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Our  Thirty-Sixth  Volume. 


n/E  take  the  opportunity  afforded  by  our 
^^  present  issue,  which  commences  the 
thirty-sixth  volume  of  The  Accountant,  to  thank 
our  readers  for  the  support  that  they  have  given 
us  during  1906,  which  has  been  especially 
nj^nifest  in  the  greatly  increased  interest  that 
has  attached  to  our  Correspondence  columns. 
The  contributions  there  appearing  have  natu- 
rally not  been  all  equally  instructive,  but,  upon 
the  whole,  we  venture  to  think  that  they  have 
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been  of  value  to  those  who  desire  to  increase 
their  knowledge  in  matters  of  professional 
theory  or  practice.  We  welcome  them 
especially,  however,  because  these  contribu- 
tions show  that  a  larger  number  of  practitioners 
and  accountant  students  are  taking  an  active 
interest  in  their  profession.  It  is  unnecessary 
to  go  back  for  any  very  great  number  of  years 
to  realise  that  in  each  successive  year  the  know- 
ledge of  the  science  of  accountancy  is  placed 
upon  a  higher  plane,  whence  it  necessarily 
follows  that  those  who  wish  to  secure  a  good 
place  in  the  race  must  perforce  move  with  the 
times. 

In  the  year  that  lies  before  us  it  seems 
probable  that  several  questions  of  the  greatest 
moment  to  professional  accountants  may  be 
decided.  The  Departmental  Committee 
appointed  to  deal  with  the  question  of 
Municipal  Accounts  will  doubtless  shortly 
report,  and  upon  its  report  will  probably  be 
framed  legislation  which  in  one  way  or  another 
cannot  fail  to  be  of  interest  to  the  profession. 
It  is,  of  course,  as  yet  too  soon  to  hazard  any 
forecast  as  to  the  probable  trend  of  events, 
although  it  seems  doubtful  in  the  extreme 
whether  they  are  likely  to  prove  favourable  to 
professional  interests ;  but,  however  that  may 
be,  it  seems  hardly  reasonable  to  expect  the 
State  to  go  out  of  its  way  to  place  business  in 
the  hands  of  the  profession  until  the  profession 
has  demonstrated  beyond  all  doubt  that  it  is 
capable  of  executing  that  business  better  than  it 
has  ever  yet  been  done.  Those  local  authorities 
which  employ  professional  auditors,  it  is  need- 
less to  remark,  derive  the  greatest  possible 
benefits  from  so  doing,  but  it  cannot  yet  be 
truthfully  stated  that  the  profession  as  a  whole 
has  very  seriously  studied  all  of  the  various 
problems  in  accounting  and  finance  that  are 


peculiar  to  these  concerns.  It  may  be  per- 
missible, therefore,  to  point  out  that  the  pro- 
fession as  a  whole  has  not  yet  done  all  that  lies 
in  its  power  to  secure  that  these  matters  may 
,  be  placed  upon  a  better  basis  by  the 
Legislature. 

The  Bankruptcy  Law  Amendment  Com- 
mittee has  also  yet  to  report  upon  the  result  of 
its  deliberations.  Here,  again,  there  seem 
sonie  grounds  for  fearing  that  any  legislative 
action  that  may  be  embarked  upon  is  likely  to 
be  favourable  to  officialism,  rather  than  to  the 
profession.  If  it  be  desired  only  to  improve 
the  efficiency  of  the  administration  of  insolvent 
estates,  the  task  before  the  Board  of  Trade  is 
a  comparatively  simple  one:  it  has  only  to 
amend  the  Deeds  of  Arrangement  Act,  1887, 
in  the  directions  that  we  have  already  indicated 
in  these  columns,  and  to  provide  more  satisfac- 
torily, and  more  reasonably,  for  the  conditions 
obtaining  when  such  a  deed  is  rendered  void 
by  a  subsequent  bankruptcy,  and  in  cases  where 
a  debtor  is  adjudicated  bankrupt  a  second  time 
without  having  first  obtained  his  discharge  in 
the  previous  failure.  Here  again,  however, 
rumour  has  been  somewhat  busy,  and  its 
whisperings  have  not,  so  far,  brought  much 
comfort  to  the  profession. 

There  seems,  therefore,  only  too  much 
reason  to  suppose  that  during  1907  accountants 
will  be  called  upon  to  look  after  their  interests 
far  more  closely  than  has  ever  yet  been  neces- 
sary ;  and  this  consideration  revives  the  oft- 
repeated  question  as  to  whether  its  interests 
could  not  be  best  protected  by  a  united  profes- 
sion, rather  than  by  a  number  of  disunited,  and 
more  or  less  opposed.  Institutes  and  Societies. 

We  trust  that  during  the  coming  year,  as  in 
the  past,  our  readers  will  resort  freely  to  our 
Correspondence  columns  for  the  ventilation  or 
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discussion  of  all  points  likely  to  prove  of 
general  interest ;  and  we  should  like  to  again 
remind  them  that  the  only  reasonably  efficient 
"  intelligence  department "  of  a  newspaper  is 
that  provided  by  the  general  body  of  its 
readers.  We  trust,  therefore,  that  an  increas- 
ing number  will  provide  us  from  time  to  time 
with  early  information  as  to  happenings  of 
interest,  so  that  these  matters  may  be  duly 
commented  upon  or  reported  in  these  columns. 


The  Public  Trustee  Act. 


'THE  Public  Trustee  Act,  which  received  the 
Royal  assent  on  the  21st  ult.,  but  which 
does  not  come  into  force  until  the  ist  January 
1908,  may  be  regarded  as  having  passed 
through  the  Commons  largely  in  consequence 
of  a  "  fluke."  Quite  up  to  the  last  days  of 
the  session  it  was  generally  regarded  as  being 
impossible  that  the  Bill  could  reach  its  third 
reading,  but  when  the  Leader  of  the  Opposi- 
tion relinquished  the  promised  day  for  the 
debate  on  Army  affairs,  the  unexpected  oppor- 
tunity of  the  Public  Trustee  Bill  came,  and  in 
spite  of  150  amendments  which  had  been 
placed  on  the  paper,  or  handed  in  without 
notice,  the  Bill  was  carried. 

But  although  this  measure  has  been  placed 
up>on  the  statute  book  in  such  a  hurry,  it 
cannot  be  seriously  regarded  as  embodying  a 
new  idea,  or  as  taking  anyone  very  greatly  by 
surprise.  Sir  Howard  Vincent  introduced 
the  first  Public  Trustee  Bill  in  1886,  on  being 
first  sworn  a  member  of  the  House  of 
Commons ;  while  in  1889  and  again  in  1890  a 
similar  measure  passed  the  House  of  Lords. 
The  principles  involved  have  thus  been  pro- 
bably more  fully  discussed  than  is  usual,  even 


with  important  legislative  changes,  and  it  is 
(more  especially  under  the  circumstances) 
particularly  satisfactory  to  observe  that  the 
most  objectionable  features  of  the  previous 
Bills  have  now  been  omitted,  and  that  in  its 
present  form  the  measure  appears  likely  to 
prove  of  considerable  value,  especially  to  those 
of  moderate  means.  The  full  text  of  the  Act 
will  appear  in  these  columns  in  due  course,  and 
it  may  then  be  found  necessary  to  comment  in 
some  detail  upon  its  precise  wording ;  but,  in 
the  meantime,  it  may  be  pointed  out  that 
Section  4  provides  for  the  appointment  of  the 
Public  Trustee  as  custodian  trustee  only,  thus 
apparently  rendering  it  possible  for  the  indis- 
putable security  provided  by  the  appointment 
of  a  Public  Trustee  to  be  combined  with  all 
the  advantages  of  leaving  the  management  of 
trusts  in  the  hands  of  private  persons. 

It  thus,  apparently,  comes  down  to  this — 
that,  instead  of  the  Public  Trustee  superseding 
private  trustees,  the  latter  may  in  all  desirable 
cases  be  continued,  as  heretofore  ;  but  subject 
to  provisions  which,  for  all  practical  purposes, 
seem  to  be  analogous  to  the  control  exercised 
by  the  Board  of  Trade  over  trustees  in  bank- 
ruptcy. The  custody  of  all  securities  and  title 
deeds  will,  of  course,  be  with  the  custodian 
trustee,  while  the  managing  trustees  will  have 
the  right  of  free  access  thereto,  with  the  power 
of  taking  copies  or  extracts.  The  custodian 
trustee  will  have  to  satisfy  himself  that  all  acts 
of  the  managing  trustees  involving  a  change  of 
securities  are  within  the  limits  of  the  trust 
imposed;  but  in  no  other  way  will  he  have 
power  to  fetter  the  discretion  of  the  managing 
trustees,  who,  in  particular,  are  to  have  a  free 
hand  in  connection  with  the  appointment  of  a 
solicitor,  banker,  &c. 


THE    ACCOUNTANT 


January  5,  1907. 


It,  of  course,  remains  to  be  seen  how  the 
scheme  will  work  in  practice,  and  upon  fhis 
point  no  very  decided  opinion  can  be  hazarded, 
at  all  events  until  the  Rules  for  the  working  of 
the  Act  have  been  formulated  and  published ; 
but,  assuming  these  to  be  wisely  conceived  in 
what  we  take  to  be  the  spirit  of  the  measure, 
but  little  difficulty  should  be  experienced  in 
framing  conditions  which,  while  providing  all 
the  safeguards  that  the  Act  seeks  to  introduce, 
will  do  so  without  seriously  increasing  expenses, 
or  unduly  hampering  the  managing  trustees  in 
the  execution  of  their  duties. 

We  think   it  likely,  however,  that — at   all 
events,  during  the  first  few  years — the  Act  will 
be    chiefly    invoked    by    testators    of    quite 
moderate    means,   who  may    desire  to  leave 
their  property  safely  tied  up,  with  a  view  to 
securing    the    maintenance    of   the  principal 
rather  than  of   primarily  providing  for    the 
support  of  a  life-tenant.     In  such  cases  the 
absolute  guarantee  against  loss  through  either 
negligence,  incapacity,  or  dishonesty,  can  hardly 
be  overvalued.     Especially  is  this  so  when  one 
bears  in  mind  that  the   class  of  solicitor   to 
whom  such  persons  would  naturally  go  would 
be  the  least  desirable  class  for  the  purpose ; 
while  the  surviving  relatives  would  probably, 
in  many  cases  at  least,   be  quite  unfitted  to 
discharge  the  duties  of  managing  trustee,  with 
the  result  that,  in  practice,  everything  would 
devolve  upon  the  solicitor  employed,  who,  if 
unscrupulous,    has    thus    exceptional    oppor- 
tunities of   feathering  his  own   nest    at  the 
expense  of  the  trust.     In  this  connection   it 
may  be  pointed  out  that  it  is  not  only  by  actual 
robbery  that  an  estate  may  be  made  to  suffer. 
Unnecessary  and  excessive  costs  in  the  case  of 
a  small  estate  may  quite  conceivably  prove 
equally  disastrous  in  the  long  run. 


Solicitors'  Accounts. 


1 T  would  appear  that  the  Council  of  the  Law 
^  Society  has  come  to  the  conclusion  that,  in 
the  face  of  the  opposition  that  exists — not 
merely  among  the  ranks  of  the  profession,  but 
also  among  the  general  public— it  cannot  very 
well  persist  in  its  opposition  to  so  mild  a 
measure  of  reform  as  that  indicated  by  the 
resolution  moved  by  Mr.  Julius  Bertram., 
M.P.,  at  the  general  meeting  of  the  Society  held 
on  the  15th  ult.  Accordingly  it  has  been  some- 
what busily  engaged  in  the  matter  during  the 
past  few  weeks. 

That  feeling  ran  high  is,  we  think,  suffi- 
ciently evidenced  by  the  fact  that  one  of  our 
legal  contemporaries  referred  to  the  meeting 
of  the  15th  ult.  as  "  the  secret  meeting "  ; 
but  the  greatest  mistake  of  all  appears  to 
have  been  the  issue  of  an  "  authorised  account " 
of  this  meeting  which  it  has  now  been  found 
necessary  to  disclaim.  Quite  a  long  correspon- 
dence with  regard  to  the  whole  matter  has 
appeared  in  the  columns  of  The  Times,  including 
a  letter  from  Sir  John  Gray  Hill  (the  imme- 
diate past- President  of  the  Society),  expressing  as 
a  private  member  his  complete  disagreement 
with  the  views  expressed  by  Mr.  Samson,  the 
member  of  the  Council  who  strongly  opposed 
Mr.  Bertram's  resolution— who,  as  the  only 
member  of  the  Council  who  spoke  at  all,  was 
not  unnaturally  regarded  as  having  been 
deputed  to  voice  the  opinion  of  the  Council  as 
a  whole. 

Some  misunderstanding  is  cleared  away  by 
Sir  John's  explicit  statement  that  Mr.  Samson 
was  not  put  forward  by  the  Council  to  oppose 
the  motion,  and  further  that  at  the  beginning 
of  the  meeting  the  President  stated  that  the 
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Council  had  no  objection  to  the  proposed  Com- 
mittee, and  had  agreed  to  appoint  four  of  its 
own  members  to  serve  on  it,  if  agreeable  to  the 
meeting.  One  can  quite  understand  that,  if  the 
meeting  was  at  all  a  noisy  one  (which  was  very 
likely  the  case),  the  somewhat  subdued  voice  of 
Mr.  Henry  Attlee,  the  President,  would  not 
carry  very  far;  but  it  seems  to  us  that  the 
reason  why  these  preliminary  utterances  of  the 
President — all-important  as  they  are — should 
have  been  omitted  from  the  authorised  version 
of  the  proceedings  still  remains  to  be 
given. 

However,  upon  the  most  important  points, 
the  correspondence  of  the  past  few  days,  com- 
bined with  the  criticisms  that  have  appeared 
in  these  columns  and  elsewhere,  appear  to 
have  produced  satisfactory,  if  somewhat 
belated,  results.  It  now  appears  that,  although 
the  only  member  of  the  Council  who  gave 
utterance  to  his  views  is  strongly  opposed  to 
the  very  necessary  reforms  foreshadowed  by 
Mr.  Bertram's  resolution,  these  views  are  not 
shared  by  his  colleagues  on  the  Council,  in 
spite  of  the  fact  that  they  did  not  think  it  neces- 
sary to  give  any  indication  of  their  leanings 
at  the  general  meeting.  Perhaps  the  true 
inwardness  of  the  situation  is  more  correctly 
described  by  our  contemporary  The  Solicitors' 
Jourtud,  which  states  in  its  issue  of  the  29th 
alt.  that  it  is  satisfactory  to  learn  that  the 
Council,  after  many  vacillations,  arrived  at  the 
conclusion  mentioned  in  Sir  John  Gray  Hill's 
letter,  and  now  there  can  be  no  possible  reason 
why  all  the  members  of  the  Society  should  not 
vote  at  the  poll  in  favour  of  the  appointment 
of  the  proposed  Committee.  We  agree  that 
there  ought  to  be  no  possible  reason  why  any 
solicitor  should  seek  to  stifle  even  inquiry  into 
this  most  important  question,  but  the  presump- 


tion is  that  Mr.  Samson  will  feel  constrained 
to  remain  consistent  to  the  last.  Doubtless 
this  gentleman  has  good  reasons  for  the  attitude 
that  he  has  adopted,  and  those  reasons  are,  no 
doubt,  entitled  to  all  possible  respect ;  but,  at 
the  same  time,  members  of  the  Law  Society 
will  be  acting  in  their  own  interests  if  the 
result  of  the  forthcoming  poll  is  to  leave  him — 
and  those  who  agree  with  him — in  a  hopeless 
minority. 

It  is  officially  announced  that  a  special  meet- 
ing of  the  members  of  the  Law  Society  will  be 
held  on  the  25th  inst.  at  2  p.m.  Any  member 
desiring  to  move  a  resolution  at  that  meeting 
has  been  required  to  send  notice  of  it  in  writing 
to  the  Secretary  on  or  before  the  3rd  inst. 
This,  it  seems  to  us,  is  an  extremely  inconve- 
nient arrangement,  in  view  of  the  fact  that  the 
result  of  the  poll  has  yet  to  be  announced,  and 
must,  to  no  small  extent,  determine  the  course 
of  action  to  be  pursued. 


Meebls  flotes* 


Qnestloiii  In  the   Some  interestin|»  questions  have  been 
House:  Inoome    put  and  answered  in  the  House    of 
GoBs^^sAd       Commons  during  the  last  week  of  the 
Gommerelal       session.    Mr.  Fell  asked  the  Chancellor 
Information.      q£  ^^^  Exchequer  whether  his  atten- 
tion  had   been   called  to  the    fact   that  under   the 
existing  system    of  income-tax  collection    a   limited 
company  was  taxed  on  the  whole  of  its  profits,  whether 
they  were  distributed  in  dividends  or  used  to  replace 
lost  capital,  so  that,  since  the  tax  came  out  of  the 
shareholders*  pockets,  if   the    profits  were  not    dis- 
tributed,  they  had  no  chance  of  recovering  any  exemp. 
tion  or  abaten;ient  to  which  they  might  be  entitled, 
and,  in  fact,  they  paid  more  income-tax  when  they 
received  no  income.      Would  the  Minister,  in  con- 
sidering any  change    in  the   income-tax    law,  make 
provision  to  deal    with  the    matter?      Mr.    Asquith 
adopted  a  non  possumus  attitude,  and  in  the  course  of 
a  written  reply  said  that  it  would  not  be  possible  to 


\C6 


THE    ACCOUNTANT 


January  5,   1907. 


arrange  that  exemption  and  abatement  should  extend 
to  80  much  of  the  profits  of  a  trading  company  as 
represented  what  would  be  payable  to  individual 
shareholders  entitled  to  exemption  and  abatement  if 
distribution  had  been  made  of  that  portion  of  the 
profits  which  was  reserved  and  kept  in  the  common  purse 
of  the  company.  In  another  instance,  and  one  with  some 
curious  bearings  on  the  municipal  statistics  problem, 
Mr.  Waterlow  asked  the  Chancellor  of  the  Exchequer 
whether  his  attention  bad  been  called  to  the 
evidence  given  by  Mr.  Hay  ward.  Comptroller  of  the 
L.C.C.,  before  the  Select  Committee  of  the  House 
of  Commons,  on  the  London  County  Council  Tram- 
ways this  year,  wherein  it  was  stated  that  for  the  year 
1905-6  ;f4,ooo  was  the  income-tax  on  a  profit  of 
;£8o,ooo;  whether  this  profit  included  the  statutory 
sinking  fund  instalments;  whether  it  was  customary 
in  regard  to  reproductive  municipal  undertakings  to 
assess  the  sinking  fund  instalments  as  part  of  the 
profit,  and  whether  in  Parliamentary  returns  of  the 
financial  results  of  such  ventures  the  sinking  fund 
would  be  shown  as  part  of  the  earned  profits  ?  Mr. 
Asquith  replied  to  the  effect  that  although  he  had  not 
seen  the  evidence  referred  to,  and  was  unable  to  give 
details  of  any  particular  assessment  under  Schedule  D, 
he  had  no  doubt  the  facts  were  as  represented.  Muni- 
cipal undertakings  of  a  profit-earning  character  were 
by  law  assessable  on  the  whole  of  their  profits  without 
deduction  for  any  portion  of  such  profits  which  might 
be  carried  to  a  sinking  fund.  The  point  as  to  the 
Parliamentary  returns  was  a  question  for  the  President 
of  the  Local  Government  Board  rather  than  himself. 
In  reply  to  Mr.  Keir  Hardy  the  Minister  said  he  did 
not  think  any  difference  was  made  between  private 
companies  and  municipal  undertakings  as  regards 
assessments  in  relation  to  the  portion  of  profits  which 
went  to  a  sinking  fund.  A  point  of  great  interest  to 
those  having  dealings  with  foreign  customers  was 
mentioned  by  the  President  of  the  Board  of  Trade, 
who  said  that  it  had  been  arranged  that  his  depart- 
ment should  co-operate  with  the  Foreign  Office  from  the 
beginning  of  the  year  1907  in  the  editing  of  the  annual 
consular  reports,  the  issue  of  which  was  to  be  expedited 
in  every  way.  It  was  also  said  that  consular  officers 
had  been  instructed  to  report,  by  telegraph  where 
necessary,  any  matters  of  immediate  commercial 
importance,  and  such  information  would  either  be  com- 
municated direct  to  those  whose  interests  were 
concerned,  or  published  in  the  Board  of  Trade 
Journal. 


Telephone  The  subject* matter  of  our  Note  on 
Aireementa.  this  topic,  in  our  issue  of  the  15th  ult., 
was  again  before  his  Honour,  Judge  Rentoul,  at  the 
City  of  London  Court  a  few  days  ago,  when  a  new 
trial  was  asked  for.  Counsel  is  reported  to  have  said 
that  if  the  contract  was  absurd,  there  was  a  House  of 
Commons,  of  which  the  Postmaster- General  was  a 
member,  and  in  which  he  could  be  arraigned  for  any- 
thing that  was  wrong.  Judge  Rentoul  held  to  his 
point,  that  the  contract  was  unreasonable,  and  after  no 
little  argument  refused  leave  to  appeal.  Later  on,  the 
matter  was  mentioned  again  with  becoming  explana- 
tions by  a  clerk  from  the  Solicitors'  Department  of  the 
Post  Office,  and  the  Judge  ultimately  said  that  the 
application  for  a  new  trial  might  be  renewed  on  some 
subsequent  day. 

Foreign  Seearltles  Messrs.  Michael  Abrahams,  Son  &  Co. 
in  Franoe.  have  furnished  the  press  with  a  trans- 
lation of  Article  13  of  the  French  Finance  Act,  adopted 
by  the  Chamber  of  Deputies  on  the  14th  ult.,  from 
which  we  gather  that  from  February  ist  next  all 
notices,  prospectus  advertisements,  circulars,  and 
applications  for  subscriptions  or  purchase  in  France  of 
shares,  bonds,  or  securities  of  any  kind  in  French 
or  foreign  companies  must  contain  the  following 
particulars  :— 

(i)  Name  or  style  of  company. 

(2)  Nationality  of  company. 

(3)  Situation  of  registered  office. 

(4)  Object  of  undertaking. 

(5)  Duration  of  company. 

(6)  Nominal  capital,  nature  of  each  share,  and 

unpaid  capital. 

(7)  Last  Balance  Sheet,  or  a  statement  that  none 

has  yet  been  drawn  up. 
Full  particulars  are  inter  alia  also  required  (in  the  case 
of  shares)  of  all  advantages  provided  in  favour  of  the 
directors,  managers,  or  other  persons,  of  all  property 
originally  acquired,  purchase  consideration,  and  methods 
of  convening  general  meetings.  The  general  require- 
ments of  the  article  are  to  be  the  subject  of  a 
declaration  certified  by  the  issuers,  who  must  be 
domiciled  in  France,  and  advertised  in  the  official 
journal.  Any  breach  of  the  provisions  laid  down  is 
punishable  by  a  fine  of  10,000  to  20,000  francs. 


Coaneel  and  the    ^^^  decision  of  Mr.  Justice   Bray  in 
Stamp  Act.        General   Council  of  the    Bar  v.    Com- 
missioners of  Inland  Revenue  will  necessitate  stamped 
receipts  for  any  fees  exceeding  £2  paid  to  counsel. 
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Although  the  decision  is  based  on  the  Stamp  Act, 
1871,  it  is  a  little  curious  that  thirty-fiv«  years  should 
have  elapsed  before  the  statute  is  applied.  Previous  to 
the  passing  of  the  Act  in  question  a  counsePs  voucher 
was  held  not  to  be  a  receipt.  Two  views  on  the 
matter  are  prevalent.  On  the  one  hand  it  is  regretted 
that  a  practice  which  has  been  in  force  for  centuries, 
and  which  looks  upon  payments  to  counsel  as  mere 
honoraria,  should  be  abolished,  while,  on  the  other 
hand,  it  is  contended  that  such  fees  should  not  stand 
in  any  different  position  from  other  forms  of  remunera- 
tion. There  seems  to  be  all  the  elements  of  a  small 
agitation  in  favour  of  bringing  the  profession  of  the 
Bar  up  to  the  commercial  spirit  of  the  age.  This 
would  involve  raising  the  awkward  question  as  to 
whether  counsel  who  have  been  briefed,  and  who  do 
not  appear,  should  be  paid  for  their  "  services.'*  It 
should  be  noted  that  the  Bar  Council  may  appeal 
against  Mr.  Justice  Bray*s  decision. 


BaakTvptey      Two  interesting  cases  were  dealt  with 
■ott«M.  by  the  Court  of  Appeal  recently,  and 

in  each  instance  a  bankruptcy  notice  was  the  axis  on 
which  the  discussion  movsd.  In  Re  Smiles  an  order  had 
been  made  enforcing  an  award  made  by  an  umpire  in 
an  arbitration,  and  judgment  was  entered  in  accordance 
therewith.  It  was  held  that  this  was  not  a  fiDal 
judgment  in  an  action  within  Section  4.  Sub- section  (g), 
of  the  Bankruptcy  Act,  1883,  and  was  not  available 
therefore  as  a  basis  for  a  bankruptcy  notice.  In  Re  Brind 
an  action  had  been  brought  by  certain  persons  against 
A.  to  recover  £100  for  money  lent ;  A.  counter-claimed 
against  the  plaintiffs  and  other  persons ,  but  ultimately  the 
action  was  settled  on  A.  agreeing  to  judgment  being 
entered  for  j^^^^  ^^^  costs  in  the  first  instance,  and  to 
costs  on  the  counter-claim.  A  bankrnptcy  notice  was 
served  on  A.  in  respect  of  these  judgments,  but  the 
Court  of  Appeal  held  that  the  notice  was  bad,  as  it 
comprised  two  judgment  debts  to  different  persons. 


The  new  edict  of  the  Scotch  banks,  to 
the  effect  that  all  sums  paid  in  at  any 
of  the  Scotch  offices  for  transfer  to  the  credit  of 
customers  of  English  bankers  must  pay  the  usual 
commission  charged  for  such  remittances,  is  causing 
no  little  commotion  south  of  the  Tweed.  English 
bankers  describe  the  system  as  barbaric,  and  their 
Highland  confrhes  say  that  it  simply  brings  general 
bosiness  into  line,  for  remittances  made  to  Scotch 
banks  in  London  were  formerly  charged  with  a  com- 


mission.   It  will  be  interesting  to  note  the  next  move 
in  this  tragic  comedy,  which  rests  with  the  Saxons. 


Gold  ReMrvei. 


The  paper  read  by  Sir  Felix  Schuster 
last  week  before  the  Institute  of 
Bankers  had  been  heralded  by  such  an  amount  of 
flag-wagging  and  flourishes  of  trumpets  that  the  slight 
feeling  of  disappointment  which  its  actual  advent  has 
created  was  perhaps  only  to  be  expected.  We  do  not 
say  that  Sir  Felix  Schuster^s  effort  was  uninteresting, 
far  from  it,  but  it  appears  to  be  lacking  in  that 
originality  of  suggestion  which  has  always  been  an 
attribute  of  this  well-known  banker.  A  full  report 
of  the  paper  has  appeared  generally  throughout  the 
press,  and  our  readers  will  naturally  not  expect  us 
to  do  more  than  outline  the  remedies  put  forward, 
which  were : — 

First,  while  the  census  of  the  stock  of  notes  and  gold  is 
being  taken,  a  small  committee  should  be  formed,  com- 
posed of  the  representatives  of  the  various  banking 
interests,  including  the  Bank  of  England,  and  perhaps 
some  authorities  not  necessarily  bankers.  By  such  com- 
mittee the  following  points  would  be  considered  : — 

(i)  The  monthly  publication  of  averages  by  all  the 
banks. 

(2)  The  publication  by  the  Bank  of  England  of  the 
bankers'  balances  in  the  aggregate,  but  separately  from 
its  other  liabilities,  either  weekly  or  monthly,  as  may  be 
decided  upon  ;  if  monthly  averages  only,  then  an  annual 
return  also. 

(3)  The  formation  of  a  second  reserve  on  the  following 
lines : — 

(a)  Each  bank  to  contribute  a  certain  percentage  of  its 
liabilities  on  current  account  repayable  on  demand, 
according  to  its  average  figures  for  the  preceding 
year.  He  did  not  think  it  would  be  excessive  to  ask 
each  bank  to  contribute  gradually,  and  by  slow 
degrees,  an  amount  equivalent  to  about  2  per  cent. ; 
or,  say,  i  per  cent,  of  the  total  liabilities  on  current 
and  deposit  account. 

(6)  The  Government  Savings  Banks,  whose  liabilities 
are,  if  not  technically  on  demand,  practically  so,  to 
contribute  an  equal  proportion,  which  would  amount 
to  ^4,000,000.  This  would  be  only  a  very  small  con- 
tribution, considering  that  banks  keep  about  15  per 
cent,  or  more  in  reserve  against  such  liabilities. 

(c)  A  small  permanent  committee,  to  be  formed  of 
representatives  of  the  bankers,  to  act  with  the  Bank 
of  England ;  without  the  committee's  sanction  the 
special  reserve  should  never  be  used,  and  such 
sanction  should  be  given  only  under  circumstances 
of  exceptional  emergency.  Such  a  committee  would 
form  a  nucleus  of  a  general  consultative  committee 
with  the  Bank  of  England,  the  want  of  which  has 
been  long  felt. 
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{d)  The  Bank  of  England  to  be  given  the  power  of 
increasing  its  note  issne  against  securities,  after  the 
Bank-rate  has  reached  a  certain  level,  to  an  extent 
equivalent  to  a  given  proportion  of  the  special  gold 
reserve,  say,  J  or  1-3,  and  subject  to  certain  stipula- 
tions and  the  payment  of  duty  to  the  Government, 
the  power  not  to  be  used  unless  a  very  high  rate  of 
interest  had  been  attained,  and  only  to  meet  an 
internal  demand ;  against  an  external  drain  of  gold 
this  provision  would  be  no  safeguard,  but  it  would 
give  the  Bank  additional  power  of  meeting  pressure 
for  accommodation  under  special  circumstances. 
The  action  should  not  be  automatic,  but  open  to  the 
discretion  of  the  directors. 

These  are  mainly  on  the  lines  suggested  by  Sir  Edward 
Law  quite  recently,  and  the  coincidence  is  interesting, 
since  the  two  authorities  approached  the  matter  from 
quite  different  standpoints.  We  shall  look  forward 
with  very  great  curiosity  to  a  report  of  the  discussion 
on  the  paper,  which  has  been  adjourned  to  a  date  in 
January  yet  to  be  fixed. 


HeroMktile  Atfenti. 


The  case  of  Oppenheimer  v.  Frazer  & 
Wyatt,  decided  on  the  15th  ult.,  well 
illustrates  the  application  of  Section  2  of  the  Factors 
Act,  1889,  which,  as  our  readers  know,  provides  that  a 
mercantile  agent  can  give  a  good  title  to  third  parties 
who  act  in  good  faith,  provided  he  is  in  possession  of 
the  goods  with  the  consent  of  the  owner,  and  it  appears 
to  be  immaterial  how  that  consent  was  obtained.  The 
facts  were  briefly  as  follow : — ^A.,  on  misrepresentation, 
obtained  a  parcel  of  diamonds  from  B.  for  the  purpose 
of  selling  same.  A.  pledged  some  of  the  diamonds, 
and  offered  others  to  C,  requesting  him  to  try  to  sell 
them.  C.  approached  D.  and  E.,  saying  that  the 
diamonds  came  from  A.,  and  asked  them  to  buy  same 
on  joint  account  with  himself.  D.  and  E.  bought  all 
the  diamonds,  sent  a  cheque  to  B.  for  the  full  amount, 
debited  C.  with  one-half,  and  subsequently  credited 
him  with  half  the  profits  on  sale.  B.  claimed  for  con- 
version, and,  alternately,  delivery  up  of  the  diamonds, 
and  damages.    The  jury  found  that  :— 

(i)  A.  obtained  the  diamonds  from  B.  by  larceny, 
by  a  trick. 

(2)  D.  and  E.  acted  in  good  faith. 

(3)  C.  did  not  act  in  good  faith. 

Mr.  Justice  Channell  pointed  out  that  under  the  Factors 
Act  the  test  whether  a  certain  transaction  was  valid  or 
not  depended  on  the  relation  which  existed  between  the 
owner  of  the  goods  and  the  person  who  had  possession 
of  them  as  mercantile  agent,  not  that  between  the  person 
claiming  title  to  the  goods  and  the  supposed  mercantile 


agent.  Held  that  D.  and  E.  bought  the  diamonds  as  to 
one-half  beneficially  and  as  to  one-half  in  trust  for  C. 
C.  was  liable  for  conversion  of  whole  amount.  D.  and  E. 
had  not  converted  any  part  of  B.'s  goods.  Judgment 
accordingly.  Students  especially  should  note  counsels* 
arguments  on  both  sides. 


Coaponi  Payable  ^*  ^®  reported  that  French  and  Swiss 
Abroad,  and  bankers  expect  to  do  an  increased 
inoome-tax.  amount  of  business  through  the  new 
accounts,  which  are  being  opened  by  English  clients 
desirous  of  evading  income-tax.  The  number  of 
coupons  payable  in  Paris,  Berne,  or  Zurich  is  said 
to  be  rapidly  increasing,  and  by  payment  into  an 
account  kept  with  a  bank  at  these  places  the  investor 
escapes  the  deduction  of  the  income-tax,  which  would 
be  the  case  if  the  coupons  were  payable  in  London. 
It  has,  however,  been  pointed  out  that  the  income 
would  have  to  be  disclosed  on  the  return  made  by  the 
investor  (though  the  obligation  is  not  easily  enforced) 
for  income-tax  purposes,  and  therefore  he  would  not 
derive  any  benefit  from  the  plan  recommended.  It 
is  also  said  that  he  would  have  to  pay  the  French 
coupon  and  transfer  duty  (about  5  per  cent.),  so  that  if 
the  latter  be  correct,  he  would  be  considerably  out  of 
pocket. 


Income  Tax—  With  regard  to  the  question  raised 
Foreign  Earnintfi.  by  our  correspondent  "  Index,"  it 
appears  to  us  that  inasmuch  as  incomes  earned  abroad 
are  liable  to  income-tax  in  the  United  Kingdom  in  so 
far  as  they  are  remitted  to,  or  received  in,  this  country 
(Colquhoun  v.  Brooks),  it  would  make  no  difference  for- 
purposes  of  taxation  whether  the  income  was  remitted 
direct  to  the  person  actually  in  receipt  of  such  income, 
or  to  some  third  party  at  his  request.  In  either  event, 
the  practical  effect  is  the  same,  and  we  have  no  doubt 
that  the  Courts  would  regard  the  income  as  liable  to 
taxation,  if  a  case  came  before  them.  At  the  same  time 
it  is  easy  to  see  that  such  income  is  peculiarly  liable  to 
escape  taxation  altogether. 


«    ..  ^  -^    ^      Our   correspondent    "  R.  A.,"  whose 
Floating  Charges  /  ' 

and  Eqnitabie     letter     under     the     above     heading 
Mortgagee.       appeared  in  our  issue  of  the  32nd  ult., 
appears  to  confuse  that  which  is  new  to  him  with  that 
which  is  new  perse.    If  the  decision  in  Re  Standard 
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Rotary  Machine  Co.,  Lim,,  decided  any  new  point  it  would 
imdoabtedly  be  one  of  first-rate  importance  ;  but  as  a 
matter  of  fact  all  that  it  does  is  to  point  out  that,  in  the 
absence  of  express  provision  to  the  contrary,  the  exist- 
ence of  a  floating  charge  does  not  interfere  with  the 
rights  of  the  legal  owner  of  the  property  charged  to  deal 
with  it  in  the  ordinary  course  of  business.  This  indeed 
is  the  essence  of  the  distinction  between  a  floating 
charge  and  a  fixed  charge.  There  can  be  no  possible 
question  of  right  of  action  against  directors  for  a  breach 
of  trust  in  creating  specific  mortgages,  in  that  there  is 
no  trust  imposed  upon  the  directors  to  hold  the  assets 
for  the  benefit  of  the  debenture-holders.  At  the  same 
time  the  matter  is,  of  course,  of  some  interest,  showing 
as  it  does  that  quite  a  number  of  persons  are  ignorant 
of  points  in  connection  with  business  matters  which  it 
is  really  necessary  that  they  should  understand.  We 
are  inclined  to  doubt  whether  anything  like  25  per  cent. 
of  those  holding  debentures  or  preference  shares  in 
industrial  companies  have  even  an  approximate  idea  of 
their  legal  rights.  From  this  point  of  view  a  decision 
which  throws  an  unexpected  light  upon  the  position 
may  be  regarded  as  of  importance,  but  it  can  hardly  be 
so  regarded  by  those  who  ought  to  have  been  already 
well  acquainted  with  the  situation. 


The  question  as  to  whether  an  accoun- 
tant has  a  lien  on  books  of  account  in 
his  possession  for  fees  due  to  him  has  not  yet  been 
very  definitely  decided,  and  it  is  therefore  impossible 
for  as  to  give  any  altogether  satisfactory  answer  to  the 
qaestioo  raised  by  our  correspondent  **  A.  B.  C."  last 
week.  We  may  point  out,  however,  that  Mr.  Justice 
Joyce  held,  in  Burleigh  v.  Ingram  Clarke,  Li/n.  {Accoun- 
tmnt  Law  Reports,  XXVIL,  p.  65),  that  in  the  circum- 
stances  of  that  case  the  accountant  had  a  lien.  A 
right  of  lien,  where  it  exists,  is  clearly  equally  effective 
against  the  creditors  of  the  accountant's  client ;  but 
Bankruptcy  Rule  349  provides  that  no  person  shall,  as 
against  the  Official  Receiver  or  trustee,  be  entitled  to 
withhold  possession  of  the  books  of  account  belonging 
to  the  debtor,  or  to  set  up  any  lien  thereon. 


I  ^  FoU.  ^^  *  recent  annual  meeting  there  were 
nine  candidates  for  the  post  of  auditor, 
while  eleven  members  of  the  undertaking  were  person- 
ally present  The  disproportion  between  these  figures 
is,  however,  not  the  point  to  which  we  wish  to  draw 
attention  at  the  present  time.  A  poll  was  taken  to  decide 
which  two  of  the  nine  candidates  should  be  elected  as 


auditors,  and  the  votes  in  the  room,  including  proxies, 
were  136  in  all.  It  was  arranged  that  each  such  vote 
might  be  given  for  any  two  of  the  nine  candidates,  and 
as  a  result  it  was  found  that  two  candidates  each 
secured  fifty  votes,  while  the  third  and  fourth  secured 
forty-five  and  forty-three  votes  respectively.  The 
chairman  accordingly  declared  the  first  two  to  be  duly 
elected  as  auditors,  but  a  question  appears  to  arise  as 
to  whether  the  mode  of  filling  the  vacancy  was  in 
order.  Our  own  impression  is  that  while  in  practice 
any  convenient  means  may  be  adopted  to  reduce  the 
number  of  candidates  by  some  process  of  weeding  out, 
before  any  candidate  can  be  declared  elected  to  a  post, 
a  resolution  to  that  express  effect  ought  to  be  passed 
by  a  clear  majority  of  votes.  In  the  case  referred  to  less 
than  a  clear  majority  appears  to  have  voted  in  favour 
of  the  appointment  of  those  declared  to  have  been 
elected,  and  the  appointment  would  thus  seem  to  be 
invalid.  It  would  be  interesting  to  know  whether  the 
matter  will  be  tested,  and,  if  so,  what  steps  will  be 
taken. 


BuUdliitfBoototiei'  Our  correspondent  "Ebor"  raised  a 
Acoounts — 
Ante-dated       ^®^  mterestmg  question  last  week  in 

TraniaetloBB.  his  letter,  which  inquired  whether  the 
auditors  of  a  building  society  would  be  justified  in  pass- 
ing accounts  in  which  transactions  were  included  which 
had  been  authorised  during  the  current  year,  but  not 
actually  carried  through  until  afterwards.  The  trans- 
actions in  question  relate  to  the  advancing  of  money  on 
mortgage,  and  thus  affecting  the  borrowing  powers  of 
the  Society.  One  is,  of  course,  aware  that  in  practice 
transactions  are  very  frequently  recorded  as  having 
occurred  upon  a  date  other  than  that  when  they  actually 
transpired,  and  in  the  absence  of  bad  faith  one  is 
disposed — perhaps  a  little  too  disposed — to  disregard 
these  discrepancies.  In  the  case  raised  by  our  corre- 
spondent, however,  the  matter  may  quite  easily  assume 
considerable  proportions  in  practice,  even  in  the 
absence  of  bad  faith,  owing  to  the  limitation  imposed 
upon  the  borrowing  powers  of  a  building  society  to  an 
amount  not  exceeding  two-thirds  of  the  amount  for  the 
time  being  secured  by  mortgages  from  its  members. 
We  are  inclined  to  think,  however,  that  so  long  as  the 
mortgages  have  been  completed  before  the  audit  is 
made,  and  so  long  as  the  mortgage  deeds  bear  a  date 
prior  to  the  closing  of  the  books,  the  transaction  is  in 
order  even  from  the  strictest  point  of  view.  It  is 
unquestionably  permissible  for  deeds  to  date  back,  and 
the  effect  of  such  ante-dating  is  undoubtedly  exactly 
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the  same  as  if  the  contract  bad  been  actually  executed 
under  seal  upon  the  date  borne  by  the  deed.  That 
being  so  it  is,  we  think,  perfectly  permissible  to  hold 
that  at  the  date  of  the  Balance  Sheet  these  mortgage  s 
existed.  The  point  is,  however,  one  of  considerable 
interest,  and  that  not  merely  of  an  academic  nature. 
We  shall  be  glad,  therefore,  if  some  of  our  readers  will 
favour  us  with  their  views  upon  the  matter. 


Ondltor's  Aisent  ^^^^  reference  to  the  query  raised  by 
to  Deed  of  our  correspondent  "  A.  F.  D.,**  in  our 
AstUnmeBt  jggue  of  the  22nd  ult.,  we  think  that 
the  question  as  to  whether  a  creditor  under  a  deed  of 
assignment  is  precluded  from  petitioning  is  determined 
not  merely  by  the  question  of  delay  in  coming  to  a 
decision,  but  also  generally  by  his  conduct  towards  the 
debtor  during  the  intervening  period.  Our  Law 
Reports  of  recent  date  record  decisions  in  which  a 
period  of  less  than  three  months'  delay  in  dissenting 
has  been  held  to  constitute  assent,  as  well  as  a  case  in 
which  an  attempt  on  the  part  of  the  creditor  to  obtain 
special  terms  was  held  to  disqualify  him  from  being 
entitled  to  a  receiving  order. 


Hunletpal  Trading  With  a  view  to  reassuring  those  who 
Profit*,  have  been  somewhat  dismayed  by  the 

recent  exposures  in  connection  with    the    Tramway 
Accounts  of  the  London  County  Council,  a  member  of 
that  body  was  put  forward  a  short  time  since  to  ask  1 
Lord  Welby  *'  whether  it  was  a  fact "  that  the  Inland  . 
Revenue    authorities    had    assessed    the    Council  for  | 
income-tax  on  profits  of  the  southern   tramways   as 
follows : — 

1899     ;f  89,249 

1900  64,488 

1901  69,197 

1902  48,922 

1903  77,773 

1904     165,943 

1905     203,831 

His  Lordship's  reply  was,  of  course,  that  the  figures 
named  were  perfectly  correct,  and  thus  the  desired 
impression  was  created — assuming  the  desire  to  have 
been  to  create  the  impression  at  all  costs,  that  large 
profits  had  been  made  by  the  tramways  department, 
more  particularly  of  recent  years.  If  it  were  not 
intended  to  give  this  altogether  misleading  impression, 
it  is  absolutely  unquestionable  that  Lord  Welby  should 
have  stated  that  the  income-tax  paid  during  the  years 
referred  to  consisted  almost  entirely  of  tax  deducted 
-  the  Council  from  interest  paid  to  holders  of  its 


stock,  such  interest  being,  of  course,  liable  to  tax  as 
representing  income  of  the  several  stockholders. 
Everyone  who  has  made  even  a  superficial  study  of 
the  subject  knows  that  it  is  quite  conceivable  that  an 
undertaking  steadily  losing  money  may  yet  have  to  pay 
income-tax  to  the  Inland  Revenue  authorities;  but 
there  was  absolutely  no  point  at  all  in  the  question 
unless,  as  we  have  said,  it  was  designed  to  mislead 
those  unsophisticated  persons  who  know  no  better. 
According,  even  to  its  own  returns,  the  London  County 
Council  admits  a  loss  of  ;f  2,251  in  1902  and  of  ;f  8,253 
in  1903,  against  a  profit  of  ;f  7,055  in  1904  and  of  ;f  2,320 
in  1905,  so  that  (even  accepting  its  own  figures,  which 
are  by  no  means  a  correct  record  of  the  true  facts) 
there  has  been  an  actual  loss  on  the  past  four  years, 
taken  altogether.  In  order  to  still  further  muddle  the 
accounts,  and  presumably  to  make  it  increasingly 
difficult  to  arrive  at  the  true  facts,  it  is  now  proposed 
that  the  accounts  of  the  Steamboat  Service  shall  be 
incorporated  in  those  of  the  Tramways  Department. 
This  amalgamation  of  accounts  can  under  no  circum- 
stances serve  any  useful  purpose,  and  is  directly 
contrary  to  the  principles  of  all  sound  bubiness 
management;  but  when  the  sole  object  of  keeping 
accounts  appears  to  be  to  produce  results  which 
cannot  furnish  material  for  intelligent  criticism  of 
management,  one  naturally  expects  to  find  accepted 
canons  disregarded. 

Deed!  of  We  can  only  recommend  our  corre- 
Aisltfnment.  spondent  "Northern,"  whose  letter 
under  the  above  heading  appeared  in  our  issue  of  the 
22nd  ult.,  to  consult  a  competent  solicitor,  for  in  such 
cases  we  almost  invariably  find  that  the  whole  of  the 
material  facts  are  not  stated  in  the  question.  From 
what  is  stated,  however,  it  seems  to  us  that  C.  has 
obtained  no  valid  assignment  of  the  debt  due  by  A.  to 
B.,  and  that,  therefore,  his  claim  may  be  disregarded. 
It  is,  of  course,  for  C.  to  prove  that  he  is  a  creditor,  and 
not  for  the  trustee  to  prove  that  he  is  not. 


Royal  Commissions  seem  to  be  quite 
Commiislon  on  the  fashion  in  these  days.  We  note 
Raiiwayi.  that  Mr.  Montagu  is  reported  to  have 
given  notice  to  ask  the  President  of  the  Board  of 
Trade  whether  the  Government  will  consider  the 
appointment  of  a  Royal  Commission  to  inquire  into 
the  general  management  of  railways  in  this  country, 
and  to  compare  systems  which  have  been  adopted  or 
proposed  tor  adoption  abroad,  with  a  view  to  their 
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possible  adoption  in  this  country.  It  seems  rather  a 
pity  that  members  of  the  House  are  not  permitted  to 
pat  forward  any  argument  in  making  a  statement  to  a 
Minister,  and  in  this  case  a  big  demand  is  being  made 
without  any  very  clear  case  showing  the  need  for  it. 


BtTtBiM    A  correspondent  of  Truth  gives  another 
^>9^J^  impression  of  Somerset  House  methods. 

One  of  the  sons  of  a  certain  man  died  intestate 
in  1830,  and  his  share  of  the  property  reverted  to  his 
father.  The  father  died  in  1851  leaving  another  son 
as  executor.  Thirty  years  later  this  executor  received 
firom  the  Inland  Revenue  authorities  a  demand  for 
death  duty  on  the  property  of  the  man  who  died  in 
1830. 


TiM  PntobUob  of  The  discussion  with  reference  to  the 
GompUoB  Aet.  bearing  of  this  Act  upon  stockbrokers 
does  not  appear  to  show  any  signs  of  cessation.  It  has 
been  suggested  that  counsePs  opinion  should  be  taken 
by  the  Stock  Exchange,  since  a  friendly  action  would 
hardly  be  possible  in  the  case  of  an  Act  dealing  with  a 
criminal  matter.  It  is  said  that  it  can  hardly  be  sug- 
l^ested  that  a  banker  or  solicitor  has  a  corrupt  intent 
in  selecting  A.  B.to  buy  or  sell  shares  for  a  client  when 
C.  D.  would,  if  he  were  selected  instead  of  A.  B.,  do 
the  business  in  exactly  the  same  way,  with  approxi- 
mately the  same  degree  of  skill,  and  at  probably  just 
the  same  commission.  With  regard  to  the  question  of 
secrecy,  the  idea  is  put  forward  that  brokers  should, 
after  January  ist,  print  on  all  their  contract  notes 
some  such  words  as  follow : — 

"Messrs.  Smith  &  Jones  give  notice  to  their 
principal  A.  L.,  in  the  transaction  referred  to  herein, 
that  in  accordance  with  commercial  practice  they 
pay  (and  may  have  paid  with  reference  to  this  trans- 
action) a  share  of  their  commission  to  solicitors, 
bankers,  and  other  persons,  on  orders  received 
through,  or  through  the  introduction  of,  such  persons. 
This  notice  is  given  to  prevent  such  improper  use  of 
this  contract,  or  any  such  misunderstandiug  with 
reference  thereto,  as  is  contemplated  by  6  £dw.  VII., 
cap.  34,  sec.  I." 

The  client  would  then  be  unable  to  say  that  he  was 
unaware  of  the  practice,  though,  of  course,  it  would  be 
open  for  him  to  refuse  to  continue  to  do  business  on 
the  basis  of  half  commission. 


Bolioitera'      The  extent  to  which  a  subject  may  be 
Aooonnti.       misunderstood  is  well  illustrated  by  a 
correspondent  of  The  Law  Titius^  who  says : — 

'*  The  proposal  that  solicitors  should  be  obliged  to 
keep  books  open  to  inspection — official  inspection,  of 
course — is  one  that  certainly  ought  to  be  carried  out. 
In  some  foreign  countries  every  business  man  or  firm 
has  to  keep  careful  books — France,  Germany,  and,  I 
believe,  Sweden.  True,  this  is  for  purposes  of  taxation 
principally ;  but  why  should  it  work  any  greater  hard- 
ship for  other  purposes?  And  herein,  perhaps, 
Somerset  House  may  get  a  suggestion." 


Andltors' 
Carttfleatos. 


A  weekly  contemporary  quotes  the 
following  certificate  as  having  appeared 
at  the  foot  of  a  Balance  Sheet  recently  issued  by  a 
firm  of  Chartered  Accountants,  and  expresses  the 
view  that  if,,  in  the  face  of  all  these  qualifications, 
the  auditors  consider  the  Balance  Sheet  to  be  properly 
drawn  up,  it  would  be  interesting  to  know  what  they 
would  consider  an  improperly  drawn-up  Balance 
Sheet  :— 

''  In  accordance  with  the  provisions  of  the  Companies 
Act  of  1900,  we  certify  that  all  our  requirements  as 
auditors  have  been  complied  with,  and  we  report  to  the 
shareholders  that  we  have  audited  the  general  Balance 
Sheet  and  the  Profit  and  Loss  Account  with  the  books 
and  accounts  in   London  and    accounts    from    South 
Africa.    Evidence  of  title  to  three  interests  in  syndi- 
cates included  in  '  purchase  of  properties '  has  not  been 
available  for  production  to  us.    The  shares  and  deben- 
tures of  other  companies  are  entered  at  the  directors' 
valuation.    About  one- third  of  this  represents   shares 
having  published  prices,  but  they  are  taken  at  a  value 
considerably  in  excess  of  such  prices.     We  are  not  able 
to  verify  the  value  of  the  remainder,  nor  of  the  pro- 
perties  and    a  part  of  the   sundry  debtors.     In   our 
opinion,  such  Balance  Sheet  is  properly  drawn  up  so  as  to 
exhibit  a  true  and  correct  view  of  the  state  of  the  com- 
pany's affairs  as  shown  by  the  books  of  the  company." 
We  have  not  had  any  opportunity  of  comparing  the 
quoted  certificate,  which  apparently  also  embodies  the 
report,  with  the  original,  but  would  suggest  that  in  all 
probability  the  concluding  opinion  is  expressed  '*  sub- 
j  ect  to  the  foregoing  comments."   It  is  clear  that  if  there 
is  anything  in  any  one  of  the  points  to  which  the  audi- 
tors have  drawn  attention,  it  must  pro  tanto  affect  the 
accuracy  of  the  Balance  Sheet  as  a  true  and  correct 
statement  of  the  company's  affairs,  and  the  qualifica- 
tion *'  as  shown  by  the  books  of  the  company  "  has 
been  judicially  held  not  to  have  any  such  meaning  as 
to  restrict  the  duty  of  the  auditor  to  inquire  beyond 
the  Balance  Sheet  into  the  facts.    We  think  it  pro- 
I  bable,  therefore,  that  the  whole  misunderstanding  is 
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the  result  of  a  misprint,  but  at  the  same  time  it  would 
be  interesting  to  know  whether,  in  the  opinion  of  any 
of  our  readers,  it  can  properly  be  said  that  in  the 
auditor*s  opinion  a  Balance  Sheet  is  properly  drawn 
up,  &c.,  when  he  has  already  drawn  attention  to  the 
absence  of  vouchers,  queries  as  to  the  proper  basis  for 
the  valuation  of  assets,  and  other  similar  matters. 


Cotte0pon^ence  an^  Bnautrfed. 


All  communications  to  the  Editor  should  be 
by  letter  only. 


[We  an  at  all  times  ready  to  insert  correspondence  on 
matters  of  interest  to  the  Profession^  hut  we  do  not  of  comrsi 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents ^  not  necessarily  for 
publication^  but  as  a  guarantee  of  good  faith.] 


Reduction  of  Capital. 

{To  the  Editor  of  The  Accountant.) 

Sir, — Company  law  provides  for  the  repayment  to 

shareholders  of  share  capital  out  of  accumulated  profits 

as  one  method  of  reducing  capital. 

I  should  be  pleased  if,  from  an  accountancy  point 

of  view,  you  would  show  the  necessary  bookkeeping 

entries  to  carry  this  out,  and  give  accounts. 

Yours  faithfully, 

G.  W.  SMITH. 
*H udder sfield,  24th  December  1906. 


Wine  and  Spirit  Merchants'  Stocks. 

(To  the  Editor  of  The  Accountant.) 

Sir, — ^When  casks  of  spirits  are  broken  {i.e.,  some  of 

the  contents  drawn  off)  what  is  the  best  method  to 

adopt  in   reckoning  the  quantities  remaining  in  the 

casks? 

Yours  obediently, 

STOCK. 

[Ask  an  Exciseman  to  show  you  his  rod. — £n.  Acct.] 


Accountant's  Lien  on  Books. 

{To  the  Editor  of  The  Accountant.) 
Sir, — In  reply  to  your  correspondent's  query  as  to 
an  accountant's  lien  on  books  for  services  rendered, 
there  was  a  case  reported  in  your  legal  columns  some 
years  ago  which  might  help  him  to  arrive  at  a  correct 
view  of  his  position. 


The  case  referred  to  was  that  of  Herbert  Alfred  Bur- 
leigh V.  Ingram  Clark,  Lim.,  in  which  Mr.  Justice  Joyce 
held  that  an  accountant's  lien  extended  only  to  those 
books  on  which  he  bad  done  work,  and  then  only  to 
the  extent  of  his  proper  remuneration  for  that  work. 
The  case  of  an  auditor  was  somewhat  different,  but  in 
his  (Mr.  Justice  Joyce's)  opinion  merely  the  lien  did 
not  exist. 

If  your  correspondent  received  his  instructions  from 

the  debtor,  he  would  appear  to  have  just  such  a  lien 

against  the  Official  Receiver  as  is  described  in  the 

above  decision. 

Yours  faithfully, 

N.   R.   DICKINSON. 

Bradford,  December  31s/  1906. 

Building  Societies'  Accounts.— Audit. 

{To  the  Editor  of  The  Accountant.) 

Sir, — In  reply  to  **  Ebor  "  in  your  last  issue. 

If  the  mortgages  referred  to  are  not  completed  at  the 
date  of  making  up  the  books  the  loans  cannot  be  legal 
assets,  therefore  the  auditor  cannot  certify  (as  he  is 
required  to  do  under  the  Act  of  1894)  that  the  accounts 
are  "  in  accordance  with  law." 

In  my  opinion  the  accounts  should  be  corrected  by 
the  Secretary  before  the  audit  is  completed. 

If  the  borrowing  powers  have  been  temporarily 
exceeded,  the  fact  should  be  mentioned. 

Yours  faithfully, 

January  1st  1907.  W.   H.    EARL. 


Deeds  of  Assignment. 

{To  the  Editor  of  The  Accountant,) 
Sir, — In  reply  to  your  correspondent  "  A.  F.  D.," 
there  are  many  cases  dealing  with  the  question  as  to 
the  latest  date  upon  which  a  creditor  may  assent  in 
order  to  be  entitled  to  a  dividend  under  a  deed.  They 
are  mostly  in  two  classes,  where  a  time  limit  is  fixed 
in  the  deed,  and  where  there  is  no  time  limit  so  fixed. 
Where  other  parties  {e.g,,  sureties)  are  not  concerned, 
the  cases  generally  may  be  summed  up  that  a  creditor 
may  assent  at  any  time  before  the  declaration  of  a  divi- 
dend, even  though  the  time  limited  in  the  deed  has 
expired,  but  he  may  not  disturb  any  dividends  already 
paid. 

It  is  too  late  to  assent  after  the  death  or  bankruptcy 
of  a  debtor,  since  he  cannot  then  benefit  by  the  assent, 
and  too  late  after  a  creditor  has  relied  upon  rights 
against  the  trustee,  such  as  an  attempt  to  enforce  a 
judgment  or  reliance  upon  security.  It  is  not  quite 
clear  that  a  creditor  who  has    merely  dissented   is 
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entitled  to  withdraw  his  dissent,  and  assent  before  the 
declaration  of  a  dividend,  but  I  think  he  is  so  entitled. 

If  your  correspondent  will  state  more  clearly  what 
he  wants  to  know,  his  question  can  be  more  precisely 
answered. 

Referring  to  the  question  of  "  Northern,"  his  best 
plan  would  probably  be  to  refer  the  matter  to  arbitra- 
tion. There  would  seem  to  be  a  complete  misunder- 
standing between  the  parties.  A  similar  point  has 
frequently  arisen  under  guarantees  as  to  whether  a 
guarantee  was  a  continuing  one,  or  for  one  transaction 
only.  In  one  case  the  Court  said  that  if  a  guarantor 
intends  his  guarantee  to  relate  to  a  single  transaction 
be  ought  to  take  care  to  say  so,  and  it  might  be  the 
same  here.  If  C.  bond  fide  believed  that  B.  would  pay 
him  for  all  goods  be  supplied  to  A.,  and  sent  the  goods 
on  that  understanding,  I  should  be  inclined  to  .com- 
promise upon  his  claim  or  admit  it. 

Yours  obediently, 

list  December  igo6.  DAVID  P.  DAVIES. 


Discount  on  Income  Tax. 

{To  the  Editor  of  The  Accountant,) 
Sir, — Some  months  back  it  was  pointed  out  by  The 
Law  Times  that,  under  existing  Acts  of  Parliament,  a 
discount  of  2}  per  cent,  could  be  claimed  on  income- 
tax  paid  in  advance — ix.^  before  December  31st. 

A  few  weeks  ago  I  thought  I  would  take  advantage 
of  their  information,  which  was  quite  news  to  me,  and 
I  accordingly  sent  a  cheque  for  the  duty,  less  the  dis- 
connt  mentioned. 

The  Commissioners,  however,  returned  the  cheque, 
and  stated  "  that  the  discount  allowed  for  prepayment 
*'  of  income-tax  was  at  the  rate  of  aj  per  cent,  per 
"  annum  for  the  period  from  the  date  of  payment  to  the 
•'  ist  January  1907." 

There  is,  therefore,  little  inducement  for  anyone,  at 
any  time,  to  pay  in  advance  in  order  to  obtain  a  few 
days'  rebate,  more  especially  at  present  with  the  Bank 
Rate  at  6  per  cent. 

Yours  faithfully, 

Deumber  31s/  1906.  A.  G.  W. 


Income  Tax  on  Bank  Interest. 

(To  the  Editor  of  The  Accountant.) 
Sir, — A  company  having  an  overdraft  at  the  bank, 
secured  by  debentures  deposited  under  an  agreement, 
has  for  some  years  past  protested  against  the  disallow- 


ance by  the  Inland  Revenue  authorities  of  the  bank 
interest  as  a  charge  against  profits,  the  contention  of 
the  authorities  having  been  that  the  interest  was 
annual  interest  within  the  meaning  of  Section  100  of 
the  Act  of  1842. 

The  Board  of  Inland  Revenue  have  now,  however, 
altered  their  opinion  and  decided  in  favour  of  the  com- 
pany, stating  that  "  on  the  facts  now  before  them  they 
(*  are  disposed  to  think  that  the  interest  in  question 
**  may  be  treated  as  a  trade  expense,"  but  that  "  no 
"  repayment,  however,  can  be  granted  in  respect  of 
"  interest  paid  to  the  bank  in  past  years." 

As  the  company  has  continually  protested  against 
the  payment  of  tax  in  respect  of  the  interest,  the 
decision  of  the  Board  appears  unfair,  and  we  shall  be 
glad  to  know  whether  there  are  any  means  whereby 
the  company  can  enforce  repayment. 

Yours  faithfully, 

BURGH. 


The  Recent  Examinations. 

(To  the  Editor  of  The  Accountant.) 
Sir, — As  one  of  the  candidates  at  the  Intermediate 
Examination  of  the  Institute,  held  in  November  last,  I 
should  be  glad  if  you,  or  any  of  your  readers,  would 
express  an  opinion  as  to  the  correct  treatment  of  the 
reserve  for  bad  and  doubtful  debts  in  Question  i  of 
the  Partnership  paper. 

The  balance  standing  to  the  credit  of  Bad  Debt 
Reserve  Account  in  the  Trial  Balance  is  stated  at 
£620^  and  you  are  required  to  make  a  provision  of 
5  per  cent,  on  the  outstanding  debtor  balances 
(;f  16,026)  for  bad  and  doubtful  debts. 

What  amount  is  chargeable  to  the  Profit  and  Loss 
Account  ? 

Should  the  full  5  per  cent,  on  the  debtor's  balances 
be  charged — i.^.,  ^fSoi  68.,  making  the  balance  of  Bad 
Debt  Reserve  Account  ;£'i,42i  6s.,  or  should  the  balance 
of  that  account  be  left  at  £d>Qi  6s.  (».^.,  5  per  cent,  on 
outstanding  debtors)  ?  In  the  btter  case  only  ;f  181  6s. 
will  be  charged  to  Profit  and  Loss  Account. 

The  final  results  under  the  two  foregoing  methods 
differ  to  the  extent  of  ^£'620,  and  as  it  appears  to  be  an 
open  question  as  to  the  intention  of  the  examiner,  I 
should  be  glad  to  have  an  expression  of  opinion 
through  the  medium  of  your  valuable  paper. 

Yours  faithfully, 

ist  January  1907.  PERPLEXED. 
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XCbe  Xon^on  Cbartere^  Bccountantd 
Stubent9*  Socteti?. 


ComposltloiiA  and  Schemes  of  AmMgements  In 
Bankruptcy. 


By  \.  H.  Partridge,  A.C.A. 

A  PAPER  read  at  a  meeting  of  the  above  Society  on 
November  14th  1906,  Mr.  F.  W.  Le  Blount  Lean,  A.C.A. , 
presiding. 

When  a  person  is  in  the  position —fortunate  or  unfor- 
tunate, according  to  the  point  of  view— of  having  a 
receiving  order  in  bankruptcy  against  him.  there  are  three 
courses  open  to  him : — 

(i)  To  pay  his  debts  in  full  and  get  the  order  discharged  ; 
or 

(2)  To  be  adjudicated  bankrupt ;  or 

(3)  To  carry  in  a  proposal  for  a  composition  or  scheme  of 
arrangement. 

It  is  superfluous  to  add  that  the  second  is  the  most  and 
the  first  the  least  common  result,  but  the  third  course  is 
resorted  to  sufficiently  often  to  make  it  worth  the  while  of  a 
Chartered  Accountant  to  make  himself  acquainted  with  the 
law  and  procedure  relating  to  it. 

It  is  not  necessary  here  to  trace  the  history  of  composi- 
tions and  schemes  of  arrangement,  but  it  is  important  to 
'  emphasise  the  distinction  between  deeds  of  arrangement  and 
schemes  of  arrangement,  as  some  confusion  seems  to  exist  in 
the  minds  of  many  students — and  also  of  business  men — 
upon  this  point.  The  essential  difference  between  the  two 
is  that  a  deed  of  arrangement  is  only  possible  where  no 
receiving  order  has  been  made,  and  that  where  such  an 
order  exists  any  arrangement  between  the  debtor  and  his 
creditors  must  be  by  means  of  a  composition  or  scheme. 

Speaking  generally,  it  may  be  said  that  where  there  is 
any  intention  on  the  part  of  the  debtor  to  make  a  proposal 
for  the  arrangement  of  his  affairs,  or  for  the  payment  of  a 
composition  and  a  disposition  on  the  part  of  the  creditors  to 
accept  such  a  proposal,  it  is  to  the  advantage  of  all  parties 
that  it  should  be  done  privately  and  without  recourse  to  the 
assistance  of  the  Bankruptcy  Acts,  as  thereby  much 
difficulty  and  delay  and  many  pitfalls  are  avoided.  A  very 
large  percentage  (one  might  almost  say  the  majority)  of  such 
proposals  which  are  lodged  with  the  Official  Receivers 
never,  for  one  reason  or  another,  reach  fruition. 

Compositions  and  schemes  of  arrangement  in  bankruptcy 
are  governed  by  Section  3  of  the  Bankruptcy  Act,  1890, 
which  provides  that — 

(i)  Where  a  debtor  intends  to  make  a  proposal  for  a 
composition  in  satisfaction  of  his  debts  or  a  proposal  for  a 
scheme  of  arrangement  of  his  affairs  he  shall,  within  four 
days  of  submitting  his  statement  of  affairs,  or  within 
such  time  thereafter  as  the  Official   Receiver  may  fix, 


lodge  with  the  Official  Receiver  a  proposal  in  writing 
signed  by  him  embodying  the  terms  of  the  composition 
or  scheme  which  he  is  desirous  of  submitting  for  the  con- 
sideration of  his  creditors,  and  setting  out  particulars  of 
any  sureties  or  securities  proposed. 

(2)  In  such  case  the  Official  Receiver  shall  hold  a  meet- 
ing of  creditors  before  the  public  examination  of  the 
debtor  is  concluded,  and  send  to  each  creditor  before  the 
meeting  a  copy  of  the  debtor's  proposal  with  a  report 
thereon,  and  if  at  that  meeting  a  majority  in  numl)er  and 
three-fourths  in  value  of  all  the  creditors  who  have 
proved  resolve  to  accept  the  proposal  the  same  shall  be 
deemed  to  be  duly  accepted  by  the  creditors,  and  when 
approved  by  the  Court  shall  be  binding  on  all  the 
creditors. 
A   common    form    of    scheme    of    arrangement    is   as 

follows : — 

Title. 

I,  the  above-named  debtor,  submit  the  following  scheme 
of  arrangement  of  my  affairs : — 

(i)  To  pay  in  full,  forthwith  on  the  approval  of  the  Court 
of  this  composition  arrangement,  all  preferential  debts 
directed  by  the  Bankruptcy  Act,  1883,  and  the  Pre- 
ferential Payments  in  Bankruptcy  Act,  1888,  to  be  paid  in 
priority  to  other  debts,  and  also  all  pioper  fees,  costs, 
charges,  and  expenses  of,  and  incidental  to,  the  proceedings. 

(2)  That  all  my  property  which  would  become  divisible 
amongst  my  creditors  were  I  adjudged  bankrupt  shall  vest 
in  A.  B.  as  trustee,  to  be  realised  and  distributed  amongst 
my  creditors  in  the  same  manner  as  if  I  were  adjudged 
bankrupt. 

(3)  That  I  will  set  aside  and  pay  over  to  the  said  trustee 
the  sum  of  ;^50o  per  annum  out  of  my  future  earnings  until 
my  creditors  shall  have  received  dividends  amounting  to 
15s.  in  the  £, 

(4)  That  C.  D.,  E.  F.,  and  G.  H.  be  appointed  a  com- 
mittee of  inspection  under  this  proposal  to  superintend  the 
carrying  out  of  the  same  by  the  tiustee,  with  power  to  fix 
the  remuneration  of  the  trustee. 

(5)  That  the  following  creditors  have  released  their  debts 
(here  set  out  names  and  amounts). 

In  a  proposal  for  a  composition  paragraph  (i)  would  be 
similarly  worded,  but  the  remainder  of  the  proposal  would 
run  more  or  less  as  follows  : — 

(2)  To  pay  all  my  unsecured  creditors  in  respect  of  all 
debts  provable  under  the  receiving  order  made  against  me  a 
composition  of  los.  in  the  £, 

(3)  The  payment  of  the  aforesaid  preferential  debts,  fees, 
costs,  charges,  and  expenses  and  of  the  said  composition  to 
be  secured  by  the  deposit  with  the  Official  Receiver  of  cash 
sufficient  for  the  purpose  prior  to  application  being  made 
to  the  Court  to  approve  this  composition. 

It  will  be  noticed  that  the  proposal  provides  expressly 
for  the  payment  in  full  of  fees,  costs,  charges,  and   pre- 
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ferential  debts,  and  this  (so  £ar  as  the  preferential  debts  are 
concerned),  is  required  by  Sub-section  (i8),  which  provides 
that:— 

No  composition  or  scheme  shall  be  approved  by  the 
Court  which  does  not  provide  for  payment  in  priority  to 
other  debts  of  all  debts  directed  to  be  so  paid  in  the  dis- 
tribution of  the  property  of  a  bankrupt. 
For  particulars  of  these  you  are  referred  to  the  Pre- 
ferential Payments  in  Bankruptcy  Act,  1888,  Sections  41  and 
52  (3):  the  Bankruptcy  Act,  1883;  Section  14  of  the  Savings 
Bank  Act.  1863  (as  restored  by  Section  13  of  the  Savings 
Bank    Act,   1891);    and  the  Friendly  Societies  Act,   1896, 
Section  35. 

As  to  the  fees,  these  have  to  be  provided  for  in  compliance 
with  the  regulations  of  the  Board  of  Trade,  which  very 
properly  takes  care  that  the  taxpayer  is  not  lost  sight  of  in 
these  matters. 

The  scheme  or  proposal  having  been  printed  and  circulated 
amongst  the  creditors  by  the  Official  Receiver,  with  his 
observations  thereon  and  a  summary  of  the  debtor's  state- 
ment of  affairs,  a  meeting  of  creditors  is  held  to  consider  it. 
This  is  usually  an  adjournment  of  the  first  meeting,  as,  if  at 
the  first  meeting  the  debtor  announces  his  intention  to 
submit  a  proposal,  the  meeting  is  nearly  always  adjourned 
to  enable  this  to  be  done.  If,  however,  the  first  meeting 
has  been  concluded,  a  special  meeting  must  be  called  to 
consider  the  proposal.  At  the  meeting  the  creditors  vote 
for  or  against  the  acceptance  of  the  debtor's  proposal  in  any 
one  of  three  ways,  viz.,  personally,  by  proxy,  or  by  means 
of  a  voting  letter  sent  to  the  Official  Receiver,  the  form  of 
which  is  issued  by  him  with  the  terms  of  the  proposal  {vide 
Sub-section  4).  Such  voting  letter  is  in  the  following 
form: — 

Voting  UtUrr 
(Title.) 
I,  of  a  creditor  in  the  above 

matter  for  the  sum  of  £  .  hereby  request  the 

Official.  Receiver  of  the  said  estate  to  record  my  vote 
('*foT"  or  *' against*')  the  acceptance  of  the  proposal 
as  set  forth  in  the  report  of  the  Official  Receiver  hereto 
annexed,  and/or  ("  for  "  or  *'  against ")  any  amendment 
thereof  which  shall,  in  the  opinion  of  the  Official 
Receiver,  be  calculated  to  benefit  the  general  body  of 
the  creditors. 
Dated  this  day  of  190    . 

Signature  of  Creditor, 
Signature  of  Witness, 
Address, 
If  the  debtor  has  been  adjudged  bankrupt,  he  may  at  any 
time  thereafter  propose  a  composition  or  scheme,  and  if  it  is 
aooepled  by  the  creditors,  the  same  proceedings  must  be 
taken  and  the  same  consequences  ensue  as  in  the  case  of  a 


composition    or    scheme    accepted    before    adjudication. 
(Section  23  of  the  Act  of  1883.) 

In  connection  with  the  voting  upon  the  proposal,  it  will  be 
noticed  that  compositions  and  schemes  have  a  resolution  all 
to  themselves,  which  is  neither  "  ordinary  "  nor  "  special." 
Sub-section  (2)  provides  that  before  a  proposal  is  deemed  to 
be  duly  accepted  it  must  be  voted  for  by  a  majority  in 
number  and  three-fourths  in  value  of  all  the  creditors  who 
have  proved  ;  therefore,  creditors  who  do  not  vote  for  it  are 
reckoned  as  voting  against  it,  and  there  are  no  neutrals. 
"  Creditors  who  have  proved  "  means  those,  of  course,  who 
have  proved  and  whose  proofs  have  been  admitted  to  vote. 
The  debtor  may  amend  the  terms  of  the  proposal  provided 
the  amendment  is,  in  the  opinion  of  the  Official  Receiver, 
calculated  to  benefit  the  general  body  of  creditors  (Sub- 
section 3),  and  this  section  is  usually  very  liberally  inter- 
preted by  the  Official  Receiver. 

It  may  be  as  well  here  to  mention  that  if  it  is  desired  to 
have  a  trustee  (other  than  the  Official  Receiver)  under  the 
proposal,  the  name  of  such  trustee  must  be  inserted  in  the 
proposal  and  become  an  integral  part  of  it ;  he  cannot  be 
appointed  by  a  subsequent  resolution,  as  in  bankruptcy 
under  an  adjudication.  I  was  once  myself  the  victim  of 
this  rule  in  a  case  where  both  the  debtor  and  the  creditors 
were  willing ;  the  Official  Receiver  smiled  approval,  but  the 
Board  of  Trade  subsequently  upset  all  our  intentions  by 
holding  that,  as  my  name  did  not  appear  in  the  proposal 
as  accepted  by  the  creditors,  the  subsequent  resolution 
(passed  at  the  same  meeting)  was  ultra  vires^  and  that  the 
Official  Receiver  must  be  the  trustee. 

Where  the  appointment  of  a  trustee  is  provided  for.  the 
proposal  must  also  fix  his  remuneration  or  state  how  and 
by  whom  it  is  to  be  fixed,  or  he  may  find  when  he  has  done 
all  the  work  that  he  can  get  no  pay  for  it. 

The  usual  thing  is,  in  the  case  of  a  composition,  to  fix  the 
remuneration  in  the  proposal  at  so  much  per  cent,  upon  the 
amount  of  the  composition,  and,  in  the  case  of  a  scheme  of 
arrangement,  to  provide  in  the  scheme  for  the  appointment 
of  a  committee  of  inspection,  and  empower  them  to  fix  the 
remuneration  of  the  trustee.  It  is,  of  course,  not  necessary 
to  name  the  committee  in  the  scheme. 

The  proposal,  although  having  been  duly  accepted  by  the 
creditors,  would  be  by  no  means  out  of  the  wood,  as  before 
it  can  become  operative  it  requires  the  approval  of  the 
Court,  and  it  is  here  that  the  real  battle  often  begins.  Very 
many  proposals,  which  are  enthusiastically  accepted  by 
creditors,  are  subsequently  rejected  by  the  Court  under  its 
powers.  It  is  considered  by  many  people  to  be  very  unfair 
that  the  Court  should  have  the  power  of  overriding  the 
expressed  wishes  of  the  creditors,  but  the  present  is  hardly 
the  occasion  on  which  to  go  into  that.  Suffice  it  to  say 
I  that  the  Court  has  held  that  it  must  consider  not  only  the 
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wishes  of  the  creditors,  but  the  conduct  of  the  debtor  and 
the  interests  of  the  public. 

The  application  to  approve  is  made  either  by  the  debtor 
or  the  Official  Receiver,  and,  upon  such  applicatioUi  the 
Court  fixes  a  day  to  consider  the  same,  notice  of  the  appoint- 
ment having  to  be  given  to  the  creditors.  Some  weeks 
generally  elapse  between  the  acceptance  of  a  proposal  by  the 
creditors  and  its  approval  or  otherwise  by  the  Court.  The 
application  cannot  be  heard  until  the  public  examination  of 
the  debtor  has  been  completed,  and  it  is  not  usually  made 
until  after  that  event  has  happened.  The  reason  for  this 
provision  will  become  evident  to  you  in  a  few  minutes. 
Upon  the  hearing  of  the  application,  besides  the  debtor  and 
the  Official  Receiver,  any  creditor  who  has  proved  may  be 
heard  by  the  Court,  and  may  oppose  the  application, 
notwithstanding  that  at  the  meeting  he  voted  in  favour  of 
the  proposal— one  of  the  few  cases  in  which  the  law  allows 
a  man  to  change  his  mind;  and,  similarly,  the  Official 
Receiver  may  oppose  a  scheme,  although  he  has  previously 
recommended  it  in  his  report  to  the  creditors.  {Re  Bottomley, 
1893, 10  Morrell  262.)  Sub-section  (8)  provides  that  if  the 
Court  is  of  opinion  that  the  terms  of  the  proposal  are  not 
reasonable,  or  are  not  calculated  to  benefit  the  general  body 
of  creditors,  or,  in  any  case  in  which  the  Court  is  required, 
where  the  debtor  is  adjudged  bankrupt,  to  refuse  his  dis- 
charge, the  Court  shall  refuse  the  proposal ;  and  Sub-section 
(9)  enacts  that  if  any  facts  are  proved  on  proof  of  which  the 
Court  would  be  required  either  to  refuse,  suspend,  or  attach 
conditions  to  the  debtor's  discharge,  were  he  adjudged  bank- 
rupt, the  Court  shall  refuse  to  approve  the  proposal  unless 
it  provides  reasonable  security  for  payment  of  not  less  than 
7s.  6d.  in  the  £  on  all  the  unsecured  debts  provable  against 
the  debtor's  estate ;  and  by  Sub-section  (10)  the  Court  has 
discretion  in  any  other  case  either  to  approve  or  refuse  to 
approve  the  proposal.  As  to  the  circumstances  under  which 
the  Court  is  required  to  refuse,  suspend,  or  attach  conditions 
to  a  bankrupt's  discharge,  you  are  referred  to  Section  8 
of  the  Bankruptcy  Act,  1890. 

Speaking  generally,  it  may  be  said  that  no  scheme  will  be 
approved  by  the  Court  which  does  not  comply  with  at  least 
these  two  conditions,  namely : — 

(a)  It  must  give  the  creditors  some  advantage  which 
they  would  not  get  were  the  debtor  adjudged 
bankrupt. 
(6)  It  must  provide  reasonable  security  for  the  payment 
of  not  less  than  7s.  6d.  in  the  £. 

It  will  be  noticed  that  the  latter  condition  is  only  imposed 
under  circumstances  in  which  the  Court  would  not  grant  a 
bankrupt  an  unconditional  order  of  discharge,  but  as  one  of 
these  circumstances  is  that  the  assets  are  not  equal  to  los. 
in  the  £  on  the  liabilities,  it  becomes  necessary  in  every  case 
^vide  reasonable  security  for  at  least  7s.  6d.  in  the  ;f . 


As  to  what  is  reasonable  security  that  is,  of  course,  a 
question  for  the  Court  to  determine  upon  all  the  facts  of  the 
case.  I  have  personally  known  cases  where  on  the  one 
hand  the  Court  has  approved  a  scheme  of  arrangement 
under  which  the  assets  did  not  realise  even  the  odd  6d.  in 
the  £,  and  on  the  other  hand  refused  to  approve  a  scheme 
which  vested  in  the  trustee  assets  which  ultimately  produced 
in  the  bankruptcy  sufficient  to  pay  all  the  creditors  20s.  in 
the  £  and  4  per  cent,  interest  and  leave  a  surplus  for  the 
debtor,  the  only  deduction  to  be  drawn  from  which  is  that 
learned  Registrars  are  no  more  infallible  than  most  other 
mortals.  It  has  been  held  that  "  reasonable  security  " 
implies  that  the  sum  secured  shall  be  paid  at  once  or  within 
a  reasonable  time  and  not  at  a  distant  date  (Ex  parte 
Paine,  W.N.  1891,  p.  208  C.A.),  but  I  know  of  a  scheme 
which  was  approved  by  the  Court  in  the  year  1895  under 
which  the  Registrar  estimated  that  it  would  take  twenty 
years  to  pay  the  los.  in  the  £  provided  for,  so  that  apparently 
a  "  reasonable  time  "  is  a  somewhat  elastic  phrase.  A  very 
usual  method  of  providing  reasonable  security  for  the  pay- 
ment of  7s.  6d.  in  the  £  is  by  personal  guarantee  of  that 
amount  to  the  satisfaction  of  the  Official  Receiver. 

Advantages  over  bankruptcy  offered  by  debtors  always 
take  one  of  three  forms,  viz. : — 

(a)  An  increase  in  the  assets. 

(b)  A  decrease  in  the  liabilities. 

(c)  A  combination  of  these  two. 

And  of  these  the  most  usual  is  a  diminution  of  the 
liabilities  by  certain  creditors  (generally  members  of  the 
debtor's  family  or  friends)  releasing  their  debts.  The  Court 
has  held  that  where  this  is  suggested  the  releases  must  be 
absolute  and  not  made  conditional  upon  the  scheme  going 
through,  and  the  terms  on  which  the  debts  have  been  released 
must  be  shown  upon  the  face  of  the  proposal  {Re  Pilling ;  ex 
parte  Board  of  Trade^  1903,  2  K.B.  50) ;  and  also  that  the 
creditors  whose  debts  have  been  released  cannot  vote  upon 
the  question  of  the  acceptance  or  rejection  of  the  scheme  (Re 
BaineSf  86  L.T.  691).  The  names  of  the  releasing  creditors 
and  the  amounts  of  their  debts  should  also  be  stated  in  the 
proposal. 

I  wish  before  I  leave  this  part  of  my  subject  to  emphasise 
the  fact  that  a  scheme  must  ofier  some  advantage  over 
bankruptcy.  I  remember  having  a  case  where  the  debtor's 
statement  of  afiairs  showed  assets  equal  to  about  15s.  in  the 
£,  and  the  debtor's  solicitor  calmly  informed  me  that  he 
intended  to  put  forward  a  proposal  for  the  payment  of  a 
composition  of  7s.  6d.  in  the;^ !  He  was  under  the  impression 
that  the  Court  always  approved  a  scheme  if  7s.  6d.  in  the 
£  was  provided  for,  regardless  of  the  ratio  between  the 
debtor's  assets  and  liabilities,  and  it  took  me  some  time  to 
convince  him  of  his  error.  Needless  to  say  that  solicitor's 
bankruptcy  practice  was  not  an  extensive  one.  When  the 
proposal  has   been   approved  the  receiving  order  is  dis- 
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charged,  and  the  adjadication  (if  any)  annulled.  It  is  not 
necessary  to  provide  for  these  in  the  proposal  itself. 

The  proposal,  having  been  duly  accepted  and  approved,  is 
binding  on  all  the  creditors  so  far  as  relates  to  debts 
provable  in  bankrupty,  but  does  not  release  the  debtor 
from  certain  debts  from  which  he  would  not  be  discharged 
by  an  order  of  discharge  following  an  adjudication  {vide 
Section  (ii).  There  is,  however,  always  the  possibility, 
sometimes  amounting  even  to  probability,  that  the  debtor 
on  his  part  will  fail  to  carry  out  the  terms  of  his  proposal. 
The  L^islature  has  provided  for  this  contingency  by 
enacting  that  the  provisions  of  the  proposal  may  be  enforced 
by  the  Conrt  upon  the  application  of  any  person  interested 
(Section  14),  and  also  that  if  default  is  made  in  the  payment 
of  any  instalment  due,  or  it  appears  to  the  Court  that  the 
composition  or  scheme  cannot,  in  consequence  of  legal 
difficulties,  or  for  any  sufficient  cause,  proceed  without 
injustice  or  undue  delay  to  the  creditors  or  the  debtor,  or 
that  the  approval  of  the  Court  was  obtained  by  fraud,  the 
Court  may  annul  the  composition  or  scheme,  and  adjudge 
the  debtor  bankrupt.  Assuming,  however,  the  debtor  to 
have  duly  done  his  part,  it  only  remains  for  the  Official 
Receiver  or  trustee  to  carry  out  the  terms  of  the  composition 
or  scheme.  . 

It  is  necessary  to  remember  that  where  a  trustee  is 
appointed  he  must  give  security  to  the  satisfaction  of  the 
Board  of  Trade,  in  the  same  manner  as  a  trustee  in 
bankruptcy,  before  he  can  act,  and  that  the  provisions  of 
the  Bankruptcy  Act  as  to  the  audit  of  his  accounts,  the 
control  of  the  Board  of  Trade  over  him,  and  other  similar 
matters  apply  to  him  ;  as  do  also  those  provisions  which 
relate  to  the  administration  of  the  property  of  the  debtor,  so 
far  as  the  nature  of  the  case  and  the  terms  of  the  composition 
or  scheme  admit. 
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Presidential  Address. 


By  Mr.  John  Gordon,  F.C.A. 


The  members  of  the  Leeds  and  District  Chartered 
Acooantant  Students*  Association  dined  together  on  the  20th 
ult.  at  the  Hotel  M6tropole,  Leeds.  Mr.  John  Gordon, 
F.C.A.  (President  of  the  Association,  and  Leeds  representa- 
tive 00  the  Council  of  the  Institute  of  Chartered  Accoun- 
tants), was  in  the  chair,  and  the  company  included  Mr. 
W.  B.  Peat,  F.C.A.  (President  of  the  Institute  of  Chartered 
Accoontants),  Mr.  C.  H.  Wilson  (President  of  the  Society  of 
Incorporated  Accountants),  Mr.  J.  S.  R.  Phillips,  Mr.  Henry 
Oliver  (Hon.  Secretary  of  the  Leeds  and  District  Society  of 


Chartered  Accountants),  Mr.  R.  A.  Smithson,  Mr.  W.  E. 
Parr,  Mr.  W.  H.  H.  Brooks,  Mr.  James  Berry,  Mr.  Dawson 
Ward,  Mr.  F.  H.  Perrins,  Mr.  A.  F.  Dodd,  F.C.A.  (Chair- 
man of  the  Union  of  Chartered  Accountant  Student 
Societies)  Mr.  G.  C.  Veale,  and  others.  Mr.  ;H.  G.  Payton. 
the  Hon.  Secretary,  was  prevented  from  attending  through 
ill-health. 

Mr.  John  Gordon,  in  the  course  of  an  interesting  presi- 
dential address,  said  he  was  there  as  the  successor  of  Mr. 
Gaskell  Blackburn,  who  was  for  many  years  President  of 
the  Society.  They  had  now  entered  upon  a  new  era.  He 
was  to  be  the  first  of  a  changing  series,  and  year  by  year 
they  would  offer  fresh  victims  on  the  altar  of  President  or 
Chairman  of  that  Society.  (Laughter.)  In  that  he  thought 
they  would  be  doing  the  right  thing.  Speaking  of  the 
necessity  of  doing  something  to  get  a  register  of  accountants 
established,  Mr.  Gordon  observed  that  they  wanted  the 
status  of  the  profession  fixed.  It  was  a  moot  point  as  to 
whether  the  Incorporated  Accountant  should  be  included 
with  the  Chartered  Accountant.  That  was  a  very  difficult 
question.  But  on  a  register  they  need  not  do  that.  Within 
the  ring  fence  they  might  be  on  the  register,  and  yet  remain 
as  separate  entities.  "That  can  be  achieved,"  said  Mr. 
Gordon,  "  if  the  young  Chartered  Accountants  will  help. 
They  have  been  very  hostile,  for  reasons  personal  to  them- 
selves, and  very  weighty  reasons.  They  look  around,  and 
say — Why  should  we,  with  our  five  years'  service,  and  com- 
paratively heavy  fees  given  in  order  that  we  may  enter  the 
sacred  temple  of  accountants,  be  put  on  a  level  with  others 
who  have  not  had  to  go  through  the  same  mill  ?  I  should 
like  to  remind  the  younger  members  that  if  that  attitude  is 
to  be  persisted  in  for  ever  the  ranks  of  the  profession  can 
never  be  closed  up.  I  am  heartily  in  favour  of  it,  and  I. 
believe  Mr.  Peat  has  expressed  considerable  sympathy  with 
it  on  more  than  one  occasion.  We  are  strong  in  numbers, 
and  strong  in  the  relative  increase  of  our  numbers.  Both 
relatively,  and  in  the  total,  we  are  extremely  strong."  Mr. 
Gordon  went  on  to  say  that  the  desire  of  the  best  men  was 
first  to  secure  the  protection  of  the  public  against  the 
charlatan.  That  could  only  be  achieved  by  promoting  the 
prosperity  of  their  profession.  He  hoped  no  narrow  spirit 
would  stand  in  the  way,  and  that  the  young  Chartered 
Accountants  would  on  the  first  opportunity  plump  for 
progress.  (Hear,  hear.)  Their  Institute  was  well  on  the 
road  to  success.  Success  must  also  be  the  aim  of  the 
individual  accountant.  But  they  wanted  more  than  mere 
monetary  success.  They  wanted  a  wide  practice.  They 
wanted  to  be  of  solid  benefit  to  their  clients,  and  to  acquire 
a  good  and  world-wide  reputation.  (Hear,  hear.) 
Th$  Capacity  for  Industry, 

Character  was  often  dilated  upon  as  the  greatest  factor 
contributing  to  a  man's  success  in  all  professions.  That 
was  true.    But  passing  on  to  the  more  particular  qualities 


18 


THE     ACCOUNTANT 


January  5,  1907. 


on  which  they  must  rely,  he  put  in  the  first  place  industry. 
He  did  not  mean  industry  merely  in  theory.  That  was 
good  in  its  way,  but  it  must  be  subordinated  to  industry  in 
practical  work.  (Hear,  hear.)  If  they  wished  to  achieve 
success  they  must  go  in  for  the  genius  of  taking  pains, 
because  theirs  was  a  profession  of  never-ending  detail.  Then 
they  wanted  in  their  profession  clear  thinking.  (Hear, 
hear.)  The  outsider  and  the  beginner  thought  there  was  not 
much  room  for  thinking  in'accountancy ;  they  said  that  two 
and  two  made  four,  and  they  could  not  make  them  anything 
else,  and  therefore  accuracy  was  all  that  was  required.  But 
wider  experience  showed  that  outside  such  things  as  trans- 
cendental philosophy  there  was  nothing  from  which  more 
conflicting  conclusions  could  be  drawn  than  from  masses  of 
figures;  therefore,  to  be  sure  of  their  arguments,  they 
should,  whenever  possible,  dismiss  figures  from  them  alto- 
gether. (Laughter.)  That  he  recommended,  not  only  to 
accountants,  but  to  Protectionists  and  Free  Traders  alike. 
(Hear,  hear,  and  laughter.) 

Dealing  with  answers  to  questions  in  examination  papers 
on  the  provision  of  sinking  fund  for  the  redemption  of  assets, 
Mr.  Gordon  remarked  that  the  opponents  of  the  system 
always  chose  some  short  lived  asset,  like  an  engine,  or  a 
boiler,  or  a  cable,  stating  triumphantly  that  it  would  wear 
out  before  the  expiry  of  the  redemption  period,  and  they 
always  ignored  anything  like  the  purchase  of  gathering 
grounds,  or  the  construction  of  reservoirs,  which,  barring 
earthquakes  or  volcanoes,  would  be  in  existence  eight 
hundred  or  eight  thousand  years  hence.  Or  they  talked  of 
<' obsolescence  " — a  hideous  word.  (Laughter.)  Well,  thirty 
years  ago  gas  was  said  to  be  obsolete,  and  gas  shareholders 
were  running  into  the  market  with  their  shares.  Yet  to-day 
it  was  giving  the  electric  light  such  a  run  for  its  money  that 
it  was  taking  it  all  its  time  to  hold  up  its  head  against  it. 
The  sufficiency  of  the  provision  for  the  sinking  fund  rested 
not  with  the  ratepayer  or  the  accountant,  and  if  insufficient 
the  Government  Department  should  be  moved  to  increase  it. 
In  Leeds  on  an  equating  period  they  gave  a  diminishing 
payment,  and  until  the  day  arrived  when  the  Government 
Department  got  alarmed  they  might  assume  that  the  fund 
was  sufficient.  For  a  purpose  of  this  kind  one  fund  was 
better  than  two.  (Hear,  hear.)  In  all  Corporation  under- 
takings it  was  provided  that  if  the  undertaking  itself  did  not 
provide  a  sinking  fund  the  ratepayers  must  make  up  the 
difference.  It  appeared  to  him  that  the  opposition  to  the 
efficiency  of  a  sinking  fund  arose  largely  from  a  general 
aversion  to  municipal  trading.  Within  bounds  this  aversion 
was  reasonable.  But,  in  his  judgment.  Corporations  should 
have  the  power  to  trade  in  all  things  which  were  in  the 
nature  of   monopolies,  and    which  disturbed   the  streets. 

(Hear,  hear.) 

Imagination  IndispensabU, 

An  accountant,  said   Mr.  Gordon,  should    have   some 

imagination.    People  would  say,  *' What  ?    Imagination  in 


a  trade  so  hard  and  matter  of  fact?'*  Bvt  they  did  need 
imagination  in  dealing  with  clients  and  opponents,  especially 
in  the  witness-box.  (Hear,  hear,  and  laughter.)  To  be  a 
good  witness  he  must  have  such  imagination  as  would  enable 
him  to  surmise  what  a  cross-examining  lawyer  was  after. 
(Hear,  hear.)  Another  recommendation  which  Mr.  Gordon 
made  to  accountants,  was  that  they  should  read  poetry. 
Some  might  think  that  a  curious  recommendation  to  make 
to  a  prosaic  profession.  A  good  accountant  should,  how- 
ever, be  able  to  speak  clearly  and  effectively.  "Poetry," 
he  remarked,  "  makes  witty,  enriches  the  vocabulary, 
gives  form  and  colour  to  your  language,  and  fires  the 
imagination.'* 

As  illustrating  the  growth  of  the  profession,  the  President 
mentioned  that  when  he  started  in  it  36  years  ago  there 
were  about  a  dozen  accountants  in  Leeds ;  to-day  there  were 
about  120.  At  the  former  period  they  had  one  accountant 
for  every  20,000  of  the  population,  and  now  they  had  about 
one  for  every  4,000,  or  five  for  every  20,000.  Although  they 
had  made  great  progress  in  the  fact  that  there  was  much 
more  appreciation  of  the  labour  of  accountants  they  had 
been  very  slow  in  associating  with  each  other,  and  in 
acquiring  cohesion,  but  they  had  now  a  real  Accountants' 
Society  in  Leeds,  wHich  would  further  the  idea  of  cohesion 
among  men  of  the  same  profession.    (Applause.) 

Mr.  R.  A.  Smithson,  who  proposed  "The  Institute  of 
Chartered  Accountants,"  commented  on  the  progress  it  had 
made.  In  1884  there  were  1,467  members,  and  according 
to  the  last  report  they  had  3,480,  an  increase  of  over  2,000 
in  twenty-two  years.  Leeds  had  borne  a  proportionate 
share  in  support  of  the  Institute,  and  they  hoped  that  before 
very  long  they  might  have  the  Provincial  Autumn  Meeting 
of  the  Institute  in  their  city.    (Hear,  hear.) 

Accountants  and  Legal  Recognition. 
Mr.  W.  B.  Peat,  President  of  the  Institute  of  Chartered 
Accountants,  who  responded  to  the  toast,  said  he  was  very 
nearly  a  Yorkshi reman.  Yorkshire  was  the  place  of  his 
adoption,  the  place  where  he  established  his  business,  and 
the  place  where  any  success  which  he  had  achieved  had 
come  to  him.  (Hear,  hear.)  Turning  to  the  subject  of  the 
toast,  Mr.  Peat  said  he  believed  the  real  interest  of  Chartered 
Accountants  was  to  be  found  in  association  with  their  pro- 
fessional brethren.  He  could  remember  the  time  when 
professional  accountancy  numbered  only  some  few  hundreds 
altogether,  represented  by  those  who  became  the  Institute 
of  Chartered  Accountants.  In  x88o  probably  their  total 
number  did  not  exceed  500  or  600.  Now  they  numbered 
3,600,  but  that  did  not  cover  the  demand  of  the  public 
for  the  professional  accountant.  That  demand  was  not 
only  represented  by  the  Institute,  but  also  by  the  Incorpo- 
rated Society.  And  if  they  were  to  go  forward  in  the 
direction  of  getting  legal  recognition  for  their  profession. 
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of  obtaining  the  inclusion  of  all  who  were  pro- 
fessionally competent,  and  of  obtaining  the  exclu- 
sion of  those  who  were  not  so  professionally  capable, 
they  must  adopt  no  selfish  policy.  (Hear,  hear.)  They 
must  act  not  only  for  the  Institute,  but  for  all  other 
professional  accountants.  If  they  went  forward  hand-in- 
hand  with  other  professional  accountants,  he  hoped  and 
thought  there  was  a  prospect  of  the  Legislature  giving  legal 
recognition  to  their  profession.  To  him  that  seemed 
possible  only  in  a  register  to  include  every  accountant 
capable  of  performing  his  duties.    (Applause.) 

"  The  Leeds  and  District  Chartered  Accountants 
Students'  Association  "  was  proposed  by  Mr.  A.  F.  Dodd. 

In  reply,  Mr.  J.  W.  Burrell  said  that  during  the  year 
the  membership  of  the  Association  had  risen  from  52  to  59, 
and  there  had  been  an  improved  attendance  at  the  meetings. 
But  they  wanted  to  see  a  greater  interest  taken  in  the 
Society  by  practising  accountants  in  the  district.  (Hear, 
hear.)  He  believed  that  one  of  the  reasons  why  their 
progress  had  not  been  so  great  as  it  ought  to  have  been  was 
because  of  that  lack  of  interest.  As  one  means  of  inducing 
greater  interest  among  the  members  outside  Leeds,  it  was 
proposed  to  hold  an  ordinary  meeting  at  Bradford. 

Mr.  G.  C.  Veale  proposed  "  The  Visitors,"  and  claimed 
for  accountancy  the  designation  of  a  leatned  profession 
because  of  the  serious  responsibilities  they  undertook. 

Mr.  J.  S.  R.  Phillips,  replying  in  humorous  vein,  said  the 
visitors  were  a  distinguished  assembly,  some  of  them  men  who 
were  accustomed  to  speak  before  Leeds  audiences  in  council 
and  out  of  council ;  one  might  almost  say,  in  some  cases,  in 
season  and  out  of  season.  (Loud  laughter.)  He  had  in  mind 
the  line  from  "Timon  of  Athens."  where  the  steward  said, 
*'  Call  me  before  the  strictest  auditors  and  put  me  on  the 
proof."  (Laughter.)  He  claimed  a  sort  of  kinship  with 
accountancy.  For  if  he  laid  stress  on  heredity,  he  might 
recall  the  fact  that  his  father  was  an  accountant  in  the  old 
days  when  accountants  were  accustomed  to  plead  in  the 
Bankruptcy  Court  a  remarkably  complex  law  which  nobody 
was  expected  to  understand,  and  to  explain  accounts  which 
also  were  inexplicable.  (Laughter.)  But  beyond  that  he 
was  a  member  of  a  Chartered  Institute,  which  in  its 
initiation  had  followed  the  example  of  the  accountants—the 
Institute  of  Journalists.  Journalists  could  not  set  up  such 
strict  regulations  as  accountants,  because,  unfortunately, 
in  journalism  they  were  obliged  to  admit  any  man  who 
could  write  (the  Chairman:  "  Legibly."  and  laughter)  not 
legibly,  but  intelligibly.  That  was  a  very  aifierent  thing 
(Hear  hear.)  It  did  strike  him  that  in  a  perfect  accountant 
they  had  a  very  good  summary  indeed  of  some  of  the 
qualities  which  were  required  in  journalism.  (Laughter.)  If 
he  might  be  allowed  to  play  upon  the  word,  both  accountants 
and  journalists  had  to  deal  with  accounts.  (Laughter.)  Then 
they  had  to  have  clear  thinking  in  regard  to  masses  of 


figures.  Journalists  had  to  handle  accounts  on  the  spur  of 
the  moment  at  night,  and  to  present  masses  of  statistics  in 
some  form  which  should  at  least  appear  intelligible  to  the 
ordinary  reader.  (Laughter.)  They  must  have  imagination — 
(laughter) — in  short,  they  had  so  many  things  in  common 
that  he  regarded  himself  almost  as  one  of  themselves. 
(Applause.) 

Mr.  Peat,  referring  again  to  the  subject  of  registration, 
urged  that  there  was  a  public  demand  for  thoroughly 
qualified  accountants.  One  of  the  causes,  he  thought,  was 
the  multiplication  of  gentlemen  of  the  *'  brass-plate  order,*' 
who  had  no  qualification  whatever  to  describe  themselves  as 
accountants.  The  older  members  of  the  profession,  in  his 
opinion,  had  little  or  nothing  either  to  gain  or  lose  by 
registration.  But  the  younger  members  would  gain,  in  that 
they  would  be  fulfilling  the  public  desire.  Registration 
would  not  succeed  unless  it  was  by  the  goodwill  of  the 
younger  members  of  the  profession.     (Applause.) 

"The  Chairman"  was  honoured  on  the  proposition  of 
Mr.  P.  McC.  Wilson,  and  Mr,  Gordon  responded. 

An  interesting  musical  programme  was  interspersed 
with  the  speeches,  the  contributors  being  Messrs.  G.  L. 
Barton,  F.  T.  Barwick,  and  Wilson  Foster. 
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Some  Difficulties  in  Trust  Accounts,  with  special 
reference  to  Adjustments  between  Llfeowner 
and  Remainderman  where  Property  Is  Realisable. 


By  Mr.  Walter  Strachan,  Barrister-at-Law. 


A  MEKTiNG  of  the  members  of  this  Society  was  held  on 
Friday,  the  7th  December  1906,  at  the  Grand  Hotel,  Bristol, 
at  5.30  o'clock,  under  the  presidency  of  Mr.  John  Ball  Ball, 
F.C.A.,  of  London  (Vice-President  of  the  Institute),  who 
was  supported  by  Messrs.  Fred.  A.  Jenkins,  F.C.A.  (Presi- 
dent of  the  Bristol  Society),  Clare  Smith,  F.C.A.,  and 
Stephen  Tryon,  F.C.A.,  several  other  members  and 
members  of  the  Students'  Society  being  also  present. 

The  Chairman  expressed  the  pleasure  be  felt  at  being 
present  that  evening,  and  his  feeling  that  such  meetings 
must  tend  to  draw  the  members  of  the  profession  closer 
together.  He  then  called  Mr.  Walter  Strachan,  Barrister- 
at-Law,  to  read  a  paper  which  he  bad  prepared  upon 
"Some  Difficudties  in  Trust  Accounts,  with  special  refer- 
•*ence  to  Adjustments  between.  Lileowner  and  Remainder- 
"man  where  property  is  realisable."  The  paper  was  ai 
follows :  — 

I  conceive  that  the  first  dirty  of  a  Chartered  Accountant 
before  he  applies  lumself  to  the  preparation  of  Trust 
Accounts  (whether  they  relate  to  land,  or  houses,  stocks. 
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shares,  or  other  personal  property)  is  to  closely 
familiarise  himself  with  the  contents  of  the  will  or  settle- 
ment which  regulates  the  trust,  since  should  he  fail  in  this 
he  may  find  his  labour  ill  bestowed  because  of  some  clause 
or  wording  of  the  document  which  was  previously  over- 
looked, and  which  necessitates  the  entire  remodelling  of 
the  whole  basis  on  wiiich.  the  accounts  have  to  be 
prepared. 

The  subject  now  proposed  to  be  discussed  is  of  general, 
and,  moreover,  is  of  essential,  importance,  and  eveiy  Char- 
tered Accountant  will  find  his  work  greatly  facilitated  if 
he  clearly  understands  the  principles  of  the  legal  rules 
involved,  and  it  behoves  him  to  be  ever  vigilant  and  on  the 
alert  to  ascertain  whether  they  apply  to  the  particular  case 
he  happens  to  have  in  hand. 

A  very  learned  Judge,  Lord  Lindley,  in  a  case  relating 
to  one  of  tlie  rules  we  are  about  to  discuss,  but  which  rule 
had  been  overlooked  by  the  trustees,  though  they  were 
solicitors,  remarked  that  ninety-nine  people  out  of  a 
hundred,  and  even  ninety-nine  solicitors  out  of  a  hundred, 
might  have  been  guilty  of  the  same  oversight,  which 
required  "the  keen  eyes  of  an  extremely  good  equity 
lawyer"  to  find  out.  To  be  forewarned .  is  to  be  fore- 
aimed,  and  it  is  well  to  remember  that  the  keen  eyes  of  an 
equity  lawyer,  or  the  eagle  vision  of  a  Chancery  Judge, 
may  perchance  discover  that  a  rule  of  adjustment  has 
been  forgotten  which  will  require  the  accounts  to  be 
readjusted  on  a  wholly  difierent  footing. 

Our  subject  relates  to  "Adjustment  between  Lifeowner 
"  and  Remainderman  as  regards  Property  realisable  under 
"(i)    a   Trust   for    Conversion,    or    (2)    as   Wasting   or 
"Insecure  Assets,  or  Reversionary  Interests." 
Trustees  must  Exercise  Discretion  in  Realisation  of  Property, 

The  law  allows  trustees  and  executors  a  certain  amount 
of  discretion  in  order  to  prevent  property  beosg  realised  at 
a  loss ;  thus,  though  executors  have  under  usual  circum- 
stances one  year  from  the  testator's  death,  to  get  in  his 
personal  estate,  there  is  no  inflexible  rule  that  they  must 
do  so  at  all  hazards,  disregardless  of  the  monetary 
interests  of  those  concerned. 

"  The  result  of  the  authorities  seems  to  be  that  tliere  is 
"  no  fixed  rule  that  conversion  must  take  place  by  the  end 
"of  the  year,  but  that  is  the  primd  facie  rule,  and 
''executors  who  do  not  convert  by  that  time  must  show 
"some  reason  why  they  did  not  do  so."  (Gray burn  v. 
Clarkson,  L.R.  3  Ch.  605.) 

The  conversion  of  property  which  is  expressly  directed 
to  be  sold  (which  direction  is  known  as  a  ''trust  for  con- 
version ")  will  be  governed  by  the  terms  of  the  will  or 
settlement,  and  need  not  detain  us. 

So  we  pass  to  the  second  branch  of  our  subject — 
namely,  where  the  Court,  in  order  to  mete  out  even  justice 
Set  ween  lifeowner  and  remainderman  when  there  happens 


to  be  property  of  a  wasting  nature,  and  in  kindred  cases, 
implies  an  intention  on  the  part  of  the  testator  that  the  pro- 
perty shall  be  sold  unless  he  has  shown  a  contrary 
intention. 

Rule  as  to  Wasting  and  Insecure  Assets  and  Reversionary 
Interest; 

This  is  the  law  familiarly  known  as  ''the  Rule  in  Howe 
V,  Dartmouth^"*  and  proceeds  on  the  principle  that  when 
property  of  a  short  duration,  wasting  away  year  by  year, 
is  left  to  A.  for  life  and  then  to  6.,  then,  in  order  that  B.  or 
his  estate  may  derive  some  benefit  from  the  gift,  the  law 
compels  a  sale  of  the  wasting  assets  and  the  investment 
cf  the  proceeds. 

The  justice  of  this  is  apparent.  Suppose,  for  example, 
that  a  very  wealthy  South  African  dies,  leaving  his  estate 
to  his  young  widow  for  life  and  then  to  his  children.  Sup- 
pose further  that  his  estate  consists  of  shares  in  gold 
mines  yielding  in  some  cases,  say,  a  100  per  cent,  profit, 
but  the  duration  of  the  mines  is  possibly  ten  years.  Here, 
unless  the  law  interfered,  the  widow  would  receive  a  very 
large  income,  and  at  her  death  her  children  might  dis- 
cover, to  their  dismay,  that  their  father's  capital  had  prac- 
tically melted  away. 

In  this  instance  the  remainderman  would  be  injured, 
but  a  similar  injustice  to  the  lifeowner  would  arise  sup- 
posing a  man  died  leaving  the  bulk  of  his  property  invested 
in  reversionary  interests,  such  as  policies  held  on  the  lives 
of  other  persons.  Here  the  Court  steps  in  on  behalf  of  the 
lifeowner,  and  says,  "  These  reversionary  interests  must  be 
"sold,  and  the  money  invested  so  that  the  lifeowner  can 
"derive  some  income  from  the  property,  which  daily 
"increases  in  value  but  yields  no  income." 
The  Rule  Stated, 

It  is  now  purposed  to  state  the  rule  as  to  wasting  pro- 
perty and  the  like.  The  quotation  is  well  known,  and  the 
law  contained  in  it  was  enimciated  by  the  Court  of  Appeal 
in  1878. 

"The  rule  itself  is  a  simple  one,  founded  upon  a  pre- 
"  sumption  that  where  persona]  estate  is  given  in  terms 
"amounting  to  a  general  residuary  bequest  to  be  enjoyed 
"by  persons  in  succession,  such  persons  are  to  enjoy  the 
^  same  thing  in  succession^  and  effectuating  the  presumed 
"intention  of  the  testator  by  this  conversion  into  invest- 
"  ments  approved  by  the  "Court  of  so  much  of  the  per- 
"  sonalty  as  is  at  the  death  of  the  testator  of  a  wasting^  or 
"perishable,  or  insecure  nature,  and  also  of  reversionary 
^interests"    (Macdonald  v.  Irvine^  8  Ch.D.  loi.) 

The  rule  thus  judicially  stated,  it  will  be  seen,  extends 
to  (i)  wasting,  (2)  or  insecure  assets,  and  (3)  reversionary 
interests.  An  instance  of  a  wasting  asset — namely,  a  gold 
mine — ^has  been  already  given.  A  lease  of  valuable  pro- 
perty having  a  few  years  unexpired  is  not  uncommon,  and 
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is  anolSier  instance  of  a  wasting  asset.    The  case  of  rever- 
sionary interests  has  been  already  mentioned. 
Whether  the  Rule  as  to  Insecure  Assets  applies  to  Investments 
of  a  Permanent  but  possibly  Hcaardous  Nature. 

On  principle  it  seems  difficult  to  see  why,  for  example,  if 
ordinary  stock  of  the  London  and  North- Western  Railway 
is  left  to  A.  for  life  and  then  to  B.  that  there  should  be 
any  rule  of  law  which  requires  it  to  be  sold  for  the  benefit 
of  Ae  remainderman ;  on  the  other  hand,  a  man  may  leave 
shares  in  a  speculative  joint-stock  company  yielding  high 
dividends  which  in  the  interests  of  the  remainderman 
ought  to  be  sold.  # 

In  those  circumstances  it  would  be  just  to  the  remainder- 
man that  conversion  should  be  made,  but  the  law  is  by 
no  means  clear  on  the  point,  and  it  is  difficult  to  say 
whether  the  Court  at  the  present  day  requires  all  unautho- 
rised investments  (that  is,  investments  not  authorised  by 
the  tenns  of  the  trust,  or  by  law  as  trustee  investments)  to 
be  realised. 

Binding  Nature  of  the  Rule  requiring  Cottversion  of  Wasting 
and  Insecure  Assets  and  Reversionary  Interests, 

A  trustee  or  executor  who  neglects  to  act  on  the  rule  we 
are  discussing,  and  over-pays  a  lifeowner,  is  personally 
liable  to  make  good  the  amount.  Its  binding  nature 
wherever  it  applies  has  been  thus  judicially  expressed: — 
""It  is  quite  clear  that  the  rule  must  be  applied,  unless 
"  upon  the  fair  construction  of  the  will  you  find  a  sufficient 
**  indication  that  it  is  not  to  be  applied,  the  burden  in  amy 
*  case  being  upon  the  person  who  says  that  the  rule  of  the 
"  Court  .  .  .  ought  not  to  be  ^plied  in  the  particular 
''instance.'*    (Mtudonald  v.  Irvine^  8  Ch.D.  loi.) 

At  this  stage  of  our  discussion  it  may  be  well  to  review 
what  has  been  said.  We  have  seen  that  property  is 
realisable  either  (i)  under  an  express  trust  for  conversion 
of  it,  or  (2)  because  the  law  implies  a  sale  in  certain  cases 
in  Older  to  e£Fect  justice  between  the  beneficiaries.  We 
have  further  seen  that  though  ^ceoutors  must  realise  pro- 
perty required  to  be  sold  (as  a  general  rule  within  one 
year),  yet  where  circmnstances  justify  delay  some  latitude 
is  allowed  tfiem. 

Bearing  these  factors  in  mind  we  next  proceed  to  inquire 
what  are  the  practical  methods  of  adjustment  adopted  by 
the  Court  under  the  circxmistances. 

In  order  to  attain  brevity  I  propose  to  state  the  law 
which  governs  the  conversion  of  property  as  regards  the 
respective  rights  of  lifeowner  and  remiainderman  in  the 
four  following  rules. 

Rula  applying  to  Adjustment  between  Lifeowner  and 
Remainderman  as  regards  the  Conversion  of  Property, 
Rule  /. — {a)  Except  where  Rules  III.  and  IV.  apply, 
when  property  either  (i)  impliedly  under  the  rule  relating 
to  wasting  assets,  or  (2)  expressly  under  a  trust  for  con- 
Tersion,  is  properly  convertible  within  the  first  year  suc- 


ceeding the  testator's  deaA,  then  the  rights  of  lifeowner 
and  remainderman  are  to  be  adjusted  as  follow. 

(b)  The  property  must  be  deemed  to  have  been  converted 
at  the  end  of  the  first  year,  and  the  proceeds  invested  in 
2%  per  cent.  Consols,  and  the  lifeowner  is  entitled  as 
from  the  testator's  death  to  the  interest  (2.^.,  dividends)  on 
the  sum  so  deemed  to  have  been  invested  in  Consols. 
(Brown  v.  Gellatly,  L.R.  2  Ch.  751.) 

Illustration. — Testator  gives  has  residuary  estate  (which 
includes  colliery  shaores  of  a  wasting  nature  yielding  large 
dividends)  to  A.  for  life,  and  then  to  6.  B.  (the  remainder- 
man) can  require  the  shares  to  be  sold,  and  A.  (the  life- 
owner)  will  be  entitled  to  interest  from  the  testator's  death 
on  such  sum  of  Consols  as  would  be  produced  if  the  shares 
had  been  sold  one  year  after  the  death  and  invested  in 
Consols. 

Rule  II.  (a)  Except  where  Rules  I.,  III.,  and  IV.  apply, 
when  property  is  convertible  either  (1)  impliedly  as  wasting 
assets,  or  (2)  expressly  imder  a  trust  for  conversion,  the 
rights  of  lifeowner  and  remainderman  are  to  be  adjusted 
as  follow. 

(b)  A  value  must  be  placed,  on  the  property  as  if  it  had 
been  converted  at  the  testator's  death,  and  the  lifeowner  is 
entitled  to  such  rate  of  interest  as  under  all  the  circum- 
stances of  the  case  would  be  a  fair  equivalent  for  the 
annual  income  derivable  from  the  proceeds  if  invested  at 
the  death.  (Wentworth  v.  Wentworth  (1900),  A.C.  163.) 
The  present  rate  of  interest  which  should  probably  be 
taken  is  3  per  cent.    (Re  Woods  (1904),  2  Ch.  4.) 

Illustrations. — (i)  Testator  gives  his  estate  (which 
includes  certain  shares)  to  A.  for  life,  and  then  to  B.  The 
executors  could  not  realise  the  shares,  except  at  a  loss, 
until  two  years  after  the  testator's  death.  A  value  must 
be  placed  on  them  as  at  his  death,  and  the  lifeowner  is 
entitled  not  to  the  actual  dividends  pending  conversion, 
but  to  interest  at  an  ascertained  rate  from  that  time, 
which  would  at  present  be  3  per  cent. 

(2)  Freeholds  are  given  in  trust  for  conversion.  A.,  the 
lifeowner  of  the  proceeds,  is  not  entitled  to  the  rents  pend- 
ing the  sale,  but  to  interest  at  an  ascertained  rate  on  the 
value  of  the  freeholds  at  the  testator's  death. 

(3)  Land  is  given  in  trust  for  conversion,  and  A.  is 
entitled  to  a  life-interest  in  the  proceeds.  The  sale  is 
deferred,  and  ultimately  the  land  is  sold  for  building  pur- 
poses for  a  laige  sum,  but  has  yielded  in  the  interval  a 
meiely  nominal  rent.  The  lifeowner  is  entitled  to  an 
adjustment  as  if  the  property  had  been  sold  and  the  pro- 
ceeds invested  at  the  testator's  death. 

Rule  III. — (a)  Except  where  Rule  IV.  applies,  when  a 
reversionary  interest  (or  property  adjustable  on  the  same 
footing  as  a  reversionary  interest)  is  convertible,  the 
rights  of  lifeowner  and  remainderman  are  governed  by  the 
rule  in  Re  Chesterfield's  Trusts  (24  Ch.D.  643),  namely — 
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{b)  Inquire  the  sum  wfaich^  pot  out  at  3  per  oeat.  (see 
Rowlls  V,  Bebb,  1900,  2  Ch.  107)  per  aunuin  on  the  day  of 
the  testator's  deaths  and  accumulating  at  compound 
interest  calculated  at  that  rate,  with  yearly  rests,  and 
deducting  income-tax,  would,  with  the  accumulation  of 
interest,  have  produced  at  the  day  of  receipt  the  amount 
actually  received,  and  the  sum  so  ascertained  is  capital 
and  the  residue  of  the  sum  received  is  income. 

Note. — The  mode  of  adjustment  rests  on  the  principle 
that  the  rights  of  lifeowner  and  remainderman,  are  to  be 
treated  as  if  the  reversionary  interest  had  been  realised 
at  the  testator's  death  and  invested.  The  amount  when  it 
falls  into  possession  represents  a  return  of  capital  with 
interest  in  the  interval. 

Now,  if  any  part  of  the  capital,  say,  for  example,  ;^ioo 
is  taken,  and  compound  interest  from  the  testator's  death 
to  the  date  the  reversionary  interest  falls  in  is  added,  we 
arrive  at  a  sum  representing  an  ascertained  amount  of 
capital  and  an  ascertained  sum  of  interest. 

What  is  true  of  part  is  true  of  the  whole,  and  by  dividing 
the  actual  sum  received  in  these  proportions  we  ascertain 
how  much  of  the  whole  amount  received  is  to  be  treated 
as  capital  and  how  much  as  interest. 

Illustration. — Testator's  estate  included  a  reversionary 
interest.  He  died  in  1852,  and  thirteen  years  afterwards 
the  reversion  fell  in,  when  ;f8,656  los.  7d.  was  received. 
Now  if  ;^ 1 00  had  been  plaoed  out  at  the  testator's  death 
in  1852  at  compound  interest  at  4  per  cent.,  in  thirteen 
years,  when  the  reversion  fell  in,  it  would  have  yielded 
£6^  6s.  lod.  Dividing  ;^8,656  10s.  7d.  in  the  proportions 
of  ;^ioo  to  £(iy  6s.  lod.  (thirteen  years'  compound  interest), 
say,  roughly,  three-fifths  of  the  sum  received,  the  result  is 

Capital £Si^7^  ^9    o 

Interest  3>483  n     7 

;^8,656  10    7 
Note. — Interest  would  now  be  at  3  per  cent,  and  income- 
tax  is  deductible.    These  figures  are  from  a  case  noted  in 
Re  Chesterfield's  Trusts, 

Rule  IV. — The  preceding  rules  will  not  apply  where  a 
lifeowner  is  entitled  to  enjoy  the  income  of  the  property  in 
specie  {i.e.,  to  receive  the  actual  income  pending  conver- 
sion) by  reason  of  (i)  the  construction  placed  on  the  terms 
of  the  will  or  settlement,  or  (2)  by  impli(fation  of  law, 
which  gives  him  in  either  case  the  ri^ht  to  receive  the 
entire  actual  income. 

This  last  rule  concerns  the  construction  or  legal  effect 
of  the  document  relating  to  the  property  to  be  realised 
in  accordance  in  some  instances  with  principles  of  con- 
struction established  by  decided  cases  which  determine 
whether  the  lifeowner  was  intended  to  take  the  actual 
income  of  the  wasting  property  (or  whatever  the  property 


may  be),  but  with  this  part  of  our  subject  it  is  not  pro- 
posed to  deal. 

General  Comment  on  the  Rules  of  Adjustment, 

There  is  also  what  probably  may  be  called  an  additional 
rule  to  the  four  rules  already  mentioned,  but  it  is  rather  an 
obvious  one.  It  was  recently  decided  that  where  any 
income  to  which  a  lifeowner  is  not  entitled  becomes  capital 
and  is  invested,  the  income  derived  from  it  belongs  to  the 
lifeowner  (Re  Woods,  1904,  2  Ch.  4) — e.g,^  suppose  an  invest- 
ment  yielding  10  per  cent,  ought  to  have  been  converted  at 
the  end  of  the  first  year,  and  the  executors,  according  to 
t]|e  foregoing  rules,  ought  to  pay  the  lifeowner  only 
3  per  cent.,  the  remaining  7  per  cent,  must  be  invested, 
then  becomes  capital,  and  the  lifeowner  is  entitled  to  the 
interest  on  it. 

The  four  rules  thus  formulated  contain,  it  is  believed,  the 
principles  which  a  Chartered  Accountant  has  to  bear  in 
mind  in  the  preparation  of  Trust  Accounts,  and  they  are 
probably  more  or  less  known  to  members  of  the  profes- 
sion. The  rules  of  adjustment  between  lifeowner  and 
remainderman  may  be  summarised  thus.  Rule  I.  meets  the 
ordinary  case  where  personal  property,  such  as  stocks  or 
shares,  can  be  realised  without  loss  within  the  usual  period 
of  one  year  allowed  to  executors.  Here  the  basis  of  adjust- 
ment is  (realisation  at  the  end  of  the  first  year  and  invest- 
ment in  Consols.  Rule  II.  meets  the  case  where  the  circum- 
stances are  sudi  that  the  first  year  rule  does  not  apply. 
Here  the  value  of  the  property  is  taken  as  at  the  death, 
and  an  ascertained  rate  of  interest  (usually  3  per  cent.)  on 
the  capital  value  is  paid  to  the  lifeowner.  Rule  III.  deals 
with  reversionary  interest^,  and  Rule  IV  refers  to  cases 
where  the  lifeowner  is  presumed  to  have  been  intended  to 
take  ihe  actual  income  pending  conversion,  according  to 
the  terms  of  the  will  or  settlement. 

The  first  three  rules  have  been  developed  by  the  Judges 
during  the  last  hundred  years.  The  principle,  for  instance, 
of  securing  wasting  .property  for  the  benefit  of  the 
remainderman  is  obviously  founded  on  good  sense,  and  the 
lules  generally  would  probably  commend  themselves  to 
men  of  business.  The  actual  rules  of  thumb  adopted  may 
be  open  to  criticism,  especially  at  the  bands  of  skilled 
accountants  and  actuaries,  and  that  criticism  would  be 
valuable.  For  example,  it  is  not  easy  to  see  why  Rule  I. 
(the  first  year  rule)  should  not  be  incorporated  in  Rule  II., 
but  the  two  rules  clearly  exist.  (Brown  v.  Gellatly,  L.R, 
2  Ch.  751.)  The  inconvenience  of  having  to  make  a  cal- 
culation of  investment  in  Consols  in  applying  Rule  I.  was 
pointed  out  in  a  case  decided  in  1851.  (Morgan  v.  Morgan, 
14  Beav.  72.) 

The  conclusion,  it  may  be  suggested,  to  be  drawn  from 
the  observations  which  have  been  made  is  this :  That  a 
Chartered  Accountant  should  not  begin  the  preparation  of 
his  accounts  unless  he  has  clear  instructions  from  those  by 
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whom  he  is  employed  as  to  which  of  the  four  rules  is 
applicable  in  the  particular  case  in  which  his  services  are 
required ;  or,  to  express  the  same  thing  differently,  never 
commence  your  accounts  until  you  know  clearly  whether 
the  lifeowner  is  or  is  not  entitled  to  the  actual  income  of 
property  which  ought  to  be  realised. 


The  paper  was  followed  by  some  remarks  by  the  Chair- 
man, after  which  Mr.  Clare  Smitih  moved  a  vote  of  thanks 
to  the  lecturer,  which  was  seconded  by  Mr.  Fred.  A. 
Jenkins.  Both  these  gentlemen  made  observations  upon 
the  paper,  and  a  general  discussion  of  considerable  interest 
ensued. 

Mr.  Strachan,  in  returning  thanks,  answered  many  ques- 
tions which  had  been  asked,  and  took  up  the  points  raised 
by  the  various  speakers.  A  successful  meeting  being 
brought  to  a  close  by  a  hearty  vote  of  thanks  to  Mr.  Ball 
for  presiding. 

The  members  of  the  Society  dined  together  afterwards, 
under  the  presidency  of  Mr.  Fred.  A.  Jenkins,  when  the 
following  guests  were  present: — Mr.  John  Ball  Ball, 
F.C.A.,  Hon.  George  Colville  (Secretary  of  the  Institute), 
Messrs.  Walter  Strachan,  Louis  C.  Danger  (President  of 
the  Bristol  Incorporated  Law  Society),  H.  L.  Riseley, 
G.  H.  Boucher,  and  A.  E.  Ashmead  (Lecturers  to  the 
Bristol  Chartered  Accountants  Students'  Society),  F.  H. 
Thorpe,  and  Arthur  Taylor  (London). 


XCbe  nottbetn  Cbatteted  Bccountants 
Stu&cnte'  Society. 


Third  Aaaual  Diaaer. 


The  third  annual  dinner  of  the  above  Society  took  place 
at  Gilley's  Restaurant,  Newcastle-upon-Tyne,  on  nth 
December  1906. 

Mr.  F.  C.  Squance,  F.C.A.,  President,  occupied  the 
chair,  and  was  supported  on  the  ri^t  by  Mr.  Thomas 
Gourlay,  Official  Receiver  in  Bankruptcy,  and  on  the  left 
by  Mr.  £.  Clark,  solicitor,  these  two  gentlemen,  together 
with  Mr.  Penman,  solicitor,  Gateshead,  and  Mr.  M.  W. 
Emley,  Secretary  of  the  Newcastle  Law  Students'  Society, 
being  the  guests  of  the  evening. 

After  the  loyal  toasts  were  duly  honoured,  Mr.  E.  Clark 
proposed  the  toast  of  "The  Northern  Chartered  Account- 
ants Students'  Society,"  and  dwelt  upon  the  advantages 
which  such  Societies  afforded  to  students  of  meeting  their 
cootemporaries. 

Mr.  G.  Atkinson  (Hon.  Secretary)  responded,  and  gave 
an  account  of  the  work  of  the  Society  during  the  past  year. 

Mr.  A.  Wigfield,  A.C.A.,  proposed  "The  Legal  Profes- 
sion," and  Mr.  Penman  responded. 


Mr.  W.  C.  Forster,  F.C.A.,  proposed  "Oux  Guests,"  and 
Mr.  Gourlay  responded. 

Mr.  H.  H.  Bowden,  A.C.A.,  in  proposing  the  toast  of 
"  The  President,"  dwelt  upon  the  valuable  work  which  the 
Working  Union  was  doing  in  the  education  of  accountant 
students. 

Mr.  Squance  suitably  responded. 

A  number  of  excellent  songs  and  recitations  were  given 
by  Mr.  Tompkins,  of  Newcastle. 


xanfon  of  (I bartered  Bccountant  Student 
Soctettes. 


At  a  meeting  of  the  Joint  Committee,  held  in  London, 
on  Thursday,  the  6th  December  last,  the  following  Students' 
Societies  were  represented : — Bristol,  Birmingham,  Hull, 
Liverpool,  London,  Manchester,  Northern,  Nottingham,  and 
Sheffield.  An  apology  for  non-attendance  was  received 
from  the  Leeds  Society. 

Mr.  A.  F.  Dodd,  F.C.A.,  presided,  and  there  were  present, 
Mr.  G.  H.  Red  fern,  A.C.A.  (Hon.  Secretary),  and  a  good 
attendance  of  delegates. 

The  minutes  of  the  last  meeting,  held  on  the  8th 
December  1905,  were  confirmed,  and  the  reports  relating  to 
prize  essays,  lectures,  and  joint  debates  for  the  current 
year,  were  duly  adopted. 

The  Chairman  announced  that  the  Leeds  and  District 
Chartered  Accountants  Students'  Association  had  become 
affiliated  to  the  Union  during  the  year,  and  that  now  the 
Union  embraced  all  the  Chartered  Accountant  Students' 
Societies  in  England. 

The  Chairman  further  announced  that  a  deputation  had 
attended  a  Conference  with  the  Students*  Grants  Com- 
mittee of  the  Institute  on  the  20th  November  last,  at  which 
Conference  the  educational  needs  of  provincial  Students' 
Societies  were  fully  explained.  The  reply  of  the  Institute 
when  received,  would  be  communicated  to  the  various 
Societies  interested. 

The  accounts  for  the  year  ended  31st  December  1905, 
duly  audited,  were  submitted  to  the  meeting,  and  adopted. 

An  estimate  of  expenditure  for  the  current  year  was  sub- 
mitted, and  a  levy  at  the  rate  of  3d.  per  member  (bringing 
up  the  total  levy  for  the  year  1906  to  6d.  per  member)  was 
authorised  to  meet  the  said  expenditure. 

Mr.  A.  F.  Dodd,  F.C.A.,  was  re-elected  Chairman,  and 
Mr.  G.  H.  Redfem,  A.C.A. ,  was  re-elected  Hon.  Secretary 
for  the  ensuing  year. 

Ou  the  proposition  of  Mr.  Bowden  (Northern),  seconded 
by  Mr.  Campbell  (Kingston-upon-Hull),  the  cordial  thanks 
of  the  meeting,  accompanied  by  a  small  honorarium,  were 
presented  to  the  Hon.  Secretary,  Mr.  G.  H.  Redfern, 
A.C.A.,  as  a  slight  recognition  of  his  labours  on  behalf  of 


24 


THE    ACCOUNTANT 


January  5,  1907. 


the  Union  during  the  past  year.  Mr.  Redfern  having  suit- 
ably replied,  it  was  then  provisionally  arranged  to  hold  the 
next  general  meeting  of  representatives  in  Nottingham. 

Other  general  business  having  been  disposed  of,  and 
hearty  votes  of  thanks  passed  to  Mr.  H.  Lanham,  A.C.A., 
for  the  use  of  the  meeting  room,  and  to  those  who  had 
served  on  the  various  Committees,  the  proceedings  then 
terminated. 


Zbc  Soctets  of  Bccountants  and  Budttots. 


Examination   Results,  December  1906. 

Final  (Honours  Candidates  in  Order  of  Merit). — Albert 
Allen,  Sheffield  (First  Prize  and  First  Certificate  of  Merit) ; 
Robert  Alexander  Wetherall,  Stalybridge  (Second  Prize 
and  Second  Certificate  of  Merit) ;  Charles  Townsend, 
Leeds  (Third  Certificate  of  Merit) ;  Frank  Arthur  Crew, 
London  (Fourth  Certificate  of  Merit) ;  Jamshed  Rustamjee 
Batliboi,  London  (Fifth  Certificate  of  Merit) ;  James  Leslie 
Milne,  Bootle  (Sixth  Certificate  of  Merit) ;  Arthur  Frederick 
Gill,  London  (Seventh  Certificate  of  Merit) ;  Arthur  Henry 
Hales,  London  (Eighth  Certificate  of  Merit). 

(Alpibabetical  Order). — Thomas  Francis  Banville,  Man- 
chester ;  Herbert  Overall  Bamsley,  Walsall ;  Ernest  Victor 
Blake,  London  ;  William  Clemens,  London ;  Timothy  Cole- 
man, Cork ;  Robert  Hollows,  Wigan ;  Herbert  Kirkwood, 
Glasgow;  Thomas  Latham,  Wigan;  John  Turner 
Lennox,  London ;  John  Lomax,  Bolton ;  Robert  Rayner 
MacConnal,  Liverpool ;  Christopher  Percy  Oswald, 
London ;  Charles  Rothwell,  Eccles ;  William  Keller 
Snow,  Guildford ;  Reginald  Lawrence  Tayler,  London ; 
Herbert  James  Thompson,  Newcastle-upon-Tyne ; 
Herbert  John  Tyson,  Newcastle-upon-Tyne ;  Clifford 
Yewdall,  Leeds.  (Seventeen  candidates  failed  to  satisfy 
the  examiners.) 

Equivalent  to  Final  (Alphabetical  Order). — ^James 
Barker,  Huddersfield ;  Ascot  Bush,  Stockton-on-Tees ; 
John  Broyden  Carrington,  London ;  Arthur  James 
Harper,  London ;  Richard  James  Reed,  London ; 
John  Thomas  Slater,  Oldham;  John  Sanders  Walkley, 
London. 

Intermediate  (Honours  Candidates  in  Order  of  Merit).— 
Ernest  Cecil  Hawksworth  Tabbern,  Leicester  (Prize 
and  First  Place  Certificate) ;  Charles  Percival  Barrow- 
cliff,  Stockton-on-Tees  (Second  Place  Certificate) ; 
Bernard  Arthur  Gaunt,  Leeds  (Third  Place  Certificate). 

(Alphabetical  Order). — ^Walter  Lewis  Addyman,  Leeds ; 

Donald  Harry  Bates,  Hanley ;  William  Joseph  Blakeley, 

Hull ;   Frank  Bland,  Southend-on-Sea ;   Ralph  Macaulay 

Branson,     Batley ;      George     William     Briggs,     Leeds ; 

hur  Edward  Brookes,  London;   John  Bower  Brown, 


Sheffield ;  Leslie  Edward  BrOwn,  Leeds ;  Thomas  Booth 
Brown,  Manchester;  Arthur  Paulet  Byers,  London; 
Frederick  Henxy  Carter,  London ;  James  Arthur  Clarkson, 
Ashton-under-Lyne ;  Herbert  Dodd,  London  ;  Percy  Boys 
Dodd,  Manchester ;  Alfred  Harman  Edwards,  Dorchester ; 
Marcus  Huntingdon  Eve,  London ;  Frank  William  Anton 
Eveleighs  London ;  Major  James  Faulks,  London ; 
Arthur  Julius  Feek,  Birmingham;  Harry  Clegg  Fraser, 
Manchester;  Leonard  Gilbert,  Manchester;  Percy  James 
Goodchild,  London ;  George  Frederick  Grimshaw,  Man- 
chester ;  William  Symonds  Growtage,  Bridgwater ; 
G«orge  Percival  Harrison,  Birmingham ;  WOliam  Lidford 
Hartley,  London ;  James  Albert  Hulme,  Manchester ; 
Arthur  Egbert  Humm,  London ;  Geoige  Harry  Johnson, 
Wolverhampton ;  Henry  Ewart  Jones,  Wrexham ; 
William  Lloyd,  Dudley ;  Alfred  Bertram  Mason,  Birming- 
ham ;  Thomas  William  Moorby,  Beverley ;  Alfred  Edwin 
Olivant,  Bradford ;  John  William  Priestley,  Nottingham ; 
Frank  Richardson,  Wigao;  Charles  Brent  Smith, 
Gloucester ;  Thomas  Bertram  Smdih,  Ashton-under-Lyne  ; 
Williami'  Henry  Smith,  Manchester;  John  Charles 
Spurgen,  Folkestone ;  Norman  Thompson,  Bishop  Auck- 
land ;  Charles  Vannix,  Norwich ;  Edgar  Garfield  Walton, 
West  Hartlepool ;  William  Whitfield,  London ;  Alex- 
ander Allen  Wright,  Belfast.  (Seventeen  candidates 
failed  to  satisfy  the  examini^rs.) 

Preliminary  (Alphabetical  Order). — John  McLellan 
Allison,  Wrexham ;  Henry  Bailey,  Whaley  Bridge ; 
Robert  Moffat  Berry,  Keighley ;  Eric  Charles  Bur- 
roughs, London ;  Donald  Chidloe  Cameron,  London ; 
Edward  Clough,  Keighley ;  Leonard  Dunhill,  Dewsbury  ; 
Harold  William  Flint.  Sheffield;  Frank  Herbert  Harper, 
London ;  Frank  Leonard  Hickmott,  Longfield ;  Thomas 
Jewitt,  Stockton-on-Tees ;  Rupert  Lindley,  Shipley ;  Lewis 
Lord,  Bacup ;  Cedric  St.  John  Lucas,  Southampton ; 
Leslie  Howson  Pullen,  London ;  John  Ramsay,  Glasgow  ; 
George  Harwood  Rigby,  Horwich ;  Henry  Rose,  London  ; 
Edgar  Albert  Shuter,  Southampton ;  Frederic  Vital 
Simmons,  London  ;  Alfred  Jasper  Stickland,  Wolverhamp- 
ton ;  William  Robert  Wildridge,  I^ndon ;  John  Gilbert 
Wright,  Stoke-on-Trent.  (Seven  candidates  failed  to 
satisfy  the  examiners.) 


The  Gloucestbr  Railway  Carriage  and  Wagon  Co., 
LiM..  Gloucester,  have  sent  a  presentation  copy  of  the  '*  Gloucester 
Diary  "  for  1907,  in  which  is  included  a  *•  Directors'  Calendar,'* 
and  a  note  on  each  day  throughout  the  Diary  to  enable  the 
periodic  recurrence  of  fixed  engagements  to  be  recorded,  such  as 
Board  or  Council  Meetings,  fixed  to  be  held,  for  example,  on  the 
second  Tuesday  in  each  month.  Among  the  notes  for  visitors  to 
Gloucester  particulars  are  given  respecting  many  features  of 
interest,  including  the  Severn  '•  Bore,"  the  Gloucester"  Mop," 
and  the  "  Festival  of  the  Three  Choirs,"  which  is  perhaps  the 
oldest  and  most  important  annual  musical  meeting  held  in  Great 
Britain  (the  Welsh  Eisteddfod  alone  excepted).  This  Festival 
occurs  in  Gloucester,  in  September  1907. 
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Statistical  abstract  of  failures  an^  ot  Sills  of  Sale 


Published 

in  "Kemp's  Mercantile  Gazette" 

during 

the  Year  1906. 

Bankruptcies. 

Deeds  of  Arrangement. 

Bills  of  Sale. 

Trades. 

Totals. 

In- 
crease 
1906 

De- 
crease 
1906 

Totals. 

In- 
crease 
1906 

De- 
crease 
1906 

Totals. 

In- 
crease 
1906 

De- 
crease 

1906 

1905 

1906 

1905 

1906 

1905 

1906 

Bankers      

Bnilding  and  Timber  Trades 

Chemists  and  Druggists          

Coal  and  Mining  Trades         

Corn,  Cattle,  and  Seed  Trades 
Draperr.  Silk,  and  Woollen  Trades 
Earthenware  and  Glass  Tradas 

Fanners 

Furniture  and  Upholstery  Trades    . . 

Hardware  and  Metal  Trades 

Iron  and  Steel  Trades 

Leather  and  Coach  Trades 

Merchants,  Brokers,  and  Agents 
Printing  and  Stationery  Trades 
Wine,  Spirit,  Beer,  and  Tobacco  Trades  . . 
Miscellaneons 

2 
616 

81 
145 
217 
394 

23 
190 

71 
917 
129 
114 

:l? 
'^ 

I 

64s 

80 

129 

242 

394 
27 

82 
99t 

i 

209 

X 

I 
16 

34 
12 

29 

25 

4 
«4 
II 
74 

34 
37 
28 
57 

45 
53 

443 
59 
73 
155 
705 
37 

126 
889 
171 

^ 

251 
74 
III 

145 

^i 

193 

167 
III 
aa8 
280 

220 
102 

3 
9 
10 

4 

II 
5 

24 

66 
18 

ii 
96 

,i 

29 
15 

475 
129 
120 
358 
410 
20 

t 

122 

?d 

209 
304 

382 
3303 

I 
539 
152 

18 
378 
125 
914 
140 

t& 

141 
371 

:§ 

3452 

I 
64 
23 
23 

si 

35 
27 

12 
80 

5^ 

67 

87 
149 

Totals  for  England  and  Wales 

„       „    Ireland          

„    Scotland* 

t 

i°4 

653 

•• 

357 
34 

24 

3877 
323 
551 

584 

•• 

277 
59 
33 

7657 
230 

t% 

12 

780 

*  In  Scotland  "  Esutes  Sequestrated  "  and  "  Cessio  Bonorum  *'  Uke  the  place  of  '*  Bankruptcies,"  and  "  Trust  Deeds  "  take  the  place  of 
"  Deeds  of  Arrangement."    The  Bills  of  Sale  Acts  do  not  apply  to  Scotland. 


It  has  been  pretty  clear  for  some  time  past  thait  trade 
has  been  steadily  recoiwriog  from  the  severe  commercial 
depressioa  tiirough  which  the  country  has  passed  during 
the  last  few  years.  A  glance  at  the  figures  of  gazetted 
failures  given  above  shows  that  during  1906  the  improved 
conditions  have  been  general,  and,  excepting  the  cases  of 
three  particular  trades,  affect  all  trades  alike.  Taking  the 
figures  for  England  and  Wales,  the  striking  feature  is  the 
remarkable  decrease  in  tihe  number  of  bankruptcies,  which 
come  out  at  a  total  of  4,446,  compared  wil^  4.803  for  the 
preceding  year,  showing  a  net  decrease  of  357,  after  allow- 
ing for  an  increase  of  64  bankruptcies  in  certain  specified 
trades  over  last  year's  figures  in  the  same  trades.  Turning 
to  the  statistics  for  deeds  of  arrangement,  we  find  an 
equally  satisfactory  improvement,  the  figures  being  3,877 
for  last  year,  as  against  4)  154  for  1905,  or  a  falling-ofi  of 
277.  But  here,  again,  there  has  been  an  increase  of  66  in 
the  number  of  deeds,  as  regards  certain  trades,  mainly  the 
same  trades  as  were  responsible  for  the  increase  in  bank- 
ruptcies. Comparing  the  figures  for  the  past  two  years  in 
these  two  methods  of  administering  insolvent  estates,  we 
find  that  the  tendency  has  been  to  prefer  official  bankruptcy 
to  any  sort  of  arrangement  by  means  of  registered  deed. 
It  may  be.  of  course,  that  there  were  cases  of  private 
arrangement  by  receipts,  without  any  registered  deed,  but 
this  method  is  not  favoured  by  creditors,  and  the  gazetted 
figures  would,  probably,  not  be  materially  affected  by  the 
cases  that  may  have  been  carried  out  in  this  way.    The  fact 


seems  to  be  that  at  present  creditors  prefer  to  have  an 
official  investigation,  and,  perhaps,  this  is  not  surprising 
when  it  is  remembered  that  lately  a  kind  of  professional 
trustee  has  been  growing  up  who  lives  and  thrives  on  deeds 
of  arrangement,  and  does  not  always  consider  the  real 
interests  of  the  creditors,  and  so  the  preference  during  the 
last  two  years  appears  to  have  been  for  bankruptcy  pure 
and  simple.  From  the  point  of  view  of  actual  pecuniary 
gain  to  creditors,  one  method  is,  probably,  quite  as  costly 
and  unsatisfactory  as  the  other. 

The  general  improvement  is  shown  most  strikingly  in  the 
figures  dealing  with  bills  of  sale.  Here  we  find  that  for 
England  and  Wales  there  is  the  very  large  net  decrease  of 
780,  the  figures  for  1906  being  7,657,  as  against  8,437  ^o^ 
1905.  The  figures  for  1904  were  7,922,  so  that  1906  not  only 
wiped  off  the  very  heavy  increase  of  515  which,  took  place 
in  1905  but  also  effected  a  decrease  of  265  on  the  figures  for 
1904.  It  is  satisfactory  to  notice  that  the  improvement  in 
this  particular  table  is  reflected  most  largely  in  those 
trades  which  had  in  previous  years  been  most  hardly  hit 
by  the  depression  then  prevailing.  The  grocery  and  pro- 
vision trades,  for  example,  which  in  1905  showed  169  more 
bills  of  sale  than  in  the  previous  year,  had  in  1906  the  sub- 
stantial decrease  of  134.  The  building  and  timber  trades, 
too,  which  in  previous  years  had  heavy  figures  in  our  lists, 
now  show  an  improvement,  the  bills  of  sale  in  these  trades 
during  1906  being  475,  as  against  539  in  1905,  or  a  falling 
off  of  64.    And  the  same  satisfactory  results  are  shown  in 
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all  the  other  trades,  with  the  exception  of  two— the  earthen- 
ware and  glass  trades,  where  there  is  an  increase  of  2,  and 
the  leather  and  coach  trades,  where  68  more  bills  of  sale 
were  registered  last  year  than  in  the  preceding  year. 
Taking  this  table  all  through,  it  shows  very  clearly  that 
trade  conditions  were  far  less  stringent  in  1906  than  they 
were  for  several  years  previously,  and  it  seems  to  promise 
well  for  the  ensuing  year. 

Turning  to  the  statistics  of  gazetted  failures  for  the  whole 
of  the  United  Kingdom,  we  find  the  same  improvement 
upon  the  two  preceding  years.  In  1906  the  total  was  9,990, 
as  against  10,774  in  1905,  and  10,666  in  1904,  giving  a 
decrease  of  676  compared  with  1904,  and  7S4  compared  with 
1905,  the  figures  for  the  latter  year  being  the  highest  for 
any  of  the  past  ten  years.  This  result  is  arrived  at  by 
taking  the  returns  for  the  whole  Kingdom,  but  the  improve- 
mient  is  still  shown  if  the  figures  are  taken  for  each  country. 
The  decrease  in  each  case  is,  in  Englajid  and  Wales  634, 
in  Scotland  57,  and  in  Ireland  93.  Although  we  are  still  a 
long  way  ahead  of  the  figures  during  the  years  1895  to 
1903,  the  statistics  show  that  a  very  substantial  improve- 
ment has  taken  place  during  the  past  year,  and  we  may 
hope  for  still  better  results  to  come. 

Some  interesting  figures  will  be  found  in  the  compara- 
tive table  of  failures  in  the  various  trades.  Th/us,  in  the 
building  and  timber  trades,  which  have  suffered  so  badly 
for  several  years,  the  number  of  failures  last  year  was 
smaller  than  in  any  previous  year  since  1902,  while  in  the 
chemists  and  druggists  trades  the  figures  have  been  steadily 


things  appear  to  remain  at  much  the  same  average.  There 
was  in  this  trade,  however,  a  decrease  of  18  in  deeds  of 
arrangement,  and  no  alteration  in  bankruptcies.  The  pre- 
ference which  is  shown*  in  this  trade  for  deeds  of  arrange- 
ment is  clearly  seen,  the  nitmber  of  deeds  being  705,  as 
against  394  bankruptcies.  The  actual  recorded  failures  in 
the  grocery  and  provision  trades  remains  at  the  high  figure 
of  1,080,  and,  although  this  is  a  decrease  on  the  previous 
year's  figures,  it  still  stands  much  higher  than  it  did  in 
preceding  years.  The  trades  which  have  come  oft  best  are 
the  iron  and  steel  trades.  Fanners  in  England  and  Wales 
appear  to  have  done  rather  better  last  year,  the  bank- 
ruptcies showing  24  less  than  in  1905,  and  there  were  also 
substantial  decreases  in  Scotland  and  Ireland.  In  the 
winding-up  of  public  companies  we  have  in  England  and 
Wales  a  net  increase  of  37,  and  in  Scotland  an  increase  of 
24.  In  Ireland  there  is  a  decrease  of  8.  The  increase  in 
England  and  Wales  is  made  up  almost  entirely  of  com- 
mercial and  manufacturing  companies.  Probably  many  of 
these  were  formed  to  take  up  businesses  which  otherwise 
would  have  figured  in  ^e  bankruptcy  returns  in  the 
ordinary  way,  and  did  no  better  for  being  incorporated, 
and  possibly  a  number  of  the  companies  were  so  badly  hit 
by  the  depression  of  the  past  few  years  that  they  could  not 
hold  out  any  longer.  In  the  case  of  comp>any  winding-up, 
the  preference  appears,  from  tl.e  figures,  to  be  for  volun- 
tary, IS  against  compulsory,  administration. 

The  debentures  issued  for  1906  amounted  to  ;f78,594,598, 
compared  with  ;f78, 2 14,438  for  1905. 


increasing  during  the  same  period.    In  the  drapery  trade, 

Failures  of  Farmers. 
The  following  are  the  variations  in  the  official  Failures  of  Farmers  during  the  past  12  years  ;- 


England  and  Wales 

Scotland 

Ireland 


United  Kingdom. 


1895 


1896        1897 


303 
.36 


858  1 

241 

53 

.»2 

28 

19 

359 


339 


IH98 

1899 

1900 

I9OI 

1   1902 

1 88 

135 

170 

'55 

'    178 

44 

24 

25 

38 

1     40 

20 

21 

17 

14 

19 

252 

180 

212   1 

207 

237 

1 

1903 

1904 

1905 

1906 

156 
31   ■ 

'     2i   1 

185 

49 
14 

214 
48 
24 

190 
33 
15 

208 

248 

286 

238 

Failures   in   the    United  Kingdom. 

The  statistics  of  Failures  in  the  United  Kingdom  for  the  19  years  since  the  Deeds  of  Arrangement  Act,   1887,  came 
into  operation,  to  the  end  of  1906,  are : — 


Year 


1890 
1891 
1892 
1893 
1894 
1895 
1896 
1897 
1898 
1899 
1900 
1901 
1902 
X903 
1904 
1905 
1906 


England  and  Wales 
8,389 
8,077 
7.353 
7.430 
8,221 
9,116 
8,976 
8.140 
7.70I 
7.526 
7.758 
7.352 
7.996 
7.852 
7,782 
8,137 
8,875 
8.957 
8,383 


Total 
10,263 
9.784 
9,106 
9.261 
10,014 
11,022 
10,668 
9,790 
9,401 
9.184 
9.495 
9."3 
9.842 
9.687 
9.523 
9,872 
10,666 
10,774 
9.990 
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Failures  in  the  Various  Trades. 

Throaghout  the  United  Kingdom  the  ''gazetted  "  Failures  were  thus  distributed  amongst  the  following  trades,  and, 
for  comparison,  we  also  give  the  total  number  in  each  trade,  in  1905,  1904,  1903,  and  1902  : — 


1906      190S      1904      1903      1902 

Bankers           2 

Building  and  Timber  Trades       683 

Cbemists  and  Dnu[gists 94 

Coal  and  Mining  Trades 163 

Com,  Cattle,  and  Seed  Trades 260 

Drapery,  Silk,  and  Woollen  Trades       441 

Earthenware  and  Glass  Trades 27 

Farmers. .                  238 

Furniture  and  Upholstery  Trades         83 

Grocery  and  Provision  Trades 1,080 

Hardware  and  Metal  Trades       150 

Iron  and  Steel  Trades        129 

Jewellery  and  Fancy  Trades        182 

Leather  and  Coach  Trades          200 

Merchants,  Brokers,  and  Agents 246 

Printing  and  Stationery  Trades loi 

Wine,  Spirit,  Beer,  and  Tobacco  Trades  381 

Miscellaneous 779 

Touls  for  the  United  Kingdom  5i239                 51654                 5t3^                 S*094                 5.130 


720     . 

7" 

z 

710 

I 

72X 

86 

87        . 

66 

61 

143 

136        . 

146        .. 

102 

272        . 

298        . 

253        .. 

256 

442        . 

440 

449 

411 

27        . 

31 

34 

20 

286        . 

248 

208         .. 

237 

91        . 

III 

103 

79 

1,155 

1,007 

1,016 

955 

116        . 

no 

80 

83 

169 

213 

167 

174 

226        . 

215 

175         . . 

193 

236 

229           . 

199 

201 

301        . 

255 

242 

291 

97        . 

93 

99 

96 

436        . 

413 

380        .. 

443 

850        . 

790 

765        .. 

806 

Winding-up  of  Public  Companies. 
The  following  Windings-up  of  Public  Companies  were  published  during  the  years  1906  and  1905 : — 


Compulsory 
Totals 

Voluntary 

Summary 

Totals 

Grand  Totals          '    Increase 

Decrease 

1906 

1905 

1906 

1905 

1906 

1905                1906 

1906 

Banking       

Commitfcial 

Manufacturing       

I 
87 
19 

3 

70 
16 

7 

1,342 
228 

7 

1,343 

208 

8 

1,429 

247 

10 

1,413 

224 

16 
23 

2 

England  and  Wales        

Scotland •.        

Ireland         

107 

I 
4 

89 
4 

1,577 
123 
31 

1.558 
100 
39 

1,684 
124 
35 

1,647 
100 
43 

37 

24 

8 

Bonds  and  Judgments  in  Ireland. 
The  following  Bonds  and  Judgments  in  Ireland  were  published  during  the  past  10  years : — 


'      .8^ 

1898 

1899 

1900 

1 901 

1902 

1903 

1904 

1905 

1906 

Farmtfs         

Tradera         

Non-Traders 

..         ■          1,182 
699 

1.231 
928 
748 

1,046 
732 

820 

642 

795 

I, on 

611 

841 
595 

III 

954 

1,066 

1,184 

736 

Total    ..        ..    j     2,735 

2,907 

2,757 

2,427 

2,193 

2,417 

2,111 

2,359 

2,587 

2.9f'6 

Protested  Bills  of  Exchange  in  Scotland. 
The  following  Protested  Bills  of  Exchange  in  Scotland  were  published  during  the  past  12  years  :— 


1895  I  1896 


1897 


1898 


1899 


1900 


1901 


1902 


1903 


1904 


1905 


1906 


1,050      1,000 


894 


867 


840 


8x0 


834 


681 


675 


638 


597 


525 
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Cutrenci?  Commtdsion:  IRepott  of  tbe 
Bmetfcan  Xanftets*  Bssoctation* 


An  address  by  Mr.  Festus  J.  Wade,  delivered  before  the 
Bankers'  Club,  Detroit,  Mich.,  December  7th  1906. 


The  Currency  Commission,  composed  of  fifteen  repre- 
sentatives of  financial  institutions  from  different  parts  of 
the  country,  reached  a  unanimous  conclusion,  and  the 
report  represents  the  opinion  of  the  entire  Commission, 
and  it  is  the  hope  and  belief  of  the  Commission  HbeA  the 
principles  proposed,  when  thoroughly  understood  by  the 
people  of  the  country,  will  meet  the  approbation  of 
Congress,  and  result  in  the  passage  of  a  Bill  embodying 
the  principles  suggested. 

It  is  easy  to  criticise,  but  the  Commission  found  it  neces- 
sary to  construct  a  set  of  principles  that  would  work  in 
harmony  with  the  seven  forms  of  existing  currency ;  form 
suggestions  that  would  ultimately  retire  at  least  two  forms 
of  currency ;  and  always  keep  in  mind  the  fact  that  the 
national  banks  of  the  countiy  own,  as  security  for  outstand- 
ing circulation,  bonds  at  par  to  the  extent  of  1520,000,000. 
Consequently,  before  any  set  of  principles  were  adopted, 
the  fact  that  any  move  likely  to  cause  depreciation  of  the 
outstanding  Government  bonds  would  be  an  injury  to  the 
national  bank  had  to  be  constantly  borne  in  mind. 

Without  further  prelude,  I  will  explain  each  section  of 
the  report,  as  I  understand  it. 

Section  i. — Credit  Bank  Notes. 

The  qualifications  of  a  national  bank  to  issue  credit 
currency  are  twofold.  First,  it  must  have  been  in  existence 
at  least  one  year.  Second,  it  must  have  a  surplus  of  at 
least  20  per  cent,  of  its  capital  stock. 

Section  2, — Two  and  One-half  Per  Cent.  Notes, 

The  primary  purpose  of  this  section  is  to  create  a  cur- 
rency that  will  supply  the  need  of  our  rapidly  expanding 
commerce. 

If  we  do  not  wish  to  decrease  our  stock  of  money,  it  is 
manifest  some  new  form  of  currency  must  be  provided, 
because  with  the  constantly  decreasing  bonded  debt  of  the 
country  and  with  a  simultaneous  increase  of  the  capital- 
isation of  national  banks,  state  banks,  and  trust  companies, 
the  bond  secured  national  bank  note  has  been  brought  to 
about  a  maximum  of  its  issue. 

From  a  careful  reading  it  wiU  be  observed  tiut  a  bank 
caimot  issue  more  dian  25  per  cent  of  its  capital  in  credit 
cnnrency  notes,  which  are  subject  to  taxation  at  the  rate  of 
z%  per  cent,  per  annum  upon  the  average  amount  of  notes 
outstanding,  unless  or  until  the  present  proportion  of  the 
total  outstanding  unmatured  United  States  bonds,  to  the 
total  capitalisation  of  all  going  national  banks,  shall 
diminish.     Then   the    authorised    credit    notes   shall  be 


increased  to  a  correspondingly  greater  percentage  of  its 
bond  secured  circulation. 

For  the  purpose  of  explaining  this  provision,  we  will 
assume    the    present    unmatured    Government    bonds   to 

be        $900,000,000. 

The  capital  of  all  the  national  banks      ...    $800,000,000. 

The  outstanding  bank  circulation     $500,000,000. 

The  proportion  of  bond  secured  circulation  to  the  total 
national  bank  capital  would  therefore  be  62 J4  per  cent,  or 
five-eighths. 

Let  us  assume  that  the  Government  pays  off  within  one 
year  Govemiment  bonds  to  the  amount  of  $100,000,000, 
thus  leaving  the  bonded  debt  $800,000,000,  or  reducing  it 
one-ninth.  It  is  fair  to  assume  that  the  bond  secured 
circulation  of  banks  would  be  reduced  one-ninth,  or  in 
equal  proportion.  If,  therefore,  the  present  ratio  of,  say, 
6254  per  cent,  was  reduced  one-ninth,  or  say  7  per  cent.,  to 
55 K  per  cent,  of  the  bank  capital,  the  working  of  this  sec- 
tion would  be  to  enable  the  bank  to  issue  the  credit  cur- 
rency taxed  at  2j4  per  cent,  to  an  amount  equaJ  to  32  per 
cent,  of  the  capital ;  that  is  to  say,  25  per  cent,  plus  7  per 
cent.,  or  approximately  58  per  cent,  of  tiie  outstanding 
bond  secured  circulation. 

For  example,  supposing  the  present  circulation  to  be 
$500,000,000.     If  it  is  reduced  one-ninth,  or  $55,000,000. 

It  would  be $445,000,000. 

Which  latter  sum  is  approximately  5554  per  cent,  of  the 
assumed  capitalisation  of  the  national  banks. 

At  present  the  maximum  amount  of  2^  per  cent,  credit 
currency  would  be  25  per  cent,  of  the  total  amount  of 
capitalisation,  or  $200,000,000.  This  section  proposes  to 
increase  the  issue  of  bank  credit  notes  by  an  amount  equal 
to  the  former  reduction  of  $55,000,000,  making  itihe  total 
2%  per  cent,  bank  credit  notes  $255,000,000,  equal  to  about 
32  per  cent,  of  the  total  capitalisation,  or  58  pea:  cent,  the 
remaining  outstanding  bond  circulation.  This  would  mean, 
that  either  with  decrease  in  bonded  debt  of  the  Govern- 
ment, or  increased  capitalisation  of  the  national  banks,  the 
percentage  of  credit  notes  would  increase.  But  this  is 
necessary  if  we  do  not  wish  to  decrease  the  bank  note 
circulation,  and  particularly  if  we  wish  to  lender  tbe  bank 
credit  currency  elastic. 

A  reserve  of  25  per  cent,  lawful  money  must  be  kept 
against  these  credit  currency  notes,  issued  by  banks  in 
central  reserve  cities,  and  the  same  reserve  as  now 
required  against  reserve  cities  and  country  banks,  which 
reduces  the  loanable  funds  to  75  per  cent,  of  the  total 
issued  by  each  bank.  Therefore,  that,  in  effect,  increases 
the  tax  to  3^  per  cent,  in  central  reserve  cities. 

Again,  bear  in  mind  the  expense  (merely  physical 
expense— clerk  hire,  stationery,  postage,  messengers,  and 
incidentals,  entirely  independent  of  cost  of  printing, 
redeeming,  and  retiring  these  notes  by  the  Government, 
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which  expense  as  intended  to  be  paid  out  of  the  tax)  of  the 
actual  daily  redemption  which  will  amount,  it  is  estimated, 
to  at  least  one-half  of  i  per  cent.,  or  $5,000  per  year  for 
each  $1,000,000,  banJ[  credit  notes  outstanding.  Therefore, 
this  will  operate  to  increase  the  tax  to  an  interest  rate 
equivalent  to  3(  per  cent,  per  annimi,  which  each  bank 
will  be  paying  on  its  bank  credit  notes  for  each  day  its 
notes  are  in  circulation,  which  interest  the  bank  can  save 
as  soon  as  it  redeems  its  notes. 

A  bank  credit  note  is  nothing  more  nor  less  than  a 
demand  certificate  of  deposit,  or  a  cashier's  cheque  upon 
which,  as  shown  abo^e,  it  will  cost  the  issuing  bank  interest 
at  the  rate  of  3I  per  cent,  per  annum  for  every  day  it  is 
outstanding,  with  the  probability  of  its  being  presented  at 
any  moment. 

Thus  a  bank  will  make  every  effort  to  keep  its  credit 
notes  in  circulation  during  high  interest  periods,  and  a 
like  effort  to  promptly  redeem  its  notes  in  tiones  of 
redundancy  of  money. 

It  will  be  noted  we  are  only  now  discussing  the  credit 
bank  notes  which  are  taxed  at  the  rate  of  2>^  per  cent,  per 
annum. 

Take,  for  example,  a  bank  with  a  capital  of  |i, 000,000, 
surplus  of  $200,000.  As  a  minimum  it  could  issue 
its  bond  secured  circulation  of  $50,000.  It  could 
issue,  of  2}^  per  cent,  interest-bearing  credit  bank 
notes,  40  per  cent,  of  $50,000  bond  secured  notes, 
or  $20,000.  Thus  with  $50,000  bond  secured  circula- 
tion, a  bank  with  a  capital  stock  of  $1,000,000  and  a 
surplus  of  $200,000  would  have  outstanding  only  $20,000 
o!  the  2j4  per  cent,  taxed  credit  bank  notes,  but  as  a  maxi- 
mum bond  secured  circulation  and  maximum  issue  of  2  per 
cent,  taxed  bank  credit  note  circulation,  it  could  have: 

Bond  secured  circulation,  75  per  cent,  of    ...    $750,000 
Credit  bank  note  circulation,  bearing  2}^ 
per  cent $250,000 

You  will  note  from  above  that  I  have  confined  myself 
entirely  to  the  bank  credit  note  which  is  to  be  taxed  at  the 
rate  of  2^  per  cent,  per  annum,  and  that  particular  class 
of  bank  credit  notes  may  be  termed  elastic,  flexible,  or 
credit  currency. 

Section  3. — Five  Per  Cent,  Notes. 
The  5  per  cent,  credit  bank  note  may  be  properly  termed 
emergency  currency,  plain,  pizre  and  simple.  It  has  no 
relation  whatever  to  the  2%  per  cent,  currency.  A  bank 
may  issue  of  this  currency  to  the  full  extent  of  12^  per 
cent,  of  its  capital,  even  though  it  only  has  a  minimum 
amount  of  bond  secured  bank  note  circulation  outstanding. 
To  illustrate :  A  bank  with  a  capital  of  $100,000  can,  as  a 
maximum,  issue  the  following  currency:  — 


6>^  per  cent,  of  its  capital  in  bond  secured 
bank  note  circulation     $62,500 

25  per  cent,  of  its  capital  in  2^  per  cent, 
credit  bank  note  currency       $25,000 

12%  per  cent,  of  its  capital  in  5  per  cent. 

credit  bank  note  currency       $12,500 

Total      $100,000 

Or  it  may  eliminate  both  forms  of  credit  bank  note  cur- 
rency, and  issue,  as  at  present  authorised,  $100,000  in  bond 
secured  bank  note  circulation. 

Another  illustration  :  Take  a  bank  with  a  capital  of 
$1,000,000.  It  is  obliged  to  have  in  existence  a  bank  note 
circulation  of  $50,000. 

It  may  issue,  if  it  desires,  20  per  cent  of 
that  bond  secured  circulation  in  2%  per  cent. 

bank  credit  notes      $20,000. 

Then,    without   increasing   its    bond  secured 

circulation  one  dollar,  it  may,  if  it  chooses, 

issue  12^  per  cent,  of  its  capital  in  5  per 

cent,  bank  credit  notes $125,000. 

Issuing  all  told  in  bank  note  circulation      ...       $195,000. 

Of  course,  it  has  the  same  privilege  as  the 
smaller  bank,  and  in  order  to  issue  the  maxi- 
mum oi  2%  per  cent,  and  5  per  cent,  credit 
notes,  it  will  be  obliged  to  issue  62^  per  cent, 
of  its  capital  in  bond  secured  circulation  ...  $625,000. 
It  could  then  issue   25  per  cent,   in   2%  per 

cent,  bank  credit  notes ;f  250,000. 

And  would  then  be  permitted  to  issue  i2>^ 

per  cent,  of  5  per  cent,  bank  credit  notes,  or      $125,000. 
Total     $1,000,000. 

Under  the  present  law,  and  no  change  is  contemplated, 
it  would  stUl  have  the  right  to  issue  the  full  amount  of 
its  capital  in  bond  secured  bank  note  circulation,  in  which 
event,  it  could  not  issue  any  bank  credit  notes,  as  under 
no  condition  can  any  bank  at  any  tiime  issue  bond  secured 
ciiculation  or  bank  credit  notes  in  excess  of  its  capital. 
Section  4. — Reserve, 

Inasmuch  as  the  credit  bank  note  is  after  all  no  more 
than  a  demand  certificate  of  deposit,  or  an  outstanding 
cashier's  cheque  liable  to  be  presented  for  redemption  at 
any  moment,  it  is  but  proper  that  a  legal  reserve,  such  as 
is  required  of  all  national  banks,  whether  in  central 
reserve  cities,  reserve  cities  or  country  banks,  should  be 
carried  against  such  credit  bank  notes  as  a  matter  of 
precaution. 

Section  ^,— Guaranty  Fund, 

The  report  of  the  twenty-ninth  Congress  of  the  Com- 
mittee on  Banking  and  Currency,  made  on  June  27  1906, 
forcefully  and  emphatically  proves  that  the  credit  bank 
credit  note  currency  is  sound  beyond  question. 

Here  is  the  statement  of  the  Committee,  whose  report 
contains  the  detailed  statistics  bearing  out  the  facts 
stated:  — 

"A  single  conclusion  is  left  as  a  result  of  this  searching 
**and  exhaustive  examination  of  present  conditions,  and 
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"runaing  back  for  more  than  200  years,  and  that  is,  we 
'*  need  and  must  and  will  have,  sooner  or  later,  credit  cur- 
"rency  protected  by  a  proper  reserve  and  redeemable  on 
"demand  in  gold  coin. 

"That  the  proposed  currency  is  safe  beyond  any  per- 
"  adventure,  your  Committee  feel  confident ;  since,  taking 
"the  entire  history  of  the  national  banking  system  down 
"  to  1901,  the  average  tax  upon  the  outstanding  note  issue, 
"after  eliminating  all  the  Government  bonds  deposited  to 
"secure  circulation,  from  our  calculations,  would  have 
"  been  eight  one- thousandths  of  i  per  cent,  per  annum  to 
"guarantee  the  payment  of  the  notes. 

"Again,  ii  the  entire  note  issue  of  all  the  banks  failing 
"  during  that  same  period  had  been  paid  out  of  the  guaranty 
"  fund,  it  would  have  taken  only  twenty-two  one-hiundredths 
'•^of  I  per  cent.,  or  about  one-fifth  of  i  per  cent  per  annum 
"  upon  the  outstanding  notes.  In  other  words,  1 1  per  cent. 
"wouiLd  last  over  fifty  years,  2  per  cent.,  one  year's  tax, 
*•  would  last  ten  years." 

The  xmderlying  principle  of  this  section  lays  the  founda- 
tion for  the  most  complete  monetary  system  in  the  world. 

The  net  proceeds  of  such  tax  should  be  annually  used  to 
purchase  gold,  and  such  gold  coined,  and  the  coin 
deposited  in  the  Treasury  of  the  United  States,  and  a  like 
amount  of  gold  certificates  issued  as  a  circulating  medium, 
in  place  of  the  gold  coin,  and  such  gold  certificates 
deposited  in  the  national  banks  of  the  country,  upon  which 
interest  at  the  rate  of  2  per  cent,  per  annum  be  paid  the 
Government  by  the  banks.  According  to  the  experience  of 
the  past  forty-three  years,  or  since  the  organisation  of  the 
national  banking  system,  the  interest  upon  the  tax  alone 
(when  compoimded)  would  be  more  than  ample  to  retire 
and  pay  ofE  entirely  the  notes  of  all  the  faUed  national 
banks.  Not  alone  that,  but  in  less  than  fifty  years  every 
dollar  of  notes  issued  would  be  secured  by  an  actual 
deposit  of  gold  with  the  Treasury  Department,  to  protect 
every  bank  credit  note  issued.  The  larger  the  issue  of 
credit  bank  notes,  the  greater  the  accumulation  of  the 
guarantee  fund. 

Let  us  assume  the  issue  of  credit  bank  notes  will  amount 
to  $300,000,000  per  year.  This  would  create  a  tax  of 
f7f5oo,ooo  per  year,  or  $375,000,000  in  fifty  years,  with 
every  dollar  of  the  bank  credit  notes  secured  by  a  deposit 
of  gold  coin  or  gold  certificates,  leaving  a  margin  of 
one-fifth  or  $75,000,000  to  pay  the  expense  of  issuing  and 
redeeming  the  credit  notes. 

The  2  per  cent,  interest  on  the  deposit  of  ^7,500,000  per 
year  would  produce  an  annual  revenue  of  $150,000,  or  a 
total  sum  of  $7,500,000  in  simple  interest  in  fifty  years, 
while  the  total  outstanding  notes  of  all  failed  national 
banks,  at  the  time  of  failure,  from  1863  to  1896  amounted 
to  the  sum  of  $20,723,000,  of  which  sum  yoj4  per  cent. 


would  have  been  paid  from  the  assets  of  such  failed  banks 
without  any  bond  security,  or  a  total  of  $14,609,715. 

Tlie  remainder,  U  made  good  out  of  the  guarantee  fund, 
would  have  been  $6,113,285, 

Is  the  plan  safe  and  sane?  Yes,  undoubtedly.  The  total 
capitalisation  of  national  banks  is  now  over  $825,000,000 ; 
surplus  and  undivided  profits,  $660,000,000.  The  gross 
deposits  of  these  banks  axe  $5,854,901,578,48.  Will  anyone 
here  question  for  a  moment  the  absdnte  safety  of  these 
same  banks,  taking  on  demand  deposits  to  the  extent  of 
$200,000,000  or  $300,000,000  more? 

That  is  all  these  principles  contemplate ;  they  advocate 
the  issue  of  bank  credit  notes  which  are  merely  demand 
certificates  of  deposit,  or  cashier's  cheques  of  the  issuing 
bank,  which  the  bank  must  redeem  in  lawful  money  when 
presented. 

Section  6. — Redemption. 

Provision  is  made  for  sufficient  reserve  cities,  con- 
veniently located  in  various  parts  of  the  country,  to  facili- 
tate active  daily  redemption  of  credit  notes,  and  to  make 
it  the  least  expense  for  the  bank  redeeming  the  credit  notes 
to  go  to  the  point  of  redemption  and  receive  therefor  legal 
currency. 

Bank  credit  notes  are  used  in  Scotland  and  Canada. 

The  note  of  the  Scotland  banking  system  remains  out 
eighteen  days;  the  note  af  the  Canada  banking  system 
remains  out  thirty  days;  while  the  note  of  our  national 
banking  system  remains  out  730  days. 

Thus,  you  will  observe  the  present  national  bank  note 
remains  out  more  than  two  years,  "  the  time  it  is  estimated 
"the  paper  itself  lasts,  and  it  is  frequently  redeemed  from 
"  necessity  of  renewal." 

Grave  fear  has  been  expressed  that  the  tax  oi  2%  per 
cent,  interest  per  annimi'  on  25  per  cent,  of  the  credit  bank 
notes  permitted  to  be  issued  will  create  an  inflation,  and 
without  much  consideration  many  believe  that  the  rate  of 
interest  should  be  very  much  higher.  Let  us  analyse  that 
as  a  proposition.  Let  us  s>uppose  there  are  five  national 
banks  with  a  capital  of  $100,000  each,  having  issued 
$25,000  credit  bank  notes,  the  issuing  of  same  costing 
3jf  per  cent,  interest  (when  reserve  and  expense  are 
included),  or  a  total  of  $125,000  credit  notes,  and  that  there 
are  five  other  national  banks  with  a  like  capital  who  have 
failed  to  issue  any  credit  bank  notes.  The  latter  banks, 
receiving  no  profit  on  the  credit  bank  notes,  would 
naturally,  when  they  received  credit  bank  notes  of  tiiie  first 
five  banks,  immediately  present  them  for  redemption  to  tbe 
issuing  banks,  and  the  issuing  banks  would  immediately 
have  to  redeem  them  in  lawful  currency  through  their 
redemption  agent,  the  same  as  they  now  redeem  ordinary 
cheques,  cashier's  cheques,  or  demand  certificates  of 
deposit,  drawn  upon  them. 

Thus,  the  banks  not  having  issued  the  credit  currency 
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notes  would  be  constantly  forcing  the  redemption  of  the 
credit  bank  notes  issued. 

Fear  has  been  expressed  that  a  bank  issuing  credit  bank 
notes  to  the  extent  of  25  per  cent,  of  its  capital  niight  be 
immediately  called  upon  to  take  up  the  amount  issued.  That 
is  tme,  literally  true.  But  while  iheywould  be  called  upon 
to  redeem  their  own  credit  bank  notes,  it  is  equally  true 
that  they  would  be  receiving  over  their  counters  the  credit 
bank  notes  of  other  banks,  which  would,  in  a  measure, 
replenish  their  reserve  by  demanding  from  the  other  banks 
a  redemption  of  their  credit  bank  notes. 

It  might  as  well  be  assumed  that  all  who  had  demanded 
deposits  in  any  institution  would  at  one  time  present 
cheques  for  the  amount  of  their  balances  through  the 
redemption  agent  (clearing  house  of  the  city  in  which  it  is 
located),  and  that  it  would  have  no  cheques  whatever  to 
counterbalance  such  withdrawals. 

The  trust  companies,  state  banks,  and  savings  banks, 
having  no  power  to  issue  bank  credit  notes,  cannot  par- 
ticipate in  the  pro£ts  of  such  issue,  and  would  force  a 
rapid,  active,  and  daily  redemption. 

AxkI  when  it  is  understood  that  the  aggregate  deposits 
of  trust  companies,  state  banks,  and  savings  banks  exceed 
the  deposits  of  the  national  banks,  the  strength  of  this 
statement  will  be  fully  realised. 
Section  7. 

This  section  suggests  the  repeal  of  the  existing  law  limit- 
ing the  retirement  of  bond  secured  notes  to  $3,000,000 
per  month,  as  it  is  manifest  that  to  have  an  elastic  or 
flexible  currency  no  limit  should  be  provided.  This  law 
was  enacted  when  the  outstaiading  debt  of  the  Government 
aggregated  over  $2,500,000,000,  and  fear  was  entertained, 
unless  a  limit  was  placed  upon  retirement,  the  selling  price 
of  Government  bonds  might  be  impaired.  That  theory  of 
danger  has  long  since  ceased  to  exist.  Hence  the  law 
should  be  repealed. 

Section  8. 

The  provision  of  thds  section  is  simply  the  application  of 
the  most  ordinary  business  principles  to  the  Government 
business  that  are  daily  applied  to  all  business  and 
financial  institutions  throughout  the  country.  Primarily, 
it  prerents  the  locking  up  of  millions  of  actual  currency  in 
the  vanlts  of  the  treasury,  and  thereby  aids  in  the  expan- 
sion of  the  currency  system. 

What  would  be  the  opinion  of  the  merchant  in  this  day 
and  age  who,  having  sold  his  merchandise,  collected  his 
TCots  or  incomes  in  money,  locked  it  up  in  a  safe  deposit 
box  to  lie  there  dead  and  useless  until  he  had  to  pay  it  out 
over  his  counter? 

Yet  that  is  practically  what  the  Government  has  been 
doing  with  more  than  $150,000,000  for  years. 

It  has  been  clearly  shown  by  the  report  made  to  Con- 
by  the  Committee  on  Banking  and  Currency  that  if 


the  Government  had  deposited  its  surplus  funds  in  national 
banks  from  January  i  1879  to  June  30  1904,  and  received 
2  per  cent,  on  its  daily  balances  (exclusive  of  a  working 
balance  of  $50,000,000,  and  also  exclusive  of  the 
$150,000,000  gold  reserve  against  the  United  States)  the 
interest  so  received  would  have  amounted  to  $50,860,816. 

Suppose  the  interest  on  the  daily  balances  be  put  aside 
into  a  special  fund  (it  is  a  new  source  of  revenue  and  one 
from  which  the  country  has  never  had  a  penny),  first,  to 
protect  the  Government  from  loss  by  failure  of  any 
national  bank,  and,  secondly,  to  invest  such  fimd  in  gold 
coin,  deposit  the  gold  coin  against  gold  certificates,  and 
whenever  the  sum  aggregates  one  million  dollars,  purchase 
United  States  Treasury  notes,  and  thus  gradually  retire 
that  debt  of  the  Government  created  by  the  civil  war. 

It  is  estimated,  if  this  rule  was  applied,  the  present 
$196,000,000  uncovered  United  States  notes  would  all  be 
retired  and  gold  substituted  in  their  place  within  a  period 
of  sixty  years. 

|>et0onaL 


Messrs.  Annan,  Kirkby,  Dexter  &  Co..  Chartered 
Accountants,  of  21  Ironmonger  Lane,  E.G.,  announce  that 
Mr.  H.  WooDBURN  KiRBY  having  retired  from  the  firm  as 
from  the  31st  December  1906,  the  business  will  in  future  be 
carried  on  under  the  style  of  Annan,  Dexter  &  Co. 

Messrs.  Carter  &  Co.,  Chartered  Accountants,  of 
33  Waterloo  Street,  Birmingham,  announce  that  Mr.  Ernest 
Winn  retires  from  the  firm  as  from  31st  December  1906,  and 
the  partnership  will  be  continued  at  the  same  address  as 
heretofore  by  the  remaining  partners.  Mr.  Winn  will 
continue  to  practise  on  his  own  account  at  40  Bennett's  Hill, 
Birmingham. 

Messrs.  Fuller,  Wise  &  Fisher,  Chartered  Accountants, 
Bassishaw  House,  Basinghall  Street,  London,  E.G., 
announce  that  they  have  been  joined  in  partnership  by 
Mr.  H.  WooDBURN  KiRBY,  and  that  their  business  will  be 
carried  on  under  the  style  of  Fuller,  Wise,  Kirby  & 
Fisher  at  the  above  address. 

Mr.  p.  Boyle  Gilroy,  Chartered  Accountant,  for  many 
years  managing  clerk  to  Messrs.  Hudson  Smith,  Briggs  & 
Co.,  announces  that  he  has  taken  offices  at  20  Abchurch 
Lane,  Cannon  Street,  E.G..  and  that  from  the  ist  of  January 
1907  he  will  practise  at  that  address  under  the  title  of 
P,  Boyle  Gilroy  &  Co. 

Messrs.  Hugh  Limsbber,  F.C.A.,  and  Jambs  A. 
Tinling,  F.C.A.,  of  65  London  Wall,  London,  E.G., 
announce  that  the  partnership  hitherto  existing  between 
them,  under  the  style  of  Limbbbbr  &  Tinling,  has  expired 
bjr  effluxion  of  time.  Mr.  Limbbbbr  will  continue  to 
practise  at  65  London  Wall,  E.G.,  and  at  11  Rue  Godot  de 
Mauroy,  Paris.    Mr.  Tinling  will  continue  to  practise  at 
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69  Terminus  Road,  Eastbourne,  and  at  36  Sackville  Street, 
W..  and  will  open  offices  at  16  Finsbury  Circus,  E.G., 
under  the  style  of  Tinlings,  Chartered  Accountants. 

Mr.  C.  a.  Moulton,  F.S.A.A.,  of  Recent  Street, 
Bamsley,  has  been  appointed  a  Justice  of  the  Peace  for  the 
West  Riding  of  York. 

Mr.  Claude  Shoolrred,  F.C.A.,  has  removed  his  offices 
from  34  King  Street,  Cheapside,  E.C.,  to  8  Laurence 
Pountney  Hill,  Cannon  Street,  E.C. 

Messrs.  Stagg  &  Farrant,  of  6  Booth  Street,  Man- 
chester, announce  that  they  have  dissolved  partnership  by 
mutual  consent  as  from  the  31st  December.  The  business 
will  in  future  be  carried  on  at  the  same  address  by  Mrt 
P.  C.  C.  Farrant,  in  partnership  with  Mr.  J.  H.  S. 
Matthews,  of  Blackburn,  under  the  style  of  Farrant, 
Matthews  &  Co. 

Messrs.  J.  &  A.  W.  Sully  &  Co.,  Chartered  Accountants, 
of  19  and  21  Queen  Victoria  Street,  London,  E.C,  announce 
that  they  have  admitted  as  a  partner  Mr.  Edmund  Francis 
Norman,  A.C.A.,  who  has  been  associated  with  them  for 
many  years.    The  style  of  the  firm  will  remain  unaltered. 

Mr.  G.  H.  Turner  and  Mr.  J.  H.  S.  Matthews,  practis- 
ing as  Matthews  &  Co.,  2  Sudell  Cross,  Blackburn, 
announce  that  they  have  dissolved  partnership  by  mutual 
consent  as  from  the  31st  December.  The  business  will  be 
carried  on  in  future  at  the  same  address  by  Mr.  J.  H.  S. 
Matthews  in  partnership  with  Mr.  P.  C.  C.  Farrant,  of 
Manchester,  under  the  style  of  Farrant,  Matthews  &  Co. 

The  new  Secretary  to  the  Board  of  Trade  (Mr.  Hubert 
Llewellyn  Smith,  C.B.)  is  a  brother  of  Mr.  Clare  Smith, 
of  Bristol. 


Meetings  for  tbe  ettdutno  Meefi- 

Tuesday  —  Institute  of  Chartered  Accountants.  — 
Examination  Committee,  at  2  p.m. 
Kingston  -  upon  -  Hull  Chartered  Accountants 
Students'  Society. — Lecture,  "  Depieciation,  with 
special  reference  to  the  Accounts  of  Ixx^al  Authori- 
ties," by  Mr.  Lawrence  R.  Dicksee,  M.Com.,  F.C.A., 
at  the  Hall  of  the  Incorporated  Law  Society,  Bowl- 
alley  Lane ;  7.45  p.m. 

Wednesday — Institute  of  Chartered  Accountants. — 
Finance  Committee,  at  12.30  p.m. ;  Council  Meeting, 
at  2  p.m. 

TAnrsdoy— Leeds  and  District  Chartered  Accountants 
Students'  Association.  —  Joint  Debate  with  the 
Northern  Students'  Society,  at  the  Law  Institution, 
Albion  Place  ;  6.30  p.m. 
Glasgow  Chartered  Accountants  Students'  Society- 
Lecture,  "  Further  Reforms  in  Company  Law,"  by 
Mr.  M.  P.  Macmillan,  Advocate. 
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jfatlures  and  Bills  of  Sale  in  Bn^Ian^ 
and  Males* 

According  to  Kemp*s  MercanHU  Gautte,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  Dec.  28th,  was  100,  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  London  GaBette, 
50;  Deeds  of  Arrangement  registered,  50.  The  respective 
numbers  in  the  corresponding  week  of  1905  were : 
Bankruptcies,  28;  Deeds  of  Arrangement,  45— total,  73: 
being  an  increase  of  27.  The  total  number  of  commercial 
failures  recorded  during  the  52  weeks  of  1906  was  8,329 ; 
the  total  number  recorded  in  the  corresponding  52  weeks 
of  1905  was  8,943.  showing  a  decrease  of  614. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
Dec.  28th,  was  118.  The  number  in  the  corresponding  week 
of  1905  was  III,  showing  an  increase  of  7.  The  total 
number  filed  during  the  52  weeks  of  1906  was  7,678 ; 
the  tota4  number  filed  in  the  corresponding  52  weeks 
of  1903  was  8,441,  showing  a  decrease  of  763. 

Debentures. 

The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week  ending 
Friday,  Dec.  28th,  amounted  to  ;(i.3i9,i79.  by  way  of 
addition  to  ;(i,i37,i98,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  1905  was  /i,  143, 168,  showing  an  increase  of 
;f  176,0x1.  The  total  amount  registered  during  the  52 
weeks  of  1906  was  /78.594,598  (in  addition  to  the 
issues  in  previous  years  by  the  same  companies),  as 
compared  with  ;(77,795,353  for  the  corresponding  52  weeks 
in  1905,  showing  an  increase  of  ;(799,245. 
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l_icffft^  Homn  |iiiirinl  tome  rather  special  features.  The  goodwill . 
f*»>«.Ki«>g  to  Um  llense  gives  the  lease  or  freehold  of  licensed  premises 
a  market  valae  greatly  in  excess  of  their  real  value  as  buildings.  To 
be  prapedyeaosiderad,  the  value  of  the  premises  and  the  license  most 
be  wf^'***^  Tlie  former  should  be  depreciated  in  the  usual  way, 
tosving  the  lioense  alooe  to  be  considered.  A  license  on  freehold  pre- 
■dsss  does  not  depndate,  but  a  license  on  leasehold  premises  passes 
away  with  the  peemlses  and  must  therefore  be  depreciated  like  a  lease. 
k  lieeaae  may  at  any  thne  be  lost— -either  for  misconduct  or  for  no  reft- 
itfi  but  this  Is  a  oontin^eney  outside  the  scope  of  depreciation.  U 
m^t  however,  be  provided  agahist  by  Insurance,  wbteh  wonU  appeas 

9»ba  a  men  prudent  coarse  to  adopt. 

PortonpwtieDlari  as  to  UOBEIBS  nSUBlHCI  apply  to- 

riw  UCEHBEB  INSURANCE  GORPORATIOH 

AND  GUARANTEE  FUND,  Liinited, 

24  liOORQATE  8TR££T,  LONDOh 


4xoliislT»  BusineM 


Licensed  Property. 


UoMiMs  Insared  and  Loans  and  Debentures  on 
Ucensed  Property  of  every  description  8:uaranteed<> 

The  eapiUilsed  Value  of  the  QoodwIII  of  a  Ucensed  Bualneu 
H  the  nlue  of  the  iicense,  and  may  be  estimated  upon  a  mere 
Hberai  baaie  ff  the  license  is  insured, 

SIERRA  LEOHE  RAILWAYS. 


SUPERNUMERARY     ASSISTANT      ACCOUNTANT 
required  immediately  for  service  on  the  Sierra  Leone 
Railways  for  one  tour  of  8  months'  service. 

Salary  jfjoo  per  annum,  with  free  single  quarters,  and 
first-class  passage  out  and  home  again  on  satisfactory  com- 
pletion of  engagement ;  half  pay  on  outward  voyage ;  liberal 
leave  allowance  on  full  pay. 

Age  not  to  exceed  45  years.  Candidates  must  have  had 
experience  in  the  Accounts  and  Audit  Departments  of  a 
Railway,  and  possess  a  practical  knowlege  of  Station 
Accounts  and  Double- Entry  Bookkeeping. 

Strict  medical  examination  and  vaccination  if  necessary. 

Applications  (no  special  form  required)  stating  whether 
married  or  single,  giving  full  particulars  of  experience, 
accompanied  by  copies  (not  originals)  of  testimonials,  will 
be  received  by  the  Crown  Agents  for  the  Colonies,  Whitehall 
Gudens.  Londcn,  S.W.,  up  to  January  21st.  Quote 
M'2579  and  name  of  this  paper  on  letter  of  application. 


Wheatley  Kirk,  Price  &  Co., 

(bstabushbd  1850) 

YALUEBS,  AUCTIONEERS  ft  ARBITRATORS 

OF    EVERY    DESCRIPTION    OP 

WORKS,  PLANT,  MACHIHRRY,  k  STOCK. 


PERIODICAL  VALUATlOna  AT  SPECIAL   RATES. 

AHHUAL    INSPECTIONS     FOR    D  E  PREC I  ATiON . 

SALES  OF  WORKS  BY  PRIVATE  TREATY. 

PAETBERSNJPS    IN    BNQINEERINO    PROFESSION    ARMANOUX 


46   Watiing    Street,    London,  E.a 

amd   ALBERT    SQUARE,    MANCHESTER, 
TmapHONS  5,077  Bank.      Tblbgrams—"  INDICES,  LONDON*' 


Batil.    1821.-  II  c  qiOH 

GUARDIAN 

ASSURANCE    COMPANY,     Limited, 


FIRE,     LIFE,    ACCIDENT, 

AND     BURGLARY     INSURANCE 


Loans  and  Purchases  of  Life  Interests  and  ReYerslons. 


Total  Funds  over  £5,000,000. 


Head  Office  :- 11    LOMBARD    STREET,    LONDON, 
Law  Courts  Branch  :— 21    FLEET  STREET. 


XeaMng  Btticles. 


The  Chartered  Accountant  Students  Society 
of  London. 


''PHE  seventh  annual  dinner  of  the  Char- 
,  tered  Accountant  Students  Society  of 
London  took  place  on  the  6th  ult.  at  the  Hotel 
Cecil,  Mr.  Ernest  Cooper,  F.C.A.,  occupy- 
ing the  chair  in  the  unavoidable  absence  of  the 
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President,  Mr.  Edwin  Waterhouse,  M.A., 
F.C.A.  From  the  very  full  account  which 
appeared  in  our  issue  of  the  15th  ult.  those  of 
our  readers  who  were  unable  to  be  present  will 
observe  that  there  was  a  very  satisfactory 
attendance,  including  several  distinguished 
guests,  and  that  the  proceedings  appear  to  have 
been  most  successful  in  every  way. 

Sir  Thomas  Skewes-Cox  proposed  ''The 
Institute  of  Chartered  Accountants  "  in  a  very 
appreciative  speech,  and  the  toast  was  acknow- 
ledged by  Mr.  W.  B.  Peat,  F.C.A.,  the  Presi- 
dent of  the  Institute,  who  in  the  course  of  his 
remarks  referred  to  the  fact  that  the  Institute 
was  represented  in  every  civilised  country,  and 
added  that  whatever  might  be  their  views  upon 
fiscal  policy,  he  had  no  doubt  that  all  present 
would  agree  with  him  that  "  this  Institute  should 
"  export  its  members  to  wherever  the  trade  of 
"  thisgreat  kingdom  was  carried."  Our  contem- 
porary  the  Accountants'  Magazine,  commenting 
upon  this,  remarks  that  either  Mr.  Peat's  views 
have  undergone  a  welcome  change  since  his 
speech  at  Liverpool  (reported  in  these  columns 
on  the  25th  November  1905),  or  he  is  not  will- 
ing that  the  principles  he  applies  to  his  own 
Institute  should  be  applicable  to  others.  Mr. 
Peat  is,  no  doubt,  quite  capable  of  explaining 
any  apparent  discrepancy  between  his  two 
speeches  should  he  think  it  desirable  to  do  so. 
We  may  point  out,  however,  that  there  is  a 
broad  distinction  between  the  exportation  of 
English  Chartered  Accountants  to  business 
centres  throughout  the  world  for  the  purpose 
of  safeguarding  the  interests  of  English 
capitalists  who  invest  their  money  abroad,  and 
the  exportation  from  Scotland  of  Scottish 
Chartered  Accountants  because,  owing  to  the 
absence  of  any  limit  on  the  number  of  articled 
pupils  a  member  may  take,  the  annual  output 


of  Scottish  Chartered  Accountants  greatly 
exceeds  the  demand  therefor.  If  these  men 
were  in  all  respects  qualified  to  discharge  the 
duties  of  a  Chartered  Accountant  in  England, 
or  wherever  they  may  go,  the  objection  would 
be  a  purely  selfish  one  ;  but,  however  much 
our  contemporary  may  seek  to  obscure  the 
issue,  the  fact  remains  that  the  passing  of  the 
examinations  prescribed  by  the  Scottish  Char- 
tered Accountants'  General  Examining  Board 
does  not  afford  any  satisfactory  test  of  the 
ability  of  the  successful  candidate  to  undertake 
the  duties  that  devolve  upon  a  Chartered 
Accountant  in  this  country,  and  for  that  matter 
the  same  objection  applies  to  many  of  the 
Colonies  and  dependencies  of  the  Crown,  which 
frame  their  legal  system  upon  English  rather 
than  Scottish  systems. 

Referring  to  Mr.  Peat's  remarks,  while 
gladly  welcoming  his  views  on  the  subject  of 
what  we  may  call  the  policy  of  colonial  expan- 
sion, we  may  perhaps  be  permitted  to  repeat 
what  we  have  drawn  attention  to  more  than 
once,  that'while  colonial  members  of  the  Insti- 
tute are  not  allowed  to  take  articled  pupils  who 
are  eligible  for  the  Institute's  examinations,  it 
can  only  be  a  question  of  time  before  the  pre- 
dominance of  the  Institute  abroad  is  eclipsed 
by  some  other  association  which  affords  greater 
facilities  in  return  for  membership.  Mr.  Peat's 
concluding  words  contain  a  further  reference 
to  the  desirability  of  some  movement  in  favour 
of  legislation  in  conjunction  with  the  Society 
of  Accountants  and  Auditors,  and  others.  These 
suggestions  were  not  received  with  unanimous 
approval ;  but  an  occasion  such  as  this  is,  of 
course,  anything  but  an  ideal  one  for  arriving 
at  a  serious  expression  of  opinion — and  in  the 
long  run  we  feel  sure  that  a  more  statesman- 
like policy  will  prevail  over  that  of  a  narrcw 
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excIusiveDess    which,     in     practice,    fails    to 
exclude. 

Sir  Edgar  Speyer,  Bart.,  proposed  success 
to  the  Students*  Society  in  a  speech  of  more 
than  usual  interest,  in  which  he  pointed  out 
that  while  the  accountant  students  should 
strain  every  nerve  to  master  the  art  of  accoun- 
tancy, to  learn  the  machinery  of  their  trade,  that 
was  not  everything,  inasmuch  as  they  must 
remember  what  the  higher  conception  of  their 
profession  demanded  of  them — namely,  to 
champion  truth.  In  his  reply,  Mr.  F.  G. 
Bowers,  the  Chairman  of  Committee,  drew 
attention  to  the  remarkable  progress  that  had 
been  made  by  the  London  Students'  Society 
since  its  foundation,  and  appealed  to  practi- 
tioners to  enlarge  the  list  of  honorary  members, 
with  a  view  to  enabling  the  lending  library  to 
be  amplified  and  completed.  That  the  London 
Students'  Society  deserves  to  be  more  widely 
supported  by  London  practitioners,  and 
especially  by  those  who  in  their  student 
days  received  so  much  assistance  from  its 
organisation,  is  undeniable,  but  if  the  proposi- 
tion be  regarded  as  Mr.  Bowers  presented 
it— in  the  light  of  a  quid  pro  quo,  the 
annual  subscription  to  be  weighed  against  the 
advantages  of  the  lending  library — we  are  not 
at  all  sure  that  it  is  being  put  forward  in  the 
strongest  possible  way.  Practitioners  who 
desire  to  keepabreast  of  the  times  must  each 
have  their  own  reference  library,  comprising  at 
all  events  those  volumes  most  likely  to  be 
referred  to  in  the  ordinary  course  of  business. 
They  cannot — or  at  all  events  in  the  great 
majority  of  cases  cannot — expect  that  their 
personal  library  will  be  anything  approaching 
complete;  but  its  deficiencies  are,  we  think, 
more  likely  to  be  supplied  by  reference  to  the 
Institute's  own  unequalled  collection  of  books 


on  accountancy  subjects,  rather  than  to  any 
that  a  Students'  Society  is  likely  to  be  able  to 
accumulate,  even  with  a  greatly  enlarged  sub- 
scription list.  Moreover,  for  such  special  books 
the  advantage  of  a  lending  library,  as  compared 
with  a  reference  library,  does  not  strike  us  as 
being  particularly  obvious. 

In  the  course  of  a  humorous  speech  propos- 
ing the  health  of  the  Chairman,  Mr.  W.  H. 
Fox,  F.C.A.,  gave  vent  to  some  remarks  which, 
it  may  interest  him  to  learn,  have  given  great 
offence  to  our  staid  contemporary  across  the 
border,  which  is  apparently  under  the  impres- 
sion that  Mr.  Fox  and  ourselves  are  banded 
together  in  a  conspiracy  of  absurd  hostility  to 
Scottish  Chartered  Accountants  in  England. 
There  is,  of  course,  a  transparent  inconsistency 
in  the  desire  expressed  by  Mr.  Fox  that  there 
should  be  an  import  duty  put  upon  Scottish 
Chartered  Accountants,  but,  after  all,  which  of 
us  is  not  inconsistent.  It  may,  moreover,  be 
pointed  out  that  in  this  respect,  as  in  so  many 
others,  England  enjoys  only  the  semblance  of 
free  trade.  The  English  Institute  allows  its 
members  to  migrate  and  still  to  retain  their 
membership  while  practising  outside  of 
England  and  Wales,  but  they  lose  all  the  privi- 
leges of  membership  with  the  single  exception  of 
the  right  to  continue  to  describe  themselves  as 
members.  A  Scottish  Chartered  Accountant, 
on  the  other  hand,  is  free  to  come  here,  or 
elsewhere ;  to  describe  himself  as  a  Chartered 
Accountant  without  having  to  point  out  that 
he  is  not  a  member  of  the  English  Institute, 
and  that  his  knowledge  of  English  accounts, 
law,  and  practice,  has  never  been  tested;  is 
allowed  to  take  as  many  articled  pupils  as  he 
pleases,  who  by  service  with  him  may  qualify 
for  the  examinations  of  the  Scottish  General 
Examining  Board ;  he  is  further,  even  during 
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his  residence  outside  Scotland,  eligible  to  be 
admitted  a  member  of  the  Council  of  one  or 
another  of  the  Scottish  Chartered  bodies.  That 
is  to  say,  although  the  Charters  of  these  bodies 
are  limited  to  the  confines  of  a  single  city  in 
each  case,  in  practice  Scottish  Chartered 
Accountants  assume  for  all  purposes  a  world- 
wide dominion,  whereas  English  Chartered 
Accountants  who  desire  to  practise  outside  of 
England  or  Wales  enjoy  no  such  advantages. 
If  it  be  frankly  and  transparently  inconsistent 
to  object  to  this  state  of  affairs,  we  must 
confess  that,  for  ourselves  at  least,  we  prefer  to 
remain  inconsistent,  and  we  do  not  for  one 
moment  suppose  that  Mr.  Fox  is  the  only 
member  of  the  English  Institute  who  shares 
these  views  with  us. 

The  Chairman,  Mr.  Ernest  Cooper, 
F.C.A.,  in  responding,  traced  shortly  the 
history  of  accountancy  in  London  from  the 
year  1776,  which  appeared  to  be  the  earliest 
available  record.  Looking  back  over  the  forty 
years  or  more  during  which  he  had  been  in  the 
profession,  he  said  that  he  could  not  recall  a 
single  instance  in  which  an  accountant  had 
been  accused  of  giving  a  corrupt  certificate, 
and  to  this  he  attributed  the  remarkable  reputa- 
tion  that  such  certificates  enjoy  in  this  country. 
In  view,  however,  of  Mr.  Cooper's  well-known 
reputation  for  exactness,  we  may  perhaps  be 
allowed  to  call  his  attention  to  the  fact  that  on 
one  or  two  previous  occasions  accountants 
have  been  convicted  and  sentenced  to  imprison- 
ment on  charges  of  being  concerned  in  the 
issue  of  false  Balance  Sheets,  knowing  them 
to  be  false.  Of  course,  these  exceptional  cases 
are  not  sufficient  to  materially  affect  Mr. 
Cooper's  argument  as  to  the  deservedly  high 
reputation  enjoyed  in  this  country  by  accoun- 
ants'  certificates. 


In  conclusion,  we  must  congratulate  the 
Sub-Committee  responsible  for  the  very 
excellent  arrangements  that  were  made  for 
every  part  of  the  evening's  entertainment. 
Although  the  London  Students'  Society  held 
its  first  annual  dinner  somewhat  late  in  life, 
these  functions  have  now  definitely  taken  their 
place  as  an  annual  fixture,  and  up  to  the 
present  each  has  proved  in  some  way  or  another 
an  advance  upon  its  predecessors.  So  long  as 
the  Society  itself  continues  to  advance,  there 
is  every  reason  to  hope  that  this  steady 
improvement  may  continue  to  mark  the  annual 
dinner. 


The  Liabilities  of  Receivers. 


'THE  recent  decision  of  Mr.  Justice  Channell 
in  Forster  v.  Nixon's  Navigation  Company, 
Lim.  (Accountant  Law  Reports,  XXXV.,  p.  87), 
is  deserving  of  more  careful  attention  than 
considerations  of  space  have  hitherto  enabled 
us  to  devote  to  it.  The  facts  of  the  case  are 
very  clearly  set  out  in  our  report,  and  it  is  not 
our  intention  to  comment  upon  them  in  detail, 
but  rather  to  deal  in  general  terms  with  the 
principles  laid  down  as  to  the  position  occupied 
by  a  receiver  and  manager,  carrying  on  a  busi- 
ness in  obedience  to  an  order  of  the  Court, 
towards  the  various  persons  and  firms  having 
business  relationships  therewith. 

It  has  already  been  decided,  and  it  is 
unnecessary  to  go  over  the  old  ground  again, 
that  a  receiver  and  manager  appointed  by  the 
Court  is  personally  liable  to  pay  for  goods 
ordered  by  him  for  the  purpose  of  carrying  on 
the  business  of  the  defendant  company ;  and 
that  thus,  in  the  event  of  the  estate  not 
realising  sufficient  assets  to  meet  these  various 
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claims  for  goods  supplied  and  services  rendered 
to  the  receiver,  he  may  find  himself  in  a  very 
serious  position.     But  a  further  question  was 
raised  in  the  case  now  before  us,  as  to  whether 
the  receiver  and  manager  was  personally  liable 
for  the  due  performance  of  contracts  pending 
at  the  date  of  his  appointment,  and,  therefore, 
liable  in  damages  for  the  non-fulfilment  of  such 
contracts.     Mr.  Justice  Channell  has  decided 
that  in  such  a  case  the  receiver  and  manager 
acts  either  as  the  agent  or  else  as  the  assignee 
of  the  rights  of  the  defendant  company.     In 
precisely  which    character   is   not  apparently 
quite   clear,  but  presumably  as  assignee.     In 
either  event  it  follows  that  no  new  contract  is 
entered  into  on  the  appointment  of  the  receiver 
and  manager.     It  is  the  contract  then  pend- 
ing between  the  defendant   company  and   its 
customer  that  is  continued  by  the  receiver.     If 
the  receiver's  position  be  that  of  an  agent,  he 
is  clearly  in  no  better  position  to  recover  from 
the   customer   under  the   contract    than   the 
defendant   company  itself   would   have  been  ; 
and  consequently  any  counter-claim  for  damages 
or  breach  of  contract  that  would  be  enforce- 
able against  the  defendant  company  is   still 
enforceable  to  the  extent  of  being  an  effective 
set-off  against  any  claim  that  the  receiver  may 
have  for  goods  supplied  or  services  rendered. 
If,  on   the   other  hand,   the  position   of   the 
receiver  is  that  of  assignee  of  the  rights  of  the 
defendant  company,  it  is  well  settled  that  he 
can  only  recover  subject  to  the  rights  of  the 
other  party  to  set  off  any  claim  he  may  have 
against  his  assignor  arising  out  of  the  same 
matter. 

It  thus  follows  that  unless  the  receiver  and 
manager  has  done  something  which  amounts 
at  law  to  entering  into  a  new  contract  with  the 
customer    he    is   under  no  personal   liability 


because  he  may,  after  continuing  deliveries  for 
a  time,  find  himself  unable  to  complete  the 
original  contract ;  but,  per  contra,  he  is  not  in 
a  position  to  recover  a  larger  sum  from  the 
customer  than  the  defendant  company  would 
itself  have  been  able  to  recover,  had  there  been 
no  receivership. 

This  is  very  satisfactory  to  the  profession  so 
far  as  it  goes,  in  that  it  clearly  shows  that  a 
receiver    and    manager    does    not    upon    his 
appointment  ipso  facto  become  personally  liable 
for   the   carrying  out   of    all   contracts    then 
pending    merely  because    he  continues  work 
upon  those    contracts  for   the   time  being — a 
course    of    procedure    which     is     practically 
essential   in  all   cases,  in   that   some   time  at 
least  would  elapse  before  full  inquiries  could 
be    made.      If   work    on    pending    contracts 
were  to  be  stopped  pending  such  inquiry,  the 
business    of    the    defendant    company    could 
not    be    continuing.      At  the   same  time,    it 
should  be  borne  in  mind  that  by  his  acts  it 
is  quite  possible  for  the  receiver  to  enter  into 
what  is  virtually  a  new  contract,  upon  which  he 
would    be     personally    liable;     and,    in     the 
ordinary  course  of  events,  a  receiver  is  just  as 
liable  for  the  due  performance  of  contracts  that 
he  himself  enters  into  as  he  is  for  the  due  pay- 
ment for  goods  which  he  himself  has  ordered. 
An  accountant  appointed  receiver  and  manager 
to  a   manufacturing  business   should   thus  be 
careful  to  see  that  no  orders  are  accepted  by 
him  or  on  his  behalf  which  he  is  not  certain  of 
being  able  to  duly  perform,  as,  in  the  event  of 
the   business  being   discontinued   before  such 
orders  have  been  executed,  claims  for  damages 
may  quite  conceivably  arise.     So  long  as  this 
liability  is  duly  appreciated  there  is,  it  seems 
to    us,   nothing   unreasonable   in  the   fact   of 
its  existence;  but  obviously  the  position  of 
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receiver  and  manager  would  be  intolerable 
if,  immediately  upon  his  appointment,  he 
were  called  upon  to  either  abandon  or 
personally  adopt  all  then  existing  contracts. 
Were  that  the  law,  the  only  safe  course 
would  be  to  give  immediate  notice  of 
abandonment  in  all  cases,  lest  perchance  it 
should  be  found  impossible  to  complete  certain 
pending  contracts,  or,  at  all  events,  impossible 
to  complete  them  at  a  profit.  It  would  be 
practically  impossible  to  find  responsible 
persons  willing  to  undertake  the  duties  of 
receiver  and  manager  under  that  state  of 
affairs.  But  although  it  could,  perhaps, 
never  have  been  seriously  supposed  that 
the  law  stood  thus,  the  decision  in  Forster 
V.  Nixon's  Navigation  Company^  Lim.,  will 
be  welcomed  by  many  of  our  readers,  for 
we  happen  to  know  that  this  threat  of  a 
personal  action  against  the  receiver  and 
manager  has  been  not  infrequently  employed 
as  a  means  of  obtaining  a  more  satisfac- 
tory settlement  of  outstanding  accounts.  In 
some  cases  actions  have  been  actually  com- 
menced against  receivers  and  managers  in 
their  personal  capacity  by  impecunious  plain- 
tiffs, which  of  necessity  have  caused  the 
defendant  receiver  pecuniary  loss  as  well  as 
unnecessary  trouble  and  annoyance.  An 
express  decision  with  regard  to  the  point  at 
issue  will  thus  be  very  welcome. 


Accountants'  Certificates  and  Estimates. 


TN  the  prospectus  of  the  Liverpool  and  District 
'■'     Motor   Company,  Lim.,   which   has  been 
forwarded   to   us  for  comment,  appears   the 
'ing  auditors'  statement : — 


Auditors*  Statement. 

We  have  carefully  considered  the  estimated  receipts  and 
expenditure  in  connection  with  the  running  of  eight  motor 
'buses  and  cabs,  and  hereby  certify  that : — 

Assuming,  as  stated  in  the  engineer's  report, 
eight  motor  'buses  could  run  90  miles  per 
day  for  312  days  per  annum,  and  earn  is. 
per  *bus  mile,  the  total  earnings  for  the 
year  would  amount  to  /i  1,232    o    o 

Assuming  eight  motor  cabs  could  likewise 

run  for  40  miles  per  day  for  312  days  per 

annum,  and  can  earn  8d.  per  cab  mile,  the 

total  earnings  for  the  year  would  amount  to       3.328    o    o 
The  promoter  anticipates  receiving  an  income 

from  repairs  and  rent  of  garage,  and  this 

he  estimates  at  1.500    o    o 


Making  a  total  income  of . . 

Assuming  that  the  expenses  of 
running  the  'buses,  including 
all  fixed  charges,  &c.,  to  be 
9-6d.  per  *bus  mile,  the  cost 
of  running  per  annum  would 
amount  to ;f  8,986    o    o 

Assuming  that  the  expenses  at- 
tending the  running  of  the 
cabs  amounted  to  6d.  per  cab 
mile,  the  total  expenditure  for 
the  year  would  amount  to  . .      2,496    o    o 

The  promoter  estimates  the 
expenditure  in  connection 
with  repairing  and  housing 
private  motor  cars  to  be     . .      1,000    o    o 


;fi6,o6o    o    o 


3.578 


Making  a  total  expenditure  of  ;^i2,482    o    o 

Thus    leaving    a    gross 
profit  of 

If  the  motor  'buses  and  cabs 
lasted  for  ten  years,  it  would 
require  a  depreciation  to  be 
deducted  of  10  per  cent,  on 
the  cost,  amounting  to        ..  /i.ooo    o    o 

Add  Directors'  Fees  and  con- 
tingencies, say  . .         . .         578    o    o 


Total       ..         ..  1,578    o    o 

Leaving  a  net  balance  of  /2.000    o    o 

Which  would  equal  slightly  over  13  per  cent, 
upon  the  capital  of  the  Company. 

We    have    frequently   drawn    attention    in 
these   columns  to  the  undesirability  of  such 
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statements  as  the  above  appearing  in  a  company 
prospectus  over  the  signature  of  a  firm  of 
Chartered  Accountants.  Whether  they  be  called 
"  statement "  or  "  certificate,"  the  impression 
that  they  are  certainly  likely  to  give  to  some 
applicants  for  shares  is  that,  as  a  result  of  some 
investigation  of  accounts,  the  accountants  are 
in  a  position  to  assure  would-be  shareholders 
that  the  future  profits  of  the  company  may  be 
relied  upon  not  to  be  less  than  a  stated  sum. 
The  term  "  statement  "  is  used  in  connection 
with  the  estimate  quoted  above,  but  this  does 
not,  in  our  opinion,  materially  improve  matters. 
Condensed  in  the  way  that  many  applicants 
for  shares  would,  in  all  probability,  condense 
it,  this  *•  statement "  reads  to  the  following 
eifect : — 

The  auditors  state  that  there  is  a  total  income 
of  ^16,060  and  a  total  expenditure  of  ^12,482, 
leaving  a  gross  profit  of  3^3,578,  which,  after 
due  provision  for  depreciation,  directors'  fees, 
and  contingencies,  leaves  the  net  balance  of 
£2,000,  a  sum  more  than  sufficient  to  pay 
dividends  of  13  per  cent,  on  the  capital  of  the 
company. 

We  venture  to  think  that  the  auditors  would 
hesitate  very  much  before  deliberately  accepting 
responsibility  for  this  condensed  statement,  but 
we  have  no  hesitation  in  saying  that  their  state- 
ment is  very  liable  to  be  so  construed,  and 
affords  another  instance  of  the  impropriety  of 
statements  being  based,  not  upon  an  investiga- 
tion of  accounts,  but  upon  engineers'  estimates 
of  future  possibilities. 


TRneeftli?  notes. 


The  foUowing  table,  which  we  extract 

to  urn,         from  a  financial  contemporary,  shows 

io  a  very  clear  and  interesting  manner  the  new  issues 

of  1906  as  contrasted  with  those  of  the  previous  year :— 


Description 

1906 

1905 

No.  of 
New 
Issues 

Share  and 

Deb.Capital 

or  amount 

of  Loan 

No.  of 
New 
Issues 

Share  and 

Deb.Capital 

or  amount 

of  Loan 

Public  Loans 

Financial           

Commercial  and  Miscel- 
laneous           

New  issues  by  existing  com- 
panies   

Mining 

25 
II 

94 

215 
65 

£ 

43,000,000 

7,257,500 

31,437,000 

46,546,500 
11,220,500 

47 
9 

64 

207 
69 

83,452,000 
1,730,000 

17,392,500 

63,549.500 
5,8ir,ooo 

Total 

410 

129,461,500 

396 

171,935.000 

The  reduction  in  the  amount  of  public  loans  is  a  very 
welcome  sign,  as  indicating,  in  a  measure,  local  ability 
to  bear  domestic  burdens. 


Bank  Cle&rlogi 
In  igoe. 


The  extent  to  which  negotiable  instru- 
ments, especially  cheques,  are  in  use 
in  this  country  at  the  present  time,  is  well  illustrated  by 
the  following  figures,  which  have  been  supplied  by  the 
Secretary  of  the  London  Clearing  Bankers : — 


1906 


1905 


Grand  total..        ..  £12,711,334,000  ..  ^^12,287.935.000  . 

Town  clearing  total  11,719,021,000..     11,355,250.000 

Country       cheque 

clearing  total    . .  992*313,000  . 

Fourths  of  months  524,816.000  . 

Cobs,  settling  days  644,534  oco  . 

Stock  Exchange  ac- 
count days         ..  2,031,582,000. 


932,685,000  . 
497,070,000  . 
638,783,000  . 


Inc.  £423,399,000 
Inc.    363,771,000 

Inc.  59,628,000 
Inc.  27,746,000 
Inc.       5i75i,ooo 


2,070,622,000  . .   Dec.    39,040,000 

While  the  increase  of  1906  over  1905  is  very  much  less 
than  that  year  over  1904,  it  must  be  noted  with  satis- 
faction that  for  six  successive  years  the  totals  in  each 
period  have  exceeded  all  previous  figures. 


Oompany  Law  In  It  is  reported  that  a  Bill  has  been 
the  Iile  of  Han.  introduced  into  the  House  of  Keys 
which  has  for  its  object  the  bringing  of  Manx  company 
law  into  line  with  the  English  Acts.  The  projected 
measure  fills  ninety  pages,  and  is  said  to  be  the  most 
ambitious  effort  of  recent  years  in  the  Manx  Parliament. 
As  there  has  been  no  legislation  in  the  island  since  1902 
there  would  seem  to  be  plenty  of  material  on  which  to 
work. 


The  Law  Society 

and  Boltoltori' 

Iccoanti. 


The  legal  journals  are  full  to  over- 
flowing with  correspondence  respect- 
ing the  recent  agitation  in  favour  of 
some  precautions  being  taken  to  protect  the  public 
against  defaulting  solicitors,  and  the  variety  of  opinions 
expressed  is  nothing  short  of  astonishing.  We  have 
already  commented  upon  the  suggestions  put  forward 
by  the  requisitionists,  and  we  have  nothing  further  to 
add  to  our  previous  remarks  save  to  point  out  that 
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many  of  oar  contemporaries*  correspondents  who 
object  to  any  hint  of  dual  bank  accounts  and  periodical 
audits  do  not  improve  their  case  by  merely  saying 
that  neither  of  these  precautions  prevents  dishonesty 
Nobody  ever  said  that  they  did ;  but  it  is  well  recognised, 
among  those  most  competent  to  judge,  that  the  first 
step  towards  dishonesty  is  often  made  through  sheer 
ignorance,  and  the  separation  of  clients'  and  private 
moneys,  together  with  a  periodical  audit,  is  intended  to 
remove  this  excuse,  "  A  member  of  the  Society  of 
Accountants  and  Auditors"  says  (Law  Times)  that 
during  twenty-five  years'  practice  as  a  "  professional 
law  accountant  and  auditor  "  he  has  never  met  with— 
"  (i)  a  case  of  professional  misappropriation  ;  or 

(2)  a    case    in  which   I    failed  to  detect  some 

inadvertent  error  operating  to  the  prac- 
titioner's disadvantage ; 

(3)  a  case  in  which  the  solicitor  has  not  told  me 

that  he  recognised  the  general  advantage 
of  a  periodical  independent  audit." 

To  all  of  which  we  can  only  say,  breathlessly,  really  ! 

He  must  have  been  asleep. 


Liqaidatloni 
InlWW. 


The  Financial  Times  has  compiled  a 
list  of  the  principal  company  liquida- 
tions during  1906,  and  the  comparison  between  the  figures 
for  that  period  and  the  previous  year  shows  that  there 
has  been  no  appreciable  diminution  in  the  <'  deaths  " 
of  joint- stock  enterprises. 

1905  1906 

Compulsory  winding-up  . .         ..  S6  115 

Voluntary  winding-up      ..         ..     1,446  1,425 

Reconstructions     , .         . .         . .        102  91 


1.634  1,631 


Bailtffs*   Charges. 


The  case  of  Lyon  v,  Jones,  which  came 
before  his  Honour  Judge  Moss  in  the 
Chester  County  Court  on  the  13th  ult.,  raised  a  question 
of  some  interest  under  the  Law  of  Distress  Amendment 
Act,  1888.  It  appears  that  in  this  case  the  plaintiff,  a 
certificated  bailiff,  had  levied  certain  distraints  for  the 
defendant,  at  a  place  some  distance  from  Chester,  and 
he  now  claimed  a  preliminary  fee  of  los.  6d.  for  the 
journey  to  the  place  where  the  levy  had  to  be  made. 
On  behalf  of  the  defendant  it  was  argued  that  the 
prescribed  fee  for  levy  covered  all  expenses,  and  that  in 
case  of  any  difference  on  the  question  of  fees,  the 
proper  course  was    to   have  the    Bill  taxed    by  the 


Registrar  of  the  district  in  which^the  distress  was  levied. 
His  Honour  decided,  however,  that  these  rules  only 
applied  as  between  landlord  and  tenant,  and  not  as 
between  landlord  and  landlord's  agent.  The  prelim- 
inary fee  was  accordingly  allowed,  and  judgment 
entered  for  the  plaintiff  for  £2  15s. 


.    .      X     We  understand  that  a  fund  is  being 
Preientatton  to 

the  Librarian  of  raised  privately  for  the  purposes  of  a 
the  Institute,  wedding  present  to  Mr.  T.  A.  Onions, 
who  has  for  the  past  six  years  been  Librarian  to  the 
Institute,  on  the  occasion  of  his  wedding,  which  is  to  take 
place  on  Saturday,  the  19th  inst.  The  ability  which 
Mr.  Onions  has  shown  in  his  position  since  his  appoint- 
ment, and  his  invariable  courtesy,  have  gained  him 
many  friends,  and  we  are  sure  that  many  will  seize  the 
opportunity  of  showing  their  appreciation 


Diroetors  and     The  recent  decision  of  the  Court  of 
Proxies.  Appeal  in  Peel  v.  London  and  North 

Western  Railway  Company  may  be,  and  apparently  is, 
satisfactory  to  lawyers;  but  we  very  much  question 
whether  it  will  strengthen  the  respect  held  by  practical 
business  men  for  the  decisions  of  that  Court.  It  has 
now  been  held  by  Lords  Justices  Vaughan  Williams, 
Moulton,  and  Buckley,  that  it  is  quite  proper  for  the 
directors  of  a  company  to  issue  stamped  proxies  to  all 
shareholders  in  view  of  a  general  meeting  about  to  be 
held,  and  to  insert  the  names  of  directors  in  those 
proxies.  We  can  follow  the  reasoning  of  the  Court  to 
the  extent  of  assenting  to  the  desirability  of  stamped 
proxies  being  forwarded  to  all  shareholders,  so  that  the 
meeting  may  be  as  representative  as  possible :  but  the 
practical  business  man  is  well  aware  that  a  very  large 
number  of  persons  are  quite  willing  to  sign  and  return 
any  printed  form  which  may  be  presented  to  them 
that  involves  na  pecuniary  liability.  If  they  had  to 
fill  in  the  names  of  the  persons  they  appointed  to  repre- 
sent them,  they  would  at  least  have  to  give  some 
consideration  to  the  selection  of  their  representatives  ; 
but  if  they  are  saved  this  trouble  by  the  names  of 
directors  being  printed  in  the  body  of  the  form,  its 
return  in  a  very  large  number  of  cases  maybe  regarded 
as  assured.  That  is  to  say,  the  Court  of  Appeal  has 
sanctioned  a  procedure,  the  practical  effect  of  which  is 
to  greatly  strengthen  the  hands  of  the  existing  board, 
quite  independently  of  the  merits  of  any  dispute  that 
there  may  be  between  them  and  bodies  of  outside 
shareholders. 


January  12,  1907. 


THE    ACCOUNTANT 


41 


Workmen's  We  understand  that  a  Bill  will  shortly 
GompMiMtioB  be  introduced  with  the  object  of  making 
iDsonuiM  Section  3  of  the  Life  Insurance  Com- 
OompanlM.  panies  Act,  1870,  applicable  to  com- 
panies carrying  on  the  business  of  insuring  employers 
against  liability  to  pay  compensation  or  damages  to 
workmen  in  their  employment.  This  clause,  it  will  be 
remembered,  requires  companies  to  deposit  a  sum  of 
twenty  thousand  pounds  until  such  time  as  they  can 
show  accumulated  funds  amounting  to  forty  thousand 
pounds.  In  view  of  the  important  nature  of  the  busi- 
ness now  transacted  by  accident  insurance  companies, 
it  seems  especially  desirable  that  the  public  should  be 
protected  against  the  formation  of  mushroom  concerns 
that  will  be  quite  unable  to  meet  their  obligations 
should  they  prove  unlucky  in  their  early  ventures.  At 
the  same  time  advantage  might  be  taken  of  this  oppor- 
tunity to  adopt,  or  adapt,  certain  other  provisions  of 
the  Life  Insurance  Companies  Acts  as  being  equally 
suitable  for  accident  companies. 


It  will  be  interesting  to  see  to  <vhat 
■"«-lf  extent  the  extremely  favourable  con- 

ditions of  the  money  market  to  bankers  during  1906  are 
allowed  to  affect  their  disclosed  profits.  The  average 
Bank  Rate  for  1906  has  been  £^  5s.  4d.  per  cent., 
against  £^  os.  2d.  per  cent,  in  1905,  which  should  admit 
of  an  increase  of  some  ao  per  cent,  in  profits,  assuming 
the  volume  of  business  to  remain  constant.  We 
venture  to  think  that  in  the  majority  of  cases  this 
increase  will  be  utilised  to  increase  hidden  reserves, 
which  must,  to  some  extent,  have  suffered  through 
depreciation  of  investments  during  the  past  year. 
It  may  be  applied  also  in  the  direction  of  increasing 
the  gold  reserve,  which  in  many  cases  can  be  regarded 
as  by  no  means  excessive. 


ihm  RMSBt  '^^^  question  referred  to  by  our 
lianlBAtloBt.  correspondent  "  Perplexed  "  last  week, 
is  by  no  means  the  only  one  set  at  the  recent 
examinations  of  the  Institute  that  might  well  bother 
candidates;  indeed  it  is,  we  think,  a  perfectly 
legitimate  question  as  it  stands,  which  is  a  good 
deal  more  than  can  be  said  for  some  of  the  others, 
paiticnlarly  of  those  set  at  the  Final  Examination. 
AiMien  a  candidate  is  asked  to  make  a  provision  of  5 
per  cent,  or  any  other  percentage  on  the  outstanding 
debtor  balances  for  bad  and  doubtful  debts,  we  think 
that  what  is  required  is  that  he  should  raise  a  reserve 


for  bad  and  doubtful  debts  to  an  amount  equal  to  the 
stated  percentage  on  the  debit  balances  on  customers' 
accounts,  subject  to  deduction  of  reserve  for  discounts 
(if  any).  If  there  already  exists  a  reserve  for  bad  and 
doubtful  debts,  it  is  only  necessary  to  increase  that 
reserve  to  the  required  amount.  Of  course,  scarcely 
anyone  would  provide  for  bad  and  doubtful  debts  in 
that  way,  and  the  question  is  liable  to  create  the 
false  impression  that  an  inadequate  method  of  pro- 
viding for  a  very  customary  loss  is  the  usual  and 
accepted  foiethod. 


Wine  and  Bpirit    ^^^^  further  reference  to  the  query 
Herohaoti*        asked  in  our  last  issue  by  a  correspon- 
Btockau  ^gQ^  signing  himself  "  Stock,"  we  may 

mention  that  Volume  XXXII.  of  "  The  Accountants' 
Library  '*  series  contains  much  interesting  information 
with  regard  to  the  valuation  and  checking  of  the  stock 
of  wine  and  spirit  merchants,  whether  broken  or  in 
bulk.  This  volume  should  be  in  the  hands  of  all 
interested  in  the  liquor  trade. 


RedaotioB  We  think  the  suggestion  put  forward 
of  Capital,  by  Mr.  G.  W.  Smith  in  our  Correspon- 
dence column  last  week  is  a  good  one,  and  we  shall 
accordingly  take  an  early  opportunity  of  considering 
the  various  questions  of  account  involved  on  the 
reduction  of  the  capital  of  a  company  under  varying 
circumstances.  The  precise  form  of  reduction  referred 
to  by  our  correspondent  is,  doubtless,  that  provided 
for  under  Section  3  of  the  Companies  Act,  1880.  This 
may  be  regarded  in  the  light  of  a  legislative  joke, 
inasmuch  as  the  provisions  are  a  manifest  absurdity, 
which  if  carried  into  effect  would  produce  results  far 
different  from  those  apparently  contemplated. 


'*  The  Indictment  Commercial  Intelligence  publishes  the 
of  a  Truit."  following  interesting  summary  of  the 
indictment  recently  made  against  the  American  Ice 
Trust  in  the  name  of  the  people  of  the  State  of  New 
York  in  the  Supreme  Court.  It  is  said  to  be  a  typical 
instance  of  the  numerous  similar  actions  which  have 
been  brought  in  various  parts  of  the  United  States 
since  the  anti-Trust  campaign  commenced : — 

•*  That  when  the  Trust  was  advertising  a  shortage  of 
ice,  it  was  refusing  supplies  from  independent  producers. 
That  it  contracted  with  other  companies  to  prevent 
their^entering  the  field  of  competition. 
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That  of  total  assets  of  46,325,488  dols.,  33,260,606 
dols.  represent  no  tangible  asset. 

That  on  December  i  1906  it  paid  a  nine  per  cent, 
dividend. 

That  the  Trust  in  July  [906  sold  ice  at  an  average 
price  of  478  dols.  per  ton  that  cost  only  1*94  dols.  per 
ton,  and  earned  71  per  cent. 

That  it  has  a  monopoly  of  the  natural  and  artificial 
ice  output,  especially  in  Greater  New  York. 

That  it  secured  control  of  the  Maine  ice  fields,  and 
cut  the  harvest  last  year  from  1,500,000  to  500,000  tons. 

That  it  similarly  controls  the  other  sources  of  supply. 

That  by  means  of  its  control  of  the  landing  places  in 
this  city  it  increased  the  price  per  ton  at  the  wharves 
from  I '20  dols  to  5  dols.  and  6  dols. 

That  by  these  means  the  price  of  ice  to  the  poor  was 
from  10  dols.  to  14  dols.  a  ton. 


Correspon^ence  an^  Bnqutries. 


All  communications  to  the  Editor  should  be 
by  letter  only. 


[We  are  at  all  times  ready  to  insert  correspondence  on 
matters  of  interest  to  the  Profession^  hut  we  do  not  of  eourst 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents,  not  necessarily  for 
publication^  but  cu  a  guarantee  of  good  faith."] 


Resristration  for  the  Profession. 

(To  the  Editor  of  The  Accountant,) 
Sir, — In  addition  to  the  well  advanced  arguments  in 
favour  of  registration  as  a  means  of  deterring  persons 
of  somewhat  doubtful  repute,  and  qualifications  which 
are  conspicuous  by  their  absence,  from  their  present 
privilege  (when  every  other  profession  is  closed  to  them) 
of  describing  themselves  as  "  accountants,"  in  the  hope 
of  inducing  business  of  any  description  in  their  direction, 
may  I  advance  another  reason  which  I  have  not  yet 
seen  used.  That  is,  the  fact  that  all  clerks  employed  in 
the  accountants*  departments  of  our  great  companies  are 
at  liberty  to,  and  do,  describe  themselves  as  accountants, 
and  I  may  instance  as  a  case  in  point  one  of  the  leading 
railway  companies,  where,  in  a  department  employing 
some  hundreds  of  clerks,  all  arrogate  to  themselves  the 
term  "  accountant."  This  alone  is  a  sufficient  reason 
for  the  profession  to  combine  in  securing  a  legal  status 


in  the  same  manner  that  the  dentists  secured  their  pro- 
tection, from  the  hands  of  Parliament,  and  the  longer  it 
is  delayed  the  greater  will  be  the  multiplication  of 
unqualified  practitioners  whose  entrance  is  unhampered 
by  any  of  the  restrictions  which  obtain  in  other 
professions. 

Any  scheme  of  registration  should,  I  think,  provide 
in  the  first  instance  for  such  persons  as  have  qualified 
by  examination,  or  are  actually  and  have  for  a  stated 
period  been  in  practice  as  public  accountants  or  who 
hold  the  position  of  accountant  to  a  company,  and 
future  admissions  would,  no  doubt,  be  regulated  by  a 
system  of  examinations  controlled  by  a  joint  Board  of 
the  Institute  and  Societies. 

Yours  faithfully, 

^nd  January  1907.  PRO-REGISTRATION. 


Income  Tax  on  Bank  Interest. 

[To  the  Editor  of  The  Accountant,) 
Sir, — I  have  read  the  letter  of  "  Burgh  **  in  your  issue 
of  5th  inst.  It  would  appear  to  me  that  the  question 
of  the  arrears  must  be  determined  by  the  fact  whether 
or  no  your  correspondent  gave  regular  notice  of  appeal 
year  by  year.  If  he  did  not  do  so,  I  fear  he  would  be 
unable  to  reclaim,  although  it  might  very  reasonably  be 
hoped  that  the  Board  of  Inland  Revenue,  in  view  of 
the  circumstances,  would  have  decided  otherwise. 

Yours  faithfully, 

F.  LODGE  ROSSER. 
^th  January  1907. 

(To  the  Editor  of  The  Accountant,) 
Sir, — In  reply  to  your  correspondent  "  Burgh,"  if  the 
bank  is  one  within  the  United  Kingdom,  and  the  over- 
draft is  a  fluctuating  amount,  tlie  bank  will  have  charged 
the  interest  in  full  and  returned  it  for  income-tax 
purposes  in  their  own  return,  and  the  company  was 
quite  justified  in  its  protest,  that  the  amount  should  be 
allowed  as  a  charge  against  its  profits.  The  only  means 
of  recovering  the  tax  paid  for  past  years  would  be 
to  send  in  a  detailed  claim  to  Somerset  House  showing 
the  amounts  of  interest  and  the  tax  overpaid,  accom- 
panied by  a  certificate  from  the  bank  that  these  items 
of  interest  have  been  accounted  for  in  the  bank's  return 
for  income-tax  purposes.  It  is  possible  that  the  Inland 
Revenue  authorities  might  allow  the  amounts  overpaid 
during  the  whole  period,  but  it  is  more  probable  that 
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they  would  refuse  to  go  back  more  than  three  years,  in 
which  case  I  am  afraid  yoor  correspondent  would  have 
DO  remedy  beyond  that  period. 

Yours  faithfully, 

TAX. 


Life  Tenant  and  Remainderman. 

IT0  iki  Editor  of  Tki  Accountant.) 
Sir, — A.  dies  leaving  the  income  of  his  estate  to  his 
wife  for  life  with  reversion  to  children  in  equal  shares. 

The  executors  pay  a  sum  of  £2^  in  redemption  of  a 
tithe  rent  on  one  of  the  properties.  How  should  this 
sum  be  dealt  with  as  between  capital  and  income  ? 

Yours  faithfully, 

2nd  January  1907.  ARTICLED  CLERK. 


Examination  Gems. 

(To  the  Editor  of  The  Accountant.) 

Sir, — The  following  "  howlers  "  may  contribute  to  the 
gaiety  of  your  readers.  I  selected  them  from  some 
papers  I  recently  had  to  mark  in  a  **  Bookkeeping " 
examination  : — 

*'  Goodwill " — The  difference  between  the  amount  of 
a  business  as  purchased,  and  the  amount  it  is  afterwards 
found  to  be  worth ! 

"  Bank  Discount "  is  charged  for  giving  cash  for  a  bill 
before  it  is  due,  because  the  bankers  have  to  wail  (sic) 
a  long  time  for  the  money. 

*•  A  Counterfoil "  is  affixed  by  a  perforation  to  the  left 

side  of  a  cheque. 

Yours  faithfully, 

Sth  January  1907.  F.  C.  A. 


Ube  institute  of  Cbartere^  accountants 
in  Bnalan^  an^  Males. 


At  a  special  meetiug  of  the  Council,  held  on  Wed- 
nesday, the  9th  January  1907,  at  the  Hall  of  the 
Institute,  Moorgate  Place,  E.C.,  there  were  present : — 

Mr.  W.  B.  Peat,  President,  in  the  chair ;  Mr.  J.  B. 
Ball,  Vice-President;  and  Messrs.  W.  Ashworth,  J,  W. 
Barber,  J.  H.  Blackburn,  W.  Blease,  E.  M.  Carter, 
Ernest  Cooper,  Sir  John  Craggs,  Messrs.  W.  H.  Fox, 
John  Gane,  A.  H.  Gibson,  T.  Gregory,  J.  E.  Halliday, 


B.  W.  Hardcastle,  J.  S.  Harmood- Banner,  M.P.,  A.  C. 
Harper,  D.  Hill,  W.  C.  Jackson,  F.  A.  Jenkins, 
H.  Woodburn  Kirby,  G.  Walter  Knox,  J.  G.  Litton, 
J.  Mather,  A.  O.  Miles,  F.  W.  Pixley,  W.  Plender,  F.  J. 
Saffery,  T.  G.  Shuttleworth,  G.  Sneath,  J.  M.  Wade, 
E.  Waterhouse,  and  F.  J.  Young. 

Mr.  Walter  Sydney  Hunt,  A.C.A.,  of  375  &  376 
Birkbeck  Bank  Chambers,  Holborn,  W.C.,  having 
been  adjudicated  bankrupt,  was  excluded  from  mem- 
bership of  the  Institute. 

At  the  ordinary  meeting  of  the  Council,  held  at  the 
conclusion  of  the  special  meeting,  the  Examination 
Committee  reported  the  results  of  the  examinations  in 
November  and  December  1906  as  follows : — 


Preliminary  .. 
Intermediate 
Final 


Passed  Failed  Total 

105    54  159 

122    58  180 

108    82  190 


335 


194 


529 


Also  that  the  following  Prizes  and  Certificates  of 
Merit  had  been  awarded  : — 

Preliminary  Examination, 

Prize, 

Hawley,  H.,  Fenton,  Staffs. 

Intermediate  Examination, 

Prize, 

Ward,  H.  B.  (E.  Hart),  London. 

Final  Examination. 
Prize  and  First  Certificate  of  Merit. 
Carder,  F.  W.  (T.  H.  Gough),  Dudley. 

Certificates  of  Merit  in  Order  of  Priority, 

Bristol,  C.  F.  (W.  Thomas),  Birmingham. 
Yeoman,  L.  J.  (G.  Clark,  junr.),  London. 
Cross,  J.  G.  (J.  Benson),  Newcastle-upon-Tyne. 
Spark,  F.  V.  (E,  Sparks),  Newcastle-upon-Tyne. 
Raymont,  F.  R.  (E.  P.  Chevalier),  Liverpool. 
Bairstow,  E.,  (B.  Turney),  Halifax. 
Garratt,  A.  (A.  E.  J.  Lark),  Great  Yarmouth. 
Wood,  W.  T.,  B.A.  (H.  Woodburn  Kirby),  London. 
Chandler,  G.  L.,  B.A.  (A.  A.  Adams),  London. 
Anderson,  C.  (W.  C.  Jackson),  London. 
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The  Robert  Fletcher  Prize  was  awarded  to  Mr. 
H.  B.  Ward  (E.  Hart),  LindoD. 

The  resignations  of: — 

Mr.  J.  Wainwright,  F.C.A.,  Ashton-under-Lyne, 
W.  J.  Davis,  A.C.A.,  Birmingham, 
F.  W.  Densham,  A.C.A.,  New  Maiden, 
R.  Dixon,  A.C.A.,  Redditch, 
A.  S.  Fryer,  A.C.A.,  Leeds, 
W.  Robertson,  A.C.A.,  London, 

were  accepted. 

The  Secretary  reported  the  death  of : — 

Mr.  C.  Neild,  F.C.A.,  Manchester. 

W.  R.  Parkinson,  F.C.A.,  Liverpool. 

H.  A.  Styring,  A.C.A.,  Sheffield. 

L.  P.  Calvert,  A.C.A.,  Nottingham. 

C.  H.  Garland,  A.C.A.,  Sheffield. 

T.  Smith,  A.C.A.,  Fallbrook. 

Cornelius  Wheawill,  A.C.A.,  Huddersfield. 

Seventeen  Associates  were  elected  to  Fellowship  and 
seven  persons  admitted  to  membership.  A  list  of  those 
who  complete  their  Fellowship  or  membership  by  the 
24th  lust,  will  appear  in  oar  issae  of  the  26th  inst. 


1(lnd9ton'Upon^t)ulI  Cbattere^  accoun«> 
tant6  StueentB'  Soctets. 


Qraduation  of  Income-Tax.— To  what  extent  is  it 
Expedient  and  Practicable? 


By  Mr.  C.  E.  Isaacs. 


A  Paper  read  before  members  of   the  above    Society 
on  December  5th  1906. 

Introductory, 
The  preparation  of  this  lecture  was  completed  before  the 
Select  Committee  of  the  House  of  Commons,  appointed  to 
inquire  into  the  subject,  had  made  its  report  to  Parliament 
on  the  30th  November ;  but  I  have  decided  to  deliver  it 
unaltered,  as  the  Committee's  conclusions  have  not  modified 
mine  in  any  way. 

Where  we  agree,  I  am  glad  to  see  how  largely  I  confirm 
^  views  ;  where  we  differ,  the  reasons  for  such  disagree- 


'  ment  will  be  apparent  from  the  supplementary  observations 
I  will  make  in  closing  this  address. 

I  desire  to  express  my  wish  to  avoid  any  remarks  of  a 
political  nature  in  dealing  with  this  complicated  and 
difficult  subject. 

We  know  that  whatever  party  is  in  power  the  Govern- 
ment of  the  country  cannot  be  carried  on  without  money  ; 
and  we  all  agree  that  taxation  should  be  adjusted,  as  nearly 
as  possible,  proportionately  to  the  means  of  each  indi- 
vidual,— that  the  burden  should  be  made  to  fit  the  back 
which  has  to  bear  it,  so  that  the  strong  shall  carry  the 
heavy  load  and  the  weak  the  lighter  one. 

But  when  we  begin  to  consider  how  it  is  to  be  done  our 
difficulties  commence,  and  they  thicken  fast  as  we  grapple 
with  the  practical  aspects  of  the  problem ;  for  we  have  to 
deal  with  indirect  as  well  as  direct  taxation,  in  order  to 
arrive  at  a  just  conclusion,  whereas  income-tax  itself  comes 
only  under  the  latter  heading. 

My  reasons  for  choosing  this  subject,  "Graduation  of 
Income-tax,"  are  twofold. 

First,  a  Select  Committee  of  the  House  of  Commons  has 
been  engaged  during  the  past  six  months  or  more  in  investi- 
gatinig  the  practicability  of  graduating  the  income-tax,  and 
of  differentiating  between  permanent  and  precarious 
incomes.  The  Committee  has  finished  its  work,  as  regards 
taking  evidence,  and  is  now  compiling  its  report. 

Second,  as  it  is  necessary  to  understand  the  structure — 
the  framework — of  the  income-tax,  and  the  principles  on 
which  it  is  founded,  to  be  able  to  determine  how  far 
graduation  is  practicable  as  well  as  expedient,  it  is  my 
desire  to  convey,  in  a  form  which  will  interest  you,  some 
serviceable  information. 

I  will  now  state  my  views,  which  are  based  not  merely 
upon  theory,  but  on  expert  knowledge  and  experience, 
gained  during  thirty-nine  years  over  a  very  wide  area. 

Every  one  derives  benefit  from  settled  government,  and 
should  contribute  in  a  fair  degree  to  the  cost  of  it. 

The  income-tax  appeals  at  once  to  the  popular  mind  as 
the  fairest  mode  of  taxation. 

Some  say,  "Let  every  man  pay  a  uniform  tax  on  his 
income."  Others  would  differentiate  between  what  is 
earned  and  what  is  enjoyed  without  labour. 

Meaning  of  the  Terms  ^Graduation  "  and  ^Differentiation,^* 
Strictly  speaking,  "  graduation  "  means  the  imposition  of 
a  small  rate  of  income-tax  on  small  incomes,  and  a  scale  of 
rates  ascending  as  incomes  increase. 

"  Differentiation  "  means  making  a  distinction  between 
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earned  and  unearned  incomes,  and  charging  the  latter  at 
higher  rates  than  the  former. 

My  remarks  will  relate  mainly  to  *•  graduation  "  ;  but  as 
'  differentiatiun  "  cannot  be  entirely  separated  from  it,  I 
have  to  include  it  within  the  scope  of  my  lecture. 

I. — Is  Graduation  ok  Incomk-tax  Kxpediknt? 
It  may  be  conceded  at  once  that  graduation  of  taxa- 
tion, in  its  broadest  sense,  is  both  expedient  and  neces- 
sarj' ;  and,  so  far  as  income-tax  in  this  country  is  con- 
cerned, the  principle  is  already  recognised  in  financial 
legislation. 

Enormous  masses  of  our  population  are  so  poor  as  to  be 
unable  to  pay  any  direct  taxation  whatever. 

Others,  who  can  afford  to  pay  something,  suffer  hardship 
01  inconvenience  if  only  an  extra  penny  is  added  to  the 
rate  of  duty. 

Others,  again,  are  so  wealthy  that  if  the  rate  were 
doubled  or  trebled,  they  would  feel  no  pressure  whatever. 

The  law  already  recognises  all  this,  and  provides  accord- 
ingly that  graduation  shall  be  applied,  not,  indeed,  by 
charging  a  higher  rate  of  duty  to  a  large  income,  and  a 
lower  rate  to  a  small  one,  but  by  applying  a  system  of 
partial  exemption,  called  abatement,  in  connection  with  a 
uniform  rate  of  duty. 

Take,  for  example,  a  man  who  has  a  total  income  of  ;^2oo 
a  year,  consisting  of  salary  only,  and  another  who,  besides 
a  salary  of  ;£'2oo,  has  likewise  sources  of  income  otherwise 
taxed,  bringing  his  total  income  up  to,  say,  ;^8oo.  In  the 
first  case,  an  abatement  of  ;^  160  would  be  granted,  and  tax 
would  be  required  at  is.  per  £  on  £^0  only,  equal  £2,  In 
the  second  case  the  tax  w^ould  be  required  on  the  salary 
of  £20Q  in  full,  amounting  to  ;f  10. 

Graduation  is  obtained  whether  there  is  a  varying  rate 
without  allowance  of  "abatements,"  or  whether  there  is 
the  allowance  of  "abatements"  in  connection  with  a 
Qoiform  rate  of  duty.  As  to  the  latter  method,  we  can  see 
its  effect  in  the  examples  given  above. 

In  the  one  case  the  total  income  from  all  sources  is  ;^2oo, 
on  which  £^  duty  is  chargeable,  equal  to  22d.  per  £. 

In  the  other  case  the  total  income  from  all  sources  is 
;£8oo,  and  the  ;^2oo  salary,  which  forms  part  of  it,  is  con- 
sequently charged  ;f  10 — that  is,  is.  per  £, 

Moreover,  by  the  application  of  the  system  of  abate- 
ments already  in  force,  in  connection  with  a  uniform  rate 
of  doty,  the  graduation  is  granted  automatically  in  a  more 
eqnitable  and  perfect  way  than  what  is  practicable  by  intro- 
ducing varying  rates  of  duty. 

For  example,  assuming  that  a  4d.  rate  is  laid  on  incomes 
between  £200  and  £^00,  the  income  of  ;£'2oi  gets  no  more 


benefit  from  graduated  rates  than  the  one  at  ^£299,  though 
the  latter  income  is  practically  half  as  much  again  as  the 
former;  but  under  the  system  of  abatements  the  lower 
income  would  pay  13s.  8d.,  while  the  latter  would  pay 
£2  6s.  8d..  about  three  and  a-half  times  as  much, 
equalling  a  rate  per  £  of  about  four-fifths  of  id.  and  2d. 
respectively— obviously  a  far  more  equitable  result  of 
graduation  than  what  is  attained  by  varying  the  rate. 
Instances  might  be  easily  multiplied,  but  I  submit  I  have 
shown  that  graduation  of  income-tax  is  already  in  prac- 
tical operation  under  existing  law.  and  in  the  most  effective 
form. 

To  render  the  tax  absolutely  just  in  its  incidence,  it 
would  be  necessary  to  consider  not  only  the  amount  of  a 
person's  income,  but  what  he  has  to  do  with  it,— what 
burdens  and  liabilities  he  is  subject  to,  and  in  what 
manner  and  to  what  extent  he  contributes  in  other  ways 
to  the  revenue  by  means  of  indirect  taxation. 

A  bachelor  with  ;^i5o  a  year,  who  pays  no  income-tax, 
can  better  afford  to  pay,  as  a  rule,  than  a  married  man 
who  maintains  a  large  family  on  an  income  of  ;£i8o,  and 
who  has  to  pay  not  only  income-tax,  but  also  more  in 
the  way  of  indirect  taxation  than  the  single  man,  especially 
if  the  latter  consumes  neither  alcohol  nor  tobacco. 

One  person  may  have  sick  or  aged  and  helpless  relations 
dependent  on  him,  from  which  burdens  another  person 
may  be  entirely  free.  One  person  may  have  to  pay  out  of 
current  earnings  old  debts  caused  by  sickness  or  mis- 
fortune, while  another  is  able  to  devote  all  his  income  to 
the  present  benefits  of  his  family  and  himself. 

Income-tax  cannot  be  assessed  with  absolute  justice, 
without  weighing  in  detail  the  circumstances  of  each  indi- 
vidual case;  and  it  is  clearly  impracticable  to  attempt 
such  a  task. 

It  is  impossible  for  considerations  of  this  nature  to  be 
allowed  to  enter  largely  into  matters  of  income-tax  assess- 
ment; but  if  they  could  be,  they  would  seriously  affect 
the  case  in  estimating  the  taxable  capacity  of  each 
person. 

Extension  and  Enlargement  of  Abatements, 

The  present  system  may  be  adapted  to  attain  the  object 
for  which  graduation  is  proposed  to  be  introduced,  by 
extending  and  enlarging  the  abatements ;  but  it  will  be 
futile  to  attempt  to  remedy  existing  inequalities  by  means 
of  a  scale  of  rates,  as  I  shall  illustrate  a  little  later  on. 

The  constant  efforts  made  by  Parliament,  since  the 
modem  income-tax  was  introduced  in  1842,  to  remove  from 
it  all  elements  of  hardship  and  injustice  have  added 
largely  to  its  complications,  so  adverse  to  its  smooth  and 
simple  working. 
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What  Proportion  of  the  Population  will  Graduation  Affect? 
The  Chairman  of  the  Board  of  Inland  Revenue,  in  his 
evidence  before  the  Select  Committee  of  the  House  of 
Commons,  confirmed  the  estimate  of  Mr.  Chiozza  Money, 
M.P.,  that  the  number  of  income-tax  payers  is  about 
1,100,000. 

Only  about  2  per  cent,  of  the  population  pay  income-tax 
at  all,  and  the  incomes  of  four-fifths  of  even  this  class  do 
not  exceed  ;^7oo  a  year.  To  such  the  benefits  of  gradua- 
tion are  already  applied  by  means  of  the  existing  scale  of 
abatements,  which  vary  from  /"160  down  to  /70. 

We  have  now  to  consider  only  about  two-fifths  per  cent., 
or  one  person  in  250  of  the  population  of  the  United 
Kingdom. 

Of  this  small  class  the  incomes  of  90  per  cent,  do  not 
exceed  ;^5,ooo,  the  average  being  about  ;^i,6oo. 

Those  possessing  incomes  from  ;^5,ooo  upwards  consti- 
tute only  about  one  in  every  2,500  per  head  of  the  popula- 
tion. Regarding  these,  it  may  be  remembered  that  they 
contribute  largely  to  the  death  duties.  Many  do  not  spend 
all  their  enormous  incomes,  large  portions  of  which,  after 
being  charged  income-tax,  are  added  to  their  capital, 
which  at  their  decease  becomes  also  subject  to  the  death 
duties,  involving  taxation  over  again. 

If  this  class  is  still  too  lightly  taxed,  the  required  adjust- 
ment may  be  found  by  increasing  the  death  duties,  rather 
than  in  interfering  with  the  rate  of  income-tax. 

Proposals  have  been  suggested  for  the  imposition  of  a 
super-tax  on  the  larger  incomes  ;  but  as  this  impost  would 
be  tantamount  to  a  variation  of  the  normal  rate  of  duty,  I 
do  not  deem  it  necessary  to  add  to  what  I  have  said  about 
the  inadvisability  of  introducing  a  scale  of  varying  rates 
of  duty. 

I  think  that  if  the  abatements  were  increased  and 
extended  to  ;f  1,000,  all  the  claims  for  graduation  would 
be  fairly  met. 

Just  as  the  poorer  classes  cannot  afford  to  pay  income- 
tax  at  all,  so,  on  the  other  hand,  those  classes  who  have 
incomes  exceeding  a  thousand  a  year  can  afford  to  do 
without  abatements,  and  need  not  be  considered  as 
requiring  any  relief  from  assessment  of  their  full  incomes. 

The  higher  the  income  the  greater  the  probability  of 
some  portion  of  it  being  saved,  and  being  chargeable  ulti- 
mately to  the  death  dufties,  as  already  pointed  out. 

Differentiation  of  Income-tax, 
With  regard  to  dififerentiation,  we  admit  the  principle 
that  unearned  income  should,  as  a  rule,  be  taxed  more 
^avily  than  what  is  worked  for. 

^ere  are,  however,  two  classes  of  unearned  income:  — 


(i)  That  which  is  inherited ;  and  (2)  that  which  arises  out 
of  the  savings  of  the  recipient  from  income  formerly 
earned  by  him,  and  which  was  then  charged  income-tax. 

The  former  class  is  reached  by  the  death  duties,  which, 
by  diminishing  the  capital  inherited,  decrease  the  future 
net  income,  thus  operating  in  the  same  direction  as  would 
an  increase  in  the  rate  of  income-tax. 

The  latter  class,  which  includes  the  recipients  of 
pensions  or  deferred  pay, — persons  who  have  earned  in  the 
past  what  they  receive  in  the  present,  or  annuitants  who 
have  purchased  their  annuities  by  sinking  the  savings 
from  their  former  taxed  earnings. 

It  may  be  fairly  assumed  that  no  political  economist 
would  wish  to  discourage  thrift  by  imposing  a  handicap  of 
an  increased  rate  of  income-tax  on  such  a  class  as  this. 

An  invalid  lady,  whose  slender  income  consists  of 
unearned  income,  is  surely  not  in  a  position  to  pay  income- 
tax  at  a  higher  rate  of  duty  than  a  person  in  health  earn- 
ing a  similar  amount  of  income  by  'his  own  labour.  I 
consider  that  the  death  duties  adjust  the  grievance  that 
precarious  incomes  and  permanent  ones  are  charged 
income-tax  at  the  same  rate. 

I  have,  however,  one  good  word  to  say  in  favour  of 
graduation  and  differentiation  of  rates — namely,  that  they 
would  result  permanently  in  such  an  enormous  mass  of 
trouble  and  complication  for  the  public  that  there  would 
be  a  very  large  accession  of  business  to  accountants,  and, 
I  hope,  to  myself  also,  as  a  consulting  specialist  on  income- 
tax. 

So  long  as  equity  is  observed  in  imposing  taxation  it 
matters  not  whether  the  proper  adjustments  are  obtained 
by  the  operation  of  the  income-tax,  or  in  some  other  way  ; 
and  I  think  I  have  clearly  shown  that  unearned  incomes 
are  already  more  heavily  taxed  than  earned  incomes,  and 
that  any  further  adjustment  should  be  obtained  by- 
increasing  the  death  duties. 

II. — How  Far  is  "Graduation"  Practicable? 

I  will  now  endeavour  to  demonstrate  that  graduation  of 
income-tax  on  the  lines  of  rates  of  duty,  varying  according 
to  the  amount  of  the  total  income  of  each  taxpayer  or  class 
of  taxpayer,  is  not  practicable,  without  creating  more  evils 
than  those  it  is  proposed  or  supposed  to  remedy. 

It  may  be  said  that  it  is  introduced  and  worked  in  several 
foreign  countries,  and  that  what  is  done  abroad  can  be 
done  here. 

But  can  it  be  proved  that  the  various  modes  of  gradua- 
tion adopted  by  foreign  countries  produce  fair  and 
adequate  results?  If  they  do  not,  they  defeat  their  own 
object;  for  what  is  the  use  of  trying  to  adjust  the  tax- 
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payers'  burdens  by  imposing  differing  rates  of  du/ty  if  the 
leakage  of  taxation  is  so  laiige  that  a  serious  proportion 
of  all  classes  escape  their  fair  share  of  liability  ?  Whatever 
may  be  the  methods  of  assessment  adopted  by  such 
countries,  or  whatever  measure  of  success  is  attained  in 
securing  just  and  adequate  results  for  their  respective 
Governmeats,  we  have  only  to  compare  their  systems  with 
one  another  to  see  that  they  differ  too  widely  to  effect  that 
equal  adjustment  of  taxation  which  such  mode  of  gradua- 
tion is  intended  to  bring  about. 

I  glean  the  following  information  from  an  analysis  of  the 
evidence  obtained  during  the  past  two  years  by  our  own 
Government,  through  his  Majesty's  representatives 
abroad,  showing  what  principles  are  adopted  by  foreign 
nations,  as  well  as  in  some  of  our  Colonies,  in  regard  to 
graduation  and  differentiation  of  income-tax. 

Scales  of  rates  are  applied  in  Austria,  Denmark, 
Germany,  Holland,  Italy,  Norway,  Spain,  Sweden,  and 
Switzerland. 

Where  such  graduation  is  applied  there  is  generally  no 
exemption  for  incomes  exceeding  ;^5o  per  year. 

In  Germany  the  graduation  extends  as  far  as  Incomes  of 
;f  5,000,  which  are  rated  at  4  per  cent.  Austria  places  4 
per  cent,  on  ;^4,ooo,  Norway  4  per  cent,  on  about  ;^i,3oo, 
Sweden  4  per  cent,  on  ;^8.ooo.  In  Denmark  the  tax  is  only 
2*3  per  cent,  for  incomes  of  ;^5,5oo. 

The  scales  of  no  two  of  .these  countries  agree  in  the 
rates  of  graduation  or  differentiation,  or  in  the  relative 
distinctions  between  earned  and  unearned  income. 

la  Denmark  an  unearned  income  of  ;f  200  is  taxed  twice 
as  heavily  as  one  that  is  earned ;  but  an  unearned  income 
of  ;f  5,000  is  only  charged  one-fourth  as  much  again  as  one 
that  is  earned. 

Germany,  Denmark,  and  some  other  coimtries  grant 
allowances  from  small  incomes  for  disablement  by  acci- 
dent, family  troubles,  and  the  support  of  young  children 
and  poor  relations. 

Returns  must  be  made  Compulsory, 
In  order  to  work  efficiently  any  system  of  graduation, 
according  to  the  total  income  of  every  taxpayer,  a  detailed 
statement  must  be  required  from  each  to  show  either  what 
abatement  he  is  entitled  to,  or  at  what  rate  of  duty  he 
ahocid  pay  on  his  whole  income. 

Consequences  of  adopting  Scales  of  Rates. 

If  varying  rates  are  introduced  as  a  means  of  graduation, 
it  will  be  necessary  to  abandon  the  present  system,  by 
which  font-fifths  of  the  duty  is  secured  through  taxation  of 
income  at  its  source — a  process  most  fruitful  in  results,  and 


without    the    drawbacks    attendant    on     personal    direct 
taxation. 

There  must  also  be  a  reactionary  reversion  to  the  prin- 
ciple incorporated  in  the  Income-tax  Act  of  1799,  under 
wliich  the  recipient  of  the  income  was  the  subject  of  taxa- 
tion, not  the  source  of  the  income. 

By  means  of  taxation  of  income  at  its  source  foreigners 
possessing  property  in  this  country,  though  resident 
abroad,  contribute  income-tax  which  might  otherwise 
escape  altogether. 

I  will  briefly  sketch  the  income-tax  system  introduced 
in  the  year  1842,  the  framework  of  which  has  lasted  ever 
since. 

It  is  divided  into  five  compartments,  called  Schedules 
A,  B,  C,  D,  and  E  respectively. 

Schedule  A  applies  to  the  taxation  of  houses  and  lands. 
These  are  assessed  where  they  are  each  situated,  in  the 
same  way  that  they  are  dealt  with  for  local  rates. 

Schedule  B  relates  to  farming  profits,  which  are 
generally  taxed  at  their  source. 

Schedule  C  applies  to  interest,  &c.,  derived  from  public 
revenue,  such  as  interest  on  Consols,  the  tax  being 
deducted  at  its  source. 

Schedule  D  relates  mainly  to  business  and  professional 
profits,  taxed  at  their  source — the  place  of  business. 

Schedule  E  refers  to  income  derived  from  employment  of 
a  public  nature,  including  that  of  the  Civil  Service.  (The 
emoluments  of  civil  servants  are  taxed  at  their  source,  the 
duty  being  deducted  by  Government  before  payment  of  the 
balance  to  each  recipient.) 

Taxation  at  its  Source  requires  a  Uniform  Rate  of  Duty, 
I  will  demonstrate  this  by  examples.    Take  Schedule  A, 
for  instance. 

The  owner  of  a  house  lets  it  at  ;^ioo  a  year.  It  is  subject 
to  ground  rent  ;^2o,  and  mortgage  initeresit  £yi  a  year. 

The  assessment  is  made  on  the  annual  value  (say)  ;f  100, 
at  IS.  per  £,  the  current  uniform  rate.  The  tax  is  payable 
at  its  source  by  the  occupier,  who  deducts  it  from  the 
owner  on  paying  his  rent.  The  owner  in  his  turn  deducts 
IS.  per  £  from  what  he  pays  the  ground  landlord  and 
mortgagee  respectively,  and  the  whole  matter  is  settled. 

Let  us  now  suppose  that  a  "graduated"  tax  is  intro- 
duced, imposing  (say)  6d.  per  ;^  on  all  incomes  between 
;^i6o  and  ;^4oo,  8d.  on  all  incomes  between  ;^4oo  and  ;^5oo, 
and  lod.  per  £  on  all  incomes  between  ;f5oo  and  ;^6oo. 
The  owner's  income  in  the  above  case  is,  we  will  suppose, 
in  the  first  category,  the  groumd  landlord's  in  the  second, 
and  the  mortgagee's  in  the  third.   It  is  manifestly  impossibl'^ 


48 


THE    ACCOUNTANT 


January  12,   1907. 


that  the  property  charged  on  /loo  at  is.  per  £  can 
be  assessed  under  such  conditions,  at  its  source,  without 
palpable  injustice  being  done ;  for  the  owner  cannot  pro- 
perly make  the  deduction  of  tax  at  a  lower  rate  than  is. 
per  £^,  if  he  has  himself  paid  it. 

The  result  would  be  that  the  owner  would  be  taxed  at 
IS.  per  £  instead  of  6d.,  the  proper  rate  in  his  case ;  the 
ground  landlord  at  is.  per  £  instead  of  8d.,  the  proper 
rate  in  his  case;  and  the  mortgagee  is.  per  £  instead  of 
lod.,  the  proper  rate  in  his  case. 

Supposing  also  that  the  mortgagee  is  subject  to  an 
annual  charge  payable  to  someone  who  is  not  liable  to 
income-tax  at  all.  The  mortgagee  must  deduct  is.  per  £ 
from  the  party  who  is  exempt  in  order  to  protect  himself. 

Here  are  four  persons  who  have  an  income  arising  out 
of  this  one  house,  and  each  one  of  them  must  make  a  claim 
for  repayment  of  the  difference  between  is.  per  £  and  the 
appropriate  rate  of  duty  on  their  incomes  derived  from 
this  one  house. 

,  If,  on  the  other  hand,  the  house  is  charged  only  6d.  per 
£^  the  rate  appropriate  to  the  owner,  he  cannot  properly 
deduct  more  than  6d.  per  £  from  the  ground  landlord  and 
the  mortgagee,  the  result  being  that  the  ground  landlord 
would  pay  2d.  per  £  less  than  he  ought,  and  the  mortgagee 
4d.  per  £  less  than  he  ought. 

The  fourth  person,  who  is  exempt,  will  pay  lod.  per  £^ 
the  highest  rate  I  have  quoted  in  my  illustration  of  pay- 
ments of  duty,  which  he  must  either  lose,  or  trouble  him- 
self and  the  Inland  Revenue  by  claiming  repayment. 

So  much  for  graduated  rates  of  duty  under  Schedule  A. 
We  will  now  turn  to  Schedule  B. 

A  farmer  is  assessed  on  land  valued  at  /'600  per  year. 
His  statutory  income  therefrom  is  one-third,  viz.,  /2oo. 

If  this  constitutes  his  sole  income  he  is  entitled  to  pay 
only  a  6d.,  but  he  may  have  other  income.  He  has 
neglected  to  make  a  return  of  his  total  income,  so  the 
assessor  does  not  know  what  graduated  rate  of  duty  he 
should  pay  in  respect  of  this  ;^2oo.  Suppose  he  obstinately 
refuses  to  make  a  statement,  being  both  stubborn  and 
illiterate.  He  may  get  fined  in  consequence.  Meanwhile 
the  work  of  assessment  is  obstructed. 

Under  Schedule  C  the  tax  cannot  be  deducted  at  its 
source,  with  varying  rates  of  duty,  according  to  the  total 
income  of  each  recipient  of  income  (unless  instructions 
are  furnished  as  to  each  case  by  the  Inland  Reveniue  autho- 
rities) without  producing  most  unsatisfactory  results,  such 
as  I  have  illustrated  under  Schedule  A. 

Under  Schedule  D  let  us  see  how  graduated  rates  would 
work. 


Suppose  a  private  firm  is  assessed  on  its  total  profits, 
say,  £^,ooQ. 

There  are  four  partners,  one  receiving  salary  but 
contributing  no  capital,  one  contributing  capital  but 
receiving  no  salary,  one  receiving  salary  and  interest  of 
capital  as  well,  and  one  receiving  a  share  of  the  residue  of 
the  profits. 

The  total  income  of  each  differs  from  all  the  rest.  Each 
is  entitled  to  pay  on  a  different  rate  of  duty,  and  the 
Revenue  also  claims  to  charge  the  interest  on  capital  at 
higher  rates  than  the  partners'  salaries  as  being  unearned 
income. 

To  assess  the  £^•,000  as  a  whole  would  result  in  much 
trouble  and  friction,  as  anyone  can  see,  and  produce  a 
plentiful  crop  of  repayment  claims  and  appeals ;  because, 
if  assessed  as  a  whole,  it  must  be  charged  at  a  rate  of  duty 
in  the  graduated  scale  which  will  cover  the  liability  of 
th-e  most  wealthy  partner,  or  loss  must  fall  on  the  Revenue. 
Clearly,  the  only  way  to  work  a  graduated  scale  of  duties 
is  to  abandon  taxation  of  income  at  its  source,  and  to  deal 
simply  and  solely  with  each  individual  taxpaj'er — that  is  to 
say,  we  must  revert  to  the  system  embodied  in  the  income-tax 
of  1799,  introduced  by  Pitt^  under  which  a  return  of  aggre- 
gate income  was  required  from  every  one  whose  income  was 
presumably  £60  a  year  and  upwards. 

An  abatement  was  at  that  time  allowed  far  children 
forming  a  part  of  the  taxpayers*  family,  as  well  as  deduc- 
tions in  respect  of  allowances  to  poor  relations  not  form- 
ing part  of  his  family. 

The  rate  was  fixed  at  2s.  in  the  ;f  for  all  incomes  of  ;f  200 
a  year  and  upwards. 

(A  clerk  earning  ;^2oo  a  year  nowadays  would  be  likely 
to  look  grave  at  a  collector's  demand  note  for  ;^2o  for 
income-tax  payable  on  January  1st.) 

Between  ;f  200  and  £60  there  was  an  elaborate  scale  of 
various  rates  of  charge,  changing  at  each  rise  of  £^  in 
income. 

Incomes  under  £60  were  totally  exempted.  Here  you 
have  a  well-meant  attempt  at  graduation  by  the  use  of 
varying  rates  ;  but  it  was  very  partial  in  its  application,  as 
the  rate  was  uniform  for  incomes  of  ;^2oo  and  upwards. 

Mark  the  result  of  this  measure.  The  inconvenience  to 
the  public,  also  to  the  officials — a  secondary  matter,  it  is 
true— was  so  great,  and  the  leakage  and  evasion  were  so 
disastrously  extensivei—a  matter  of  very  great  importance — 
that  when  the  tax  was  reimposed  in  the  year  1803  the 
requirement  of  a  general  return  of  income  from  all  sources 
was  dropped.  On  the  part  of  the  public,  the  chief  objection 
to  the  impost  of  1799  was  its  inquisitorial  character ^  so  the 
measure  satisfied  nobody. 
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In  1803,  only  returns  of  income  from  particular  sources, 
not  otherwise  taxed,  were  asked  for,  the  tax  being  divided 
into  five  schedules,  as  it  is  now,  these  schedules  being  sub- 
stantially the  same  as  we  have  them  in  the  modern  income- 
tax. 

Exemption  was  allowed,  as  in  the  former  Act,  for 
incomes  under  j^6o,  and  an  abatement  for  incomes  from 
;^6o  to  ;fi5o,  on  the  same  principle  which  is  adopted  at 
present. 

The  yield  of  revenue  was  at  once  doubled.  Abatements 
<m  account  of  children  and  poor  relatives,  which  were 
allowed  in  the  Act  of  1799,  were  restricted  to  families  of 
more  than  two  children,  such  abatements  varying  with  the 
number  of  the  children  and  the  amount  of  the  parents' 
income. 

In  1806  a  new  Income-tax  Act  was  passed,  in  which  total 
exemption  was  restricted  to  incomes  below  ;^5o,  and,  still 
further,  to  incomes  derived  from  labour,  thus  introducing 
the  principle  of  differentiation. 

The  abatement  for  families  of  more  than  two  children 
was  discontinued. 

The  Act  of  184a,  the  basis  of  the  modern  income-tax,  is, 
for  the  most  part,  a  reprint  of  the  Act  of  1806 ;  but  it  omits 
all  mention  of  special  exemption  for  small  earned  incomes, 
or  on  account  of  children  and  dependent  relatives ;  and 
there  is  no  revival  of  the  legislation  of  1799,  which 
required  from  every  taxpayer  a  general  return  of  the  whole 
of  his  income  for  direct  assessment. 

As  a  result  of  the  working  of  the  older  Acts,  no  special 
exemptions  and  abatements  for  earned  incomes  and  for 
families  with  children  were  included  in  the  Act  of  1842. 

Ought  we  to  ignore  the  experience  of  the  past,  and  go 
back  a  century  and  more  to  the  times  of  our  forefathers  by 
adopting  those  schemes  of  taxation  which  have  so 
decidedly  failed  in  practice? 

I  am  forced  to  the  conclusion  that  the  best,  the  fairest, 
and  indeed  the  only  practicable,  method  of  working  a 
graduated  income-tax  properly  is  the  present  system,  which 
admits  of  an  enlargement  and  extension  of  the  abatements, 
now  limited  to  incomes  not  exceeding  /"yoo  a  year. 

The  single  rate  of  duty  may  be  raised  or  lowered 
annually,  according  to  the  nation's  requirements,  without 
disturbing  the  machinery,  except  that  a  larger  staff  would 
be  required  to  cope  with  the  augmented  number  of  abate- 
ment claims. 

Can    a    Large   Increase    of    Trained    Officials   he    at   once 

Provided? 

It  is  obvious  that  untrained  officials  cannot  be  entrusted 
vith  the  work  of  examining  these  claims,  also  that  a  con- 


siderable period  must  elapse  before  men  can  be  sufficiently 
educated  in  the  technicalities  of  income-tax  work  to  be  of 
much  use. 

For  a  year  or  two  the  services  of  retired  officers  might  be 
utilised  to  cope  with  the  emergency. 

Some  of  them  would  doubtless  be  willing  to  be  recalled 
for  temporary  duty,  and  their  help  and  experience  would 
be  very  valuable  in  tiding  over  an  emergency. 

There  are  no  insurmountable  administrative  difficulties 
in  the  way  of  extending  and  increasing  the  abatements. 

But  h(»w  far  ought  they  to  be  extended?  It  is  possible 
to  increase  the  number  of  total  exemptions  by  raising  the 
limit  of  abatement  from  ;^i6o  to  a  higher  figure. 

By  extending  abatements  to  persons  whose  total 
incomes  exceed  ;^7oo,  the  present  limit,  and  making  up  the 
loss  of  revenue  thus  entailed  by  imposing  an  increase  in 
the  uniform  rate  of  duty,  the  Legislature  would  carry  out 
the  object  of  a  graduated  income-tax  by  shifting  the  burden 
of  taxation  from  the  shoulders  of  the  poor  to  those  classes 
who  are  better  able  to  bear  it. 

Those  whose  incomes  are  so  small  that  they  cannot 
afford  to  pay  income-tax  are  protected  by  the  limit  of 
exemption,  which  is  placed  as  high  as  ;^i6o,  and  may  be 
raised  still  higher  if  desirable. 

Those  who  possess  incomes  running  into  four  figures 
may  well  be  considered  able  to  pay  income-tax  without 
allowance  of  abatement. 

The  scale  of  abatements  applied  to  incomes  between 
^160  and  ;£7oo  might  be  raised  and  extended  so  as  to 
include  incomes  not  exceeding  ;^i,ooo. 

2"he  Income-tax  System  should  be  Simplified. 

People  are  more  willing  to  pay  income-tax  if  they  under- 
stand clearly  the  rules  and  regulations  under  which  they 
are  assessed ;  but  the  more  the  system  is  encumbered  with 
complications,  which  few  people  have  time  and  patience  to 
master,  so  long  will  there  be  evasion  and  loss  of  revenue. 

1  agree  with  the  evidence  of  a  distinguished  financial 
witness  before  the  Select  Committee  that,  speaking 
generally  from  his  experience  as  a  Commissioner  of  Taxes 
and  a  man  of  business,  the  income-tax  returns  are  honest, 
but  that  business  men  wish  to  avoid  all  questionings  by 
the  authorities. 

(As  to  this,  I  submit  that  questions  are  necessary  in  pro- 
portion as  the  regulations  are  complicated  and  liable  to  be 
misunderstood.) 

The  witness  thought  also  that  there  is  an  inclination  on 
the  part  of  the  public  to  give  the  revenue  the  benefit  of  the 
doubt  in  doubtful  cases.  He  also  believed  that  the  tax- 
payer, so  long  as  he  thought  he  was  being  treated  fairly 
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and  honestly,  would  deal  fairly  and  honestly  with  the 
authorities ;  but  that  if  he  felt  he  was  being  treated  with 
suspicion,  he  would  use  every  means  to  evade  the  tax. 

Failure  to  make  Returns, 

There  is  no  doubt,  however,  that  cases  of  evasion  have 
largely  arisen  on  the  part  of  people  making  large  incomes, 
but  failing  to  make  any  return  at  all. 

Man}'  persons  fail  to  make  returns  because  they  are 
afraid  of  committing  errors  through  misunderstanding  the 
rules  and  regulations,  and  so  laying  themselves  open  to 
penalties  and  exposure  for  making  false  returns. 

Under  any  scheme  of  graduated  rates  of  duty  returns 
must  be  made  compulsory,  or  there  can  be  no  adequate 
evidence  on  which  to  determine  the  rate  of  duty  applicable 
to  each  case. 

But  under  the  present  system  of  taxation  at  the  source 
you  can  have  only  a  single  rate  of  duty  ;  and  it  is  optional 
with  the  taxpayer  whether  he  will  make  a  return  of  his  total 
income  from  every  source  or  not.  If  he  declines  to  do  so,  he 
may  forfeit  any  abatement  he  may  really  be  entitled  to. 
That  is  all.  For  assessment  purposes  it  is  only  required 
that  he  should  return  income  not  otherwise  taxed. 

The  Income-tax  should  be  very  much  Simplified. 
If  all  the  income-tax  legislation  is  thoroughly  revised, 
simplified,   and   reformed,   it   may   become   popular   and 
prolific  to  a  large  degree,  and  a  vast  and  permanent  source 
of  strength  to  tihe  national  exchequer. 

At  present,  however,  it  is  so  complex  and  obscure  in 
many  respects  as  to  cause  grave  difficulties  even  to  Judges 
of  the  High  Court. 

Many  years  ago  an  income-tax  case  was  taken  to  the 
Court  of  Exchequer  on  appeal  against  a  decision  of  the 
Commissioners  of  Taxes  in  favour  of  a  company. 

The  Court  upheld  the  Com^missioners.  The  Inland 
Reveniue  authorities  then  appealed  to  the  House  of  Lords, 
the  whole  proceedings  lasting  over  two  years.  In  the  end 
the  Lord  Chancellor  and  his  colleagues  decided  against  the 
firm,  thus  reversing  the  decision  of  the  Court  of  Exchequer. 

In  another  case  a  learned  Judge  said,  while  delivering  his 
judgment :  — 

"Like  all  other  income-tax  cases  this  has  been  a  very 
"  complicated  one.  You  have  to  go  about  from  one  Act  of 
"  Parliament  to  another,  and  after  you  have  passed  over  an 
"  old  Act  of  Parliament  you  have  to  come  to  a  modern  one, 
"  and  then  you  have  to  go  back  to  the  old  Act  of  Parliament 
"to  find  some  of  the  sections  of  the  old  Act  which  have 
"  been  incorporated  with  the  new  Act,  and  the  result  is  that 
"we  have  to  go  back  from  page  to  page,  and  then  go  on 
**  to  certain  other  pages,  and  then  come  back  again ;   so 


"that  it  has  been  almost  impossible  to  follow  the  case 
"without  a  great  deal  of  difficulty." 

Another  Judge,  engaged  in  the  same  case,  made  this 
observation  :  — 

"This  is  a  case  of  very  great  difficulty  and  complexity. 
"  It  is  impossible  to  deny  that ;  and  that  is  what  I  generally 
"find  when  any  question  arises  under  the  Income-tax  Acts. 
"It  taxes  all  one's  ingenuity  and  all  one's  powers  of  under- 
"  standing  to  see  what  the  I^egislature  have  really  meant." 

Is  it  then  to  be  wondered  at  that  some  nervously  disposed 
taxpayers  are  afraid  to  make  returns  for  fear  of  being 
involved  in  proceedings  for  penalties  in  consequence? 

The  Chairman  of  the  Board  of  Inland  Revenue,  in  his 
evidence  before  the  Select  Committee,  pointed  out  thai 
under  the  graduated  system  proposed  special  machinery 
would  have  to  be  devised  ;  that  the  Commissioners  should 
Iiave  special  and  drastic  powers ;  that  there  should  be 
strong  penalties  for  failure  to  make  a  full  and  true  return  ; 
and  that  when  the  Surveyor  came  to  a  conclusion  the 
matter  would  go  before  a  special  board,  who  would  make 
the  assessment ;  but,  of  course,  there  would  be  power  of 
appeal. 

Probably  he  is  right  in  pointing  out  this,  as  a  necessary 
consequence  of  introducing  a  graduated  scale  of  duties 
applicable  to  varying  classes  or  amounts  of  income ;  but 
it  would  increase  the  existing  difficulties  and  complications 
surroundiag  the  administration  of  the  income-tax  ;  whereas 
the  interest  of  the  public  requires  that  they  should  be 
simplified,  modified^  or  abolished. 

Is  Income-tax  Really  Popular? 

1  observe  that  one  influential  witness  stated  to  the  Select 
Committee  that  income-tax  is  the  most  popular  tax.  I 
have  often  heard  something  similar  from  taxpayers,  but 
have  generally  found  such  popularity  to  be  only  skin  deep, 
where  their  own  individual  liability  is  under  crucial 
consideration. 

How  long  would  the  popularity  last,  such  as  it  is,  if  the 
Surveyor  of  Taxes  ^ere  invested,  as  was  proposed  to  the 
Committee,  with  direct  power  to  compel  people  to  produce 
all  their  books  of  account  to  him  for  examination? 

Taxation  of  Income  at  its  Source  should  be  Retained. 
I  have  endeavoured  in  this  lecture  to  show  that  there  is 
no  need  to  alter  the  fundamental  principle  on  which  the 
present  income-tax  system  is  based — namely,  that  income 
shall  be  taxed  at  its  source — as  all  the  advantages  of 
graduation  can  be  obtained  by  varying  and  extending  the 
present  scale  of  abatements,  using  a  uniform  rate  of  duty 
throughout. 

I  have  also  shown  that  the  proposed  graduation  by 
means  of  differing  rates  per  £  is  not  compatible  with  taxa- 
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tion  of  income  at  its  source,  which  prevents  enormous 
leakage  of  revenue. 

There  is  no  other  alternative.  We  must  either  abandon 
taxation  of  income  at  its  souice,  or  give  up  the  idea  of 
applying  different  rates  of  duty  to  different  incomes  as  a 
means  of  graduation. 

Remarks  on    the    Select    Committee^ s    Proposals   regarding 
*"  Diferentiation:* 
The     Select    Committee    propose    to    give     effect     to 
•*  Differentiation  " — 

1st,  By  charging  a  lower  rate  on  earned  income  than  on 
unearned  income. 

and.  By  charging  earned  and  unearned  income  alike  at 
the  higher  orate,  where  the  total  income  is  ;f3,ooo  a  year 
and  upwaxds. 

3rd,  By  imposing  a  super-tax  upon  incomes  of  ;f  S,ooo  a 
year  and  upwards. 

The  effects  of  the  two  first  proposals  may  be  illustrated 
thus:  — 

A  person  carxying  on  business  is  assessed  on  return 
^£'2,990,  and  pays  income-tax  at  8d.  thereon  as  earned 
income. 

Another  person  carrying  on  business  is  assessed  on 
;f3,oio,  and  has  to  pay  income-tax  at  is.  per  £, 

The  assessments  of  these  two  persons  are  practically 
equal,  yet  one  of  them  has  to  pay  half  as  much  again  as 
the  other,  and  with  the  knowledge  that  he  is  a  victim  of 
the  inconsistent  abandonment,  in  his  case,  of  the  principle 
of  differentiation  between  earned  and  unearned  incomes. 

Furthermore,  in  the  first  case  the  profits,  let  us  suppose, 
are  very  small,  the  assessment  consisting  almost  entirely 
of  interest  on  borrowed  capital  (unearned  income).  Yet 
duty  has  to  be  paid  only  at  the  lower  rate. 

In  the  second  case  the  capital  is  small  and  the  assess- 
ment mainly  comprises  earned  income,  which  is  charged  at 
the  higtier  rate. 

Here  are  illustrations  of  earned  inco;qie  being  charged 
at  the  higher  rate  and  unearned  income  at  the  lower  rate — 
exactly  reversing  the  application  of  the  Committee^s 
design,  winch  is  to  relieve  earned  incomes  to  some  extent. 

Again,  if  a  person  is  assessed  at  the  lower  rate,  and 
deducts  income-tax  at  the  hd^er  rate  when  paying  interest 
on  borrowed  capital  (unearned  income),  he  can  pocket  the 
difference.  If,  however,  he  deducts  income-tax  only  at 
the  lower  rate,  the  interest  on  capital  is  charged  only  as 
if  it  were  earned  income.    In  both  cases  the  Revenue  loses. 

Take  another  illustration.  A  business  is  chargeable  at, 
say,  jf4»ooo.  There  are  several  partners,  the  total  income 
of  each  partner  varying  thus.     One  has  £yx>  from  all 


sources,  another  ;^9oo,  and  a  third  ;t3,ioo.  The  assess- 
ment is  made  on  ;^4,ooo  at  the  normal  or  higher  rate.  You 
can  see  what  complications  would  be  caused  if  the  prin- 
ciple of  taxation  of  income  at  its  source  were  carried  out, 
as  it  ought  to  be. 

I  give  a  final  example.  A  medical  man  raises  a  loan  to 
purchase  and  start  a  business.  He  is  assessed  at  (say) 
;^9oo  at  the  lower  rate,  but  he  pays  interest  on  capital.  He 
deducts  income-tax  ait  the  lower  rate.  Consequently  the 
recipient  of  the  interest  pays  at  the  lower  rate  instead  of 
the  higher.  The  Revenue  consequently  loses  the 
difference. 

The  third  proposal  is  to  levy  a  super-tax  by  means  of  a 
general  declaration  from  any  person  whose  income  is 
deemed  to  exceed  ;^5,ooo. 

It  seems  unfair  to  the  poorer  orders  of  income-tax- 
payers that  persons  wthose  incomes  exceed  ;^5,ooo  should 
have  their  liability  to  super-tax  determined  on  a  general 
declaration,  while  all  others  are  compelled  to  give 
accurate  and  detailed  statements',  under  pains  and  penalties 
for  neglect  or  omission,  when  claiming  exemption  or 
abatement. 

We  may  reasonably  expect  that  persons  who  want  to 
obtain  reductions  or  abatement  of  income-tax  will  put 
themselves  to  some  trouble  to  make  the  necessary  returns 
in  order  to  attain  their  object ;  but  is  it  likely  that  persons 
whose  incomes  are  over  ;^5,cxx)  will  go  out  of  their  way  to 
proclaim  their  liability  to  a  super-tax  by  voluntarily 
informing  the  Revenue  authorities  of  the  fact? 

The  idea  of  increasing  taxation  on  unearned  incomes 
may  be  fair,  but  it  must  be  carried  out  by  some  other 
medium  than  income-tax,  if  the  principle  of  taxation  of 
income  at  its  source  is  to  be  retained. 

It  will  now  afford  me  great  pleasure  to  reply,  as  well  as 
I  can,  to  any  questions  which  you  may  desire  to  put  to  me 
on  the  subject. 


XTbe  Constitution  of  tbe  XanFs  of 
£ndlanb. 


Banking  reform,  it  is  generally  understood,  is  under  the 
consideration  of  the  Chancellor  of  the  Exchequer.  Whether 
he  will  be  able  to  take  it  in  hand  next  session  will  depend, 
firstly,  upon  whether  he  has  made  up  his  mind  as  to  the 
extent  of  the  changes  required ;  and,  secondly,  upon  whether 
the  Cabinet  ranks  banking  reform  amongst  the  most  urgent 
questions  it  has  to  deal  with.  But  that  banking  reform  will 
be  undertaken  either  next  session  or  the  session  following 
is  expected  by  the  whole  country.    That  it   ought  to  be 
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thorough  when  essayed  is  plain  to  everybody  who  thinks. 
It  is  now  over  60  years  since  Sir  Robert  Peel's  legislation. 
In  the  interval  the  whole  face  of  the  world  has  been  altered 
by  an  economic  revolution  greater  than  ever  has  been  wit- 
nessed in  the  same  space  of  time ;  but  with  regard  to  bank- 
ing there  has  been  no  revision  of  the  law.  Small  points,  it 
is  true,  have  been  dealt  with,  but  there  has  been  no  reform. 
It  is  probable,  then,  that  whatever  is  done  by  the  present 
Government  will  remain  the  law  for  a  considerable  time  to 
come,  and  it  is  much  to  be  desired,  therefore,  that  the 
reforms  should  be  not  only  well  considered  and  in  the  right 
direction,  but  that  they  should  also  be  thorough  and  calcu- 
lated to  stand  for  a  considerable  time.  The  most  pressing  of 
all  banking  questions,  no  doubt,  is  that  of  the  reserves  to  be 
kept.  But  it  will  be  disappointing  if  the  Chancellor  of  the 
Exchequer  stops  short  at  merely  requiring  the  banks  to  keep 
reserves.  It  ought  to  be  settled  who  is  to  have  the  custody 
of  the  reserves  and  on  what  conditions.  For  example,  it 
would  be  costly,  and  therefore  wasteful,  if  every  bank 
throughout  the  United  Kingdom  were  to  be  required  to  keep 
a  separate  reserve  in  gold.  The  banks  have  no  vaults  in 
which  to  keep  the  metal,  and  at  present  they  have  not  the 
staff  to  guard  it.  In  what  manner,  then,  are  the  reserves  to 
be  held  ?  Manifestly  the  cheapest  way,  as  well  as  the  way 
that  would  make  the  least  change  in  the  system  to  which  the 
country  has  grown  accustomed,  would  be  for  the  Bank  of 
England  to  undertake  the  custody  of  all  the  reserves.  But 
if  the  Bank  of  England  is  to  be  the  custodian  of  all  the 
reserves  of  the  United  Kingdom,  or  at  all  events  of  all  the 
reserves  of  England  and  Wales,  the  constitution  of  the  Bank 
of  England  ought  to  be  brought  into  harmony  with  modern 
conditions.  The  Bank  of  England  was  founded  more  than 
two  centuries  ago.  The  constitution  originally  given  to  it 
was  excellent,  as  is  proved  by  the  fact  that  the  administra- 
tion has  been  so  good  throughout  so  long  a  period.  But  the 
whole  conditions  of  life  have  changed  during  those  two  cen- 
turies, and  now  the  constitution  of  the  Bank  of  England  is 
not  merely  antiquated,  it  is  entirely  out  of  date.  More 
particularly,  the  Bank  ought  to  have  one  permanent  head. 
In  saying  this  we  are  not  to  be  understood  to  hint  dissatis- 
faction with  the  management  of  the  present  Governor.  On 
the  contrary,  he  has  done  exceedingly  well  in  trying  times, 
especially  considering  that  he  is  not  a  trained  banker — that 
until  four  years  ago,  in  fact,  he  had  practically  no  acquaint- 
ance with  international  banking.  But  we  are  now  looking 
forward  to  the  future,  not  looking  back  to  the  past,  and  we 
think  everybody  will  agree  with  us  in  saying  that  it  is 
entirely  wrong  that  the  Bank  of  England  should  have  no 
permanent  chief.  A  Director  of  the  Bank  of  England  prac- 
tically takes  no  part  in  the  business  of  the  Bank  until  he 
becomes  Deputy-Governor.  In  that  position  he  has  a  certain 
amount  of  training  for  two  years.  Then  he  becomes 
^vernor,  and  is  virtually  absolute  for  two  years  more.    At 


the  end  of  the  two  years,  when  he  is  beginning  to  feel  him- 
self competent  for  the  place  he  fills,  be  goes  out  of  office,  and 
a  new  man  comes  in,  to  learn  at  the  expense  of  the  whole 
trade  of  the  country. 

To  make  matters  still  worse,  there  is  no  permanent 
manager.  There  are  two  heads  of  great  departments,  very 
competent  men,  but  neither  is  chief,  and  neither,  therefore, 
has  either  the  responsibility  or  the  power  which  a  manager 
should  have.  We  take  it  for  granted  that  if  nothing  is  done 
in  the  meantime  the  Chancellor  of  the  Exchequer  will  put 
an  end  to  this  exceedingly  unsatisfactory  state  of  things.  It 
is  for  the  Directors  of  the  Bank  of  England  to  consider 
whether  they  will  leave  it  to  the  Chancellor  of  the  Exchequer 
to  settle  what  is  to  be  the  future  constitution  of  the  Bank, 
or  whether  they  will  themselves  take  the  initiative  and  make 
a  change  which,  in  the  eyes  of  the  Government,  will  pro- 
bably seem  deserving  of  a  full  trial.  We  would,  then,  ask, 
are  the  Directors  prepared  to  appoint  a  permanent  Governor  ? 
In  putting  the  question  we  know  we  are  asking  very  much 
from  the  Directors.  In  fact,  we  are  asking  each  one  of  them 
to  renounce  his  right  to  reach  the  Governor's  chair  and  to 
put  one  of  themselves  in  a  position  in  which  he  will  be,  to 
all  intents  and  purposes,  the  autocrat  of  the  Bank  for  the 
remainderof  his  active  life.  It  is,  as  we  say,  asking  much.  But 
we  venture  to  think  that  it  is  not  too  much  from  men  who 
are  so  deeply  and  honestly  interested  in  the  good  manage- 
ment, the  prosperity,  and  the  credit  of  the  institution  with 
which  they  are  so  intimately  identified.  It  is  not  necessary, 
of  course,  that  they  should  elect  one  of  their  number  for  life. 
It  would  be  enough  if  they  were  to  decide  that  he  would 
remain  Governor  during  good  behaviour.  In  other  words 
they  would  retain  the  power  to  remove  him  if,  in  their 
opinion,  he  proved  himself  unfit  for  the  position.  But  if  he 
were  a  success  he  would  remain  in  office  for  life,  or  at  all 
events  until  he  attained  the  age  when  it  would  be  desirable 
that  he  should  seek  repose.  If  the  Directors  were  to  make 
this  change,  it  would  be  necessary  for  them,  of  course,  to 
give  the  new  permanent  Governor  a  large  salary.  As 
matters  stand  at  present,  a  Director  during  the  four  years 
that  he  fills  the  offices  of  Deputy-Governor  and  Governor 
can  give  practically  no  attention  to  his  own  affairs.  It  is  a 
long  time  to  virtually  delegate  the  management  of  his  own 
business  to  others,  and  it  is  hardly  to  be  expected  that  any 
man  would  give  up  the  whole  of  his  time  for  an  indefinite 
period,  in  all  reasonable  probability  for  the  remainder  of 
his  life,  for  the  remuneration  now  received  by  the  Governor. 
No  doubt  the  position  of  a  permanent  Governor  is  an  enviable 
one.  He  would  be,  beyond  all  question,  the  first  man  in  the 
City.  He  would  exercise  almost  unbounded  influence. 
And,  therefore,  wealthy  men  might  well  be  willing  to  take 
the  post.  But  it  may  be  that  the  man  most  fitted  for  the 
post  is  not  a  wealthy  man,  or  that,  if  comparatively  wealthy. 
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he  has  great  interests  which  sorely  need  his  own  personal 
attention.  Therefore,  to  make  sure  of  always  getting  the 
fittest  man  for  the  position,  it  would  be  necessary  to  attach 
to  it  a  large  salary. 

Supposing  the  Directors,  rather  than  leave  to  Parliament 

the  reform  of  their  institution,  w^re  to   decide  upon  the 

measure  we  have  suggested,  and  to   attach  to  the  post  a 

sufficiently  large  salary,  there  would  be  certain  very  marked 

advantages  in    the    proceeding.    In    the    first   place,    the 

Directors  would  have  a  better  opportunity  than  anybody 

else  to  know  the  real  character  of  one  another,  and  therefore 

ought  to  be  able  to  select  the  fittest  man.    In  the  second 

place,  the  position  of  Governor  would  be  removed  altogether 

from  politics.    In  the  third  place,  it   would  be  possible,  if 

the  Directors  made  a  mistake,  to  remedy  it  without  serious 

trouble.    And,  in  the  last  place,  outside  influences  would 

not  intrude  themselves  into  the  management  of  the  Bank. 

On  the  other  hand,  it  may  be  objected  that  the  Bank  of 

England,  though  it  is  nominally  a  private  trading  concern, 

is   in  reality  a  State  institution ;    and  that,  therefore,  the 

State  ought  to  have  in  practice,  as  well  as  in  theory,  a  direct 

voice  in  the  management  of  the  Bank.     The  experience  both 

of  the  Bank  of  France  and  of  the  Imperial  Bank  of  Germany 

proves  that  Governments  can  be  trusted  to  select  really 

competent  Governors,  and  that  the  Governors  so  appointed 

can  be  trusted  to  manage  the  institutions  committed  to  their 

care  in  a  most  admirable  manner.    Further,  it  may  be  said 

that  while  the  Directors  of  the  Bank  of  England  would  from 

the  nature  of  the  case  be  limited  to  their  own  members  in 

choosing  a  Governor,  the  Government  would   be  able  to 

make  the  selection  from  the  whole  community,  and  that  the 

Government  could  retain  to  itself  the  power  to  remove  a 

Governor  if  he  were  to  prove  unfit.    There  is  very  great 

force  in  the  argument.    Nevertheless,  it  is  obvious  that  in 

oar  party  system  party  would  try,  at  all  events,  to  inifluence 

the   appointment.     As  already   pointed  out,  a   permanent 

Gdvemor  of  the  Bank  of  England  would  occupy  a  position 

which  would    be  attractive   to  almost   any  man,  however 

wealthy  and  however  able  he  might  be,  and  consequently 

it  mi^ht  come  to  be  regarded  as  one  of  the  rewards  for  an 

active  party  man  who  had    made  many  sacrifices  for  his 

party.     Unquestionably,  ambitious  people  would  all  desire 

to  get  the  post,  and  every  kind  of  influence  would  be  used 

to  secure  it.  Against  this  it  is  to  be  borne  in  mind  that  the 

City  would  be  so  deeply  interested  in  the  good  management 

of  the  Bank  of  England  that  the  whole  influence  of  the  City 

would  be  used  to  .prevent  mere  party  appointments.     It  is 

scarcely  credible  that  any  Government,  whatever  name  it 

bore  and  whatever  its  supporters  might  be,  would  set  City 

opinion  at  defiance.    On  the  contrary,  it  is  reasonable  to 

anticipate  that  the  City  would  be  consulted  in  making  the 

appointmeot.    Certainly  in  democratic  France  there  is  no 

aboae  of   its  power  in  this  respect  by  the  Government. 


However,  it  is  for  the  Directors  of  the  Bank  of  England  at 
the  present  moment  to  consider  whether  they  will  risk  all 
the  dangers  just  pointed  out,  and  others  that  might  be 
referred  to,  or  whether  they  will  themselves  make  a  reform 
which  will  be  so  deserving  that  the  Cabinet  may  reasonably 
be  trusted  to  give  it  ample  time  for  trial. 

{The  Statist.) 


personaU 


Mr.  John  Hamp,  Chartered  Accountant,  has  commenced 
to  practise  at  9  &  lo  Pancras  Lane.  Queen  Street,  E.C., 
under  the  style  of  John  Hamp  &  Co. 

Mr.  Walter  A.  Pearce,  A.C.A.,  has  removed  from  65 
London  Wall,  E.C..  to  16  Finsbury  Circus,  E.C. 

Messrs.  T.  &  G.  Rorie,  Chartered  Accountants,  Dundee, 
and  Mr.  C.  S.  Collier,  Chartered  Accountant,  announce 
that  they  have  commenced  practice  at  i  Cornhill,  E.C, 
under  the  firm  name  of  Rorie  &  Collier,  Chartered 
Accountants.  Mr.  Collier  has  been  until  lately  with 
Messrs.  C.  F.  Kemp,  Sons  &  Co.,  London. 

Messrs.  C.  J.  Sinclair  &  Co.,  Incorporated  Accountants, 
have  removed  to  Bevois  House,  28  Basinghall  Street,  E.C. 

Mr.  E.  W.  Walker,  F.C.A.,  of  25  Cross  Street,  Man- 
chester, announces  that  he  has  taken  into  partnership  his 
son,  Mr.  Edward  Hobson  Walker,  who  was  articled  to 
him  and  admitted  to  the  Institute  of  Chartered  Accountants 
in  July  1905.  They  will  continue  to  practise  at  the  above 
address  under  the  style  of  E.  W.  Walker  &  Son. 

Mr.  Ernest  B.  Winn  has  retired  from  the  firm  of 
Carter  &  Co.,  Chartered  Accountants,  Waterloo  Street, 
Birmingham,  and  has  resumed  practice  on  his  own 
account,  under  the  style  of  Ernest  B.  Winn  &  Co.,  at 
40  Bennett's  Hill,  Birmingham. 


tRet>tew6. 


Modern  Commercial  Arithmetic. 


By  Geo.  H.  Douglas,  M.A. 


Part  I.   London,  1906 :  Macmillan  &  Co.,  Lim.   Price  is.  6d. 
It  is  hardly  to  be  supposed  that  any  of  our  readers  can  have 
much  use  for  a  work  of  this  description,  which  is  of  a  pu- 
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elementary  character,  but  it  may  be  of  interest  to  some  as 
showing  how  arithmetic  is  being  taught  at  the  present 
time. 


Spanish  Commercial  Practice. 


By  J.  Graham  and  G.  A.  S.  Oliver. 


Part  II.     London,  1906 :  Macmillan  &  Co..  Lim. 
Price  4s.  6d. 

This  handbook  deals  with  the  practice  connected  with  the 
export  and  import  trade  to  and  from  Spain,  Spanish  colonies, 
and  the  countries  where  Spanish  is  the  recognised  language 
of  commerce.  It  contains  a  number  of  representative  forms 
and  letters  which  appear  to  cover  the  ground  as  fully  as  it 
can  well  be  covered  in  the  form  of  a  handbook.  To  those 
who  are  in  a  position  to  supplement  the  information  it 
contains  by  practical  experience  it  will  doubtless  prove  of 
value,  but  like  most  works  of  its  kind  it  can  hardly  be 
expected  to  turn  the  theoretical  student  into  a  practical 
business  man. 


The  Accounts  of  Executors  and  Trustees. 


By  Pretor  W.  Chandler,  Solicitor. 


In  Two  Volumes.      London,   1906:   Butterworth    &  Co., 
II  &  Z2  Bell  Yard,  Temple,  E.C. 

In  his  preface  the  author  informs  us  that  this  book  has 
been  written  at  the  suggestion  of  the  Council  of  the  Law 
Society,  and  the  reasonable  deduction  would  appear  to  be 
that  having  been  published  with  that  cachet,  it  has  the 
Councirs  approval.  It  is  a  work  displaying  much  careful 
thought  in  its  preparation,  and  its  general  scheme  of 
arrangement  is  to  be  commended,  but,  as  a  serious  attempt 
to  instruct  solicitors  and  others  as  to  how  the  accounts  of 
executors  and  trustees  ought  to  be  kept,  we  can  only 
regard  it  with  disapproval.  It  suggests  to  us  that  solicitors, 
including  those  who  write  for  the  instruction  of  others, 
have  very  much  to  learn  upon  the  subject  of  keeping 
accounts  before  they  should  undertake  for  payment  the 
keeping  of  the  accounts  of  clients.  No  useful  purpose 
would,  we  think,  be  served  by  going  into  the  matter  in 
detail.  The  system  adopted  is,  we  think,  bad,  and  represents 
that  which  should  be  avoided  more  than  that  which  should 
followed. 


failures  an^  Stlls  of  Sale  in  Englan^ 
an^  Males* 


According  to  Kemp's  Mercantile  Ga»etie,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  Jan.  4th,  was  104,  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  London  Ga§ette^ 
57 ;  Deeds  of  Arrangement  registered,  47.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were : 
Bankruptcies,  83 ;  Deeds  of  Arrangement,  45— total,  128  ; 
being  a  decrease  of  24. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
Jan.  4th,  was  74.  The  number  in  the  corresponding  week 
of  last  year  was  102,  showing  a  decrease  of  28. 


Debentures. 

The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week  ending 
Friday,  Jan.  4th,  amounted  to  /977,o34,  by  way  of 
addition  to  /i, 008,667,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  /i, 015, 392,   showing  a  decrease  of 


Moore's  Club. — Under  the  presidency  of  Mr.  Alfred 
Aylett  Moore,  the  inaugural  concert  in  connection  with  this 
club  took  place  recently  at  the  London  Tavern,  Fenchurch 
Street,  E.C.  The  Chairman  was  supported  by  Mr.  Edwin  J. 
Venner  and  Mr.  Harold  M.  Moore.  In  proposing  the  toast 
of  *'The  Firm,"  Mr.  Russell  C.  Spurr  said  the  club  had 
recently  been  formed  by  the  staff  of  Messrs.  Edward 
Moore  &  Sons,  Chartered  Accountants,  for  the  mutual 
enjoyment  and  benefit  of  members,  as  offered  by  social  inter- 
course at  occasional  musical  evenings,  and  to  encourage 
physical  culture — swimming,  cricket,  cycling,  gymnastics, 
and  other  sports.  In  response,  the  Chairman  said  the 
proposer  of  the  toast  had  suggested  there  was  to  be  no  speech- 
making,  but  he  felt  it  incumbent  upon  himself  to  make 
a  response  to  the  toast  of  his  health.  On  behalf  of  the  firm, 
although  one  of  them  (Mr.  Edward  C.  Moore)  was  half- seas 
over,  being  on  board  the  ''Caronia,"  he  felt  that  the  firm 
lived  up  to  its  telegraphic  address,  which  was  "  Balance, 
London."  Mr.  Moore  thanked  the  many  artistes  who  had 
appeared  and  thus  helped  to  successfully  launch  **  Moore's 
Club."  Several  business  houses  had  similar  clubs,  and  he 
hoped  that  the  firm's  large  staff  would  unite  and  help  to 
make  the  club  an  unqualified  success.  Among  those  who 
contributed  to  the  entertainment  were  Misses  Winnie  Bruce, 
Kittie  Malone,  Jenny  Reeve,  Edith  Tufnail,  Maud  Perry ; 
Messrs.  James  Payne,  Charles  Conway,  Pino  Conti,  Victor 
Courtney,  Edgar  Coyle,  Walter  FuUerton,  Laurence 
Harewood,  Hartnell  Lacey,  Walter  Peach,  Fred  G.  Read, 
George  Roberts,  Walter  Taylor,  and  Little  Thomas  (late  of 
Mohawk  Minstrels).  The  membership  of  the  club  is  not 
entirely  confined  to  present  members  of  the  staff,  and  Mr. 
Arthur  Tyrrell,  at  3  Crosby  Square,  E.C,  will  be  pleased 
to  hear  fix>m  any  past  employees. 
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statistics  of  Failures  in  tlie  United  Kingdom  during  tlie  year  1906. 


By  Richard  Seyd,  F.S.S. 


The  number  of  Failures  during  the  year  1906  was  9,616  (4,990  Bankruptcies  and  4,526  Deeds  of 
Arrangement,  inoluding  Scotch  Trust  Deeds),  of  which  869  (414  Bankruptcies  and  455  Deeds  of  Arrangement)  are  in 
the  financial,  wholesale,  and  manufacturing  branches  of  trade,  623  (623  Bankruptcies  and  100  Deeds  of 
Arrangement)  among  the  professional  classes,  &c.,  and  8,023  (4,053  Bankruptcies  and  3,970  Deeds  of  Arrangement) 
in  the  retail  trades  and  working  classes 

The  Failures  in  the  Wholesale  Trades  were  distributed  as  follows 

In  London 

„  Lancashire  and  Cotton  District 
„  Yorkshire  and  Woollen  District 
„  Birmingham  and  District  (including  Sheffield). . 
„  Newcastle,  Hull,  Middlesbrough,  and  North  East  Goist 
„  Bristol,  West  of  England  and  South  Wales 
„  Leicester,  Nottingham,  and  Midlands 
„  Best  of  Provinoes 
„  Scotland 
,,  Ireland 


1904. 

1905. 

1906. 

224 

279 

295 

169 

132 

149 

99 

93 

92 

118 

101 

75 

29 

39 

43 

37 

43 

24 

80 

96 

59 

34 

30 

33 

80 

90 

85 

13 

13 

14 

883 


916 


869 


The  number  of  Failures  in  each  month  during  the  year  1906  was  as  follows :— 


Jan.    Feb.  March  April    May   June    July    Auj?.    Sept.    Oct.    Nov.    Dec. 


Wholesale 

.. 

, , 

72 

78 

69        ( 

35        84 

71 

58 

73 

63 

68 

105 

68 

Professional 

, , 

60 

49 

5S        49        60 

54 

49 

49 

41 

33 

64 

56 

Retail      .. 

•• 

688 

696 

800      623      781 

653 

651       , 

599 

677 

722 

709 

525 

Of  which  Deeds  of  Arrangement 

are 

— 

Wholesale 

,. 

26 

41 

42        29        46 

37 

30 

32 

46 

33 

48 

41 

Professional 

, , 

11 

2 

7        16          9 

10 

12 

3 

7 

6 

10 

7 

BeUU      .. 

•• 

309 

322 

391      340      392 

332 

311      302 

310 

364 

338 

259 

Distributed  as  follows  :— 

Jan. 

Feb. 

March  April    May 

June 

July 

Aufit 

Sept 

.     Oct. 

Nov 

Deo. 

Wholesale 

61 

61 

58        62        72 

68 

55 

62 

67 

61 

97 

66 

Enolaiyd      Professional 

60 

39 

60        38        62 

60 

41 

42 

33 

28 

57 

49 

Retail  .. 

608 

602 

699      523      674 

558 

680 

622 

517 

634 

630 

458 

Wholesale 

11 

10 

8        12        11 

2 

3 

11 

2 

6 

7 

2 

SCOTIASD 

Professional 

5 

9 

9          9          5 

4 

6 

3 

7 

3 

6 

3 

Retail  .. 

67 

68 

74        71        86 

71 

55 

60 

42 

73 

65 

53 

Wholesale 

— 

2 

3          1          1 

1 

— 

— 

4 

1 

1 

— 

Ibeland     • 

Professional 

5 

1 

—          2          3 

— 

2 

4 

1 

2 

1 

4 

RetaU  .. 

13 

25 

27        29        22 

24 

16 

17 

18 

15 

14 

14 

The  yariouB  branches  of  Commerce  show  the  following  proportions  of  Failures  :— 

1904. 

1905. 

1906. 

1904. 

1906 

1906 

B      D     Tl. 

B 

D     Tl. 

B 

D    Tl. 

B 

D 

Tl. 

B       D 

Tl. 

B      D 

Tl. 

AcMite.  oommif..  Ao...    82     19      61 

80 

18      48 

3ft 

21      65 

Cotton     and 

1     Colonial 

Baakets,     banks     and 

brokers 

1 

4 

6 

8        2 

5 

1       2 

S 

f ofeicn  baoken       . .      1      —       1 

— 

—     — 

1 

—       1 

Cotton    spinners 

and 

Boon  and  ahoes          ..    S3     40     63 

85 

86      71 

16 

34      60 

manufacturerd 

..      3 

17 

20 

-        8 

8 

6       2 

8 

Br«««ra 3       2       6 

2 

2       4 

4 

1        6 

Carriers,   tanners, 

and 

2 

—       2 

1 

1       2 

leather  merchants  . .     11 

18 

24 

16      10 

26 

10      13 

2{ 

Clean  and  tobacoo     ..718 

3 

5        8 

3 

6       9 

Discount  &  bill  brokers    — 

— 

— 

--      — 

— 

—      — 

— 

Coato        19       6     24 

18 

10      23 

14 

8      22 

Wholesale  chemists  and 

2 

1        3 

6 

4     10 

draggists 

..      7 

3 

10 

4        6 

9 

8        8 

11 

Com    marebanta    and 

Drysalters, 

oils, 

and 

mUleim.. 

..     7      6     IS 

10 

10      20 

8 

19      27 

colours  . . 

9 

11 

20 

7       4 

11 

8      11 

19 
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1901.  1906. 

B  D  TI.        B  D  Tl. 
Dyers,    bleaohen,  uid 

flnishera         ..        ..      6  15  21  5  6  10 

Eleotroplaters   ..        ..      2  10  12  4  8  7 
Engineers,       foanders, 
iron,       and      motal, 

merohonts                ..    98  60  158  86  70  156 
Financial  agents        ..15  1  16  22  1  28 
Glass,    lead,     earthen- 
ware       8  9  17  4  8  7 

Ganpowder                 ,.    _  —  —  __  _  _ 

Hats  and  caps . .         ..869  7  4  11 

Hops        —  1  1  1  1  2 

Jewellers 4  11  15  12  21 

Manufacturers  &  mer- 
chants   of    woollens. 

Bilk,  Ac 24  50  74  80  40  70 

Merchants         ..        ..    85  87  72  60  81  81 

Oil-doth 2  8  5  —  2  2 

Provisions                   ..    27  20  47  86  81  67 

Rope,  sails,  Ac.           ..      7  7  14  —  4  4 

Ship-brokers  ft  owners     7  8  10  16  8  19 

Shipbuilders      ..        ..    —  2  2  1  1  2 

Stationers,  paper,  Ac,     16  7  11  9  20 

Sugar  refiners    ..        ..    —  —  —  _  _  _ 

Tea,  coffee,  A  groceries     4  6  10  5  10  15 

Timber IS  18  28  11  15  26 

Warehousemen        and 
importers  of   foreign 

goods 80  47  77  56  46  102 

Wine        18  12  25  7  19  26 

Woollen     and     cotton 

waste  ..  —  5  6  1  8  4 
Woolstaplers  and  mer- 

chanU                       ..5  7  12  8  5  8 

Total     ..        ..  426  467  883  492  424  916 

In  Professional  Parsuits,  &o.,  there  were  :— 

AocountanU                ..17  2  19  24  2  26 

Actors,  artists,  Ac.  ..11  4  15  16  4  20 
Auctioneers,        house 

agents,  surveyors    ..    78  28  96  86  24  110 

Clerks  in  holy  orders . .  13  8  16  10  1  11 
Engineers  and  officers 

in    Army   and    Navy 

and  retired  . .  . .  27  2  29  25  4  29 
Newspaper  proprietors 

and  Journalista        ..    12  2  14  12  1  18 

Professors  of  music    ..112  112 

Schoolmasters  ..        ..    81  11  42  87  14  51 

Solicitors                      ..    46  10  56  81  9  40 

Stockbrokers  ft  Jobbers  19  8  22  18  4  22 
Surgeons,     physicians, 

dentists                    ..    28  10  88  47  12  59 

Private  per Jons. .        ..  270  57  827  268  46  888 

548  128  676  ~696  ~m  ~716 

In  Retail  Trades,  &o.,  there  were :— 

Aerated  waters,  ftc.  . .    18  24  42  28  28  51 

Bakers 126  14^  274  140  118  258 

Blacksmiths  ..  61  84  95  50  45  95 
Boatbuilders,         mast 

makers                     ..1  7  8  8  8  16 

Brewers  (common)     ..    11  10  21  6  8  14 

Brick  makers     ..        ..11  6  17  4  2  6 

Brush  ft  basket  makers     4  7  11  2  5  7 

Builders,  architects    ..  851  818  669  884  266  600 

Butchers 126  67  198  188  98  286 

Cab-drivers,  carterp,  ftc.  2—2  8—8 
Cab,  omnibus  proprie- 

'-^rs,  and  livery  stables    26  25  61  86  29  65 
et  makers,  uphol- 

n 64  108  172  58  101  154 


1906. 
B     D     Tl. 

5      10      16 
—       11 

57      54    111 
11       1      12 

4  6      10 

5  0      14 
1—1 

10      11      21 


82      43 
44      89 


2 
84 

8 
12 


4       8        7 
11      12      28 


88  71  104 

10  15  25 

4  3  7 

8  6  8 

414  465  869 


18 
16 


19 


64  16  80 

9  8  12 

22  —  22 

8  8  11 

2  4  6 

22  12  84 

44  5  49 

80  4  84 

44  6  50 

244  40  284 


528    100    628 


12  17      S9 

132  122    254 

89  40      79 

8  14 

12  7      19 

12  15      27 

7  5      12 

844  287    581 

ISO  77    207 

6  17 

41  18      59 

69  100    159 


1904.  1905.  1906. 

B  D  Tl.  B  D  Tl.  B  D  Tl. 

Carpenters, Joiners    ..    52  28  76  51  12  68  40  37  77 

Carriage     and    motor* 

oar  builders..          ..    97  84  61  24  84  58  24  88  57 

Carriers,  cart  owners ..    272350  28  18  46  37  21  58 

Carvers, gilders,  ftc.    ..    16  29  45  21  28  49  9  14  23 

GatUe  ft  horse  dealers    80  16  46  8813  61  26  838 

Chemists,  druggists    ..    80  55  85  24  88  57  81  47  78 

Clerks  and  commercial 

travellers                  ..  268  38  296  215  42  287  180  82  212 

Coal  dealers               ..    57  66  123  70  60  130  86  61  146 

ColTee       and      eating- 
house  keepers          ..    82  17  49  32  17  49  19  11  80 

Confectioners    ..        ..    66  98  169  64  106  170  82  57  89 

Coopers 2  24  4  2  6  —  1  1 

Com     chandlers,    hay 

and  straw                 ..    26  29  65  29  28  57  19  31  50 

Cow     keepers,     dairy- 
men        42  20  62  39  23  62  65  28  83 

Cycle       manufacturers 

and  agents     ..        ..    57  81  138  56  77  133  60  64  101 

Drapers  and  hosiers    ..  162  375  527  142  359  501  129  820  449 

Farmers 240  240  480  275  247  522  219  178  392 

Fishing   smack  owners     9413  819  836 

Fishm'g*rs  ft  poulterers    62  26  88  91  40  181  84  33  117 

Furniture  dealers       ..    86  41  77  33  48  81  19  48  62 

Gardeners,  market 

gardeners                 ..    25  10  35  29  9  38  '  17  5  22 

General  dlrs.,  cur'sities  6385  148  5860  113  424385 
Glass  and  earthenware 

dealers                      ..    17  42  59  19  35  54  15  88  48 

Greengrocers,  fruiterers  104  48  152  141  58  199  121  62  188 

Grocers,  provision  d'lr*s  896  663  1059  415  699  1114  414  710  1124 

Hair       dressers       and 

perfumers       ..        ..    31  20  51  36  IS  49  24  12  86 

Hatters 9  15  24  72229  5  21  26 

Ironm'ng'rs,  japanners, 

tinmen 67  136  203  56  114  170  48  100  148 

Jewellers,    watchm'k'rs    56  98  149  40  79  119  40  66  106 

Labourers,   bricklayers  169  37  206  136  20  166  97  13  110 

Leather  dealers           ..      5  18  28  4  10  14  9  12  21 

Lodging  house  keepers    32  18  50  59  23  82  26  26  52 

Millers  ft  corn  dealers  31  87  68  12  38  46  82  32  64 
Milliners  and  artificial 

florists 86  64  99  84  73  107  88  67  100 

Miners,  colliers  . .  46  1  47  47  4  61  67  1  68 
Music      sellers       and 

publishert  ....  5  6  11  8  11  19  6  8  18 
Mnsioal        instrument 

makers  and  dealers..    10  24  84  9  14  28  10  6  16 

Nurserymen,  florists  ..    28  18  41  18  18  81  13  19  82 

Oilmen 10  18  28  4  20  24  18  22     85 

Optioians —  —  _  —  __  5  6lo 

Pawnbrokers               ..7  16  22  4  812  8  9  17 

Photographers  ..  ..  16  11  26  25  14  39  22  21  48 
Plumbers,        painters, 

gasfltters  ..  116  158  274  161  178  342  150  155  306 
Printers,        stationers, 

engravers        ..        ..    65  96  161  60  107  167  69  90  169 

Publicans                     ..  286  206  492  313  134  447  294  169  463 

Saddlers,  harness  mkrs.    325082  293665  28  36  59 

Shipwiightfl                  ..2  2  4  ___  _  2  2 

Shoe  and  boot  makers  105  190  296  101  176  277  98  131  229 

Tailors 126  250  376  121  223  844  129  221  850 

Timber  d'l'rs  ft  sawyers    20  35  55  23  81  54  31  31  62 

Tobacconists                ..    44  76  120  54  65  119  46  53  99 

Toy  and  fancy  dealers    18  23  86  16  22  88  9  19  28 

Tradesmen's  assistants    75  16  91  72  9  81  78  14  87 

Undertakers                ..    13  10  23  7  9  16  7  12  19 

Miscellaneous 97  52  149  128  66  189  211  98    809 

4177  4604  8681  4315  4284  8599  4068  8970  8^ 
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During  the  year  1906  there  were  1,868  Limited  Companies 
wonnd  up,  comprising  : — 

917  Tolantary  I     90  reconstrncfcion 

719  on  aooonnfc  of  liabilities       112  under  order  from  the  Court. 


In  the  Year 

Number  of  Failures 

Wholesale 

Retail 

1887 

5.862 

619 

5,288 

1888 

9,217 

1,008 

8,?09 

1889 

8.782 

829 

7,908 

1800 

7,876 

894 

6.982 

1891 

8.583 

1,113 

7,420 

1802 

9,609 

1,189 

8,470 

180B 

10.668 

1,099 

9.559 

1884 

10,507 

1.098 

9.414 

1805 

9,468 

1,018 

8,445 

1806 

8.813 

919 

7.924 

1887 

8,724 

1,000 

7,724 

i«n 

8,896 

1,020 

7,875 

1899 

8,600 

847 

7,768 

1900 

9,224 

922 

8.802 

1901 

9,118 

952 

8.166 

1902 

8,881 

864 

7,967 

1906 

9,206 

789 

8.416 

1904 

10,240 

883 

9,857 

190S 

10.281 

916 

9.815 

1906 

9,515 

869 

8.646 

The  Profession  in  Scotland. 


OlasQovo  Cbartere^  Bccountants 
Stu^ents'  Socfeti?  SHnnet. 


Ex-5olicitor-Qeneral  and  Accounting  Profession. 


The  eighth   annual   dinner  under  the  auspices  of  the 
Glasgow  Chartered  Accountants  Students'  Society  was  held 
in  the  Grand  Hotel,  Glasgow,  on  the  evening  of  Wednes- 
day, the   i2th   December.     In  all   respects   the   function 
was  an  unqualified  success— there  was  a  record  attendance, 
thoroughly  representative  of  the  Society  and  the  profes- 
sion;   several    distinguished    guests    were    also   present, 
including  the  ex-Solicitor-General  for  Scotland,  Mr.  James 
Avon  Clyde,    K.C. ;     the    oratory    proved   exceptionally 
interesting ;  iwiiile  the  musical  and  elocutionary  part  of  the 
evening's  entertainment  was   both  novel   and   delightful. 
The  duties  of  Chaisrman  wwre  admirably  fulfilled  by  the 
Hon.    President,    John    Mann,    Junj-.,    Esq.      His    rare 
eathnsiasm,  tact,  and  energy  were  in  no  small  measure 
ahared  by  a  Committee,  whose  complete  arrangements  for 
the  function  met  the  unanimous  and  cordial  approval  of 
everyone  present.     Messrs.  David  Allan  Hay  (President), 
James  A.  French,  and  John  M.  MacEachern  (Vice-Presi- 
dents) were  croupiers.     The  Chairman  was  supported  on 
^  right  by   Mr.    Clyde,    K.C,    and   Messrs.   John   M. 
MacLeod,   Wm.    Shaw,    John    Wilson,    Joseph    Patrick, 
ex-City  Treasurer  Alexander  Murray ;  and  on  the  left  by 
Messrs.  J.  A.  Robertson-Duiham  (Hon.  President  Char- 
tered Accountants  Students'   Society,   Edinburgh),   Thos. 
Jackson,  Alexander  Sloan,  Ninian  Glen,  David  Strathie, 
and  T.  A.  Craig.    Among  others  present  were  Messrs.  John 


Girvan  (President  Glasgow  Juridical  Society),  James 
Dalrymple  (General  Manager  Glasgow  Corporation  Tram- 
ways), J.  Shiels  Alexander  (President  Chartered  Account- 
ants Students'  Society.  Edinburgh),  A.  Herbert  Brown, 
Councillor  Walter  Nelson,  Dr.  W.  B.  J.  Pollock,  Messrs. 
G.  B.  L.  Motherwell,  W.S.  (President  Legal  and  Specu- 
lative Society),  J.  Allison,  Junr.  (Hon.  Secretary),  John 
MacAllister  (Corresponding  Secretary  Glasgow  Juridical 
Society),  &c.  &c. 

In  all,  covers  were  laid  for  152  gentlemen.  After  an 
excellent  repast,  the  Chairman  stated  that  he  had  been 
asked  by  the  Secretary  to  mention  that  several  apologies 
for  absence  had  been  received.  These  included  an  apology 
from  the  Lord  Provost,  Wm.  Bilsland,  Esq.,  as  well  as 
from,  among  others.  Sir  John  Ure  Primrose,  Bart.,  Mr. 
Mann  (President  of  the  Institute),  Colonel  Reid,  the  Dean 
of  the  Faculty  of  Procurators ;  also  from  Mr.  Geo.  A. 
Touch e,  of  London,  and  others.  The  Chairman  added 
that  his  father  (Mr.  Mann,  Senr.)  was  extremely  dis- 
appointed at  being  unable  to  attend  that  evening,  but  the 
state  of  his  health  rendered  it  necessary  that  he  should 
remain  indoors  at  night. 

On  the  motion  of  the  Chairman  "  The  King  "  was  loyally 
and  cordially  pledged. 

After  a  musical  contribution  by  the  Secretary  (Mr, 
Allison),  a  varied  toast  list  was  entered  upon. 

The  first,  tha*  of  "The  Institute,"  was  proposed  by  Mr. 
James  A.  French.  He  said  that  the  toast  which  he  had  the 
honour  and  privilege  to  submit  that  evening  was  the  Insti- 
tute of  Accountants  and  Actuaries  in  Glasgow.  Their 
dinners  in  past  years  had  been  well  attended  by  the 
members  of  the  Institute,  but  he  thought  he  was  safe  in 
'  saying  that  never  had  they  had  so  large  a  gathering  as  that 
night.  (Applause.)  Fortunately,  it  was  not  necessary  for 
him  to  tell  rthem  what  a  Chartered  Accountant  was,  but  he 
thought  they  would  allow  him  to  tell  them  what  he  was  not. 
There  were  two  definitions  which  occurred  to  him — first. 
Lord  Brougham's,  "  an  accountant  is  a  person  who  can  give 
no  better  account  of  himself  " — (laughter) — and,  second, 
an  eminent  Glasgow  lawyer's,  "  an  accountant  is  a  man  who 
looks  at  books  and  sees  nothing."  (Laughter.)  The  Insti- 
tute was  not,  however,  composed  of  such  men  as  these. 
(Hear,  hear.)  That  accountancy,  and  particularly  the 
branch  of  auditing,  had  an  ancient  origin  he  thought  thsre 
could  be  no  doubt.  Mr.  Pixley,  who  gave  their  opening 
lecture  on  the  duties  of  auditors,  had  referred  to  early 
references  to  their  profession  to  be  found  in  Shakespeare. 
He  (Mr.  French)  was  inclined  to  think,  however,  that  there 
was  a  reference  made  to  the  profession  in  the  Acts  of  the 
Aposdes.  (Laughter.)  In  Chapter  V.  they  read  that 
young  men  "wound  up  "  Ananias.  (Loud  laughter.)  Pro- 
ceeding, Mr.  French  said  that  the  last  fifty  j^ears  had  seen 
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both  an  expansion  and  consolidation  of  the  profession. 
(Applause.)  Commercial  auditing,  as  they  knew  it  to-day, 
had  been  practically  built  up  in  that  time,  and  from  being 
a  luxury  in  their  time  it  was  now  a  necessity.  He  ventured 
to  prophesy  thart  the  time  would  come  when  the  business 
which  was  conducted  without  a  proper  audit  would  be 
deemed  a  commercial  crime.  (Hear,  hear.)  If  one  thing 
more  than  another  had  made  progress  in  their  profession 
during  the  last  fifty  years  he  thought  he  might  say  it  was 
the  great  improvement  made  in  stating  the  annual  Balance 
Sheets  of  commercial  concerns.  (Applause.)  Continuing, 
Mr.  French  said  that  the  Gla^ow  Institute  had  borne  its 
full  share  ia  making  the  profession  what  it  was,  and  had 
produced,  and  was  producing,  men  who  were  an  ornament 
both  to  the  profession  and  to  it.  (Applause.)  After 
referring  to  the  excellent  papers  that  had  been  read  at  the 
various  meetings  of  their  Society,  Mr.  French  said  they  all 
regretted  that  they  had  not  their  worthy  President  of  the 
Institute,  Mr.  Mann,  Senr.,  with  them  that  evening.  Mr. 
Mann,  Senr.,  he  added,  was  now  the  only  survivor  of  the 
original  members  to  whom  the  Royal  Charter  of  Incorpo- 
ration was  granted  in  1855.  (Applause.)  He  thought  Mr. 
Mann's  venerable  age  was  an  excellent  excuse  for  not  being 
there  that  evening,  but  he  hoped  the  Chairman  would 
convey  to  his  father  their  regret  at  his  absence,  and  also 
the  sincere  and  earnest  hope  that  he  would  be  long  spared 
to  see  the  fruit  of  his  work  in  the  Institute.  (Applause.) 
He  was  confident  that  the  work  and  influence  of  the  pro- 
fession would  expand,  and  that  in  the  shaping  of  the  policy  of 
that  expansion  he  was  certain  a  large  share  would  be  taken 
by  the  Glasgow  Institute.  (Applause.)  He  had  great 
pleasure  in  proposing  the  toast  and  in  joining  it  with  the 
name  of  Mr.  John  Wilson,  an  esteemed  Past-President 
and  present  auditor.    (Applause.) 

The  proceedings  having  been  varied  by  a  song  from  Mr. 
.  R.  O.  Thomson, 

Mr.  John  Wilson  responded  to  the  toast.  He  said  he  felt 
it  a  great  honour  to  be  called  upon  to  respond  to  the  toast 
of  the  Institute  of  Accountants  and  Actuaries  in  Glasgow. 
It  was  an  honour  which,  as  had  been  said,  would  have 
naturally  fallen  to  the  President,  and  be,  as  well  as  they, 
regretted  his  absence.  When  they  elected  Mr.  Mann,  Senx., 
to  the  office  of  the  President  of  the  Institute  they  knew  that 
at  his  great  age  he  could  not  be  expected  to  turn  out  to  a 
function  of  that  kind.  They  were  all  very  pleased,  how- 
ever, that  Mr.  Mann  was  still  willing,  and  very  well  per- 
formed all  the  ordinary  duties  that  fell  to  the  President 
of  the  Institute.  (Hear,  hear.)  Proceeding,  Mr.  Wilson 
said  he  had  to  thank  Mr.  French,  and  the  company  also — 
Mr.  French  for  what  he  had  said  in  proposing  the  toast, 
and  the  company  for  having  received  it  so  heartily.  Mr. 
French  had  said  a  great  deal  which  tended  to  show  the 


important  position  to  which  the  accountancy  profession 
had  attained.  He  (Mr.  Wilson)  thought  that  if  he  were  to 
tell  them  about  the  number  of  accountants  it  would  show 
that  they  had  indeed  attained  to  a  very  important  position. 
When  he  joined  the  Institute  in  1868  he  thought  there 
would  not  be  more  than  about  fifty  to  sixty  members. 
Now,  he  believed  he  was  correct  in  saying  there  were 
about  500  members  of  the  Glasgow  Institute  alone. 
(Applause.)  He  almost  thought  that  would  be  a 
sufficient  number  to  do  all  the  professional  account- 
ing in  Scotland,  with  the  assistance  of  all  the 
able  gentlemen  whom  he  saw  around  him.  (Laughter 
and  applause.)  Then  they  had  in  addition  to  that 
a  Society  of  Chartered  Accountants  in  Edinburgh, 
equally  important  with  that  in  Glasgow.  (Applause.) 
And  then  they  had  also  a  very  important  Society  of  Char- 
tered Accountants  in  Aberdeen.  (Applause.)  When  they 
thought  of  the  members  who  belonged  to  all  those  various 
Societies  they  would  see  that  there  was  a  great  deal  of  j>ro- 
fessional  accountancy  done  in  Scotland.  (Applause.) 
Sometimes  when  he  saw  at  the  quarterly  meetings  another 
batch  of  new  members  coming  up  to  be  admitted  to  the 
Institute  he  wondered  where  they  were  all  going  to  get 
work.  (A  voice:  "Hear,  hear,"  and  laughter.)  Really, 
however,  with  the  growth  of  commerce  throughout  the 
world,  and  the  complexities  and  intricacies  that  commerce 
had  developed,  there  seemed  to  be  work  for  them  all. 
(Applause.)  He  was  quite  satisfied  that  each  individual 
member  of  the  profession  now  did  as  much  work  as  indi- 
vidual members  did  in  the  early  days  that  he  had  spoken 
of.  Not  only  did  they  do  as  much  work,  but  work  that  was 
of  far  more  importance,  and  he  ventured  to  say  that  it  was 
better  done  from  a  professional  point  of  view.  (Hear,  hear 
and  applause.)  Now,  if  the  accountants,  as  a  profession, 
were  getting  all  that  work,  the  question  arose,  Were  they 
preparing  themselves  to  do  it,  and  doing  it  to  the  satisfac- 
tion of  the  public?  He  would  answer  that  they  were. 
(Applause.)  He  really  thought  that  the  education  and  the 
training  of  an  accountant  had  developed  nearly  as  much 
since  the  early  days  as  the  membership  had  grown-  (Hear, 
hear.)  Since  the  General  Examining  Board  was  formed — 
he  thought  in  1893— the  standard  of  the  examinations  had 
been  greatly  raised.  That  Board,  at  the  very  first,  started 
a  high  plane  of  examinations,  and  the  standard  had  been 
steadily  raised  since,  and  it  appeared  that  as  the 
examinations  were  made  stiffer  and  stiffer  the  more  the 
young  men  came  forward  for  membership  to  the  account- 
ing purofession.  (Laughter  and  applause.)  These  men 
thought,  and  so  must  their  parents  and  guardians  who 
were  responsible  for  them,  that  there  must  be  something 
very  good  to  be  gained  after  they  had  passed  the  exami- 
nations. He  hoped  they  would  all  find  that  to  be  the 
case.    (Laughter  and  applause.)    But  the  steady  increase  in 
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the  standard  of  the  ezaminatiofas,  and  the  demand  for  it 
that  came  from  the  younger  members  of  the  profession, 
was,  he  thought,  a  very  good  sign.  He  had  had  time  to 
have  a  look  at  the  papers  that  were  set  before  the  candi- 
dates at  the  last  examination,  and  really  he  would  not 
like  to  have  now  to  undeiigo  an  examination.  (Laughter 
and  applause.)  However,  the  young  men  made  very  light 
of  it,  and  some  of  them  passed  very  easily  ;  but  the  educa- 
tion of  an  accountant  did  not  stop  when  the  candidate 
had  passed  the  examination,  and  when  he  had*  been 
admitted  and  was  able  to  write  the  mystic  letters  "C.A." 
after  his  name.  (Hear,  hear.)  Really,  it  was  only 
by  work  and  experience  that  one  became  qualified 
to  perform  the  duties  satisfactorily  to  the  public  who 
ecnployed  him.  (Hear,  hear  and  applause.)  He  thought 
that  perhaps  the  most  valuable  quality  in  an  account- 
ant, and  perhaps  most  valuable  in  any  profession, 
was  the  quality  of  application.  (Hear,  hear.)  He  thought 
it  was  more  valuable  than  mere  cleverness.  Cleverness 
might  come,  but  he  thought  that  application  was  a  thing 
that  by  degrees,  if  they  continued  to  exercise  it,  would 
build  up  and  maintain  a  knowledge  that  would  in  course 
of  time  enable  them  to  attain  to  a  highly  respectable 
position  in  Ifaeir  profession.  (Applause.)  He  had  to  thank 
them  all  very  heartily  for  having  received  so  well  the  toast 
of  the  Institute.    (Applause.) 

Following  a  song  by  Mr.  Gulliland, 

The  toast  of  **The  Corporation  of  Glasgow"  was  pro- 
posed by  Mr.  J.  A.  Robertson-Durham,  the  Hon.  President 
<fi  the  Edinburgh  Chartered  Accountants  Students'  Society. 
At  the  outset,  Mr.  Robertson>Durham  asked  to  be  allowed 
to  thank  1^  Glasgow  Society  on  behalf  of  the  Edinburgh 
Society  for  the  great  honour  they  had  done  them  in  asking 
him,  as  their  Honorary  President,  to  be  present  at  that 
great  dinner.  (Applause.)  He  had  been  perfectly  appalled 
at  the  magnitude  of  the  entertainment  provided. 
(Laughter.)  He  saw  around  him  many  fine  students,  and 
he  saw  many  of  the  leading  Chartered  Accountants  of  Scot- 
land, who  for  many  years  had  occupied  the  foremost  places 
in  their  profession.  (Applause.)  He  had  been  wondering 
how  it  was  that  they  were  still  "students,"  and  he  could 
only  think  that  it  was  because  they,  like  himself,  found 
every  day  of  their  lives  that  they  were  learning  something 
and  that  they  had  a  great  deal  still  to  learn.  (Hear,  hear 
and  applause.)  In  happy  fashion  Mr.  Robertson-Durham 
thereafter  referred  more  particularly  to  the  city  of  Glasgow, 
and  created  hearty  laughter  by  remarking  that  he  had  been 
in  Glasgow  on  several  occasions  in  his  life,  but  he  had 
always  had  the  sort  of  feeling  that  a  convicted  poacher  has. 
He  had  never  in  his  life  gone  to  Glasgow  but  the  next  day 
be  was  the  subject  of  some  inquiry  as  to  ''what  he  was 
doing  i.i  Glasgow  yesterday."    (Laughter.)    After  referring 


to  several  of  the  city's  more  outstanding  municipal  achisve- 
ments,  the  speaker  said  that  Glasgow  was  a  magnificent 
field  for  the  Chartered  Accountant.  They  had  some  of 
the  most  splendid  businesses  in  Glasgow  that  were  to  be 
found  anywhere,  and  they  in  the  poor,  starved  city  in  the 
east  looked  towards  those  in  the  west  with  envious  eyes. 
(Laughter  and  applause.)  He  coupled  the  toast  with  the 
name  of  Mr.  Walter  Nelson,  who  at  the  last  municipal 
election  was  returned  to  the  Town  Council  as  one  of  the 
representatives  for  an  important  ward.     (Applause.) 

In  the  course  of  an  interesting  reply,  Councillor  Nelson 
referred  to  the  fact  that  one  of  their  Society's  members, 
Ex-Bailie  Alexander  Murray,  had  risen  in  the  Town 
Council  to  the  important  position  of  City  Treasurer,  one 
of  the  highest  offices  next  to  that  of  Lord  Provost — another 
honour  that  might  yet  be  Mr.  Murray's.    (Applause.) 

Mr.  T.  L.  M'Clintock  having  entertained  the  company 
with  a  song, 

The  Chairman  said  he  had  now  the  very  great  privilege 
and  honour  of  introducing  Mr.  J.  A.  Clyde  to  propose  the 
toast  of  the  evening. 

A  very  cordial  wedcome  was  given  the  ex-Solicitor- 
General. 

Mr.  Clyde  said  that  the  toast  which  he  had  to  commend 
to  their  acceptance  was  the  toast  not  perhaps  quite  exactly 
of  "their  own  good  selves,"  but  it  was  the  Society  that  had 
brought  them  together  that  night.  It  was  of  the  Society 
which  constituted  the  bond  of  union  between  them,  the 
toast  of  "ITie  Glasgow  Chartered  Accountants  Students' 
Society."  (Applause.)  He  thought  he  mig-ht  fairly  say 
that  in  one  respect  at  all  events  he  had  a  qualification  for 
the  proposing  of  that  toast  which  was  imique  among  any 
of  them.  They  were  all  of  them  men  of  figures— 
(laughter) — and  if  there  was  anything  which  one  ought  to 
admire  more  than  another  it  was  precisely  the  qualities 
and  qualifications  of  which  one  was  absolutely  destitute. 
(Laughter.)  And  if  capacity  to  handle — ^he  would  be  quite 
candid  and  go  further-^he  capacity  to  understand  figures 
was  characteristic  of  themselves  and  of  the  profession  to 
which  they  belonged,  he  could  assure  them  that  he  was 
singularly  lacking  in  the  power  to  share  that  qualification. 
(Laughter.)  There  were  some  people,  other  than  poets, 
who  were  born  to  "  lisp  in  numbers,"  and  he  had  no  doubt 
that  when  his  good  friend  Mr.  MacLeod  occupied  until  a 
few  years  ago  his  sesquipedalian  cradle — (laughter)— he 
delighted  the  ears  of  those  who  at  the  time  were  specially 
interested  in  him  by  his  lisping  in  numbers.  (Laughter.) 
Personally,  however,  he  (Mr.  Clyde)  had  never  succeeded 
in  lisping  in  numbers ;  he  could  not  even  lisp  in  numbers 
now — (laughter) — and  it  was  because  he  was  an  admirer  of 
such — ^as  they  all  did  admire  those  things  that  they  cc 
not  do  tliemselves— that  he  thought  he  had  some  re 
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able  qualification  for  commending  thie  toast  of  their 
Society,  composed,  as  it  was,  of  people  who  knew  all  about 
those  things.  (Laughter  and  applause.)  There  was  once 
a  Judgie  who  explained  to  a  jury  that  they  must  take  the 
law  from  him.  Why?  He  said,  because  he  knew  law  and 
they  didn't.  Why  did  he  know  law?  Why,  of  course, 
because  he  was  paid  to  know  the  law  and  therefore  he 
knew  it.  (Laugiiter.)  Well  (Mr.  Clyde  went  on  to  say),  he 
was  not  suare  that  that  kind  of  reasoning  was  absolutely 
sound ;  at  least  there  was  a  possibility  of  exceptions 
in  exceptional  cases.  He  was  not  paid  to  know 
anything  about  figures.  He  was  paid  to  pretend  to  know 
about  figures.  (Loud  laughter.)  And  they  knew  there 
w«re  some  of  them — ^he  would  not  say  anything  about 
himself — who  really  were  remarkably  good  at  pre- 
tending to  know  all  about  things  when  they  didn't  know 
at  all.  (Laughter.)  But  it  was  wonderful  when  they  came 
to  try  their  hand  at  it — it  was  really  wonderful— with  what 
a  comparatively  small  smattering  one  could  rub  along 
and  make  a  wonderfully  decent  show.  But  the  fact 
remained,  he  was  afraid,  that  if  his  ministry  had  lain 
among  figures  he  would  have  been  "stickit"  long  ago. 
(Laughter.)  But  would  they  allow  him  to  say  that  he  was 
much  impressed  by  the  vitality  and  the  numbers  of  their 
Society.  (Applause.)  By  the  number  of  the  members 
perhaps  he  was  impressed  most  of  all.  When  he  saw  so 
many  there  he  must  say  he  was  surprised,  and  he  confessed 
that  he  had  been  moved  to  some  of  those  reflections  to 
which  his  very  good  friend  Mr.  Wilson  had  given  some 
impressions  already.  He  would  tell  them  what  he  would 
do.  This  was  the  age,  this  was  the  era  for  age  limits.  Put 
an  age  limit  upon  the  profession.  (Loud  laug'hter.) 
Mind,  however,  he  would  not  have  them  for  all  the  world 
interfere  with  the  budding  professional  prospects  of  such  a 
mere  stripling  as  his  good  friend  Mr.  Wilson.  (Laughter.) 
There  were  some  people,  however,  who  had  the  secret  of 
perennial  youth.  May  Mr.  Wilson  preserve  his  secret  for 
very  very  long.  (Applause.)  But  there  was  another  kind 
of  member  among  them.  He  was  rather  struck  by  the 
number  of  people — and  some  of  themselves — who  put  the 
word  "junior"  after  their  names.  (Laughter.)  He  was 
rather  suspicious  of  that.  He  began  to  think  that 
in  the  west,  at  all  events,  they  really  were  centenarians 
masquerading  as  young  men.  He  commended  to  their 
attention  accordingly  the  instances  of  such  persons  as 
their  worthy  Chairman  himself.  (Laughter.)  They  should 
inquire  into  it,  if  he  was  not  one  of  those  people  to  whom 
the  age  limit  would  not  be  applicable.  (Laughter.)  But 
there  were  many  overstocked  professions,  and  he  supposed 
that  if  theirs  was  overstocked,  or  likely  to  be  so,  he  sup- 
posed at  least  the  same  might  be  said  of  his  own. 
But  they  knew  that  there  was  this  about  their  rela- 
tions  to   him   and    his    relations    to   them.     Tliey   were 


each  on  very  friendly  terms.  (Applause.)  They  (the  legal 
profession)  never  could  get  on  without  them — ^they  always 
found  out  that  before  they  had  gone  very  far  and — ^well, 
they  (the  accountants)  found  out  that  the  legal  profession 
were  a  bit  handy  too  j  and  accordingly,  overstocked  though 
they  might  be,  they  had  a  fair  chance  of  rubbing  along 
together.  (Hear,  hear  and  applause.)  He  remembered — ^he 
would  not  tell  them  how  many  years  ago  it  was,  it  might 
reveal  some  of  those  secrets  as  to  his  centenarian  quali- 
fications which  their  Chairman  was  most  anxious  to 
conceal— he  remembeied  some  years  ago  having  to 
do  with  a  case  in  which  he  appeared  as  an  engineer — at 
least  he  knew  all  about  engineering  foir  the  time  being. 
(Laughter.)  It  had  to  do  with  the  design  of  grates  and 
cooking  stoves.  He  remembered  they  had  a  most  attractive 
name.  There  was  the  '*  Bee  "  for  the  first,  the  "  Beaton  " 
for  the  second,  and  the  "  Beatonette  "  for  the  third.  They 
were  discussing  a  question  about  the  appearance  or  design. 
He  found  out  that  he  could  not  get  on  without  acquaint- 
ance with  practical  details.  Subsequently  he  went  to  Mr. 
Mann,  who  told  him  he  would  hunt  up  what  was  required. 
Afterwards  he  told  him  that  he  had  spent  the  whole  night 
in  an  uncomfortable  Edinburgh  Hotel,  with  a  wet  towel 
tied  round  his  forehead,  endeavouring  to  get  him  (Mr. 
Clyde)  the  useful  information  all  about  the  "Bee,"  the 
**  Beaton,"  and  the  "  Beatonette."  (T>oud  laughter.)  It  was 
only  fair  to  say  that  if  he  was  appearing  as  an  engineer 
he  was  really  and  completely  eclipsed  by  the  ingen-uity  of 
the  accountant.  (Laughter  and  applause.)  For  although 
it  was  true  that  they  won  their  case,  he  put  the  credit 
candidly  and  at  once  entirely  to  the  credit  of  their 
Chairman.  Accordingly  he  thought  they  had  a  fair 
chance  of  rubbing  along  together.  (Applause.)  Pro- 
ceeding, Mr.  Clyde  said  he  wanted  just  for  a  moment  to 
say  a  little  in  more  serious  vein.  He  had  no  claim 
to  centenarian  qualifications— just  yet— but  he  had 
seen  enough  of  practical  business  in  his  own  profes- 
sion to  know  this — that  although  the  striotly  educational 
part  of  their  preUminary  career  might  endow  them  with 
qualifications  of  indispensable  training,  they  really  began 
to  learn  their  business  when  they  began  to  practise  it. 
(Hear,  hear.)  It  was  all  very  well  to  believe  in  influence 
from  books,  and  it  was  all  very  well  to  acquire  a  sound 
knowledge  of  abstract  principles,  but  there  was  all  the 
difference  in  the  world  between  knowing  their  books  and 
being  able  to  state  their  principles  and  the  faculty  of 
applying  them  in  actual  practice.  (Hear,  hear.)  It  was  not 
until  their  mind  had — by  be  could  not  tell  them  what 
secret  process — until  their  mind  had  got  the  faculty  of 
automatically  throwing  the  material  into  the  rays  of  light 
which  should  be  brought  to  reflect  upon  their  work — ^it  was 
not  until  they  had  acquired  that  dexterity  they  could  be 
said  to  know  anything  about  their  business.     And  what 
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occurred  to  him  to  say  to  them  in  that  regard  that  night 
was  this :  That  if  he  was  not  mistaken  the  function  of  a 
Society  such  as  that  to  which  they  belonged,  and  to  whose 
prosperity  and  welfare  he  was  going  to  ask  them  to  drink 
— the  main  function  of  a  Society  such  as  that  was  that  it 
operated  for  them,  as  students,  as  a  bridge  between  the 
purely  technical  part  of  their  training — that  which 
acquainted  them  with  book  learning  and  principles— and 
that  part  of  it  which  had  to  do  with  the  living  business  of 
commerce  and  the  living  affairs  of  life.  (Hear,  hear.)  If 
there  was  anything  which  was  important  in  that  comiec- 
tion,  he  thought  it  was  that  they  should  come  into  direct 
personal  and  social  contact  with  the  men  with  whom  their 
professional  business  was  going  to  bring  them  in  contact 
with  at  professional  arm's  length  when  the  time  comes. 
How  were  people  to  conduct  their  business  as  gentlemen 
should  if  there  did  not  exist  between  them  that  kind  of 
mutual  knowledge  and  mutual  confidence  which  sprang 
from  personal  intercourse.  (Hear,  hear.)  The  fact  was 
that  the  difference  between  professional  business  and  a 
great  deal  of  ordinary  commercial  business  lay  precisely  in 
that  secret— the  secret  that  professional  people,  after  all,  if 
they  were  to  conduct  business  with  each  other,  must  have 
confidence  in  the  professional  integrity  of  their  brethren. 
(Applause.)  They  must  have  that  to  an  extent  and  degree 
which  was  impossible  in  ordinary  commercial  business,  and 
which,  if  it  was  not  present  in  their  (the  accountants')  pro- 
fessional business,  their  cUents  did  not  really  get  the  full 
benefits  of  their  service.  (Hear,  hear.)  He  noticed  that 
among  other  means  of  promoting  social  intercourse 
among  their  members  they  resorted  to  the  admirable,  if 
old-fashioned,  system  of  listening  to  papers  and  of 
debating  questions.  He  supposed  that  all  of  them  had 
been  members  of  debating  societies  in  their  day.  He  could 
tell  them  frankly  that  he  looked  back  to  some  of  those 
occasions  where  they  met  to  debate  problems,  public  or 
private,  literary  or  political.  It  was  there  in  those  rooms, 
with  their  uncarpeted  floors,  that  ideas  clashed;  it  was 
tliere  that  one  came  to  respect  other  people's  opinions, 
which  was  half  the  art  of  life.  (Applause.)  It  had  therefore 
occurred  to  him  that  they  might  introduce  perhaps  a  wider 
range  of  subjects  among  their  debates.  He  did  not  make 
the  suggestion  very  seriously,  but,  after  all,  they  had  got  all 
sorts  of  members  in  their  Society.  There  was,  for  example, 
his  friend  Mr.  Patrick.  Mr.  Patrick  was  one  of  the  best 
fellows  he  knew.  (Hear,  hear  and  laughter.)  He  had  got 
ooe  very  grave  fault,  and  he  therefore  suggested  that, 
having  reference  to  that  grave  fault,  they  should  ask  him  in 
their  next  session  to  read  them  a  paper,  and  he  suggested 
as  the  subject  of  that  paper,  "A  Tax  on  Bachelors"— 
(loud  laughter  and  hear,  hear) — with  special  reference  to 
the  incidence  of  the  tax  on  the  other  sex.  (Hear,  hear.) 
But  be  would  give  Mr.  Patrick  a  chance,  and  in  the  small 


interval  allow  him  to  take  up  the  position  in  which  it 
would  no  longer  be  appropriate  to  ask  him  to  read  that 
paper.  (Laughter.)  Well,  he  would  now  pass  from  the 
question  of  their  debates  also,  and  would  say  in  conclusion 
somethinig  about  another  aspect  of  the  relation  into  which 
their  profession  and  his  own  had  been  cast.  It  was  only 
natural  that  they  should  help  each  other,  and  they  were 
very  much  given  to  attacking  each  other,  but  they  were 
none  the  less  good  friends  upon  that  account.  (Laughter.) 
They  had  the  misfortune  or  the  fortune  of  appearinjg  in  the 
witness-box  knowing  all  about  it.  They  (the  legal  profes- 
sion) had  the  fortune  or  the  misfortune  of  cross-examining 
them,  knowing  nothing  at  all  about  it.  (Laughter.)  What 
he  wanted  to  say  to  them  therefore  was  this :  Some  of 
them,  he  believed,  were  under  the  impression  that  the  man 
in  his  war-paint  who  was  not  in  the  witness-box  was  some- 
times disposed  to  be  a  little  hard.  Let  them  disabuse 
themselves  of  any  such  notion.  (Laughter.)  Remember 
that  when  they  went  into  the  witness-box  they  did  not  go 
there  as  witnesses  to  matters  of  fact ;  they  went  very 
essentially  and  really  as  witnesses  to  matters  of 
opinion,  and,  as  there  were  always  two  opinions, 
when  they  found  themselves  in  the  witness-box  they  were 
not  to  be  disturbed,  for  the  legal  representative  was  not 
the  savage  fellow  which  perhaps  his  manner  might 
suggest  to  them.  He  was  a  much  more  harmless 
fellow  than  they  really  at  times,  at  all  events,  were  dis- 
posed to  think ;  in  fact,  he  was  not  a  half-bad 
fellow  at  all.  (Laughter  and  applause.)  Would  they  let 
him  tell  them  something  else?  He  (the  legal  representa- 
tive) did  not  think  anything  the  less  of  them.  (Hear,  hear.) 
He  knew  his  difficulties  himself  perfectly  well ;  and  he 
(the  speaker)  could  assure  them  that  the  agent  was  by  no 
means  unaware  of  what  their  (the  witnesses')  difficulties 
were  also.  They  (the  agents)  by  no  means  ^always  got 
the  best  of  it.  He  remembered  not  very  long  ago 
a  King's  Counsel  in  Edinburgh  was  examining  an  account- 
ant— of  course,  in  the  witness-box — and  the  matter  in  hand 
rendered  very  important  a  certain  question  of  figures — 
figures  having  reference  to  something  which  was  either 
per  hour,  or  mile,  or  ton.  It  was  a  very  important  figure 
indeed,  "per  "  the  right  thing,  and  there  had  been  a  great 
deal  of  cross-examining  about  it.  The  accountant  was  a 
very  smart  fellow,  and  he  was  not  going  to  give  that  figure 
away  if  he  could  help  it.  After  a  great  deal  of  struggling 
and  a  great  deal  of  fencing  the  figure  dropped  out,  but  it 
dropped  out  only  as  a  figure,  the  figure  being  18. 
The  cross-examining  counsel,  hopeful  that  at  last  the  goal 
was  in  view,  said,  "  Yes,  what  did  you  say  ?  '»  «  Eighteen," 
replied  the  witness.  "Yes,  eighteen,"  remarked  the  agent, 
"eighteen,  was  it,  and  was  it  eighteen  per?  "  "Yes,  it  was 
eighteen,"  quietly  responded  the  witness.  "Oh,  yes,  yes, 
eighteen,  but  eighteen  per,"  again  ventured  the  counsel. 
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"Eighteen  per— haps,  if  you  like,"  retorted  the  witness. 
(Loud  laughter.)  And,  added  Mr.  Clyde,  "he  was  bound 
to  tell  them  that  it  was  absolutely  impossible  to  extract 
from  that  witness  "per  "  what.  (Laughter  and  applause.) 
They  might  see  that  those  tussles  in  the  witness- 
box  meant  nothing  more  than,  after  all,  the  problems  of 
the  clumsy  machinery  which  even  justice  had  to  use 
in  arriving  at  facts  and  probing  opijiions.  (Hear,  hear, 
and  applause.)  But  he  thought  he  ought  not  to  detain 
them  any  further  in  commending  to  their  acceptance  a 
toast  which  really  and  truly,  like  good  wine,  needed  no 
bush.  (Applause.)  Without  more  ado  he  therefore  asked 
them  to  drink  to  the  prosperity  and  the  long-continued 
existence  of  the  Society  to  which  they  all  belonged,  and 
whose  hospitality  brought  him  to  that  board.  (Applause.) 
He  had  pleasure  also  in  coupling  the  toast  with  the  name 
of  Mr.  David  Allan  Hay.    (Applause.) 

Another  song  having  been  rendered,  by  Mr.  Rankine, 

An  interesting  reply  to  the  toast  of  the  evening  was  made 
by  the  President,  Mr.  Hay.  He  felt  it  a  very  great  honour, 
he  said,  to  occupy  the  position  of  President  of  the  Society, 
and  to  have  the  privilege  on  that  occasion  of  responding 
to  that  toast.  He  thought,  in  the  first  place,  that  he  must 
on  their  behalf  thank  Mr.  Clyde  very  warmly  for  his  most 
eloquent  address,  and  the  most  inspiring  enthusiasm  which 
he  had  displayed  with  regard  to  their  Society.  (Applause.) 
Mr.  Clyde  had  done  them  a  very  considerable  honour  in 
coming  there  that  night,  and  he  had  done  them  additional 
honour  in  speaking  so  enthusiastically  of  the  future  and 
of  the  work  which  the  Society  had  accomplished. 
(Applause.)  He  could  only  say,  however,  that  Mr.  Clyde*s 
remarks  about  their  present  success  must  be  taken 
cum  grano  salis^  for  he  thought  that  their  love  of  what  Mr. 
Winston  Churchill  might  call  "  terminological  exactitude  *' 
prevented  them  claiming  the  high  position  which  he  (Mr. 
Clyde)  had  ascribed  to  them.  (Laughter.)  A  previous 
speaker  had  referred  to  the  antiquity  of  their  profession, 
and  had  tried  to  fix  for  them  tlie  date  of  the  appointment  of 
the  first  trustee  in  bankruptcy.  But  he  (the  speaksr) 
thought  he  could  point  to  an  even  earlier  Scriptural 
instance  which  might  serve  to  show  the  antiquity  of  their 
profession  and  also  serve  to  show  their  love  and  their 
knowledge  of  Scriptural  lore.  (Laughter.)  He  supposed  that 
Solomon  was  responsible  for  the  statement  which  appeared 
in  the  Book  of  Proverbs,  that  "  a  false  balance  is  an 
abomination  to  tlie  Lord."  (Loud  laughter  and  applause.) 
But  while  they  as  a  Society  could  make  no  claim  to 
antiquity,  nor  yet  profess  to  the  wisdom  of  Solomon,  yet 
they  could  claim,  he  thought,  to  a  very  fair  record  of  useful 
work.  (Hear,  hear.)  Their  Society  was  only  some  eight 
years  old,  and  yet  in  that  short  time  they  had  surmounted 
the  initial  difficulties  and  passed  the  experimental  stage. 


He  thought,  t(»o,  that  their  work  in  the  profession  in 
Glasgow  was  now  recognised.  (Applause.)  They  were 
recognised,  he  thought,  not  only  by  the  members  of  the 
Institute,  but  also  by  the  headquarters  of  the  Institute — 
namely,  the  Council.  He  wished  to  take  that  opportunity 
of  thanking  the  Council,  as  they  had  been  thanked  in  the 
past,  for  the  financial  grant  they  had  given  to  their  Society 
— (applause) — and  not  only  for  that  grant,  but  for  a  recog- 
nition which  he  thought  they  valued  even  more,  and  that 
was  the  opportunity  which  they  (the  Council)  had  given 
them  of  representation  on  one  of  the  Committees  of  the 
Institute.  (Applause.)  The  Committee  which  he  had 
referred  to  was  the  one  which  dealt  with  the  tutorial 
classes  for  the  examinations.  To  that  Committee  was  also 
referred  questions  dealing  with  the  training  and  education 
of  apprentices.  They  had  many  serious  and  far-reaching 
questions  referred  to  them,  and  he  hoped  that  the  Council 
would  see  their  way  to  conitinue  this  privilege  to  the 
Society  and  allow  them  to  continue  to  take  a  part  in  the 
moulding  of  the  schemes  in  connection  with  the  profes- 
sion. (Applause.)  They  as  a  Society  were  peculiarly 
fitted  to  take  part  in  that  work,  because,  if  he  might 
say  so,  they  were  fresh  from  the  irons;  in  fact,  some 
of  them  bore  the  marks  of  the  burning  still.  (Laughter.) 
Yet  certainly  the  work  that  was  being  done  there — although 
they  were  only  privileged  to  take  a  small  part  in  it — might 
have  a  far-reaching  and  very  beneficial  influence  on  the 
future  of  the  profession.  They  looked  roimd  and  saw  that 
in  England  the  two  grea/t  Societies  were  endeavour- 
ing to  arrive  at  a  mutual  understanding,  and  that 
one  of  the  schemes  which  was  before  the  accounting  pro- 
fession generally  was  the  question  of  the  registration  of 
accountants.  (Hear,  hear.)  They  saw  also  that  in 
Glasgow  the  question  of  the  institution  of  a  Faculty  of 
Commerce  in  connection  with  the  University  was  taking  at 
last  a  more  formal  shape,  and  he  hoped  that  that  might  at 
no  far  distant  future  be  an  accomplished  fact.  (Hear,  hear 
and  applause.)  He  fully  believed  that  as  time  went  on  the 
conditions  and  the  sphere  of  the  work  of  their  Society 
might  change  ;  but  he  thought  he  could  assure  the  Council 
of  the  Institute  that  as  changing  conditions  arose  their 
Students'  Society  would  do  its  utmost  to  meet  those 
changing  conditions  and  loyally  support  the  Institute  in 
the  work  to  which  it  had  set  its  hand.  (Applause.)  Mr. 
Clyde  had  referred  to  the  advisability  of  securing  some  of 
the  senior  members  of  the  Institute  to  read  papers  to  them, 
and  he  had  spoken  of  Mr.  Patrick  in  particular.  He,  how- 
ever, hoped  that  that  hope  which  had  been  expressed  with 
regard  to  Mr.  Patrick  would  not  soon  become  a  realised 
fact.  (Hear,  hear  and  laughter.)  He  recalled  speaking  to 
a  member  of  a  former  Society  in  connection  with  their  pro- 
fession. It  was  not  exactly  a  Students'  Society,  but  a 
Debating  Society.     In  reply  to  a  question  as  to  why  the 
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Society  died,  he  said,  "Well,  I  rather  think  a  few  of  us  got 
married."  (Laughter.)  With  regard  to  Mr.  Clyde's 
suggestion  as  to  •*  roping  in,"  so  to  speak,  the  senior 
members  of  tiie  profession,  from  whom  they  as  a  Society 
expected  so  much,  he  might  tell  them  that  their  experience 
had  not  always  been  entirely  satsfactory.  They  had 
approached  many  of  the  distingnisihed  ornaments  of  their 
profession  in  Glasgow,  and  found,  to  their  intense  surprise, 
men  wiio  had  been  seized  with  the  most  sudden  access  of 
modesty  and  who  deprecated  any  suggestion  as  to  their 
ability,  and  they  had  added  that  really,  after  all,  they  (the 
students)  had  much  better  discuss  those  things  among 
themselves.  (Laughter.)  He  thought  that  the  excuses 
which  he  had  received  from  various  members  of  the  pro- 
fession might,  by  comparison  with  the  excuses  made  by  those 
bidden  to  the  feast  in  the  parable,  make  these  seem  almost 
plausible.  (Laughter.)  He  wanted  to  make  that  statement 
that  evening,  seeing  there  were  so  many  senior  members 
of  the  profession  present  with  fthem,  and  he  hoped  that 
when  it  fell  to  the  lot  of  the  next  President  of  the  Society, 
or  to  the  next  Secretary,  to  go  round  and  deal  with  those 
men  personally — in  their  own  oflfices — (laughter) — that  they 
would  not  put  forward  those  modest  excuses,  and  that 
they  would  learn  that  they  (the  students)  did  not  ask  them 
unless  they  felt  that  they  were  able  to  impart  knowledge 
which  might  be  useful  to  others.  (Laughter  and  hear, 
hear.)  Proceeding,  Mr.  Hay  said  h-e  should  be  wanting  in 
common  courtesy  if  he  did  not  acknowledge — in  the 
measure  of  success  which  had  attended  their  efforts — the 
inestimable  services  which  their  Honorary  Presidents  from 
time  to  time  had  rendered  to  them  through  their  influence 
with  the  Council  of  the  Institute  and  with  the  senior 
members  of  the  profession.  (Applause.)  He  was  glad  to 
see  present  that  evening  all  the  Honorary  Presidents  which 
the  Society  had  boasted  of.  (Applause.)  They  were  glad 
to  think  also  that  they  had  in  their  present  Honorary  Presi- 
dent a  gentleman  who  was  continuing  those  high  ideals, 
and  who  was  continuing  to  serve  as  his  predecessors  had 
done,  greatly  to  the  benefit  and  greatly  to  the  success  of 
the  Society.  (Applause.)  He  looked  forward  with  con- 
fidence to  the  future  of  the  Society,  and  that  confidence  was 
greatly  increased  by  the  hearty  and  enthusiastic  manner  in 
which  tbey  had  received  that  toast.    (Applause.) 

A  delightful  variety  was  afterwards  introduced  by  Mr. 
R.  J.  MacLennan,  who  gave  an  amusing  and  original 
elocutionary  sketch,  which,  together  with  a  similarly 
'pawky  "  contribution  rendered  later,  was  keenly  enjoyed. 
*  Our  Guests  "  was  the  next  toast,  and  was  submitted  in 
able  and  happy  terms  by  Mr.  John  M.  MacLeod.  At  the 
outset  he  expressed  regret  that  Mr.  Robertson-Durham  had 
bad  to  leave  to  catch  his  train.  They  had  all  very  much 
api^eciated  his  presence  and  enjoyed  his  remarks.  With 
regard  to  Mr.  Clyde,  he  was  certainly  the  most  eminsnt 


member  of  the  Scottish  Bar  at  the  present  time.  (Applause.) 
They  all  knew  that  Mr.  Clyde  did  not  touch  anything 
which  he  did  not  adorn,  and  that,  combined  with  his 
mental  grasp  and  his  acumen,  together  with  his  grace  of 
manner  and  courtesy,  made  him  appreciated  by  every 
person  with  whom  he  came  in  contact.  He  hoped  he  would 
allow  him  to  say  that  Mr.  Clyde  held  a  unique  position, 
and  he  was  told  that  it  was  more  illustrious  than  that  of  any 
man  at  his  age  at  any  known  time.  .(Applause.)  With 
reference  to  Mr.  J.  Shiels  Alexander,  he  would  ask  him  to 
carry  back  to  his  colleagues  and  friends  in  Edinburgh  their 
heartiest  and  their  best  wishes.  (Applause.)  Reference 
was  also  made  to  the  presence  of  Mr.  Wm.  Shaw,  Mr. 
John  Girvan,  Mr.  G.  B.  L.  Motherwell,  W.S.,  and  Mi. 
John  MacAllister,  Mr.  MacLeod  concluding  by  assuring 
Mr.  Clyde  that  the  Society  would  never  forget  his  great 
kindness  at  coming  and  speaking  to  them  that  night, 
f  Applause.) 

Mr.  Clyde,  in  reply,  said  he  couJd  not  help,  in  the  few 
words  he  proposed  to  address  to  them,  commencing  with 
what  was  a  personal  note.  He  by  no  means  deserved  the 
encomium  which  it  had  pleased  Mr.  MacLeod  to  pronounce 
upon  him.  He  had  done  nothing,  but  if  he  had  any  merits 
it  was  due  to  the  fact  that  he  had  not  hesitated  to  work 
hard.  (Applause.)  They  knew,  he  thought,  it  was  Carlyle 
who  said  that  "genius  was  nothing  in  the  world  compared 
with  taking  infinite  pains."  He  (Mr.  Clyde)  had  no  pre- 
tence to  be  a  genius,  but  he  had  never  hesitated  and  never 
spared  the  taking  of  pains.  (Hear,  hear  and  applause.) 
He  was  well  satisfied  of  this,  that  they,  and  all  of  them, 
whatever  they  were,  if  they  did  not  spare  themselves  and 
took  plenty  of  pains  they  would  mount  very  high,  and  at 
all  events  they  would  have  their  definite  and  certain 
reward.  (Applause.)  There  was,  after  all,  a  limit  to  ons's 
power  of  thanks ;  nevertheless,  they  had  his  in  full 
measure.  He,  however,  was  only  one  of  the  galaxy  of  the 
guests  who  had  enjoyed  their  hospitality,  and  on  their 
behalf  also  he  would  like  to  return  in  the  warmest  of 
possible  tones  their  heartfelt  thanks.  (Applause.)  It  was 
on  the  young  men,  of  course,  that  the  future  rested,  and  it 
was  for  them  as  members  of  that  Students'  Society  to  see 
that  they  quitted  themselves  like  men.  (Applause.)  If 
he  were  to  judge  from  the  appearance  of  their  Society,  then 
there  was  every  promise  of  the  adequate  discharge  of  duty 
by  themselves,  and  on  behalf  of  their  guests  he  could 
assure  them  that  they  deeply  appreciated  their  kindness 
and  their  warm  and  generous  sentiments,  and  they  appre- 
ciated very  highly  the  honour  they  had  done  them  in  ask- 
ing them  as  guests  to  be  present  at  their  dinner  that 
evening.     (Applause.) 

Mr.  John  M.  MacEachern  afterwards  submitted  the  last 
of  the  toasts,  that  of  "The  Chairman,   Mr.  John  Mann, 
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Junr."  He  referred  to  the  deep  practical  interest  that  Mr. 
Mann  had  taken  in  the  Society,  adding  that,  in  no  small 
measure,  to  his  able  advice  and  willing  help  was  due  the 
success  of  the  Society.     (Applause.) 

Amid  the  singing  of  "He's  a  Jolly  Good  Fellow"  Mr. 
Mann,  Junr.,  rose  to  reply.  It  had  been,  he  said,  a  great 
privilege  and  honour  to  preside  that  evening.  He  spoke  with 
all  sincerity  when  he  said  he  addressed  them  with  some- 
what mixed  feelings.  He  was  a  "junior" — he  could  not 
deny  that  soft  impeachment ;  and  he  knew  it  was  their 
unanimous  wish  that  he  might  long  remain  a  junior.  (Hear, 
hear  and  applause.)  Mr.  Mann  referred  to  the  absence  of 
his  father — the  sole  surviving  original  member  of  the  Insti- 
tute— and  assured  the  Society  that  Mr.  Mann,  Senr.,  was 
still  keenly  interested  in  its  welfare.  That  large  gathering 
that  night,  the  Chairman  went  on  to  say,  was  an  indica- 
tion of  how  much  further  they  would  go.  The  Society  was 
not  going  to  stop— it  was  only  beginning  its  work. 
(Applause.)  It  had  shown  to  the  Institute  how  it  could 
be  done  by  a  gathering  of  that  kind,  and  he  heartily 
re-echoed  what  Mr.  Clyde  impressed  upon  them  in  such 
eloquent  words  that  the  social  side  of  their  professional 
work  was  one  which  it  behoved  them  all  to  encourage  to 
the  utmost  and  to  develop.  (Applause.)  He  trusted  that 
in  an  increasing  measure  the  Society  would  be  supported, 
and  in  conclusion  referred  to  the  efforts  of  the  Committee 
who  were  responsible  for  the  success  of  that  evening's 
function. 

The  company,  before  dispersing,  joined  in  singing 
"Auld  Lang  Syne." 


Personal. 


The  copartnership  of  Macmillan  &  McBain,  C.A., 
163  Hope  Street,  Glasgow,  of  which  Hugh  Macmillan  and 
James  Cowan  McBain  were  sole  partners,  has  been  dis- 
solved. Mr.  Hugh  Macmillan  will  continue  business  on 
his  own  account  within  the  same  office,  and  will  collect 
all  debts  due  to  and  discharge  all  debts  due  by  the  dis- 
solved firm.  Mr.  James  Cowan  McBain  will  continue 
business  on  his  own  account  in  other  chambers  at 
163  Hope  Street. 

Mr,  Hugh  Blair,  Chartered  Accountant,  aged  6i,  of 
15  Randolph  Crescent,  Edinburgh,  and  of  Radella,  North 
Berwick,  of  the  firm  of  Macandrew  &  Blair,  left  personal 
estate  valued  at  ;f55.97i- 

It  is  intimated  that  the  firm  of  Drummonds,  Martin  &  Co., 
Chartered  Accountants,  15  Queen  Street,  Edinburgh,  was 
dissolved  by  order  of  the  Court  of  Session  on  nth  July  1905, 
and  that  on  the  17th  November  1906,  Mr  John  Scott  Tait, 
Chartered    Accountant,    3    Albyn    Place,  Edinburgh,  y/^ 


appointed  judicial  factor  for  the  purpose  of  winding-up  the 
affairs  of  the  firm  and  dividing  the  proceeds. 


Scottish  General  Examining  Board. 


The  results  of  the  recent  half-yearly  examination  of  candi- 
dates by  the  General  Examining  Board  for  Scottish  Char- 
tered Accountants  have  now  been  announced,  and  are  as 
follows: — 

Preliminary  Examination  :-— 55  passed,  23  failed,  19  can- 
didates obtained  exemption  on  production  of  certificates  of 
the  Scotch  Education  Department  or  other  equivalent 
certificates. 

Intermediate  Examination  : — 36  passed,  48  failed. 

Final  Examination  : — 41  passed  or  completed  the  examina- 
tion, 17  passed  in  the  first  division  only,  one  in  the  second 
division  only,  and  41  failed. 

The  following  is  the  list  of  successful  candidates : — 

Final  Examination. — William  Anderson,  4  Murieston 
Road,  Edinburgh ;  George  Albert  John  Barron,  17  St. 
Bride's  Road,  Egremont,  Cheshire;  John  Boyd,  Junr. 
(Thomson,  Jackson,  Gourlay  &  Taylor),  24  George  Square, 
Glasgow ;  George  Slimman  Burden,  2  Windsor  Terrace, 
Dundee ;  John  Findlay  Carson  (Moores,  Carson  & 
Watson),  209  West  George  Street,  Glasgow ;  Thomas 
Cormack  (Brown,  Fleming  &  Murray),  175  West  George 
Street,  Glasgow ;  George  Morton  Cotton  (Howden  & 
Malleson),  8  York  Place,  Edinburgh ;  James  Graham 
Cram,  16  Euclid  Crescent,  Dundee ;  Richard  Sydney 
Field  (Dunn  &  Todd),  166  Buchanan  Street,  Glasgow; 
John  Ronald  Fleming  (A.  T.  Hunter),  66  Frederick  Street, 
Edinburgh  ;  John  David  Gatheral  (T.  A.  Craig),  139  St. 
Vincent  Street,  Glasgow ;  William  Guthrie,  Reid's  Villas, 
Stevenston,  Ayrshire ;  David  Henderson  (John  E.  Watson 
&  Son),  149  St.  Vincent  Street,  Glasgow ;  Malcolm 
Henderson  (Thomson,  Jackson,  Gourlay  &  Taylor), 
24  George  Square,  Glasgow ;  John  Henry  (McLay, 
McAlister  &  McGibbon),  94  Hope  Street,  Glasgow; 
David  Arthur  Houston  (McFarlane,  Hutton  &  Patrick), 
203  West  George  Street,  Glasgow) ;  George  Halcombe 
Lawrence,  17  Windsor  Street,  Edinburgh ;  James  Pritchard 
Lewis  (Macdonald,  Stewart  &  Stewart),  116  Hope  Street, 
Glasgow ;  Thomas  Alexander  Mackenzie.  24  St.  Andrew 
Square,  Edinburgh ;  Robert  Murray  Meikle,  64  Queen 
Street,  Edinburgh ;  Thomas  Ciombie  Mellis  (Thomson, 
McLintock  &  Co.),  149  West  George  Street,  Glasgow; 
Arthur  David  Prentice  Miller  (John  Mann  &  Son), 
142  St.  Vincent  Street,  Glasgow ;  James  Brown  McLeod 
(Grahams  &    Co.),    212    West    George    Street,  Glasgow; 
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William  Alexander  Mitchell  Murray  (Browa,  Fleming  & 
Murray),  175  West  George  Street,  Glasgow;  Thomas 
Nicol,  8  Glen  Eldon  Road,  St.  Anne's-on-the-Sea ; 
William  Alexander  Ogg,  77  Abergeldie  Road,  Aberdeen ; 
John  Peacock  (Mitchell  &  Smith),  59  St.  Vincent  Street, 
Glasgow;  Charles  Thomas  Fitzgerald  Pearson,  12  Eton 
Terrace,  Edinburgh ;  George  Alexander  Reid  (Moody, 
Stuart  &  Robertson),  22  Meadowside,  Dundee  ;  James  Flem- 
ing Robertson,  59  Marchmont  Road,  Edinburgh ; 
Laurence  Hope  Robertson  (Robertson  &  Brown),  59  St. 
Vincent  Street,  Glasgow ;  Edgar  Christian  Salvesen, 
58  Bath  Street,  Glasgow;  Thomson  Scott  (J.  B.  Rennett), 
81  Union  Street,  Aberdeen ;  William  Selkirk  (Macdonald, 
Stewart  &  Stewart),  116  Hope  Street,  Glasgow; 
Andrew  James  Smail,  28  Shandon  Crescent,  Edin- 
burgh;  Arthur  John  Smith,  22  Meadowside,  Dundee*, 
Ronald  Edward "  Smith,  Rhuemore,  Murrayfield ;  John 
Dick  White  Spence  (Hamilton  &  Macgregor),  34  Yoik 
Place,  Edinburgh  ;  Charles  Stewart  (David  Don),  104  Com- 
mercial Street,  Dundee;  James  Frederick  Stirling 
(T.  &  G.  B.  McKim  &  Cook),  149  St.  Vincent  Street, 
Glasgow;  John  Smith  Wells,  11  Duke  Street,  Edinburgh. 

Intermediate  Examination. — ^James  Anderson  (Adam 
Kerr),  154  St.  Vincent  Street,  Glasgow ;  Robert  Bell 
(Walker  &  White),  30  St.  Andrew  Square,  Edinburgh ; 
David  Buchanan,  Junr.  (McLay,  McAllister  &  McGibbon). 
94  Hope  Street,  Glasgow ;  Sidney  Morris  Cannon 
(Whyte  &  Williamson),  156  Union  Street,  Aberdeen; 
James  Houston  Cassels  (Reid  &  Mair),  40  St.  Vincent 
Place,  Glasgow ;  James  Bennet  Chisholm,  23  Thistle 
Street,  Edinburgh  ;  James  Thompson  Cook  (John  Mann  & 
Son),  142  St.  Vincent  Street,  Glasgow  ;  William  Coupar, 
24  St.  Andrew  Square,  Edinburgh ;  Frederick  Thorn 
Coutts,  24  St.  Andrew  Square.  Edinburgh  ;  Archibald  H^y 
Craig.  6  North  St,  David  Street,  Edinburgh ;  Norman 
William  Duthie  (Hourston  &  McFarlane),  112  Wellington 
Street,  Glasgow ;  David  James  Ferguson  (Stephen  M.  Rae) 
33  Commercial  Street.  Dundee ;  Donald  Brotchie  Forbe? 
(Paterson  &  Benzie),  121  St.  Vincent  Street,  Glasgow ; 
Robert  Ford  (Thomson,  Jackson,  Gourlay  &  Taylor) 
24  George  Square,  Glasgow ;  James  Cruden  Gray. 
Springbank,  Broughty  Ferr>' ;  Bernard  Hey  burn  (G.  A. 
Touche  &  Co.),  Basildon  House,  Moorgate  Street, 
London,  E.C. ;  George  Ingles,  18  St.  Andrew  Square. 
Edinburgh ;  Robert  Smith  Kirkland  (Mackie  &  Clark) 
124  St.  Vincent  Street,  Glasgow ;  Robert  John  Lya' 
(Greenhill  &  Clapperton),  6a  George  Street,  Edinburgh ; 
Garden  Smith  Menzies  (James  Milne  &  Co.),  160  Union 
Street,  Aberdeen;  Alexander  Horsburgh  Merriles. 
17  Archibald  Place,  Edinburgh ;  Dugald  Stuart  McGregor 
(Walter  k  W.  B.  Galbraith),  87  St.  Vincent  Street, 
Glasjow ;  William   David   McGregor   (Moores,    Carson  & 


Watson),  209  West  George  Street,  Glasgow  ;  Thomas  Adair 
Mackie  (Moore  &  Chrystal),  219  St.  Vincent  Street, 
Glasgow;  Arthur  Lang  McKillop  (Grahams  &  Co.) 
212  West  George  Street,  Glasgow;  James  Martin 
Mactaggart  (John  Parker  &  Son),  89  West  Regent  Street, 
Glasgow ;  John  Pirie  (Davidson,  Workman  &  Gilchrist), 
190  West  George  Street,  Glasgow ;  Alexander  Reid 
(Munxo  &  Norton),  20  Lawrence  Lane,  London,  E.C. ; 
Thomas  Mayne  Reid  (Walter  &  W.  B.  Galbraith).  87  St. 
Vincent  Street,  Glasgow ;  Charles  Frederick  Ritchie, 
II  Reform  Street,  Dundee;  Allan  Brown  Stewart 
(McOmish  &  Arthur),  79  West  Regent  Street,  Glasgow ; 
William  Dunbar  Taylor  (Chiene  &  Tait),  3  Albyn  Place, 
Edinburgh ;  John  George  Thomson  (Walker  &  Marwick), 
163  Hope  Street,  Glasgow ;  Alexander  Wallace  (T.  &  G. 
Rorie),  13  Albert  Square,  Dundee ;  David  Wilson  (Aitken 
&  Ramsay),  65  Bath  Street,  Glasgow ;  James  Wood, 
33  Charlotte  Square,  Edinburgh. 

Preliminary  Examination. — ^James  Anderson,  8  Buchanan 
Terrace,  Paisley ;  John  Bryce  Barr  (Wilson  &  Nelson), 
135  Wellington  Street,  Glasgow ;  George  Barran,  Oifton 
Bank,  Dalkeith  Road,  Dundee ;  James  Allan  Gray  Bishop, 
30  York  Place,  Edinburgh ;  James  Bremner,  6  Cobden 
Road,  Edinburgh ;  Robert  Rainie  Brewis,  Killiney, 
Colinton ;  John  Cameron,  51  St.  Vincent  Crescent, 
Glasgow ;  Charles  Russell  Stewart  Chedbum,  4  King's 
Gate,  Aberdeen ;  Richard  Dinwoodie  (P.  G.  Irvine), 
144  St.  Vincent  Street,  Glasgow ;  Robert  Preston  Donald- 
son, Hawthorn  Bank,  York  Road,  Trinity ;  Hugh  Steel 
Murdoch  Duncan  (Ferguson  &  Vost),  108  Hope  Street, 
Glasgow ;  Daniel  Abernethy  Dunn  (Gibson  &  Anderson), 
124  St.  Vincent  Street,  Glasgow;  Alexander  William 
Elmslie,  96  Fountainhall  Road,  Aberdeen ;  Joseph 
Esterson,  142  St.  George's  Road,  Glasgow;  James  Flett 
(Hardie  &  Rowan),  13  Hamilton  Street,  Greenock; 
James  Crichton  Eraser,  18  Park  Road,  Leith ;  David  Scot- 
land Fyfe  (Carswell,  Murray  &  Lauder),  60  St.  Vincent 
Street,  Glasgow ;  Arthur  Gilmour  (Alexander  Arthur), 
40  West  Nile  Street,  Glasgow ;  John  Graham  Girdwood 
(J.  Wyllie,  Guild  &  Scott),  116  Hope  Street,  Glasgow; 
George  William  Harvey  (Rankin  &  Milwain),  133  St. 
Vincent  Street,  Glasgow;  George  Grant  Hogg  (Nairn, 
Bowes  &  Craig),  203  West  George  Street,  Glasgow ; 
Joseph  Johnson,  Junr..  Tweed  Villa,  Buchanan  Drive, 
Cambuslang ;  Laurance  Arthur  Ker,  6  Belgrave  Terrace, 
Glasgow ;  James  Lillie,  3  Albany  Street,  Edinburgh ; 
Alexander  Taylor  Logan  (Thomson  &  Jackson),  33  Ren- 
field  Street,  Glasgow ;  Reginald  Ross  Marshall  (A.  Herbert 
Brown),  180  Hope  Street,  Glasgow ;  Sidney  Howard 
Mearns,  81  Cairnfield  Place,  Aberdeen ;  Stanley  Gemmell 
Millar  (Macdonald,  Stewart  &  Stewart),  116  Hope  Street, 
Glasgow ;    Robert    Goldie    Miller    (Paterson    &    Benzie), 
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121  St.  Vincent  Street,  Gla^ow;  James  Robertson  Milne, 
Heathcote,  Juniper  Green  ;  James  MacLean  Muir  (Hardie 
&  Grieve),  157  St.  Vincent  Street,  Glasgow;  Alexander 
Monro  (James  Meston  &  Co.),  6  Golden  Square,  Aberdeen  ; 
Duncan  McDonald  (William  McCallum),  128  Hope 
Street,  Glasgow;  William  McDougall,  156  Hyndland 
Road,  Kelvinside,  W.  Glasgow;  Andrew  Kenneth 
MacEwan,  Allan  Park  Lodge,  Stirling ;  Roderick 
MacLennan,  Eversley,  Beaufort  Road,  Inverness ;  John 
McLeod  (Dunlop  &  Murray),  188  St.  Vincent  Street, 
Glasgow;  William  Rigg  McMenan,  Kilmarnock  House, 
Kilmarnock ;  Hector  Loring  McNeill  (McClelland,  Ker  & 
Co.),  115  St.  Vincent  Street,  Glasgow;  Aubrey  O'Hanlon, 
38  Madeira  Street,  Leith ;  William  Osborne,  Junr., 
58  Eglinton  Street,  Beith ;  Robert  John  Ritchie  Paterson 
(Turner  &  Houston),  173  St.  Vincent  Street,  Glasgow; 
Gilbert  Duncan  Ritchie,  Viewbank,  Dudhope  Terrace, 
Dundee ;  Arthur  Lockhart  Robertson,  14  Braid  Crescent, 
Edinburgh  ;  David  Brown  Robertson  (Walter  &  Marwick), 
163  Hope  Street,  Glasgow ;  Alfred  Eaton  Robinson, 
34  Burnbank  Gardens,  Glasgow ;  David  Liddell  Rossini 
(Thomas  M.  Campbell),  225  St.  Vincent  Street,  Glasgow ; 
Alfred  Smibert  (Hodge  &  Smith),  14  Queen  Street,  Edin- 
burgh ;  Thomas  Stirling,  North  Bank,  Colston,  Bishop- 
brigga;  William  Wallace,  368  Main  Street,  Bridgeton, 
Glasgow;  Robert  Haddow  Weir,  Fauldhead,  Woodilee, 
L«nzie,  near  Glasgow ;  George  Sydney  West,  27  Broom- 
hill  Terrace,  Partick,  W.  Glasgow. 

The  following  were  held  exempt  from  the  Preliminary 
Examination  on  production  of  certificates  of  the  Scottish 
Education  pepartment,  or  other  equivalent  certificates  :  — 
James  Charteris  Burleigh  (Rankin  &  Milwain),  133  St. 
Vincent  Street,  Glasgow;  William  Crawford  Currie 
(David  Strathie  &  Co.),  162  St.  Vincent  Street,  Glasgow; 
James  Orr  Galloway  (Grahams  &  Co.),  212  West  George 
Street,  Glasgow ;  William  Glendinning  (McLean,  Brodie  & 
Forgie),  22  Renlield  Street,  Glasgow ;  Charles  George 
Anderson  Gordon  (McLean,  Brodie  &  Forgie),  22  Renfield 
Street,  Glasgow ;  John  Grant  (Thomson,  Jackson,  Gourlay 
&  Taylor),  24  George  Square,  Glasgow;  Edward  McDowall 
Scott  Houston  (Paterson,  Newlands  &  Co.),  105  West 
George  Street,  Glasgow ;  Archibald  George  Auldjo 
Jamieson  (Lindsay,  Jamdeson  &  Haldane),  24  St.  Andrew 
Square,  Edinburgh ;  Thomas  Johnstone  (Aikman  &  Glen), 
107  St.  Vincent  Street,  Glasgow ;  Douglas  Keith  (Mackay, 
Irons  &  Co.),  22  Meadowside,  Dundee ;  Hugh  Muir  Law- 
son  (Findlay,  Kidston  &  Goff),  102  Hope  Street,  Glasgow ; 
Herbert  Ix>dge  (McClelland,  Ker  &  Co.),  115  St.  Vincent 
Street,  Glasgow;  Arthur  Patrick  Love  (McFarlane, 
Hutton  &  Patrick),  203  West  George  Street,  Glasgow; 
Frank  Walter  McDowall  (George  B.  McKean),  141  St. 
Vincent  Street,  Glasgow;  Robert  McNae  (Robert  Hemp- 


hill), Johannesburg,  Transvaal  Colony,  South  Africa; 
Robert  C.  Ross,  Aberdeen  ;  George  Brown  Service  (Brodie 
&  McMorland),  156  St.  Vincent  Street,  Glasgow; 
Thomas  William  Torrance  (William  Martin),  3  Clifton 
Terrace,  Edinburgh ;  Fergus  Smith  Wilson  (R.  F. 
Cameron),  i  Exchange  Place,  Inverness. 


The  Accountant  of  Court's  Report. 


The  report  by  the  Accountant  of  Court  (Mr.  J.  Campbell 
Penney)  to  the  Lord  President,  the  Lord  Justice-Clerk,  and 
the  other  Judges  of  the  Court  of  Session,  on  the  state  of 
judicial  factories,  sequestrations,  and  cessios  falling  under 
his  supervision,  in  compliance  with  the  T8th  Section  of  the 
Judicial  Factors  (Scotland)  Act,  1849,  and  the  i6oth  Section 
of  the  Bankruptcy  (Scotland)  Act,  1856,  from  31st  December 
1904  to  31st  December  1905,  has  been  issued. 

During  the  year  there  were  lodged  in  his  office  : — 59  bank 
consignation  receipts,  for  sums  amounting  in  all  to 
/ 1 72,842  19s.  5d. ;  94  bonds  under  the  Judicial  Factors 
(Scotland)  Act,  1849 ;  8  bonds  under  the  Bankruptcy  Act, 
1856  (Section  164) ;  149  bonds  under  the  Judicial  Factors 
(Scotland)  Act,  1880 ;  77  bonds  under  the  Judicial  Factors 
(Scotland)  Act,  1889 ;  9  other  cautionary  bonds.  Note.—0( 
the  396  bonds  lodged,  136  were  by  guarantee  companies. 
Five  inventories  of  estates  under  the  Guardianship  of  Infants 
Act,  1886 ;  and  3  applications  by  testamentary  trustees  for 
supervision  of  their  accounts  under  order  of  the  Court. 
During  the  year  the  Accountant  had  before  him,  under 
remit  from  the  Court,  235  applications  for  discharge  of 
judicial  factors,  and  2  special  remits,  and  he  reported  on  91 
applications  for  special  powers  and  76  applications  for 
restriction  of  caution.  The  number  of  factory  accounts 
audited  and  reported  on  was  2,052.  The  value  of  the  move- 
able property  under  the  Accountant's  supervision  amounts 
to  ;f 5, 640. 5 1 6,  and  the  heritage  at  an  average  of,  say,  22j^ 
years'  purchase,  ;f3,6o3,4i9,  a  total  of  ;f9,243,935. 

There  are  21  testamentary  estates  supervised  by  the 
Accountant,  and  the  funds  exceed  /i, 940,000.  Duriag  the 
year  /46,395  19s.  3d.  of  consignations  have  been  uplifted  by 
orders  of  the  Court,  and  at  31st  December  1905  there  were 
102  consignation  receipts  in  the  Accountant's  custody, 
amounting  in  all  to  :f  132, 638  12s.  lod.  In  terms  of  the 
Court  of  Session  Consignation  Act,  1895,  there  have  been 
handed  over  to  the  King's  Remembrancer  during  the  year 
consignation  receipts  for  sums  amounting  to  /199  5s.  3d., 
making  the  total  amount  paid  to  Exchequer  (including  the 
balance  of  funds  in  hand  in  1899)  ;f  46,059  2s.  2d. 

He  further  reports  that  there  were  278  sequestrations 
awarded  during  1905,  and  8  reopened,  while  275  were  wound 
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op,  and  that  the  number  in  dependence  at  31st  December 
1905  was  3,952.  In  the  sequestrations  wound  up  during  the 
year  the  gross  receipts  amounted  to  ;^3 11,491,  and  the  debts 
to  jf 821. 092.  The  Accountant  concurred  in  15  sales  of 
heritable  property  by  private  bargain,  and  made  53  special 
reports  on  applications  for  discharge.  Discharges  were 
granted  to  246  trustees  and  112  bankrupts.  The  amount  of 
consignations  in  bankruptcy  cases  in  the  Accountants* 
custody  at  31st  December  1905  was  ^4,669  17s.  3d.  There 
was  consigned  during  the  year  ^599  15s.  3d. ;  uplifted, 
^9  2s.  8d. ;  and  handed  over  to  the  King's  and  Lord 
Treasurer's  Remembrancer,  / 1,535  los.  9d.  (making  the 
total  amount  paid  to  Exchequer  :f  7,254  9s.  8d.) 

The  number  of  cessios  reported  to  the  Accountant 
daring  1905  was  159.  In  the  77  cessios  wound  up  by  division 
of  funds  during  the  year  the  gross  receipts  amounted  to 
/lo.Toi,  and  the  debts  to  ^28,021 .  The  Accountant  granted 
116  certificates  of  discharge,  and  made  16  special  reports. 


Obitaary. 


The  death  took  place  of  Mr.  George  Harry  Rimer,  C.A., 
at  28  Summerland  Mansions,  Muswell  Hill,  on  the  19th 
ult.,  at  the  age  of  53  years.  He  joined  the  Edinburgh 
Society  of  Accountants  in  1889. 


The  Profession  in  Ireland. 


Belfast  Society  of  Chartered  Accoantants. 


For  some  time  there  has  been  a  feeling  among  the 
Chartered  Accountants  of  Belfast  that  something  should 
be  done  to  provide  facilities  for  accountant  students  by 
asssbting  them  in  their  studies,  and  also  to  bring  the  members 
of  the  profession  into  closer  touch  with  each  other  for  the 
discussion  of  professional  subjects,  the  promotion  of  personal 
acquaintance,  and  uniformity  of  practice. 

The  great  majority  of  Chartered  Accountants  of  Belfast 
are  members  of  the  Institute  of  Chartered  Accountants  in 
Ireland,  and  with  the  growth  of  that  city  they  now  con- 
stitute more  than  50  per  cent,  of  that  Institute.  The 
Institute  has  its  head-quarters  in  Dublin,  where  a  library 
exists,  bat  distance  prevents  this  being  of  use  to  the  bulk  of 
tbe  members  resident  in  Belfast. 

Under  these  circamstances  a  movement  was  set  on  foot 
about  the  middle  of   1906  to  form  a  Belfast  Society  of 


Chartered  Accountants,  and  on  representation  being  made 
to  the  Institute  in  Dublin  a  substantial  grant  was  most 
kindly  voted  from  its  funds  towards  this  purpose. 

On  4th  December  1906  a  meeting  of  Chartered  Accountants 
and  students  was  held,  when  rules  were  adopted,  and  the 
Society  constituted. 

A  regular  meeting  of  the  Society  was  held  on  the  evening 
of  3rd  January  1907,  in  Kingscourt,  Wellington  Place. 

At  this  meeting,  which  was  well  attended,  it  was  reported 
that  the  great  majority  of  the  Chartered  Accountants  and 
students  in  Belfast  had  signified  their  intention  of  joining 
under  the  rules  which  had  been  drawn  up.  The  rules 
provide  that  the  Belfast  members  of  the  Council  of  the 
Irish  Institute  shall  be  ex-officio  members  of  the  Committee 
of  the  Belfast  Society,  and  that  to  them  shall  be  added  an 
equal  number  of  Belfast  Chartered  Accountants. 

One  peculiarity  of  this  Society  is  that  its  rules  permit  of 
members  of  any  body  of  Chartered  Accountants  in  the 
United  Kingdom  joining. 

The  following  were  duly  elected  Office  Bearers  and 
Committee  for  the  year  1907: — 

Chairman — Martin  Shaw,  F.C.A. 

Vice-Chairman — John  McCullough,  F.C.A. 

Hon.  Treasurer — William  Fitzsimons,  F.C.A. 

Hon.  Secretary— A.  H.  Muir,  F.C.A. 
Edward  Bailey,  F.C.A.        H.  B.  Brandon,  F.C.A. 
Martin  E.  Lynas,  A.C.A.     John  E.  Magill,  F.C.A. 
Samuel  Smyth,  A.C.A.         Robert  Welsh,  F.C.A. 

An  opportunity  was  also  given  to  the  students  to  discuss 
among  themselves  how  the  Society  could  be  made  most 
useful  to  them. 

The  nucleus  of  the  Library  already  exists,  and  a  convenient 
hall  has  been  obtained  for  meetings. 


The  Coknhill  Magazine  for  January  contains  the  customary 
instalment  of  "  FrUulein  Schmidt  and  Mr.  Anstruther,"  by  the 
author  of  "  Elizabeth  and  her  German  Garden,"  while  Mr. 
A.  E.  W.  Mason  begins  a  new  novel  entitled  "  Tbe  Broken  Road." 
Mr.  George  W.  E.  Russell  contributes  a  study  of  "  Lord  Beacons- 
field's  Portrait  Gallery."  Professor  H.  H.  Turner,  of  the  Royal 
Observatory,  writes  on  "  Greenwich  Time."  Dr.  Andrew  Wilson 
graphically  explains  the  latest  theories  "About  Opsonins." 
Mr.  C.  A.  Benson  sets  forth  "  An  Old  Parson's  Day  Book,"  and 
Mr.  Andrew  Lang  treats  of  "  Border  History  versus  Border 
Ballads."  Short  stories  are  **  The  Sandflies,"  by  Sir  George 
Scott,  K.C.I. E.,  and  "The  Boiled  Owl,"  by  Mr.  Laurence 
Housman.  while  poetry  is  represented  by  Miss  Jane  Barlow's 
story  in  verse  '•  The  Foreseer,"  and  '*  A  Christmas  Legend,"  by 
F.  S. 
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Income-Tax  Reform. — To  this  month's  Financial  Review  of 
Reviews  Sir  Thomas  P.  Whittaker  contributes  an  important  article 
on  the  subject  of  the  proposed  new  income-tax.  The  article  has 
special  sigaificancs  because  it  was  Sir  Thomas  Whittaker's 
report  which  the  Select  Committee  on  the  Income-tax  adopted, 
and  the  Financial  Review  of  Reviews  is  to  be  congratulated  on 
obtaining  what  is  to  a  great  extent  a  supplementary  report  in  the 
shape  of  an  article  showing  how  the  Committee's  income- 
tax  proposals  will  work  out  in  practice.  Curiously  enough,  the 
essay  which  wins  the  twenty-guinea  prize  offered  by  the  Review 
each  month  is  on  "  Discounting  the  Death  Duties."  Other 
articles  discuss  in  a  practical  way  various  phases  of  investment, 
and  although  the  Review  is  creating  quite  a  new  departure  by 
making  a  feature  of  political- financial  discussions,  by  prominent 
public  men.  it  still  maintains  the  excellence  of  its  articles  on 
sound  investment. 


Bank  Kate  of  SDtscount 


Oct.  igth  1906        6% 


Cassell's  Magazine  for  January  1907  contains:  "  The  Art  of 
Joseph  Farquharson,  A.R.A.,"  by  Rudolph  de  Cordova,  illustrated 
with  pictures  by  the  artist ;  "  The  Dice,"  a  complete  story,  by 
Perceval  Gibbon  ;  "  Mischa  Elman,"  with  special  portraits;  "  An 
Incident  of  the  Night,"  by  W.  G.  Yarcott,  illustrated  by  Lawson 
Wood ;  "  Through  the  Magic  Door,"  second  article,  by  Sir 
A.  Conan  Doyle ;  "  Tomlin,"  a  complete  story,  by  Owen  Oliver, 
illustrated  by  Arthur  Buckland ;  "  Biography  by  Anecdote," 
illustrated  with  portraits  of  the  Speaker  and  Mr.  Labouchere; 
"  Sir  Harry  H.  Johnston,  G.C.M.G.,"  a  portrait;  "  Adventures  in 
Uganda,"  by  Sir  Harry  H.  Johnston ;  "  The  Story  of  the  Co- 
operative Movement,"  by  Richard  Whiteing";  "Worry:  The 
National  Disease.  I.— The  Consequences  of  Worry,"  by  Dr. 
Saleeby;  "The  Man  who  was  Dead,"  serial  story.  Chapters 
VI.— IX.,  by  A.  W.  Marchmont,  illustrated  by  F.  H.  Townsend  ; 
"  Other  People's  Humour  "  ;  "  Second  Thoughts,"  by  the  Editor ; 
'•  Looking  Forward,"  &c.  &c. 
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of  a  Trust " 41 

CORRBSPONDENCB  AND  ENQUIRIES  : 

Registration  for  the  Profession- Income-Tax  on  Bank  Interest. .  42 

Life  Tenant  and  Remainderman —Examination  Gems 43 

Miscellaneous  : 

The  Institute  of  Chartered  Accountants  in  England  and  Wales  43 

List  of  Successful  Candidates 69 

Kingston-upon-HuU  Chartered  Accountants  Students'  Society.— 
"Graduation  of  Income-Tax:  To  what  extent  is  it  Expedient 

and  Practicable  ? "  by  Mr.  C.  E.  Isaacs  44 

The  Constitution  of  the  Bank  of  England    51 

Personal— Reviews 53 

Failures  and  Bills  of  Sale  in  England  and  Wides    54 

Failures  1906 55 

Bank  Rate  of  Discount 68 
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Obituary 67 
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Tblbphomb  No.  fill  Central.     34  Moorgatb  Strbbt,  London,  B.C. 


Phi  Accottntakt  is  printed  aad  pablished  in  time  for 
Fridaj  Evening's  Mail. 


TERMS  OF  SUBSCRIPTION  (payable  in  advmue). 

Per  annum,  post  free  (United  Kingdom)  ...    £1    4 

s,  M         (Foreign     and     Colonial)       i    6 

RATES    FOR   ADVERTISEMENTS. 

Prospectntea  and  Companj  Notices,  per  page ...    £$    o 

I  Half-page  Adyertisement      3    o 

Qaarter-page  Advertisement  i  15 

Frade  Notices,  per  inch      o    5 

Unction  Sales,  ftc,  per  line o    o 

Partnerships,  Situations  vacant  [Prepaid  Rate]— 

IHtiJTwwt  charge  for  3a  words        o    s 

Per  liae  afterwards        •    • 


The  Chartered  flccountants' 
Benevolent  association. 

President : 

B.  WATBRHOUSB,   Bsq. 

Treasurers : 

J.  DIX  LEWIS,  Esq. 

F.    W.    PIXLEY,    Esq. 

GERARD  VAN  DE  LINDE,  Esq. 

Bankers : 

WILLIAMS   DEACON'S  BANK,  LIM. 


Moorgatb  Placb, 
London,  B.C. 


GEORGE    COLVILLE, 

Secretary, 


£)uring  the  year  ended  31st  March  1906,  Relief  was 
granted  in  29  cases  to  the  amount  of  ^876  7s.  6d. 

J^onations  and  Annuities  to  necessitous  Members 
are  paid  only  out  of  the  net  Income  received  from 
Annual  Subscriptions  aAd  Investments. 

^11  Donations  and  Legacies  are  invested. 

^embers  of  the  Institute  of  Chartered  Accountanu 
are  earnestly  requested  to  become  Members  of 
the  Association. 
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INSTITUTE    OF    CHARTERED    ACCOUNTANTS. 


LIST   OF   SUCCESSFUL   CANDIDATES. 

At  the  EXAMINATIONS  held  in  NOVEMBEE  and  DEOEMBEB  1906. 

PRELl/niNARY    EXAMINATION. 


Candidates  who  obtained  a  certain  number  of  marks,  in  Order  of  Merit) 
Name 


Hawlby»   H.,   Fenton, 

Stafiis.  (Piiee) 
GOLDNEY,   G.   G.    P., 

Bedford 
JoByE.  D.,  Hampton  Hill 

Etchells,  E.  S..  Penrith 

Olivant,  H.  F..  Sheffield 

rPECKET,    H.   C. 

I  Scarborough 

.  TURVILLE,  F.  P.. 

\  Birmingham 


Where  educated 

Newcastle  Middle  School 

Bedford  Grammar  School 

Pembroke    House    School, 

Hampton-on-Thames 
Appleby  Grammar  School, 

Westmoreland 
King  Edward  VII.  School, 

Sheffield 
Scarborough  Municipal 

School 
King  Edward's  Grammar 
School,  Birmingham 
Lowndes.  G.  M.,  Chester      Liverpool  College  Upper 

School 
Alexander,  H.  G.,  Sedbergh  School 

Rock  Ferry 
Fox.  R..  Wirksworth  Trent  College 

Hodgson,  A.  S.,  Ghyll  Bank  School, 

Whitehaven  Whitehaven 

Nutting,  A.  F.,  Eastbourne    Sherborne  School 
Trenow,  G.  F  ,  Epping  Sutton  Valence  School 

(In  alphabetical  order) 

Alexander,  H.  S.,  Hymer's  College,  Hall 

Hornsea,  East  Yorks. 
Allen.  R.  W.,  London  Eastbourne  College 

Armstrong.  E.,  Farnworth    Famworth  Grammar 

School 


Barratt,  H.,  Leicester 
Beddow,  L.  T.,  London 


Kibworth  Grammar  School 
Priory  House  School, 

Clapton  Common 
Bbttkrton.  J.  S.,  King  Edward's  Grammar 

Birmingham  School 

Blsakley,  J.  K.,  Urmston      Royal  Masonic  School, 

Bushey,  Herts. 


Nauie 


(In  alphabetical  order) 

Where  educated 


Brockbank,  S.  R.,  Bolton 
Bromhead,  C.  D., 

Plymouth 
Bryan,  E.  R.,  Leicester 
Burgess,  H.  S.,  Hamburg 
Burman,  F.  S.,  Manchester    Rossall  School 
Butler,  F.  W.,  Weybridge    Charterhouse  School 


Bedford  Grammar  School 
Bristol  Grammar  School 

Mill  Hill  School 
Bolton  Church  Institute 


Cartwright,  G.,  Mayfield  Xaverian  College,  Mayfield 
Cawood,  H.  J.  L.,  Sheffield  Tides  well  Grammar  School 
Chambers,  H.  T.,  Liscard      Gresham's    School,    Holt, 

Norfolk 
Charlton,  F.,  Jarrow  Skerry's  College 

Clarry,  N.  a.,  Llandaff         Cardiff  Intermediate  Boys' 

School 
Clegg,  T.  H.,  Nelson  Nelson  Technical  School 

Clough,G.  W.,Gildersome,    Modern  College,  Harrogate 

near  Leeds 
Cobbett,  M.  R.,  Richmond,    Bradfield  College 

Surrey 


Cochrane,  G.,  Chester 
Colli NGE,  B.,  Burnley 

Collins,  H.  E.,  London 
Corbbtt,  C.  B., 

Birmingham 
Cracknell,  C.  G.  R., 

London 

Davenport,  G.,  Burnley 
Davis,  I.  H.,  London 

Dunn,  F.  S.,  Stratford-on- 
Avon 

EcKERSLEY,  J.  W.,  Salford 

Ell  WOOD,  W.  C,  London 
Emery, 
stone 


College  School,  Chester 
St.  Andrew's  School, 

Burnley 
Roan  School,  Greenwich 
King  Edward's  School, 

Birmingham 
St.  Peter's  College, 

Westminster 
Burnley  Grammar  School 
South- Western  Polytechnic, 

Chelsea 
Christ's  Hospital 


Manchester  Municipal 

Secondary  School 
Private  Tuition 


H.    R.,     Ley  ton-    King's  College 
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PRELIMINARY  BXAIAWATION— continued. 

(In  alphabetical  order) 


Name 

Gill,  H.  C.  Manchester 
Gill,  R.  M.  F.,  Darnall 
GoDDARD,  C.  S.,  London 
GooDCHiLD,  W.  H.,  London 
Goodwin.  J.  L.,  Woodford 

Green 
Goodwin,  W.  L.  B., 

London 
GowERs,  W.  B.,  Sheffield 

Grigson,  W.  T.  S.,  London 

Hasblbr,  M.  N., 

Birmingham 
Haynbs,  p.,  Liverpool 

Hellowell,  J.  W., 

Pudsey,  near  Leeds 

HiNCHLIFFE,  C.  E., 

Mytholmroyd,  Yorks 
Holm  AN,  W.,  London 
Hughes,  H.  T..  Llandudno 

Johns.  W.  F.,  Fleetwood 

Johnson,  H.  R.  B.,  Derby 
Joseph,  £.,  Birmingham 

Kent,  L.,  Newcastle-upon- 
Tyne 
Kerfoot,  E.  M.,  Preston 

Lambert,  W.  G.  C,  New- 
castle-upon-Tyne 
Laws,  C.  W.,  London 

Lloyds,  W.  C.,  London 

Maile,    W.    S.,    Dedham, 

Essex 
Martin,  A.,  Redhill,  Surrey 
Mills,  F.  H.,  Stretford 

MiTCHELMORE,  L.  E.  Q., 

Goring-on-Thames 
Moss,  S.  H..  Ilkeston 

Moss,  V.  A.,  London 

Newberry.  F.  W., 

Billericay 
NiCHOLL,  E.,  Halifax 


Where  educated 

Chorlton  Grammar  School 
Central  Secondary  School 
Dover  College 
Merchant  Taylor's  School 
Bancroft  School,  Woodford 

Owen's  School,  Islington 

King  Edward  VII.  School, 

Sheffield 
WeUington  College 

Atherstone  Grammar 

School 
Liverpool   College    (Middle 

School) 
Fulneck  School 

Sandringham  School 

Shebbear  College,  Shebbear 
Llandudno  County  School 

Baines'    Grammar    School, 

Poulton-le-fylde 
Bedford  County  School 
West  House  School, 

Edgbaston 

Skerry's  College 

Hutton  Grammar  School 

St.  Cuthbert's  College, 

Worksop  I 
Hillmarton  College,  | 

Camden  Road,  N.  > 
London     Orphan    Asylum, 
Watford 

Blundell's  School,  Tiverton 

Bath  College 
Private  Tuition 
Bath  College 


Grammar  School, 

Loughborough 
Clifton  College,  Bristol 

Friend's  School. 

Safifron  Walden 
Private  Tuition 


I 


Name 
Pbgg.  C,  Thornton  Heath 

Penn,  T.,  Fen  ton 
Phillips,  E.,  London 
PooLEY,  W.  L.,  London 
Pye,  R.  G.,  London 

Radley,  E.  H.,  Congleton 
Rex,  a.  M.,  London 
Roberts,  H.  B.,  Bedford 

Saunderson,  S.  a., 

Biggleswade 
Sell,  C.  H.,  London 
Skipton,  L.  B.,  Whitchurch, 

near  Cardiff 
Smart,  R.  S.,  Peterborough 

Smedley.  W.  H.,  Belper 
Smith,  A.,  Whitehaven 

Steel,  C.  S.,  Leeds 
Stephens,  E.  S.,  London 
Stuart,  C.  N.  M.,  London 
Swales,  A.,  Leeds 


Taylor.  H.,  Sandiacre 

Thomas,  H.,  Stockport 

TWEEDALE.  C.  M., 

Wilmslow 

Watkins,  B.  N., 

Shrewsbury 
Way,  D.  C,  Thame,  Oxon 
Wheatley,  H.  H.,  Hull 
While.  C.  R.,  Sheffield 
Whiting,  A.,  Birmingham 

Williams,  C.  B.,  Owestry 
WiLLMOT,  H.  G., 

Birmingham 

Wood,  E.  H.,  Harrogate 

Young,  G., 

Nailsworth,  Glos. 


Where  educated 

Whitgift  Grammar  School, 

Croydon 
Private  Tuition 
Clark's  College,  HoUoway 
Haileybury  College 
Harlesden  College 

Trent  College,  Long  Eaton 
Highgate  School 
The  Army  School, 

Stratford-on-Avon 

Ebor  School,  Bexhill 

Dulwich  College 
Monkton  House  School, 

Cardiff 
Deacon's  School. 

Peterborough 
St.  Helen's  School,  Derby 
Ghyll  Bank  School, 

Whitehaven 
Horst  College,  Harrogate 
Highgate  School 
Private  Tuition 
Hanson      Higher     Grade 
School.  Bradford 

De  Aston  School. 

Market  Rasen 
Manchester  Central  Board 

School 
Malvern  College 


Wellington  College 

Reading  School 
Hull  Grammar  School 
Wesley  College,  Sheffield 
The  Grammar  School, 

Hands  worth 
Grammar  School,  Oswestry 
Gower  Street  Council 

School, 
Aston,  Birmingham 
Sedbergh  School 


Wycliffe  College, 


Stonehouse 


54  Candidates  failed  to  satisfy  the  Committee. 
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INTERMEDIATE  EXAMINATION. 


(Candidates  who  obtained  a  certain  number  of  marks,  in  Order  of  Merit) 

Ward.  H.  B.   (Institute  Prise  and  Robert  Fletcher  Prize), 

(£.  Haxt),  London 
Jones,  A,  E.  (W.  J.  Glass),  Liverpool 
Greknslade,  C.  F.  a.  (W.  V.  Jenkins),  Bristol 
Foster,  A.  J.  (F.  W.  Lord),  London 
Burn.  H.  H.  {A.  H.  S.  Glen  ton),  Newcastle-upon-Tyne 
Gill,  M.  L.  C.  (E.  Hobbs),  London 

iOHNSTON,  R.  H.  (R.  Muras).  Wolverhampton 
[night,  R.  J.  (B.  S.  Dunn),  London 
ToMPSON,  C.,  B.A.,  LL.B.  (H.  F.  Kemp),  London 
EwBANK.  W.  F.  (E.  M.  Ormrod),  Liverpool 
Dawson,  J.  A.  (J.  J.  Saint),  Carlisle 
Smith,  A.  R.  (R.  G.  Longcroft,  LL.B.),  London 
j  Brown,  H.  T.  (W.  E.  Mounsey).  Liverpool 
(Atkinson,  H.  G.  (J.  J.  Campbell),  Hull 
English.  C.  R.,  B.A.  (L.  Maltby),  London 
Howell,  H.  G.  (A.  Akenhead),  Cardiff 

*  (In  alphabetical  order) 

Alabone.  v.  S.  (B.  T.  Norton),  London 
Atkinson,  H.  N.  (C.  H.  Beevers),  Leeds 

Backhouse,  H.  E.,  B.A.  (F.  McBain),  Middlesbrough 
Baddelbv,  L.  K.  (E.  W.  Rowe),  London 
Ball,  B.  D.  G.  (H.  A.  Deed),  London 
Barbour,  G.  H.  (T.  Vasey),  South  Shields 
Beadle,  P.  D.  (A.  E.  M.  Davis),  London 
Bell.  A.  H.  (F.  O.  Grant),  London 
BicKLBY.  W.  A.  (A.  Page),  London 
Birtwhistle.  C.  H.  (E.  H.  Drury),  Hull 
Bond,  J.  A.  (T.  H.  Crane),  Southport 
Bowdxn,  E.  M.  (F.  W.  Le  B.  Lean),  London 
Bradford.  J.  P.  (A.  W.  Sully),  London 
Braybrooks,  F.  J.  (F.  C.  Goodman),  London 
Brown,  P.  K.  (A.  L.  Honey),  Exeter 
Brown,  W.  B.  (H.  G.  T.  Davies),  London 
Browning,  C.  Le  C.  (M.  Pawson),  London 
Buckley,  J.  (H.  W.  Hazlehurst),  Oldfiam 
Burgess.  G.  W.  (J.  E.  Egerton).  London 

Chiosso.  H.  E.  (M.  Chater),  London 
Clague,  J.  A.  (T.  C.  Parkin),  Sheffield 
Clifford.  H.  M.  (J.  A.  Heiron),  London 
Coates.  S.  H.  (C.  H.  Hovey),  London     . 
Coleman.  W.  J.  R.  (S.  North-Smith),  Scarborough 
Curtis,  J.  (A.  J.  Halford),  Leicester 

Dodds,  W.  M.  (R.  p.  Winter),  Newcastle-upon-Tyne 
Duff,  C.  L.  D.  (H.  Meredith),  Birmingham 

Edwards.  A.  F.  M.  (C.  O.  Hooper),  London 

Firth.  A..  B.A.  (H.  Sykes).  Huddersfield 

Fischer.  T.  (E.  Hull),  Manchester 

Fisher,  H.  R.  E.  (J.  H.  Rogers),  Birmingham 

Fothsrgill.  J.  H.  (G.  C.  Clarke),  London 

Frank,  C.  O.  (T.  Goldie).  Hull 

Gerry.  U.  R.  (W.  Davison,  Junr.).  Sunderland 

Green,  A.  H.  (A.  Beavis),  London 

Green,  P.  F.  (T.  O.  Williams],  Birmingham 

Gysin,  H.  (S.  Levering) ,  London 

Halsey.  B.  (H.  a.  Plumb),  London 

Hamlyn,  R.  a.  (H.  W.  D.  Soper),  London 

Harding.  W.  E.  (R.  B.  Petre),  York 

Harvey.  E.  H.  (A.  A.  Adams),  London 

Hendris,  P.  M.  (F.  Holt),  Liverpool 

Henry.  A.  R.  (F.  M.  Gillott),  London 

Hkwitson,  S.  D.  (J.  E.  Pritchard),  Birmingham 


(In  alphabetical  order) 

Hind- Wood,  E.  L.  (J.  H.  Kemp),  London 

Hodgson,  W.  W.  (J.  Thornely),  Chester 

Holdcroft.  W.  L.  (W.  F.  Robinson),  Hanley 

Hope.  H.  S.  (F.  H.  W.  Hope),  London 

Iliffe,  E.  E.  C.  (E.  Crewdson),  Manchester 

Jones,  A.  E.  (J.  S.  Bird),  London 

KiLLiP,  R.  (H.  N.  French),  Liverpool 

Kilvington,  H.  H.  (W.  Fortune),  West  Hartlepool 

Knaggs,  M.  (A.  A.  B.  Walford),  Stockton-on-Tees 

Leicester,  P.  (H.  A.  Leicester),  Worcester 

Lowe,  W.  R.  (T.  Eyton),  Newcastle-upon-Tyne 

Lucas,  A.  W.  (J.  A.  Tinling),  Eastbourne 

Mansfield,  H.  A.  (F.  N.  Tribe),  Bristol 

Maunder,  S.  H.  (A.  Hartley),  London 

McNeill,  J.  (A.  E.  Carr),  Newcastle-upon-Tyne 

Mills,  J.  C.  H.  (W.  Conway),  Chester 

Moorhouse,  H.  (F.  Cooper),  Bolton 

Mundy,  L.  a.  (F.  W.  Lord),  London 

Newman,  A.  W.  (W.  Brining),  Sheffield 

Ogle,  C.  (W.  S.  Ogle),  London 

Page,  P.  S.  (R.  Bromhead),  Plymouth 

Parkes,  J.  K.  (W.  D.  Haswell),  Chester 

Park,  L.  O.  S.  (H.  MoUer),  Manchester 

Parry,  P.  C.  C.  (H.  R.  Wright),  Dudley 

Parsons,  A.  H.  (E.  D   Goddard),  London 

Poole,  R.  J.  (J.  Carter),  Bolton 

Powell,  A.  M.  (A.  F.  Whinney),  London 

Procter,  G.  C.  (F.  W.  Pixley),  London 

PuLLEN,  F.  H.  (W.  H.  Thomson),  London 

Richards,  C.  C.  (W.  J.  West),  Nottingham 

Rochford,  G.  M.  (G.  C,  Clarke),  London 

Rutherford,  J.  G.  (F.  C.  Squance),  Sunderland 

Sharper,  R.  (W.  H.  Platts),  Leeds 

Smethurst,  R.  R.  (G.  E.  Haworth),  Manchester 

Smith,  B.  A.  (J.  S.  Cotman),  London 

Sothers,  R.  H.  (C.  T.  Viney).  London 

SouLSBY,  W.  (J.  A.  Carlill),  Hull 

Sproat,  E.  (W.  H.  Mitchell),  Halifax 

Tanfield,  D.  (W.  F.  Bridgwater),  Birmingham 

Taylor,  J.  (E.  J.  Deane),  Liverpool 

Taylor,  R.  G.  (R.  M.  Coutts),  Manchester 

Taylor,  W.  (T.  Broadhead),  Dewsbury 

Teale,  H.  (C.  H.  Beevers),  Leeds 

Temple,  C.  G.  (G.  B.  Norton),  London 

Terry,  R.  S.  (W.  F.  Terry),  Liverpool 

Thomas,  B.  L.  (W.  S.  Aston),  Birmingham 

Thompson,  F.  S.  (J.  W.  G.  Hill),  Birmingham 

Tomlinson,  a.  G.  (W.  Hart).  Derby 

TuLL,  F.  S.  S.  (S.  W.  Runtz),  London 

TuLLOCH,  }.  R.  (F.  T.  Whinney),  London 

Vbnables,  W.  (W.  H.  King),  London 

Waller,  H.  W.  (T.  Wallace),  Newcastle-upon-Tyne 

Waterworth,  G.  (E.  Rudd),  Blackburn 

Watson,  C.  A.,  B.A.  (H.  Sadler),  Liverpool 

Watterson,  p.  G.  (G.  Crowther),  Bradford 

Weighill,  H.  (W.  G.  Hindmarsh),  Newcastle-upon-Tyne 

Whitby,  T.  F.  (H.  J.  Peart),  Birmingham 

WiLcocK,  W.  C.  {S.  North-Smith),  Scarborough 

Wilkins,  p.  G.  (D.  Owen),  Devizes 

Willmoth,  H.  B.  (W.  J.  Willmotb),  Preston 

Woodward,  J.  H.  (L.  H.  Elkington),  Birmingham 

Wright.  C.  (F.  Winter),  Newcastle-upon-Tyne 


58  Candidates  failed  to  satisfy  the  Committee. 
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FINAL  EXAMINATION. 


(Prize  and  Certificate  of  Merit) 

Carder,  F.  W.  (T.  H.  Gough),  Dudley 

(Certificates  of  Merit  in  Order  of  Priority) 

Bristol,  C.  F.  (W.  Thomas),  Birmingham 

Yeoman,  L.  J.  (G.  Clark,  Junr.),  London 

Cross,  J.  G.(J.  Benson),  Newcastle-upon-Tyne 

Spark,  F.  V.  (E.  Sparks),  Newcastle-upon-Tyne 

Raymont,  F.  R.  (E.  p.  Chevalier),  Liverpool 

Bairstow,  E.  (B.  Turney),  Halifax 

Garratt,  a.  (A.  E.  J.  Lark),  Great  Yarmouth 
(Chandler,  G.  L..  B.A.  (A.  A.  Adams),  London 
I  Wood,  W.  T.,  B.A.  (H.  Woodburn  Kirby),  London 

Anderson,  C.  (W.  C.  Jackson),  London 
(In  alphabetical  order) 

Adams,  T.  J.  B.  (C.  T.  Viney),  London 

Albery,  W.  J.  (F.  McBain),  Middlesbrough 

Aldred,  J.  W.  (E.  S.  Holmes),  Manchester 

Allan,  W.  C.  (J.  H.  Armstrong),  Newcastle-upon-Tyne 

Aris,  J.  L.  (R.  Pittman),  London 

Atkinson.  J.,  Huddersfield 

Bailey,  J.  (A.  T.  Chew),  London 

Baron,  H.  H.  Q.  H.  Bardsley),  Manchester 

Barton,  P.  S.  (j.  E.  Lees),  Manchester 

Bayley,  H.  a.  L.  (F.  S.  Abbott),  Manchester 

Bennett,  E.  J.  (T.  D.  Cocke),  London 

Binns,  L.  E.  (J.  Robertson),  Manchester 

BowDEN,  J.  H.  (W.  A.  Harper),  Bolton 

Bowers,  F.  G.  (J.  D.  S.  Bogle),  London 

Broadhead,  E.  G.  (G.  W.  Townend),  Goole 

Bromiley,  H.  (S.  Horrocks),  Bolton 

Brown,  C.  M.  D.  (W.  Swan),  Newcastle-upon-Tyne 

Brown,  O.  M.  (G.  R.  Bostock),  London 

BuRKiNSHAW,  J.  G.  (W.  P.  Burkinshaw),  Hull 

BuRTENSHAW,  F.  A.  (W.  A.  Stone),  London 

Butt,  G.  C.  (T.  Wise),  London 

Cane,  H.  (A.  F.  Whinney),  London 

Clifford,  A.  H.  (W.  E.  Vellacott),  London 

Cloutte,  H.  J.  (P,  D.  Griffiths),  London 

Clow,  J.  P.  (J.  Cherry),  Leicester 

Cobley,  G.  H.  (A.  J.  Kelleway),  London 

Costello,  E.  G.  (A.  J.  Davis),  London 

CowELL,  P.  S.  (S.  V.  Tiddy).  London 

CuFFE,  S.  F.  (J.  H.  Heaton),  Birmingham 

Davey,  E.  D.  (E.  W.  Drew),  London 

Dean,  R.  (L.  Greenhalgh),  Manchester 

Dicks,  M.  P.  (F.  W.  Allen),  London 

DisLEY,  H.  R.  (J.  G.  Litton),  Manchester 

Edwards,  H.  V.  Q.  A.  Heiron),  London 

Foster,  H.  D.  (W.  H.  Shaw),  Dewsbury 

Freeman,  E.  C.  (S.  C.  Platts),  Leeds 

Freeman,  H.  J.  J.,  B.A.  (C.  H.  Weatherley),  London 

Frith,  R.  G.  (E.  H.  Frith),  London 

Garland,  J.  A.  (A.  J.  West),  Birmingham 

Gittins,  F.  H.  a.  (A.  E.  Percy),  Dudley 

Greaves,  S.  H.  L.  (C.  L.  Nichols),  London 

Greenwood,  H.  {W.  Beanland),  Bradford 


(In  alphabetical  order) 

Griffin,  T.  (J.  C.  Aldred),  Manchester 

Gyles,  G.  F.  (H.  S.  Brown),  London 

Halliday,  D.  D.  Q.  E.  Halliday),  Manchester 

Hardwicke,  F.  H.  (G.  F.  Walter),  Stoke-upon-Trent 

Harrison,  N.  Q.  H.  Armstrong),  Newcastle-upon-Tyne 

Hart,  E.  P.,  M.A.  (E.  T.  R.  Wilde),  London 

Hawthorne,  E.  D.  (H.  Wingfield,  M.A.),  London 

Heath,  F.  S.  (E.  Bland),  Leicester 

Heathcote,  F.  L.  (F.  J.  Heathcote),  Birmingham 

HiGGS,  R.  D.  (F.  Brown),  Croydon 

Jones,  G.  £.  (A.  Campbell),  Manchester 

Jones,  H.  (W.  Emmerson),  Leeds 

Kirkham,  F.  (A.  Kirkham),  Bolton 

Leah,  S.  (C.  H.  Barham),  London 

Ledgard,  R.  a.  (T.  Lloyd),  Liverpool 

Lees,  R.  (H.  Sadler),  Liverpool 

Lindley,  a.  (J.  Dann),  Manchester 

Longbottom,  J.  S.  (G.  P.  Norton),  Huddersfield 

Maleham,  E.  H.  (J.  W.  Best),  Sheffield 

Meals,  J.  R.  (F.  Fugill),  Hull 

Meares,  C.  S.  (E.  H.  Fletcher),  London 

Morris,  J.  T.  (G.  Walter  Knox,  B.Sc),  London 

Nesbitt,  W.  H.  a.,  B.A.  (F.  B.  Wilson).  London 

Newson-Smith,  H.  H.  (F.  W.  Mills,  deceased),  London 

Osborne,  F.  L.  (A.  J.  Kelleway),  London 

Owen,  R.  D.  (D.  Owen),  Devizes 

Parish,  W.  W.  (W.  Plender).  London 

Pattinson,  I.  G.  (J.  Watson,  Junr.),  Carlisle 

Phipps,  p.  (O.  Maskall),  London 

Place,  R.  (W.  Grimshaw),  Blackpool 

Plante,  a.  G.,(G.  Dixey),  London 

Pragnell,  F.  (T.  G.  Bowden),  Newcastle-upon-Tyne 

Preston,  G.  (G.  J   Bowker),  Birmingham 

Price,  M.  (T.  E.  Goodyear),  London 

PuRTON,  L.  P.,  B.A.  (R.  Peters),  Cambridge 

Revell,  F.  E.  (A.  Revell),  Huddersfield 

Robinson,  M.  H.  (L.  W.  Hawkins),  London 

Rutherford,  P.  R.  (O.  W.  Williams,  B.A.),  London 

Samson,  B.  (J.  E.  Rubery),  Birmingham 

Smedley,  C.  E.  (E.  J.  Husey),  London 

Smith,  J.  P.  (W.  Bolton),  Manchester 

Smith,  S.  H.  (F.  T.  Whinney).  London 

Snape,  J.  A.  (G.  L.  Hansford).  Manchester 

Stanser,  W.  (A.  E.  Aizlewood),  Rotherham 

Stevenson,  H.  B.  (C.  C.  Baker),  London 

Street,  J.  G.  (C.  P.  Crookenden),  London 

Sykes,  W.  E.  (C.  Wheawill),  Huddersfield 

ToMLiNSoN,  O.  (D.  C.  Wilson),  London 

Vellacott,  A.  L.  (A.  J.  Hill),  London 

Wallis,  S.  a.  (C.  Rogers,  deceased),  Nottingham 

Weatherley,  H.  C.  (L.  F.  Goodricke),  London 

Whyte,  a.,  Junr.  (W.  A.  Smith),  South  Shields 

Wild,  N.  W.  (G.  Franklin),  London 

Wilson,  J.,  Junr.  (J.  Miller),  Newcastle-upon-Tyne 

Young,  J.  E.  (F.  V.  Hansford),  Manchester 


8a  Candidates  failed  to  satisfy  the  Committee. 
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Departmental  Accounts. 


AUR  issue  of  the  8th  ult.  contains  a  letter 
from  a  correspondent  signing  himself 
"  Departmental,"  asking  us  to  suggest  a  satis- 
factory basis  of  apportionment  for  indirect 
expenses  over  the  different  departments  of  a 
large  wholesale  merchant's  business.  These 
expenses,  we  are  informed,  include  counting- 
house,  packing,  travelling,  and  branch  office 
expenses,  which  have  hitherto  been  apportioned 
over  the  several  departments  pro  raid  accordi 
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to  the  respective  totals  of  sales.  It  is  added, 
however,  that  the  partners  think  this  a  rather 
unjust  method,  as  some  of  the  departments 
which  are  increasing  their  sales  are  being 
saddled  with  a  larger  portion  of  the  expenses, 
while  those  which  are  stationary  are  conse- 
quently having  their  expenses  reduced.  Our 
correspondent  states  that  he  has  suggested  an 
arbitrary  percentage  of  the  total  expenses  to  be 
charged  against  each  department,  such  per- 
centage to  be  based  on  an  average  to  be  worked 
out  from  the  actual  amounts  charged  during 
the  past  three  or  five  years,  but  adds  that 
the  partners  do  not  think  this  would  be  any 
improvement. 

It  will  be  readily  understood — even  by  those 
who,  like  ourselves,  have  not  the  full  details 
before  them — that  any  fixed  method  of  appor- 
tionment, such  as  either  of  the  two  methods 
suggested  by  our  correspondent,  would,  under 
certain  circumstances  (and,  indeed,  probably 
under  most  circumstances  in  practice)  produce 
unfair  results.  The  problem  that  is  put  to  us 
is  to  devise  a  basis  of  apportionment  which 
will,  under  all  conceivable  circumstances,  and 
in  spite  of  all  conceivable  fluctuations  of  rela- 
tive increase  or  decrease  in  the  future,  produce 
equitable  results  as  between  one  department 
and  another — that  is  to  say,  results  which  may 
be  regarded  as  a  fair  test  of  the  success 
achieved  by  the  several  departmental  managers. 
We  are  of  the  opinion  that  nothing  of  the  kind 
is  likely  to  be  accomplished  this  side  of  the 
millennium. 

It  should  be  borne  in  mind  that  the  prepara- 
tion of  Departmental  Accounts  is  never  an  end 
in  itself,  but  the  compiling  of  a  means  of 
information  whereby  those  who  have  access  to 
these  accounts  may  test  the  measure  of  success 
attending  the  efforts  of  the  respective  managers 


of  the  several  departments.  A  mere  theoretical 
ideal  of  perfection  is  thus  useless.  What  one 
has  to  bear  in  mind  is  that  results  which  may 
be  either  unduly  favourable  or  unfavourable 
to  the  manager  of  any  one  or  more  of  these 
departments  will  be  not  merely  practically 
useless,  in  connection  with  this  particular 
department,  but  also  of  very  doubtful  value  in 
connection  with  the  remainder. 

It  may  well  .be  questioned  whether  the 
attempt  to  departmentalise  indirect  expenses 
is  not  a  task  somewhat  similar  to  that  of 
attempting  to  square  the  circle ;  whether 
it  is  not  an  attempt  to  apportion  the  unappor- 
tionable,  and,  as  such,  an  unprofitable  waste 
of  time  from  the  beginning,  which  may  lead  to 
seriously  erroneous  conclusions  in  the  end.  As 
a  matter  of  fact,  many  able  business  men  hold 
this  view.  It  would,  we  think,  hardly  be  over- 
stating the  case  to  say  that  the  majority  of 
those  carrying  on  a  merchant's  business  do 
not  attempt  to  carry  their  Departmental 
Accounts  beyond  the  gross  profit  stage  ;  and  it 
would  certainly  be  well  within  the  mark  to  say 
that  most  manufacturers  do  not  attempt  to  take 
their  Cost  Accounts  beyond  the  prime  cost 
stage.  This  evidence  of  the  existing  practice 
is,  of  course,  not  necessarily  conclusive  as  to 
the  limits  of  possibility,  but  it  is  certainly  of 
value  as  showing  the  practical  difficulties  which 
have  hitherto  been  experienced  in  attempting 
to  arrive  at  accurate  and  more  particular 
results. 

If  any  solution  of  the  difficulty  is  to  be 
found,  we  feel  sure  that  it  must  be  sought  in 
the  direction  of  analysing  the  departmental 
expenditure  into  suitable  classes,  and  appor- 
tioning each  class  according  to  the  merits  of 
the  case,  by  no  means  necessarily  always  upon 
the  same  basis.      A  preliminary    analysis    of 
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the  expenditure  itself  will,  in  the  majority  of 
cases,  actually  facilitate  the  determination  of 
the  best  basis  of  apportionment,  assuming,  of 
course,  that  that  particular  type  of  expenditure 
is  really  capable  of  being  apportioned  at  all. 
Thus,  with  regard  to  Packing  Expenses,  we 
should  have  thought  that  it  would  not  be  diffi- 
cult to  arrive  at  a  basis  of  apportionment  which 
(subject  to  modification  from  time  to  time) 
would  be  admitted  as  fair  by  all  managers  of 
departments.  Assuming  that,  from  the  pack- 
ing point  of  view,  the  goods  are  uniform  in 
character,  the  expenses  of  the  packing  depart- 
ment might  probably  be  apportioned  according 
to  the  weight  of  goods  handled  in  respect  of 
each.  If  of  a  widely  differing  character,  some 
other  basis — such  as  the  number  of  cases  or 
bales,  or  the  cubic  volume — might  be  better; 
but  we  certainly  consider  that  the  foreman 
packer,  if  a  man  of  intelligence,  should  be  able 
to  devise  a  workable  method  of  apportionment 
here. 

With  regard  to  Travelling  Expenses,  which 
we    take    to   mean  the   commissions    earned 
by  travellers  for    effecting   sales,  an  absolute 
apportionment  according  to  fact  would  be  prac- 
ticable, and  far  superior  to  any  cut-and-dried 
method;  while  travellers'  expenses  would,  in  the 
majority  of  cases,  probably  be  quite  equitably 
apportioned  pro  rata  according  to  the  appor- 
tionment   of   travellers'    commission.       With 
regard  to  Counting-house  Expenses,  assuming 
that  the  transactions  of  each  department  were 
of  approximately  uniform  value  so  far  as  the 
amount  of  money  involved   was  concerned — 
that  is  to  say,  assuming  that  the  money  value 
of  each  sale  transaction  effected  is  equal   in 
each  department — an  apportionment  of  these 
expenses  in  the  ratio  of  sales  would  apparently 
be  fair;  but  if  there  were  any   marked   dis- 


crepancy in  the  average  value  of  a  sale  trans- 
action, probably  an  apportionment  according 
to  the  number  of  separate  transactions  would 
be  more  equitable.  Such  items  as  Interest, 
Discounts,  and  Bad  Debts,  might,  however, 
vary  very  greatly  in  the  different  departments, 
in  which  event  an  absolute  apportionment,  as 
opposed  to  a  mere  arithmetical  apportionment, 
would  appear  to  be  called  for. 

With  regard  to  the  Branch  Offices* 
Expenses  it  is,  we  think,  impossible  to  make 
any  definite  suggestions  without  having  some 
idea  of  the  exact  nature  of  the  expenses 
referred  to.  Such  items  as  Rent,  Rates,  and 
Taxes  should  be  apportionable  according  Jo 
the  actual  amount  paid  in  respect  of  each 
department ;  or,  where  two  or  more  departments 
occupy  the  same  premises,  the  expenditure 
might  be  apportionable  between  them  upon  the 
basis  of  recording  them  as  sub-tenants,  each 
liable  to  pay  a  due  proportion  of  the  whole, 
according  to  the  value  of  the  actual  rooms  or 
floors  occupied  by  them  respectively.  Salaries 
would  probably  present  no  obstacle,  in  that, 
apart  from  counting-house  salaries,  there 
would,  as  a  rule,  be  no  difficulty  in  distinguish- 
ing between  persons  employed  in  the  several 
departments,  each  of  which  would,  as  a  rule, 
require  its  own  distinct  staff.  Such  expenses 
as  advertising  would  prima  facie  present  greater 
difficulties;  but  here,  again,  if  the  matter  be 
dealt  with  in  detail,  these  difficulties  would  to 
a  large  extent  disappear,  in  that  the  aggregate 
expenditure  upon  advertising  would  appear  to 
he  prima  facie  apportionable  according  to  the 
relative  amount  of  space  occupied  in  advertis- 
ing the  wares  of  the  several  departments. 

It  may  be  thought  that  so  detailed  a  system 
of     apportionment      would      be      altogether 
I  unpractical,  on  account  of  the  trouble  ^ 
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expense  involved.  We  venture  lo  think  that, 
in  the  case  of  the  largest  business,  the 
expense  would  be  microscopical,  in  that  the 
additional  work  could  hardly  under  any  circum- 
stances occupy  the  whole  time  of  a  single  clerk. 
With  regard  to  trouble,  it  may  be  pointed  out 
that  good  work  always  saves  more  trouble  than 
it  makes.  Departmental  accounts  which  would 
have  to  be  admitted  by  all  parties  concerned 
as  being  scrupulously  fair  would  be  of  real 
value  to  those  upon  whom  the  control  of  a 
business  devolved,  and  of  great  service  to  those 
in  charge  of  a  single  department  or  section  of 
a  department.  If  the  advantages  to  be  gained 
from  such  accounts  are  not  sufficient  to  justify 
their  preparation  upon  the  best  possible  lines, 
it  is  unlikely  in  the  extreme  that  any  admittedly 
imperfect  substitute  will  be  possessed  of  suffi- 
cient value  to  justify  its  existence,  even  at  a 
quite  trifling  cost.  On  the  contrary,  it  is  more 
likely  to  do  harm,  by  reason  of  its  misleading 
character,  than  to  do  good,  on  account  of  the 
necessarily  incomplete  and  imperfect  informa- 
tion that  it  is  capable  of  conveying. 

If  our  correspondent  will  supply  us  with 
further  particulars  as  to  the  exact  nature  of  the 
business  concerned,  and  the  classes  of  expendi- 
ture involved,  we  shall  be  pleased  to  go  into 
the  matter  further ;  but  we  think  that  we  have 
said  enough  to  show  that  the  preparation  of 
Departmental  Accounts  is — like  most  other 
things — worth  doing  well  if  it  is  to  be  done  at 
all.  Hitherto,  as  we  have  already  pointed  out, 
most  business  houses  have  not  thought  it  worth 
doing  in  its  entirety.  We  differ,  however, 
from  them  in  thinking  that  it  can  be  well  done 
at  a  reasonable  expense,  and  (what  is  more 
important)  without  unreasonable  delay,  and  that 
the  additional  information  thus  available  is  well 
worth  the  very  slight  additional  trouble  and 
expense  involved. 


Borouj^h  V.  Qovemment  Officials. 


T  N  the  course  of  the  past  week  two  cases  have 
^  come  before  the  Courts  arising  out  of  the 
refusal  of  Borough  Treasurers  to  comply  with 
the  requirements  of  the  District  Auditors.  On 
the  9th  inst.  the  Stipendiary  Magistrate  at 
West  Ham  had  before  him  the  Borough 
Treasurer  of  that  Corporation,  who  was 
summoned  at  the  instance  of  Mr.  D.  H. 
BoGGis  RoLFE,  the  Local  Government  Board 
Auditor;  while  on  the  following  day  the  Justices 
at  Stratford  heard  a  similar  summons  against 
the  Borough  Treasurer  of  East  Ham,  at  the 
instance  of  Mr.  J.  E.  Hughes,  an  Assistant 
District  Auditor  of  the  Local  Government 
Board.  The  order  made  in  each  case  was 
practically  identical,  the  summons  at  West 
Ham  being  dismissed  upon  payment  of  ten 
guineas  costs,  and  on  an  undertaking  being 
given  to  comply  with  the  auditor's  require- 
ments ;  while  at  Stratford  the  defendant  was 
fined  one  shilling,  with  ten  guineas,  the 
auditor's  costs,  and  the  usual  Court  costs. 

The  West  Ham  case  was  brought  under 
Section  247  of  the  Public  Health  Act,  1879, 
which  provides,  under  Subsection  5,  that  the 
auditor  may  by  summons  in  writing  require 
the  production  before  him  of  all  books, 
vouchers,  &c.,  which  he  may  deem  necessary, 
and  may  require  any  person  holding  or 
accountable  therefor  to  appear  before  him  at 
any  audit,  and  make  a  declaration  as  to  the 
correctness  of  the  same.  The  subsection 
further  goes  on  to  provide  that  any  such 
person  neglecting  or  refusing  to  comply  with 
these  requirements  is  liable  to  a  penalty  not 
exceeding  forty  shillings,  and  enacts  that  the 
false  or  corrupt  making  of  a  declaration  untrue 
in  any  material  particular  is  to  be  punishable 
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as  perjury.  We  are  in  ignorance  as  to  what 
may  have  led  up  to  the  proceedings  which 
culminated  in  the  West  Ham  Police  Court 
on  the  9th  inst.  It  appears  to  us,  however, 
from  The  Times  report  of  the  case,  that  Mr. 
Patterson,  the  defendant  Borough  Treasurer, 
had  really  no  defence  at  all.  He  attempted  the 
purely  technical  defence  that  the  declaration 
was  asked  for  after  the  audit  had  been 
concluded,  and  therefore  at  a  time  when  the 
District  Auditor  had  no  power  to  require 
him  to  make  it.  Inasmuch,  however,  as  the 
auditor  had  not  then  signed  the  accounts, 
it  is  obvious  that  this  defence  could  not  be 
sustained.  Possibly  Mr.  Patterson  considered 
that  as  the  auditor  had  admitted  to  him  in 
the  course  of  conversation  that  the  declaration 
was  not  really  necessary,  the  admission  operated 
as  cancelling  the  formal  summons  in  writing 
required  by  the  Act ;  but  whatever  the 
explanation  may  be  is,  of  course,  not  very 
material,  as  the  District  Auditor  was,  beyond 
all  question,  acting  within  his  rights,  which 
were  upheld  by  the  magistrate. 

The  East  Ham    case    was    brought   under 

Section  i8  of  the  Education  Act,  1902,  which 

provides  that  the  Education  Accounts  are  to 

be  kept  separate  from  the  other  accounts  of 

the  Council,  and  are  to  be  made  up  in  like 

manner  to,  and  subject  to,  the  same  provisions 

as  the  accounts  of  a  County  Council,  including 

the    penal     provisions,     thus     incorporating 

Section  247  of  the  Public  Health  Act,  1875,  to 

which  we  have  already  referred.     In  this  case 

it    appears     that     the     defendant     Borough 

Treasurer  had  been  appointed   comparatively 

recently,  and  had  not  found  the  accounts  in  a 

very  good  state  when   he   took    them    over. 

Under  these  circumstances,  it  appears  that  he 

regarded  the  request  for  a  declaration  as  in  the 


nature  of  a  personal  reflection  upon  himself; 
but  upon  taking  advice  had  come  to  the  con- 
clusion that  the  position  he  had  taken  up  was 
untenable,  and  expressed  his  willingness  to 
make  the  required  declaration. 

We  can  quite  understand  that  in  certain 
cases  it  might  be  extremely  unreasonable  to 
require  a  man  to  make  a  declaration  which 
would  in  eiFect  make  him  also  responsible 
for  the  work  of  his  predecessors  in  office, 
but  that  does  not  appear  to  have  been  a 
point  that  arose  in  the  case  now  under  con- 
sideration. Indeed,  bearing  in  mind  all  the 
circumstances,  it  would  seem  that  there  must 
have  been  some  correspondence  between  the 
Borough  Treasurers  of  East  and  West  Ham 
which  induced  them  to  simultaneously  defy  the 
Local  Government  Board  Auditors.  Should 
this  be  the  case,  we  can  only  say  that  such  an 
attitude  is  extremely  regrettable,  the  more  so 
because  it  cannot  have  the  effect,  doubtless 
desired,  of  discrediting  the  official  system  of 
audit.  On  the  contrary,  if  it  decides  or  suggests 
anything  at  all,  it  is  to  the  effect  that  these 
officials  sometimes  have  quite  unnecessary 
difficulties  placed  in  the  way  of  the  due  dis- 
charge of  their  statutory  duties,  and  that  in 
these  circumstances  it  is  matter  for  congratula- 
tion that  their  statutory  powers  are  sufficiently 
strong  to  enable  them  to  vindicate  their 
position.      

Solicitors'  Accounts  and  Audit. 


A  LT HOUGH  we  expressed  the  hope,  in  our 
^  issue  of  the  5th  inst.,  that  Mr.  Samson 
would  find  himself  in  a  minority  of  one  on  the 
taking  of  the  poll  directed  as  a  result  of  the 
voting  at  the  so-called  ** secret"  meeting  of  the 
Law  Society,  which  was  held  on  the 
15  th    ult.,     we      never     seriously    expected 
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that  the  reform  party  would  secure  any- 
thing like  so  conclusive  a  victory.  In  every 
community  there  is  always  an  appreciable 
number  who  view  all  changes  with  suspicion, 
and  particularly  those  changes  which  affect 
what  they  are  pleased  to  regard  as  their  own 
personal  affairs,  and  solicitors  as  a  body  are 
probably  more  conservative  than  most.  Under 
these  circumstances  the  actual  result  of  the 
poll  must,  we  think,  be  regarded  by  all  dis- 
interested persons  as  extremely  satisfactory. 

As  the  regulations  imposed  required  every 
member  of  the  Society  to  attend  and  personally 
record  his  vote  at  the  Law  Society's  hall,  it 
was  obvious  from  the  first  that  the  poll  could 
never  represent  more  than  the  views  of  London 
practitioners.  These,  however,  decided,  by 
1,169  votes  to  6og,  or  by  nearly  a  two-thirds 
majority,  that  a  Committee  be  appointed  to 
inquire  into  the  method  of  keeping  solicitors' 
accounts  and  the  conduct  of  professional  busi- 
ness, in  the  terms  of  the  resolution  proposed  by 
Mr.  Julius  Bertram,  M.P.,  the  precise  text 
of  which  we  have  already  published.  The 
Committee  so  appointed  consists  of  the  follow- 
ing members,  the  last  four  of  whom  have  been 
nominated  by  the  Council  of  the  Society : — 

Mr.  Sydney  Cozens-Hardy,  of  Norwich, 
Vice-President  of  the  Norwich  Law  Society ; 
Mr.  James  Arthur  Dawes  (Dawes  &  Sons), 
of  9  Angel  Court,  Throgmorton  Street,  E.C. ; 
Mr.  Ernest  Ralph  Dodsworth  (Gray  & 
Dodsworth),  of  York ;  Mr.  Walter  Dowson 
(Dowson,  Ainslie  &  Martineau),  of  19  Surre} 
Street,  Victoria  Embankment,  W.C. ;  Mr. 
Charles  Francis  Haigh,  of  Leeds,  President 
of  the  Leeds  Law  Society;  Mr.  Richard  Lakk 
Harrison  (Waterhouse  &  Co.),  of  i  New 
-t,  Lincoln's  Inn,  W.C. ;  Mr.  Beresford 
j^GTON      Heaton      (Rider,     Heaton     & 


Wigram),  of  8  New  Court,  Lincoln's  Inn, 
W.C;  Mr.  Samuel  Garrett  (Parker,  Garrett, 
Holman  &  Howden),  of  Rectory  House,  St. 
Michael's  Alley,  Cornhill,  E.C;  Mr.  Henry 
Manisty  (Nicholl,  Manisty  &  Co.),  of  i  Howard 
Street,  Strand,  W.C. ;  Mr.  Thomas  Rawle 
(Rawle,  Johnstone  &  Co.),  of  i  Bedford  Row, 
W.C;  and  Sir  Albert  Kaye  Rollit  (RoUit 
&  Sons  &  Burroughs),  of  3  Mincing  Lane, 
E.C  ;  with  power  to  the  Committee  to  add  to 
their  number  four  members,  one  to  be 
nominated  by  the  Incorporated  Law  Society 
of  Liverpool,  one  by  the  Manchester  Incor- 
porated Law  Association,  one  by  the  Bir- 
mingham Law  Society,  and  one  by  the 
Associated  Provincial  Law  Societies. 

We  understand  that  the  members  of  the 
reform  party  endeavoured  to  ascertain  the  views 
of  provincial  members  by  a  system  of  voting  by 
post  card,  and  that  the  results  of  this  inquiry 
showed  that  the  appointment  of  a  committee 
is  viewed  with  even  greater  favour  in  the 
provinces  than  in  the  metropolis.  We  con- 
gratulate solicitors  upon  adopting  what  all 
outside  persons  must  admit  to  be  the  only 
proper  attitude  in  view  of  the  circumstances. 
We  feel  sure  that — whatever  the  result  may 
be  of  the  newly-appointed  Committee's 
deliberations — the  very  substantial  majority  by 
which  solicitors  as  a  whole  have  shown 
that  they  appreciate  the  gravity  of  the  present 
position  of  aflfaifs  will  go  far  to  allay  that  dis- 
trust on  the  part  of  the  general  public  which, 
however  unreasonable  it  may  be,  has 
undoubtedly  been  increased,  rather  than 
allayed,  by  the  tactics  pursued  by  the  Council 
at  the  meeting  on  the  15th  ult. 

Having  said  so  much,  we  should  like  to 
point  out  that  no  one  in  favour  of  the  proposed 
reforms  has  ever  fot  one   moment  suggested 
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that  the  adoption  of  any  particular  form  of 
account  keeping,  or  the  regular  employment  of 
professional  auditors,  would  ipso  facto  prevent 
losses  being  sustained  by  clients  who  had 
entrusted  their  money  to  the  safe-keeping 
of  dishonest  solicitors.  No  one  but  an 
ignoramus  would  think  of  suggesting  that 
either  good  accounting  or  good  auditing 
per  se  prevents  fraud,  nor  would  they  be  so 
foolish  as  to  assert  that  the  keeping  of  a 
separate  banking  account  (or  accounts)  for 
clients'  moneys  places  those  moneys  beyond 
the  control  of  the  solicitor.  Mr.  Samson,  and 
those  who  think  with  him,  appear  to  have 
argued  upon  the  lines  that  the  contentions  of 
the  reform  party  consisted  of  an  affirmation  of 
the  fallacies  which  we  have  just  disclaimed, 
and  they  somewhat  elaborately  went  out  of 
their  way  to  disprove  these  absurdities,  appar- 
ently under  the  impression  that  by  so  doing 
they  were  defending  their  own  cause  in  favour  of 
letting  things  alone.  It  is  quite  possible  that 
the  majority  of  those  who  are  sufficiently  foolish 
to  leave  large  funds  in  the  control  of  solicitors 
would  not  be  sufficiently  well-informed  to 
appreciate  that  all  the  energy  devoted  to 
denying  what  has  never  been  seriously  advanced 
was  so  much  energy  wasted,  except  in  so 
far  as  it  may  have  obscured  the  issue.  It 
may  therefore,  perhaps,  be  well  to  explain 
matters  a  little  more  clearly  for  the  benefit 
of  those  who  are,  after  all,  the  most  intimately 
concerned,  namely,  the  unbusinesslike  clients 
of  impecunious  or  dishonourable  solicitors, 
who,  it  may  be  confidently  hoped,  represent 
only  a  quite  small  class,  but  who  are  none  the 
less  on  that  account  entitled  to  consideration 
—and  very  careful  consideration.  The  main 
advantage  of  keeping  proper  accounts,  and  of 
having  them  properly  audited  at  regular  and 


frequent  intervals,  is  that  there  may  be  no 
possible  excuse  for  ignorance  as  to  the  true 
position  of  affairs.  Inasmuch  as  the  true 
position  of  affairs  can  never  be  ascertained  with 
certainty  save  by  the  keeping  of  proper 
accounts,  and  by  having  them  regularly  and 
duly  audited,  it  is  little  short  of  astonishing  that 
anyone  should  be  found  dull  enough  to  oppose 
even  an  inquiry  into  the  desirability  of  these 
obvious  safeguards  being  generally  adopted. 

Where  adequate  accounts  exist,  there 
can  be  no  possible  excuse  for  a  person 
occupying  a  fiduciary  position  speculating  on 
his  own  account  with  moneys  that  do  not 
belong.to  him.  In  the  absence  of  such  accounts 
there  may  sometimes  be  an  excuse — if  but  a 
poor  one — for  such  irregularities,  and  it  is 
desirable  for  every  reason  that  no  such  pos- 
sibility of  excuse  should  be  allowed  to  remain. 
Where  the  Dual  Banking  Account  System  is 
in  force — even  although  the  books  be  allowed 
to  get  behind — it  is  a  physical  impossibility 
for  a  solicitor  to  improperly  employ  moneys 
that  have  been  entrusted  to  him  as  an 
officer  of  the  Court,  unless  he  draws  moneys 
out  of  the  client's  banking  account  without 
first  making  proper  inquiries  as  to  whether 
they  are  at  the  bank  to  the  credit  of  the 
client  against  whom  they  are  drawn,  and 
are  properly  due  to  the  person  to  whom 
they  are  about  to  be  paid.  A  system  which 
places  difficulties  in  the  way  of  drawing  cheques 
without  making  this  rudimentary  inquiry  in  the 
first  instance  has  obvious  advantages  over  a 
system  which  does  not  necessitate  any  such 
inquiry.  What  is  perhaps  more  to  the  point 
— and  it  is  incomprehensible  to  us  that  lawyers 
should  fail  to  appreciate  this — is  that  the 
employment  of  the  Dual  Banking  Account 
System  provides  incontrovertible  evidence  of 
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intention  to  defraud  where  fraud  obtains,  and 
thus  facilitates  the  conviction  of  offenders. 
This  circumstance  naturally  would  make  it 
extremely  unpopular  as  a  system  with  those 
who  desire  to  be  left  free  to  commit  irregulari- 
ties, but  we  are  altogether  at  a  loss  to  under- 
stand its  unpopularity  with  those  whose  bona 
fides  are  beyond  suspicion,  save  on  the  grounds 
of  ignorance  and  natural  dislike  of  change  of 
any  description.  If  the  motion  before  the 
Society  had  been  the  clear  issue  as  to  whether 
the  Single  or  the  Dual  Banking  Account 
System  should  be  employed,  one  can  readily 
understand  that  there  could  be  nothing  like 
unanimity  of  opinion  ;  but  that  anyone  should 
wish  to  stifle  an  inquiry  because  he  personally 
feels  satisfied  as  to  the  merits  of  the  matter 
to  be  inquired  into,  does  not  appear  to  us  to  be 
a  line  of  action  to  be  expected  of  a  body  of 
educated  and  reasonable  men. 

For  our  own  part,  we  do  not  for  one  minute 
suppose  that  the  Committee  now  appointed  will 
advocate  that  all  solicitors  be  compelled  to 
adopt  the  Dual  Banking  Account  System,  and 
we  are  opposed  on  principle  to  the  compulsory 
adoption  of  any  specified  form  of  account 
keeping,  for  experience  has  shown  that  such 
compulsion  is  the  death-blow  to  all  improve- 
ment in  methods  of  accounting.  We  think  it 
extremely  likely,  however,  that  the  Committee 
will  declare  that  no  system  of  accounts  can  be 
regarded  as  satisfactory  which  does  not  clearly 
show,  at  any  desired  moment,  the  amount 
standing  to  the  credit  of  each  client  in 
the  solicitors'  books,  and  the  amount  to  his 
credit  at  his  bankers  available  to  meet  such 
liability.  They  will  also  doubtless,  being 
business  men,  report  strongly  in  favour  of  a 
regular  and  frequent  professional  audit, 
although  quite  possibly  they  may  be  divided  as 


to  the  expediency  of  this  being  compulsorily 
enforced.  On  the  subject  of  guarantees,  it 
seems  probable  that  there  will  be  a  greater 
diversity  of  opinion;  but,  for  our  own  part, 
we  hold  the  view  that  in  one  way  or  another 
arrangements  should  be  made  so  that  moneys 
paid  to  an  officer  of  the  Court  may  be  as 
absolutely  protected  against  the  dishonesty  or 
failure  of  that  officer  as  though  they  had 
actually  been  paid  into  the  Court  itself.  The 
expenses  of  such  a  scheme  of  insurance  would 
be  altogether  inconsiderable,  and  in  view  of  the 
fact  that  failure  to  arrange  some  such  scheme 
will  undoubtedly  materially  reduce  the  volume 
of  moneys  passing  through  solicitors'  hands,  it 
is  clearly  in  their  own  interests  that  they  should 
seriously  see  what  can  be  done  in  the  matter. 
It  is,  of  course,  only  to  be  expected  that  the 
present  opportunity  should  have  been  taken 
advantage  of  by  certain  persons  claiming 
to  be  members  of  the  accountancy  profession 
for  purposes  of  self-advertisement.  Solicitors, 
however,  have  sufficient  acumen  to  be  well 
aware  that  accountants  of  repute  are  the  least 
likely  to  lend  themselves  to  such  practices, 
and  thus  there  would  seem  to  be  but 
little  chance  of  the  occasion  serving  the 
purpose  intended.  It  is,  at  least,  profoundly 
to  be  hoped  that  this  is  so,  for  the  essence  of 
the  safeguard  afforded  by  an  audit  is  that  it 
should  be  entrusted  to  competent  persons  of 
good  repute.  If  even  an  appreciable  minority 
of  solicitors  were  to  employ  unqualified  or 
undesirable  persons  to  audit  their  accounts, 
the  result  would  doubtless  prove  extremely 
damaging  to  accountants  as  a  whole,  in  exactly 
the  same  way  that  the  misconduct  of  a  few 
untrustworthy  solicitors  has  proved  most 
damaging  to  all  other  members  of  the  legal 
profession.      We  trust,  therefore,  that   if  the 
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newly-appointed  Committee  sees  its  way — as 
doubtless  it  will — to  at  all  events  very  strongly 
recommend  the  regular  audit  of  all  solicitors' 
accounts,  it  will  go  further,  and  make  its 
recommendations  effective  by  clearly  pointing 
out  that,  for  an  audit  to  be  efficient,  it  is  abso- 
lutely essential  that  only  properly  qualified  and 
responsible  firms  of  professional  accountants 
should  be  employed  for  the  purpose. 


TRSieeftli?  notes* 


,  jin^ipjg  A  short  time  since  a  general  meeting 
and  of  the   Scottish  Football  Association 

Ml^Umtions.      ^^  j^^,^  ^^  Glasgow  for  the  purpose 

of  considering  certain  alleged  defalcations  in  the 
accounts.  The  chairman  explained  that  the  amount 
involved  was  /'ifSoo,  with  which  Consols  had  been 
purchased  in  1899.  Inquiry  at  the  Bank  of  England 
had  now  elicited  the  fact  that  these  Consols  were 
sold  in  September  of  the  same  year  without  the 
Association  receiving  credit  for  the  proceeds.  The 
accounts  had  been  regularly  audited  from  time  to  time, 
bat  the  amateur  auditors  were  apparently  ignorant  of 
the  fact  that  Consols  is  an  inscribed  stock,  and  thus 
from  year  to  year  accepted  the  purchase  note  as 
evidence  of  the  existence  of  the  asset.  It  is  some- 
what surprising  that  it  should  have  been  found  possible 
to  discover  two  Scotchmen  so  incautious  as  to  certify 
anything  without  full  inquiry,  but  we  have  here,  of 
coarse,  another  instance  of  the  fallaciousness  of 
attempting  to  economise  in  small  ways.  For  a  nominal 
fee  the  accounts  could  doubtless  have  been  audited  by 
a  Glasgow  firm  of  Chartered  Accountants,  in  which 
event  we  may  be  quite  sure  that  this  question  would 
not  have  arisen. 


UUr-Jkoqnind  A  recent  issue  of  John  Bull  devotes  a 
^t^Pf^tf.  whole  page  to  the  consideration  of  the 
hardship  sustained  by  an  undischarged  bankrupt 
whose  bankers  had  peremptorily  closed  his  account 
on  learning  of  his  actual  position.  While  duly  appre- 
ciatbg  the  niceties  of  the  legal  position  that  might 
vise  in  consequence,  and  while,  of  course,  not  losing 
sight  of  the  fact  that  an  undischarged  bankrupt  is  free 
to  deal   with   his   after-acquired   property  until   the 


moment  that  his  trustee  intervenes,  we  may  mention 
that  there  is  no  obligation  upon  a  bank  to  open  or 
to  continue  an  account  with  any  private  individual. 
Most  banks  of  repute  not  unnaturally  prefer  to 
make  some  inquiries  as  to  means  before  opening 
an  account  at  all;  but,  apart  altogether  from  this, 
the  inconveniences  of  an  account  which  at  any  moment 
may  have  an  embargo  placed  upon  it  by  a  trustee 
in  bankruptcy  are  sufficiently  real  to  make  it  quite 
open  to  question  whether  as  a  matter  of  business  an 
account  of  that  description  could  ever  be  worth  having, 
no  matter  what  its  magnitude  in  the  meantime.  In  con- 
nection with  this  subject  we  may  point  out  that  the 
recent  decision  in  Be  Bennett  {Accountant  Law  Reports, 
XXXV.,  p.  82)  is,  in  spite  of  the  apparent  contradic- 
tion, strictly  in  accordance  with  the  well-known 
doctrine  of  Cohen  v.  Mitchell,  That  doctrine  exists  not 
for  the  benefit  of  the  undischarged  bankrupt,  but  for 
the  due  protection  of  third  parties'  acting  in  good  faith 
and  for  value.  Such  a  doctrine  could  not  possibly  be 
extended  to  provide  equal  concessions  to  the  recipients 
of  free  gifts. 

Btook  Exohantfe     ^*  *^  ^^  interest  to  note  that,  with  the 
Prioei  at  the  end  exception  of  Middlesbrough  and  Shef- 
•^  ^"^  field,  the  Stocks  of  all  English  local 

authorities  show  a  fall  in  prices  at  the  end  of  1906,  as 
compared  with  the  31st  December  1905.  The  shrinkage 
varies  from  i  per  cent,  in  the  case  of  the  Somerset 
County  Council,  and  Bristol,  Eastbourne,  Penzance, 
and  West  Ham  Corporations  up  to  4  per  cent,  for 
Birmingham  and  London  (2}  percent.),  while  for  London 
County  Council  2}  and  3  per  cent,  the  fall  is  no  less 
than  5i  per  cent.  Upon  the  average,  British  and  Indian 
funds  are  down  27  per  cent.,  foreign  and  colonial 
municipal  securities  down  2*6  per  cent.,  home  corpora- 
tions down  2'4  per  cent.,  while  gas  issues  show  an 
average  decline  of  8*4  per  cent.,  insurance  shares  16*0 
per  cent.,  and  brewery  securities  i7'9  per  cent.  The 
last  two  can,  of  course,  be  readily  explained,  quite 
irrespective  of  considerations  affecting  the  money 
market ;  but,  upon  the  whole,  it  seems  somewhat  sur- 
prising that  municipal  stocks  should  be  standing  as 
well  as  they  are. 


The  Law's 
Delays. 


Upon  the  opening  of  a  new  legal  term 
it  is  quite  the  usual  thing  for  us  to  have 
to  chronicle  a  substantial  increase  in  the  number  of 
cases  awaiting  trial,  but  it  is  not  often  that  the  arrears 
accumulate  to  such  an  extent  as  at  the  opening  of  the 
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Hilary  Sittings  on  the  nth  inst.  In  the  Appeal  Court 
345  cases  are  awaiting  trial,  against  275  a  year  ago.  The 
arrears  in  this  division,  which  for  the  past  three  years 
have  exceeded  the  arrears  in  the  Chancery  Division, 
are  greater  than  at  any  time  since  1903.  In  the 
Chancery  Division  there  are  310  cases  awaiting  trial, 
against  223  a  year  ago.  It  is  necessary  to  go  back  to 
1901  in  order  to  find  a  time  when  the  congestion  of  this 
Division  was  greater  than  it  is  now.  In  the  King's 
Bench  Division  there  are  714  cases  awaiting  trial, 
against  619  a  twelvemonth  since,  and  the  total  is  con- 
siderably larger  than  in  any  of  the  six  previous  years, 
while  the  Divisional  Court  shows  an  equally  serious 
condition  of  affairs,  there  being  266  cases  on  the  list, 
against  170  at  the  commencement  of  the  Hilary  Sittings 
in  1900.  It  is  only  fair  to  add,  however,  that  there  were 
289  cases  awaiting  the  decision  of  the  Divisional  Court 
at  the  commencement  of  1906.  The  point  is  the  more 
serious,  however,  in  that  there  are  in  the  King's  Bench 
list  no  less  than  177  matters  which  were  set  down  for 
trial  in  January  or  February  of  last  year,  and  which 
have  been  thus  practically  a  year  awaiting  their  turn. 


A  New         In  accordance  with  the  provisions  and 

Trustee  Stock,      restrictions   of  Sections  2   (3)   of  the 

Trustee   Act,  1893,   New   South   Wales  3J  per  cent. 

Stock  (1930-50)  has  now  been  added  to  the  list  of  trust 

investments  authorished  by  that  measure. 


Insoranoe  Rates  ^^^  *^®  ^^^^  ®*^^*  years  there  has  been  a 
Id  Western  fixed  fire  insurance  tariff  among  the 
Australia.  various  offices  doing  business  with 
Western  Australia.  This  agreement,  however,  suddenly 
broke  down  at  the  commencement  of  the  present 
year,  and  as  a  result  rates  have  been  cut  down 
almost  to  vanishing  point,  many  lines  having  been 
completed  at  one-fourth  of  the  tariff  prices.  In  one 
particular  case  it  is  stated  that  premiums  which 
formerly  amounted  to  ;f328  7s.  6d.  per  annum 
will  be  reduced  to  ;f22  los.  6d.  Those,  however, 
who  consider  something  besides  the  immediate  super- 
ficial saving  of  expenditure  would  perhaps  do  well 
to  ask  themselves  whether  there  is  any  possibility  of 
business  conducted  at  such  prices  resulting  in  a  reason- 
able margin  of  profit  to  insurance  companies.  In  the 
absence  of  such  an  assurance  it  is  obvious  that  it  would 
be  most  imprudent  to  place  the  business  with  any  offices 
other  than  those  whose  accumulated  reserves  are 
sufficiently  abundant  to  absolutely  guarantee  their 
"Mlity  to  carr>'  out  their  contracts. 


"The  For    some    time    past   our    energetic 

Aocoontants*  ,,  ,  ,  u  v 

Journal"— Hew    n^oi^thly     contemporary      has     been 

Competitions,      endeavouring  to  arouse  something  akin 

to  enthusiasm  among  accountant  students,  but  with 

only  qualified  success.    A  further  attempt  is  now  being 

made  as  a  result  of  a  recent  essay  competition  asking 

for  suggestions,  and  a  double  series  of  tests  extending 

over  three  months  has  been  started.     Papers  are  to  be 

acknowledged  month  by  month,  but  no  marks  are  to 

be    published    until   the    close    of  each   series.     All 

classes  are  catered  for,  as  the  line  drawn  between  the 

two  papers  is  the  Intermediate  Examination  of  the 

Institute  or  Society;  and,  from  the  questions  which  have 

already  appeared,  we  think  their  educational  value  is 

to  be  commended.    Our  readers  will  doubtless  wish 

our  contemporary  a  hearty  success  in  its  efforts  to  fire 

the  student  ranks,  and  they  can  do  much  to  help  that 

success  by  recommending  the  tests  to  their  student 

friends. 


Consolidated  ^^^  ideaA  rating  system  has  often  been 
Rates  at  Hull,  said  to  be  one  general  rating  authority, 
one  assessment,  one  rate,  one  collection  system,  and 
one  audit,  but  the  Local  Government  Board's  attitude 
has  not  been  friendly  towards  this  method.  The  city, 
of  Hull  has,  it  is  reported,  made  a  decided  move  in  the 
direction  of  reform,  and  a  rough  outline  of  the  scheme 
is  given  by  a  correspondent  in  The  Municipal  Journal : — 

*•  (i)  The  joint  operation  of  the  two  Poor  Law  parishes 
in  the  city  with  the  City  Council. 

(2)  The  creation  of  a  new  office — rating  super- 
intendent— by  the  election  thereto  of  the  senior  official 
of  Sculcoates  parish. 

(3)  The  retirement  on  pension  or  promotion  of  senior 
poor  law  servants  of  the  Holy  Trinity  and  St.  Mary 
parish. 

(4)  The  uniformity  in  all  the  city's  assessments  thus 
obtained  by  one  responsible  official. 

(5)  The  consolidation  of  the  separate  staffs  for 
corporate  and  poor  rates  collection. 

(6)  The  immense  simplification  of  the  accounting 
system. 

(7)  The  abolition  of  the  ancient  form  of  counterfoil 
receipt  and  demand  note. 

(8)  The  initiation  of  a  complete  independent  continuous 
audit  system." 

Although  one  parish  only  has  seemingly  adopted  the 
new  scheme,  it  is  hoped  that  the  other  district  will  not 
be  long  aloof,  and  thus  enable  a  consolidated  rate  to  be 
something  quite  within  the  bounds  of  possibility. 
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Mr.  Haiduia  on  The  International  Economic  Congress 
EcoBomica.  convened  by  the  Royal  Economic 
Society,  was  welcomed  by  the  Right  Hon.  R.  B. 
Haldane,  M.P.,  at  the  London  School  of  Economics 
last  week.  In  his  presidential  address  Mr.  Haldane 
is  reported  to  have  said  that  whatever  other  differences 
there  might  be  between  the  various  nations  there  was 
a  brotherhood,  the  reality  of  which  was  asserting  itself 
more  and  more  as  year  succeeded  year — the  brother- 
hood of  science.  We  were  recognising  to-day  that 
international  co-operation  was  essential,  and  in  no 
department  was  this  tendency  more  marked  than  in 
the  department  which  dealt  with  the  science  of  the 
State.  He  cautioned  bis  hearers  to  guard  against  a 
certain  narrowness,  which  came  from  the  lack  of 
international  co-operation,  in  thinking  out  great 
questions  of  science  and  statecraft,  and  he  reminded 
them  that  a  conclusion  with  regard  to  this  island 
was  not  of  necessity,  of  logic,  true  of  other  countries 
which  had  come  to  different  conclusions.  Economic 
questions  must  be  worked  out  with  reference  to  the 
circumstances  of  each  nation ;  they  could  not  draw 
inferences  from  one  case  to  another  without  careful 
comparison  of  conditions.  During  the  week  the 
Congress  discussed  the  question  whether  site  values 
should  be  the  basis  of  local  taxation,  and  the  small 
holdings  problem. 

KaUvay  An  interesting  article  appeared  in  a 
BUtlsUcib  recent  issue  of  The  Railway  Gazette, 
which  should  not  be  overlooked  by  those  interested  in 
the  problem  of  making  British  railways  more  effective. 
First  and  foremost  in  this  direction  stands  the  question 
of  adequate  statistics.  Much  has  already  been  written 
on  this  subject  without  any  apparent  result  beyond, 
perhaps,  the  negative  one  of  conversion  as  regards 
belief;  but,  perhaps,  the  report  of  the  Board  of  Trade 
Committee,  now  considering  the  present  statutory  form 
of  accounts  and  the  dependent  statistics,  will  effect  a 
move  when  it  is  published.  Two  points  made  in  the 
article  in  our  contemporary — which,  by  the  way,  is 
mainly  descriptive  of  the  British  and  American  rail- 
way daily  returns  for  checking  freight  traffic  with  a 
view  to  economic  working — are  worth  quoting.  One 
is  to  the  effect  that  "  the  terminal  cost  is  the  constant 
and  the  length  of  haul  is  the  variable,"  and  the  other 
cites  the  fact  that,  in  this  country,  locomotives  and 
roUing-stock  are  not  provided  for  the  traffic  but  the 
traffic  has  to  be  adapted  to  them.  These  are  important 
questions,  and  will  furnish  much  food  for  thought  to 
the  earnest  student  of  transportation. 


The  Taxation      A    well-attended    special    meeting  of 
Oompanles  in      n^^mbers  of  the  London  Chamber  of 
Franoe.  Commerce  was  held  recently  for  the 

purpose  of  considering  what  representations  should  be 
made  to  the  Secretary  of  State  for  Foreign  Affairs 
relative  to  the  Bill  which  has  been  deposited  by  the 
French  Government  in  the  Chamber  of  Deputies  affect- 
ing foreign  companies  trading  in  France.  We  have 
already  commented  upon  the  Bill  in  these  columns,  and 
there  will,  therefore,  be  no  necessity  to  outline  the 
causes  of  the  dissatisfaction.  From  a  report  of  the 
proceedings  we  understand  that  there  was  no  desire  to 
show  hostility  in  any  way ;  the  arguments  may  be 
summed  up  as  follows  : — 

(i)  Law  levelled  at  French  companies  registered 
as  English  companies  in  London. 

(2)  What  was  meant  by  the  establishment  of  a 
branch. 

(3)  If  Act  passed  French  branches  would  be  closed, 
and  business  done  with  agents. 

(4)  Objection  to  disclosure  of  private  affairs  by 
publication  of  Balance  Sheets  of  non-public  com- 
panies, unless  all  French  companies  were  also 
brought  within  the  clause. 

(5)  New  law  should  relate  to  new  companies,  and 
not  be  applicable  to  established  concerns. 

(6)  Leading  French  banks  were  opposed  to  the 
law  because  they  foresaw  that  it  would  seriously 
hamper  British  companies. 

(7)  French  companies  in  England  were  not  subject 
to  such  a  tax,  and  a  quid  pro  quo  should  be  given. 

It  was  ultimately  resolved  that  a  deputation  should 
wait  upon  the  Foreign  Office  and  lay  before  it  the 
views  of  the  Chamber. 


Points  in  Two  interesting  cases  came  before  Mr. 
Company  Law.  Justice  Warrington  last  month.  In  the 
first  instance  (Re  Cyclists'  Touring  Club)  an  application 
was  made  under  the  Companies  (Memorandum  of 
Association)  Act,  1890,  asking  the  Court  to  sanction  an 
alteration  of  the  memorandum  of  association  of  the 
Cyclists'  Touring  Club,  so  as  to  broaden  the  basis  of 
the  club,  and  extend  the  advantages  and  privileges  of 
its  membership  to  motorists.  The  club  had  passed  and 
confirmed  a  special  resolution  to  extend  the  objects  of 
the  club.  The  Judge  is  reported  to  have  said  that  he 
was  not  satisfied  that  the  change  was  in  the  interests 
of  the  club  generally,  and  he  was  bound  by  the  Act  to 
have  regard  to  the  interests  of  all.  In  addition  to  this, 
he  could  not  take  the  votes  given  at  the  meetings 
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really  representing  the  views  of  the  clab  as  a  whole. 
The  real  ground  upon  which  he  should  refuse  to 
sanction  the  alteration  was  because  it  did  not  come 
within  the  Act  at  all.  The  proposed  alteration  would 
alter  the  business  of  the  club  completely,  and  would 
cause  the  promotion  of  tlie  benefits  to  cyclists  to  cease 
to  be  the  main  object  of  the  club.  It  seemed  to  him 
that  one  of  the  objects  of  the  club  was  to  protect 
cyclists  against  motorists ;  if  the  two  businesses  were 
combined  cyclists  could  only  protect  themselves 
against  motorists  by  taking  proceedings  against 
members  of  their  own  class.  The  protection  of 
cyclists  could  not  be  combined  as  a  business  with  that 
of  the  protection  of  motorists.  The  second  case  (Re 
Furriers'  Alliance,  Lim,)  presented  a  peculiar  point. 
This  was  a  petition  presented  by  a  shareholder  for  an 
order  to  wind  up  the  company  on  the  ground  that  it 
was  just  and  equitable,  within  the  meaning  of  Sec- 
tion 79,  Subsection  5,  of  the  Companies  Act,  1862, 
that  the  company  should  be  wound  up.  The  articles 
provided  that  the  number  of  directors  should  not  be 
less  than  two  nor  more  than  three,  two  to  be  a  quorum. 
A.  and  B.  had  been  appointed  the  first  directors,  but 
they  had  failed  to  agree  in  the  carrying  on  of  the  busi- 
ness of  the  company,  hence  the  present  petition.  For 
the  petitioner  it  was  argued  that  there  was  an  absolute 
deadlock,  as  the  two  directors  could  not  agree  on  any 
single  subject,  and  that  the  company  could  not  be 
carried  on  under  such  conditions.  The  Judge  said  that 
he  came  to  the  conclusion  that,  under  the  articles, 
there  was  power  to  appoint  a  third  director  in  the 
circumstances  which  existed  in  the  case,  and  while  it 
might  be  said  that  there  was  a  deadlock  between  the 
two,  it  must  be  remembered  that  there  was  an 
authority  which  could  be  invoked  —  namely,  the 
authority  of  the  majority  of  the  shareholders  of  the 
company.  It  seemed,  therefore,  to  him  that  the  dead- 
lock was  only  of  a  temporary  character,  and  as  it  was 
possible  under  the  articles  to  appoint  an  additional 
director  there  might  be  no  deadlock  at  all,  and  the 
business  of  the  company  could  go  on.  The  present 
case,  therefore,  did  not,  in  his  opinion,  come  within  the 
limits  of  the  Act,  and  the  petition  must  be  dismissed, 
with  costs. 


The  BzamlnatloD  'The  results  of  the  recent  Intermediate 
Reialta.  and  Final  Examinations  of  the  Insti- 

tute, which  were  announced  in  our  last  issue,  show  an 
exceptionally  large  number  of  failures — namely,  32*2 
per  cent,  in  the  former,  and  43*1  per  cent,  in  the  latter, 


or  some  20  per  cent,  more  than  usual.  We  rather 
anticipate  that  this  serious  increase  in  the  number  of 
unsuccessful  candidates,  especially  at  the  Final  Exami- 
nation (where  failure  is  naturally  a  much  more  serious 
matter),  may  have  been  caused  by  certain  of  the 
questions  set  in  some  of  the  examination  papers.  The 
Partnership  paper  is  long,  and  besides  asking  for  a 
complete  pro  formd  set  of  Cost  Accounts  and  an 
explanation  of  the  principles  upon  which  they  should 
be  based — a  question  that  would  take  a  very  long 
time  to  answer  satisfactorily — contains  two  questions, 
Nos.  5  and  6,  which  are  of  little  value  for  practical 
purposes,  while  the  last-named  is  framed  in  a  very 
confusing  manner.  No.  10  also  is  not  without  exception, 
in  that  it  asks  for  a  form  of  Journal  suitable  for  record- 
ing certain  specified  transactions  when  opinions  differ 
considerably  as  to  the  Journal  being  a  suitable  means 
of  record  therefor.  The  "  Rights  and  Duties "  paper 
contains  two  questions,  Nos.  7  and  8,  which  are  rather 
pointless;  the  Executorship  paper  repeats  the  same 
question  about  Cost  Accounts  contained  in  the  Partner- 
ship paper,  while  No.  6— in  spite  of  its  length — is 
deficient  in  detail.  We  think  it  improbable  that  any- 
one can  have  answered  all  the  questions  set  at  these 
three  examinations  in  a  perfectly  satisfactory  manner. 
Comparatively  speaking,  the  Auditing  paper  was 
harmless,  if  undistinguished,  while  the  two  legal  papers 
were,  upon  the  whole,  quite  fair. 


Rttglitratlon  for  We  should  like  to  point  out  to  our 
the  ProfetsioD.  correspondent  "  Pro- Registration," 
whose  letter  Under  the  above  heading  appeared  in  our 
last  week's  issue,  that  the  title  "  accountant  '*  was  la 
existence  long  before  there  was  an  accountancy  pro- 
fession as  at  present  understood,  and  that  therefore  it 
is  impracticable  to  look  for  any  legislation  restricting 
the  use  of  the  term  **  accountant "  to  professional 
accountants.  It  would  be  as  reasonable — and  even 
more  reasonable — for  members  of  the  clerical  profes- 
sion to  agitate  for  legislation  to  confine  the  designation 
"  clerk "  to  members  of  their  order.  If  professional 
accountants  desire  to  have  the  exclusive  use  of  some 
distinguishing  name,  there  is,  as  we  have  already 
pointed  out  in  these  columns,  nothing  for  it  but  for 
them  to  invent  a  new  name  of  their  own  which  has  not 
been  already  appropriated  in  another  connection.  There 
would  be  an  excellent  precedent  for  this,  in  that  the 
expression  "solicitor"  is  of,  comparatively  speaking, 
modem  origin ;  moreover,  the  term  "  accountant  *'  only 
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qaite  incompletely  describes  the  nature  of  the  daties 
devolving  upon  members  of  the  accountancy  profession. 


me  At  a  Council  of  all  the  Judges  of  the 

LentfYMaUon.  Supreme  Court  held  at  the  Royal 
Courts  of  Justice  on  the  nth  inst.,  the  Lord  Chancellor 
presiding,  it  was  decided  to  alter  the  date  of  the 
beginning  of  the  Long  Vacation  from  August  13th  to 
August  I,  and  to  advance  the  commencement  of  the 
Michaelmas  Sittings  from  October  24th  to  October  12th. 
A  Committee  of  Judges  was  appointed  to  consider 
details,  and  to  prepare  an  Order  in  Council,  and  it  is 
expected  that  the  alteration  will  come  into  effect  this 
year.  The  change  will  undoubtedly  be  greatly  appre- 
ciated by  business  men,  who  have  in  the  past  been  too 
frequently  compelled  by  pending  litigation  to  remain 
in  town  a  fortnight  after  their  dead  season  has  com- 
menced. The  anomaly  of  the  Courts  sitting  on  a  legal 
Bank  Holiday  will  also  be  done  away  with. 


Corre9pon5ence  an^  £nautrfe0. 


All  communications  to  the  Editor  should  be 
by  letter  only. 


{Wg  are  at  all  times  ready  to  insert  correspondence  on 
weatters  of  interest  to  the  Profession^  but  we  do  not  of  coarse 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  omr  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents^  not  necessarily  for 
publication,  but  as  a  guarantee  of  good  faith.] 


Use  of  Title  "Chartered  Accountant"  by  Persons 
not  having  taken  out  their  Certificates. 

(r#  the  Editor  of  The  Accountant.) 
Sir, — Having  been  asked  now  and  again  to  audit  the 
accounts  of  small  charities,  I  wish  to  ascertain,  through 
your  paper,  whether  it  is  in  accordance  with  profes- 
sional etiquette  to  sign  oneself  '*  Chartered  Accoun- 
tant" without  having  ever  taken  out  a  certificate  of 
practice.  Needless  to  say,  there  is  no  remuneration 
for  the  work. 

There  is  a  further  question  which  occurs  to  me, 
thoogh  it  does  not  affect  myself.  If  the  auditor  of  a 
small  limited  company  were  an  A.C.A.,  who  is  not  in 


practice,  may  he  avail  himself  of  his  qualifications  and 
certificate  ? 

I  enclose  my  card,  and  remain, 

Yours  faithfully, 

January  10th  1907.  JUVENIS. 

[All  members  of  the  Institute  are  entitled  to  describe 
themselves  as  such. — Ed.  Acct.l 


Succession  Duty.— Capital  or  Income. 

{To  the  Editor  of  The  Accountant.) 
Sir,— I  shall  be  obliged  if  any  one  of  your  readers 
will  kindly  give  me  an  opinion  on  the  following 
matter :—"  A.,"  on  attaining  his  majority,  becomes  a 
tenant-for-life  in  a  portion  of  an  estate,  with  a  power 
of  appointment  over  such  portion.  Succession  duty, 
computed  on  the  value  of  an  annuity  on  "  A.'s  "  life, 
producing  an  income  equal  to  the  annual  income 
derived  from  the  estate,  is  paid.  Should  this  duty 
be  charged  against  capital  or  income  ? 

Thanking  you  in  anticipation  of  an  insertion  of  this 
letter  in  your  valuable  paper, 

I  am,  yours  faithfully, 

H.  R. 


The  Rights  of  Creditors. 

(7*0  the  Editor  of  The  Accountant,) 

Sir,— A  case,  short  particulars  of  which  are  as 
follow,  has  recently  come  under  my  notice,  and  I 
should  be  much  obliged  if  you  could  advise  me  as  to 
the  best  course  to  be  taken. 

"  A."  was  a  manufacturer  who  carried  on  business 
on  his  own  account,  and  after  a  certain  period,  either 
through  bad  management  or  some  other  reason,  he  got 
into  difficulties  and  became  a  bankrupt. 

The  bankrupt  "  A.,"  whilst  still  undischarged,  again 
went  into  business,  this  time  in  his  wife's  name,  pre- 
sumably as  manager.  The  business  of  the  wife's  we 
will  call  "  B."  This  business  was  run  for  a  certain 
length  of  time,  but  unfortunately  the  time  came  when 
it  could  no  longer  meet  its  liabilities.  The  business 
"  B."  (it  is  understood  by  the  creditors)  had  been  run 
on  the  hire-purchase  system,  as  to  the  purchase  of  the 
machinery  and  room,  and  the  landlord  eventually  closed 
the  place  down  when  the  payments  got  behind. 

When  the  business  "  B."  was  stopped,  the  liabilities 
ranked  at  about  ;f500,  being  three  creditors:  No.  i, 
about  ;fi8o;  No.  2,  £2iz\  and  No.  3,  about  ;fioo. 
Previous  to  the  business  "  B."  being  absolutely  stopped, 
the  creditor  No.  i  came  forward  and  tried  to  form  " 
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plan  for  the  working  of  the  business  by  the  principal 
creditors,  but  the  idea  was  not  taken  up. 

Almost  immediately  after  the  suggestion  of  creditor 
No.  I  had  been  made  and  not  accepted,  the  business 
"  B."  was  closed  down.  No  report  of  any  kind  was 
offered  to  the  creditors  nor  any  statement  of  accounts 
furnished.  If  there  were  any  available  assets  at  all  the 
creditors  know  nothing  of  them. 

When  the  business  "  B."  is  stopped  a  limited  liability 
company  is  at  once  formed  by  creditor  No.  i,  in  the 
name  of  the  son  of  debtors  *»  A."  and  '*  B."  "  A."  is 
taken  in  as  manager,  and  his  son  keeps  the  books  and 
does  odd  work  in  the  warehouse.  The  creditor  No.  i 
signs  every  cheque  himself,  and  the  signatories  to  the 
memorandum  are  composed  of  himself,  his  brothers,  and 
his  agent  in  the  town  where  the  hmited  company  is 
carried  on.  The  debtor  "A."  and  his  son  are 
empowered  to  endorse  cheques  for  the  purpose  of 
paying  remittances  into  the  bank.  The  limited  com- 
pany carry  on  their  business  in  the  same  room  as 
formerly  occupied  by  the  firm  "  B.,"  and  run  exactly 
the  same  machines  which  the  firm  "  B."  worked,  which 
for  a  period  they  have  hired  from  the  landlord,  it  is 
understood,  by  an  arrangement,  to  be  taken  on  the 
hire-purchase  system  at  a  later  period. 

The  points  I  wish  to  know  are : — 

Can  the  creditors  of  the  business  "  B."  obtain  a  state- 
ment of  afifairs  at  the  date  of  ceasing  business  by  any 
other  means  than  that  of  a  bankruptcy  notice,  after  a 
final  judgment  ? 

If  this  could  be  obtained  it  could  be  seen  whether 
there  were  any  existing  assets  at  the  date  of  "  B.'s  " 
closing  of  business  (the  most  likely  of  which  is  stock), 
and,  if  so,  whether  the  newly-formed  limited  company 
has  perhaps  taken  them  over,  thus  taking  upon  itself 
the  existing  liabilities  also.  The  difficulty  in  this  case 
is  that  if  bankruptcy  proceedings  were  taken  against 
"  B."  no  satisfaction  whatever  would  be  obtained,  but 
if  the  limited  company— which  has  practically  taken  the 
old  business,  with  primd  facie  no  assets,  and  purposely 
leaving  out  the  liabilities  (creditors)— could  be  fixed 
with  having  actually  taken  over  this  business  with  its 
liabilities,  satisfaction  could  be  obtained. 

Thanking  you  in  anticipation  of  your  advice, 

I  am,  yours  faithfully, 

January  i6th  1907.  C.  B. 


A  Question  of  Probate. 

{To  the  Editor  of  The  Accountant,) 

Sir, — I  should  be  exceedingly  obliged  if  you  would 

give  me  a  little  information  on    the   following  point 

An  old  gentleman  (who  had  three  sons  and  a  daughter) 

was  enticed  by  a  young  lady  to  marry  her,  and  to  carry 

out  this    object  she   had    him  taken  to  church  in  a 

Bath  chair,  he  being  unable  to  walk,  and  practically 

an  imbecile.    Immediately  the  marriage    had   taken 

place  she  began  to  sell  his  property,  and  induced  him 

to  execute  a  will  entirely  in  her  favour.     He  very  soon 

died,  and  his  children  entered  a  caveat  against  the 

probate  being  granted.    I  understand  that  the  caveat 

only  remains  in  force  six  months.    What  is  the  next 

move  the  children  should  make,  and  must  it  be  done 

collectively  or  by  the  eldest  son  ?     I   take  it  that  it 

would  be  no  use  to  apply  for  letters  of  administration 

until  the  caveat  has  been  disposed  of.    Will  you  be  so 

good  as  to  briefly  explain  the  usual  procedure  on  this 

matter. 

Yours  faithfully, 

January  i^th  1907.  ARA. 

[The  "usual    procedure"    is   to    consult    a   good 

solicitor,  and  abide  by  his  advice. — Ed.  Acct.] 


Tlotttnabam  Cbartered  accountants 
Stu&ent0'  Societg. 


The  Principles  of  Percentag:e8  of  Cost  as  Applied 
to  Various  Businesses. 


By  Mr.  W.  H.  Fox.  F.C.A. 


A  MEETING  of  the  above  Society  was  held  at  the  Victoria 
Station  Hotel,  Nottingham,  on  Friday,  the  i6th  November 
1906,  when  Mr.  W.  H.  Fox,  F.C.A.  (of  the  firm  of  Fox. 
Sissons  &  Co.,  London),  gave  a  lecture  under  the  above  title. 
Tea  was  provided  at  the  invitation  of  the  senior  Society, 
over  which  Mr.  S.  P.  Derbyshire  presided. 

Mr.  T.  G.  Mellors  took  the  chair  at  the  subsequent  pro- 
ceedings. He  said  that  the  question  of  percentages  was  a 
rather  difficult  one,  and  he  was  quite  sure  the  evening  would 
be  well  spent  in  considering  them  as  applied  to  various 
businesses. 

Mr.  W.  H.  Fox  said :  The  Chairman  has  mentioned  to 
you  the  subject  of  the  lecture.  The  scheme  I  have  adopted 
is  as  follows — I  have  taken  four  different  businesses,  the 
figures  of  which  we  will  consider  together,  although  I  am 
afraid  it  will  be  impossible  to  exhaust  all  the  possibilities  of 
these  in  detail  in  the  half-hour  we  can  devote  to  the  subject 
to-night. 
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I  have  had  the  four  sets  of  accounts  printed  and  they  are 
in  your  hands  in  order  to  enable  you  to  follow  the  figures, 
which  we  shall  proceed  to  discuss.  The  four  sets  of  accounts 
are  marked  A,  B,  C,  and  D,  and  begin  in  a  simple  form, 
becoming  more  complicated  as  we  proceed. 

The  first  business  *'  A  "  is  a  very  simple  one,  that  of  dress- 
making. The  second  "  B  "  is  an  accountant's  business,  the 
third  •'  C  "  is  that  of  paper-making,  and  the  fourth  "  D  "  is 
that  of  brewing.  These  are  not  the  actual  figures  of  existing 
businesses,  but  are  arrived  at  by  taking  an  average  of  various 
actual  figures  and  relate  to  different  periods. 

Before  discussing  these  figures  I  should  like  to  make 
a  few  preliminary  observations,  and  the  first  question  we 
have  to  ask  ourselves  is:  What  is  the  best  plan  of 
dealing  with  percentage  statements  from  a  practical 
point  of  view,  and  a  point  of  view  which  will  be 
most  useful  to  our  clients  ?  We  can  sit  down  and  multiply 
complicated  percentage  statements  of  all  sorts,  and  some 
acconntants  are,  I  think,  rather  inclined  to  do  that.  We 
should,  however,  carefully  consider  what  is  the  best  form  in 
which  we  can  prepare  and  arrange  figures  which  our  clients 
can  make  use  of,  and  on  which  we  can  advise  them. 

The  next  question  arises : — Are  we  to  take  the  percentages 
on  the  "  Sale  "  or  on  the  "  Cost "  totals  ?  On  that  point  my 
view  is  that  the  manufacturer  or  trader  works  out  his  own 
costs,  and  having  arrived  at  the  cost  of  a  particular  article, 
he  decides  how  much  he  can  add  on  before  he  reaches  the 
figure  which  he  can  charge  his  customer.  Of  course,  he 
adds  as  much  as  he  reasonably  can,  but  the  competition  in 
trade  of  other  manufacturers  will  prevent  him  obtaining  an 
unreasonable  price  for  the  articles  dealt  in. 

After  this  we.  as  accountants,  come  in  to  check  the  books, 
and  if  we  are  to  make  any  complete  and  useful  statement  of 
percentages  for  our  client,  the  calculations  must  be  taken 
upon  the  amount  of  the  s(fles,  as  only  by  that  means  can  we 
obtain  the  percentage  figures  of  the  various  items  of  cost  and 
the  useful  percentage  figure  of  net  profit,  which  go  to  make 
up  the  total. 

One  often  hears  people  ask  this  sort  of  question: 
"  Supposing  an  article  is  bought  for  ;f  loo  and  sold  for  ;f  125, 
what  is  the  profit  per  cent,  on  that  article  ?  Now  ther^  are 
two  answers  to  that.  First  of  all,  the  profit  figure  of  £25 
represents  25  per  cent,  on  the  cost,  but  it  is  only  20  per  cent. 
on  the  sale  price. 

If,  again,  the  article  is  bought  for  £75*  and  sold  for  ;J  100, 
there  is  still  a  profit  of  £25 »  but  the  percentage  is  33 J  per 
cent,  on  the  cost,  and  25  per  cent,  on  the  sale  price. 

There  is,  therefore,  always  a  specific  relation  between  the 
profit  percentage  on  the  cost  and  the  profit  percentage  on  the 
sale  price,  and  on  working  this  out  we  arrive  at  the  following 
axiom,  viz.  ;— 


*'  That  a  trader  cannot  make  more  than  100  per  cent. 

profit  on  the  amount  of  his  sales,  and  he  cannot  lose  more 

than  100  per  cent,  on  his  cost." 

There  is  a  converse  to  this  proposition,  viz. : — That  there 
is  no  limit  to  the  percentage  of  possible  loss  taken  on  the 
sale  price,  and  there  is  no  limit  to  the  percentage  of  possible 
profit  taken  on  the  cost  price.  In  order  that  you  may  realise 
my  meaning  1  have  prepared  two  short  tables  as  follows : — 

Table   I. 


Sale 

Cost 

Figure 

Figure 

£ 

k 

100 

100 

I 

100 

10 

100 

25 

100 

50 

100 

90 

100 

100 

100 

■   no 

100 

150 

100 

500 

100 

1,000 

100 

10.000 

Amount  of 

+  Profit  or 

—  I-oss 


£ 

+   100 


+     99 

+  90 
+  75 
I-  50 
f  10 
Nil 

-  10 

-  50 

-  400 

-  900 
-  9.900 


Percentage  of 
+  Profit  or 
—  Loss  on 
Sale  Figure 


+  100 


10 


-  50 

-  400 

-  900 
9,900 


Percentage  of 
+  Profit  or 
—  Loss  on 
Cost  Figure 


;^> 


^ii 

+  9.900 

+  900 

+  300 

+  100 

4     iri 
o 

-  909 

-  33* 

-  80 

-  90 

-  99 


Table   II. 


Cost 

Sale 

Amount  of 
+  Profit  or 

Figure 

F  igure 

—  Loss 

£ 

£ 

£ 

100 

Nil 

-  100 

100 

I 

-     99 

100 

10 

-     90 

100 

25 

-     75 

100 

50 

-     50 

100 

90 

-     10     - 

100 

100 

Nil 

100 

no 

+     10 

100 

«5o 

+     50 

100 

500 

+  400 

100 

1,000 

+  900 

100 

10,000 

+  9.900 

Percentage  of 
+  Profit  or 
—  Loss  on 
Cost  Figure 


% 

-  100 

-  9? 

-  90 

-  75 

-  50 

-  10 

o 
+  10 
+  50 
+  400 
+  900 
+  9.900 


Percentage  of 
+  Profit  or 
—  Loss  on 
Sale  Figure 


% 

Nil 

-  9.900 

-  900 

—  300 

-  100 

—  IT 


909 
33ft 
80 
90 

99 


You  may  find  it  interesting  and  instructive  to  work  out  a 
similar  table  for  yourselves  at  leisure. 

We  will  now  consider  the  figures  contained  in  the  State- 
ments of  Account  A,  B,  C.  and  D,  copies  of  which  you  have 
before  you. 

These  show  more  or  less  the  results  of  actual  trading,  and 
if  you  have  any  business  of  the  nature  I  have  mentioned  you 
will  find  it  useful  to  have  a  percentage  statement  by  which 
you  may  be  enabled  to  check  the  trading  figures  actually 
arrived  at  by  your  client. 

Dressmakers*  Accounts. 

The  Statement  ••  A  "  on  the  first  page  contains  the  figures 
of  a  dressmaking  business. 

We  have  first  of  all  the  ordinary  Profit  and  Loss  Account, 
which  is  prepared  from  the  Trial  Balance  and  marked  A^. 
A*  is  a  Profit  and  Loss  Account  adjusted  for  the  purpose  of 
preparing  a  percentage  statement,  and  A'  is  a  percentage 
statement  for  four  years. 
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First  of  all  in  A^  the  amount  of  the  Stock 

and  Materials  is         £l^5    o    o 

That  is  marked  with  an  asterisk,  which 
means  that  it  is  one  of  the  figures  which  falls 
to  be  altered  in  arriving  at  the  figures  on 
which  the  percentage  statement  is  finally 
based. 
We  have  then  Work  in  Progress  on  the  ist 

January  . .         . .         . .         . .         . .  26    o    o 

Materials  Purchased 1,170    o    o 

Wages 605    o    o 

Rent,  Rates,  &c 212    o    o 

Miscellaneous  Expenses  245    o    o 

Abatements         40    o    c 

Then  you  will  obser\'e  the  profit  7.68  per 
cent,  which  is  calculated  on  the  basis  of  the 
total  credit  side  of  the  Profit  and  Loss 
Account,  which,  however,  on  further  consider- 
ation, you  will  admit  is  wrong.  The  per- 
centages should  be  calculated  on  the  net 
figure  of  the  Sales,  and  the  profit  percentage 
should  be  8.85  per  cent.  This,  as  you  will 
see,  is  because  the  amount  on  the  credit  side 
is  reduced  and  the  profit  remains  at  the  same 
figure,  therefore  the  percentage  is  increased. 
Now  we  have  the  Stock  and  Materials  on  the 

debit  side  at  the  beginning  of  the  year     . .  305    o    o 

It  appears  at  the  end  of  the  year       . .         . .  313    o    o 

That  is  adjusted,  as  you   see,  on  the  other 

side,  bringing  down  the       1,170    o    o 

Cost  of  Materials  for  the  year,  to      . .         . .        1,162    o    o 

We  now  come  to  the  •*  Work  in  Progress."  That  is  taken 
sometimes  as  stock,  but  my  view  is  that  any  article  upon 
which  profit  has  to  a  certain  extent  been  earned,  being  work 
done  by  contract  and  for  clients,  does  not  fall  to  be  dealt  with 
in  the  Profit  and  Loss  Account  under  the  head  of  Stocks  of 
Materials,  but  rather  under  the  head  of  •*  Sales,"  as  an 
element  of  profit  will  have  been  included. 

You  will  see  the  distinction  between  the  credit  in  the 
Profit  and  Loss  Account  for  ordinary  materials  purchased  in 
stock,  and  the  credit  at  the  end  of  the  year  for  partly  manu- 
factured dresses  ordered  by  customers  at  the  end  of  the  year. 
The  result  of  this  Work  in  Progress  is  that 

there  is  at  the  beginning  of  the  year        . .  £26    o    o 

And  at  the  end  of  the  year 46    o    o 

There  is,  therefore        20    o    o 

For  goods  partly  manufactured  to  be  added 

to  the  Sales  Account  and  those  original 

sales  of 2,460    o    o 

Are  brought  up  to         2,480    o    o 

Which  after  deducting  the  abatements  figure 


of 


40 


We  arrive  at  a  result  of 


/2,440 


Which  is  that  upon  which  we  calculate  our 
percentages  of  cost  and  expenses. 


In  that    credit   item  of  ^2,440  we  have 
practically  the  amount  against  which  these 
various  headings  of  expenses  bear  a  correct 
ratio. 
In  A*  we  have  an  amended  figure,  viz. : —    ;f2i440    o    o 

made  up  of 
Materials  adjusted       ..         ..  /1.162    o    o 

Wages     . .         605    o    o 

Rent,  Rates,  &c.  . .  . .  21200 
Miscellaneous  Expenses  . .  245  o  o 
Profit 216    o    o 


;f2.440 


There  we  have  adjusted  figures  which  we  can,  with  con- 
fidence, calculate  upon.  You  see  the  percentage  statement 
in  A'  is  for  four  years.  In  the  first  year  the  figures  are 
given  in  detail,  but  for  the  other  years  the  percentages 
simply  are  shown,  comparing  year  by  year.  A  separate 
statement  of  the  various  figures  year  by  year  of  which  the 
total  is  made  up  can  be  separately  prepared,  if  desired,  for 
the  purpose  of  comparison. 

Accountants'  Business, 
Now  let  us  refer  to  Statements  B*,  B»,  and  B«,  relating  to 
the  business  of  an  accountant.  You  will  find  here  some 
actual  figures,  the  results  of  which  perhaps  are  not  very  far 
out,  in  actual  practice  the  profits  from  the  percentage  state- 
ment appearing  at  an  average  of  about  50  per  cent.  I  am 
given  to  understand  that  in  this  part  of  the  world  (Notting- 
ham) the  expenses  are  so  low  and  the  fees  so  high  that  a 
very  much  increased  rate  may  be  expected.  However,  I 
can  only  give  you  the  figures  for  what  they  are  worth,  and 
whether  the  profits  are  above  or  below  the  average  locally 
obtained  must  be  left  to  your  own  individual  experience. 

We  will  run  through  the  figures.  First  of  all  B^  is  the 
ordinary  Profit  and  Loss  Account  for  the  year  1907.  B*  is 
the  Profit  and  Loss  Account  adjusted  for  calculating  per- 
centages of  cost.  B^  is  the  percentage  statement,  showing 
in  this  case  rather  more  details  than  appeared  in  the  previous 
statements  of  account. 

Let  us  begin  by  considering  the  Dr,  side  of  the  Profit  and 
Loss  Account : — 

Time  Balances  at  I  St  January *;fi.o75    o    o 

Salaries    (less    £g$    transferred     to    Office 

Expenses)        *^MS  15    9 

Rent  . .         . .         . .         .  •         . .         . .  350    o    o 

Fuel,  Lighting,  and  Housekeeper      . .         . .  93    6    8 

Salaries  (Office) . .  95    o    o 

Which  is  the  charge  for  members  of  the 
staff  who  attend  to  office  work,  keeping 
Time  Ledgers,  Clients'  Ledgers,  Petty  Cash 
Ledgers,  &c.  (not  the  Private  Ledger,  because 
the  principal  keeps  that).  It  may  be  a 
question  whether  it  is  worth  while  charging 
that  special  item  to  the  office  instead  of  allow- 
ing it  to  remain  in  the  Salaries.     I   think, 
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however,  it  is  because  of  the  close  attention 
called  to  it  year  by  year.  It  shows  how  much 
time  has  been  spent,  and  as  salaries  go  up, 
and  experience  is  gained,  it  is  probable  that 
the  member  of  the  staf!  who  attends  princi- 
pally to  the  office  books  may  be  put  on  more 
remunerative  work,  and  some  younger  man 
may  be  put  into  his  place. 
Office  Books 24     7    3 

I  do  not  think  any  of  these  other  figures  call 
particularly  for  attention. 

The  Stationery  Account  (balance)     . .         . .  23    o    6 

comes  next.  I  would  recommend  that 
stationery  for  Clients'  Accounts,  whether  it 
is  contract  work  including  stationery  and 
disbursements,  or  whether  it  is  special 
time  charges  in  addition  to  stationery, 
should  always  be  charged  to  the  Clients' 
Account,  in  order  that  the  firm  may  see  at 
the  end  of  the  year  whether  the  stationery  is 
properly  looked  after.  Here  the  debit  would 
appear  to  represent  the  actual  paper,  pens, 
&c..  used  in  the  office.  Of  course,  one  may 
purchase  a  good  deal  of  office  paper,  pens, 
and  ink,  &c.,  for  ^23.  and  if  there  is  some 
leakage  in  the  stationery  and  sundries  the 
figure  in  the  Profit  and  Loss  would  call 
attention  to  it. 
Stamps  and  Telegrams  (Office)  . .         . .  33    7     i 

are  rather  large. 
Travelling  Expenses  (Office) 20    7    8 

I  am  not  quite  sure  why  so  much  is  spent 
on  office  travelling. 
Repairs  and  Depreciation       105    8    3 

are  rather  heavy. 

Interest     ..         9000 

That  must  be  for  some  special  arrangement. 
Institute  Subscriptions 10  10    o 

You  will  see  there  are  two  F.C.A.'s  in  this 
office. 

Law  Costs  35  15     o 

Sundries 73    i  10 

Abatements  and  Bad  Debts ^356    8    9 

Clients'  Disbursements^  included  in  Accounts 

delivered  . .         575    6    o 

Interest  on  Capital  (not  charged)  — 

Those  items  marked  with  an  asterisk  will 
be  altered  in  arriving  at  the  correct  figure 
npon  which  we  are  to  calculate  our  per- 
centages. 

Total  of  Dr.  items         /4,8o6  14    9 

Profit  balance 2,700    o    o 

/7,5o6  14    9 


On  the  credit  side  we  have — 
Fees  and  Charges 
Time  Balances  at  31st  December 
Proportion  of  Premiums  Account 
Interest  on  Investments 


Total  of  Cr.  items 


5.361  14 
2,045  0 

60    0 
40    0 

9 
0 
0 
0 

/7.506 14 

9 

Our  object  is  now  to  bring  our  credit  side  of  the  Profit 
and  Loss  to  such  a  figure  that  we  can  properly  charge  our 
percentage  of  costs  against  it.  There  is  an  item  here,  first 
of  all.  Time  Balances.  They  are  to  be  valued  at  not  too 
high  a  price,  but  a  reasonable  figure,  taking  into  account 
their  probable  realisation.  The  interest  we  alter  by  the 
deduction  of  the  Interest  on  Investments.  The  Salary 
Account  is  not  fixed,  because  we  deduct  the  proportionate 
premiums  received ,  from  articled  clerks,  and  one-fifth  of 
tha>t  amount  is  credited  to  Salaries. 

Then  we  have  Abatements  and  Bad  Debts,  ;f  356.  I  have 
deducted  that  from  the  Fees  and  Charges  instead  of  show- 
ing the  item  separately  as  a  bad  debt  in  the  percentage 
statement.  In  an  accountant's  business,  if  the  account 
becomes  bad  before  the  work  is  completed  it  is  better  not 
to  bring  it  in  to  the  Clients'  Ledger  at  all,  in  which  case 
the  Credit  on  Fees  Account  would  be  {jroportionately 
reduced,  and  it  appears  to  me  to  be  the  bettex  plan., 
assuming  the  account  has  actually  been  rendered  and 
debited  to  the  client,  to  reduce  the  amount  of  the  Fees 
Account  in  the  same  manner,  instead  of  treating  it  on  the 
debit  side  of  the  Profit  and  Loss  Account  as  an  item*of 
cost.  It  is  not  quite  like  a  trading  debt  where  a  man  has 
sold  goods  that  cost  him  perhaps  £80  and  he  expects  to  get 
;^ioo.  In  that  case  there  is  ;^8o  actual  loss.  I  think  in  the 
case  of  an  accountant  the  proi>er  plan  is  also  to  deduct  the 
abatements  from  the  Fees  Account.  That  is  a  question 
upon  which  I  should  be  glad  to  hear  the  views  of  those 
present. 

I  am  more  inclined  to  that  view  for  the  following  reason, 
viz. :  — that  it  is  a  great  mistake  for  an  accountauft  to  sue 
anybody  for  work  done.  If  a  man  won't  pay  I  should 
always  write  it  off  and  close  the  account  as  quickly  as 
possible.  I  did  once  many  years  ago  sue  a  man  for  £2$ ; 
it  cost  me  about  ;f  150  to  do  so,  and  the  man  became  bank- 
rupt, and  there  was  little,  if  any,  dividend.  If  a  client 
will  not  pay,  treat  him  as  Dogberry  advised,  viz. :  — "  Let 
him  go,  and  thank  God  you  are  rid  of  a  knave."  (Laughter.) 

We  now  have  the  net  figure  of  ;^5,4oo.  The  percentage 
on  the  gross  credit  side  of  B^,  before  the  figures  were 
adjusted,  came  to  35  per  cent,  profit,  but  on  the  adjusted 
figures,  howiever,  as  you  see,  it  comes  to  50  per  cent, 

Paper-Makers^  Accounts. 
If  you  turn  to  Section  C,  this  is  a  paper-making  business, 
and  the  summary  of  ordinary  Profit  and  Loss  Account 
appears  as  Ch  Here  the  items  that  have  to  be  adjusted 
are  Stock  of  Paper,  Stock  of  Materials,  Materials  Pur- 
chased, and  Wages,  which  all  require  to  be  altered. 
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As  the  percentages  stand  on  the  unadjusted  credit  side  of 
the  Revenue  Account,  the  profit  figures  are  14.42  per  cent., 
and  this  is  brought  on  the  amended  figures  to  26  per  cent., 
showing  it  would  not  do  at  all  to  take  the  credit  side  of  a 
Profit  and  Loss  Account  as  it  stands  with  a  view  of 
calculating  percentages  upon  it. 

This  is  a  rather  more  complicated  account  than  the  two 
preceding  accounts,  but  you  will  be  able  to  follow  out  the 
figures  in  detail  on  the  statements.  What  I  want  particu- 
larly to  call  your  attention  to  is  the  last  statement,  C*, 
which  shows  the  manner  in  which  the  figures  appearing  in 
the  original  Profit  and  Loss  Account  have  to  be  adjusted 
and  amended  for  the  purpose  of  calculating  percentages. 

We  first  have  Materials  Purchased,  showing  the  details 
of  ;^i,7oo.  We  have  Wages  paid  of  ;f  1,200.  Looking  back, 
we  find  there  is  an  increase  in  Stock  and  Materials.  This 
is  not  an  increase  of  manufactured  stuff,  but  consists  of 
materials  which  we  can  identify  and  adjust,  especially 
over  each  item  of  outlay  on  materials. 

W^e  have  a  total  of  ;^2oo  inorease  in  Stock  of  Materials, 
and  tliese  are  distinct  figures.  If  we  deduct  this  figure  we 
come  to  the  third  coliunn,  showing  the  total  net  amount 
used  in  manufacture  ;^i,5oo.  Referring  back  once  again 
to  Ci,  you  find  we  begin  the  year  with  a  stock  of  manu- 
factured paper  of  ;^i,2oo,  and  we  finish  the  year  with  a 
stock  of  paper  of  ;f 2,000 ;  that  means  that  we  have  made 
;f8oo  cost  value  of  paper  that  remains  unsold,  and  here 
c^mes  rather  an  interesting  little  calculation. 

We  have  to  deduct  £Scxi  proportionately  from  the  net 
amount  of  materials  used  in  manufacture  and  the  amount 
of  the  wages  spent,  because  the  wages  to  a  certain  extent 
have  been  expended  in  actually  malring  paper  that  has  not 
been  sold.  If  we  take  what  percentage  800  is  upon  ;^2,7oo, 
we  have  a  figure  of  29.63  per  cent.  Each  of  these  items  of 
expenditure  all  have  to  be  reduced  proportionately.  You 
will  find  29.63  per  cent,  of  the  ;f  1,500  Materials  represents 
;^444  8s.  lod.,  and  29.63  per  cent,  of  ;f  1,200  for  Wages 
represents  ;^33S  us.  2d.  These  two  amounts  added 
together  make  up  the  ;^8oo,  which  we  have  proportionately 
to  deduct.  Then  we  have  the  last  column  in  C^,  the  net 
amounts  chargeable  against  paper  sales  for  the  year. 

You  will  find  the  net  figures  of  ;f  1,055  iis.  2d.  for 
Materials  and  ;^844  8s.  lod.  for  Wages  appear  in  C2. 

The  profit  of  ;f8o2  on  Sales  of  £3,000  represents 
26.74  per  cent.,  which  is  the  correct  percentage  profit,  as 
against  14.42  per  cent,  obtained  from  the  figures  originally 
calculated  on  the  unadjusted  credit  side  of  the  Revenue 
Account. 

Brewers*  Accounts . 

Now  to  come  to  Di  and  D2.  These  are  the  figures  of  a 
brewery.  We  need  not  go  in  detail  through  the  figures  in 
Di,  which  are  prepared  from  the  Trial  Balance.  In  D*  I 
would  call  your  attention  to  the  fact  that  the  outlay  is  mar- 


shalled under  different  headings,  viz.: — "Materials  and 
Duty,"  "Production  expenses,"  "Delivering  expenses," 
and  "Fixed  charges,  Depreciation  and  management." 

The  account  is  totalled  up  on  both  sides  before  we  come 
to  the  end  of  it,  because  the  figures  we  want  to  get  at  are 
the  figures  connected  with  brewing,  and  not  the  outside 
departments  of  Wines  and  Spirits  and  Mineral  Waters. 

So  we  have  net  Sales  of  Beer,  ;f 33,914 ;  Total  Cost  and 
Expenses,  ;^28,o2o ;  and  Brewery  Profit,  ;f  5,894,  and  we 
have  our  figures  arranged  in  readiness  for  the  percentage 
calculations  to  be  made. 

Now  we  have  here  a  percentage  statement  which  is  prac- 
tically on  the  same  lines  as  the  previous  statements, 
except  that  we  have  in  detail  the  percentages  of  each  class 
of  OUT  outlay,  and  the  total  of  this  adds  up  to  100  per  cent. 

I  do  not  know  that  there  is  anything  particularly  instruc- 
tive to  be  gained  by  going  through  these  figures  in  detail. 
You  will  have  the  opportunity  of  doing  so  at  your  leisure, 
but  the  brewery  profit  is  stated  here  to  be  17.38  per  cent, 
for  1907,  and  for  the  three  previous  years  12.77  per  cent. 
16.74  per  cent.,  and  18.81  per  cent.  These  figures  represent 
a  summary  of  several  breweries  which  I  have  had  the 
opportunity  of  seeing  the  figures  of.  I  have  put  different 
years  to  them,  for  I  am  afraid  the  results  in  1907  will  not 
be  much  better  than  in  1906  and  1905,  because  brewing 
profits  have  gone  down  considerably  during  the  past  few 
years ;  in  fact,  nobody  seems  to  drink  beer  at  all  now- 
adays, and  the  Chancellor  of  the  Exchequer  will  be  at  his 
wits'  end,  when  he  prepares  his  next  Budget,  to  know 
where  to  look  for  additional  sources  of  revenue. 

We  come  to  D*  for  a  special  percentage  statement.  These 
figures  were  prepared  some  years  ago,  and  would  not  show 
the  actual  results  of  the  present  day,  because  hops  have 
been  greatly  varying,  and  malt  also,  and  various  costs 
have  been  going  up  very  much  in  comparison  with  the 
sales. 

However,  we  can  here  follow  out  the  different  classes  of 
beer  brewed,  viz. :— XXX,  I  P  A,  PA,  XX,  X,  double 
stout,  and  porter.  To  arrive  at  these  figures  a  great  number 
of  tables  had  to  be  prepared,  but  the  Summary  reproduced 
is  apparently  sufficient  to  consider  for  the  moment.  The 
net  profits  on  the  beer  sold  naturs^ly  have  to  be  adjusted 
on  the  difference  in  the  stock  at  the  beginning  and  the 
end  of  the  year.  As  a  rule,  brewers  do  not  vary  much  in 
the  amount  of  their  stock  held  from  year  to  year,  and  the 
adjustments  are  not  very  material  in  amount.  We  have 
in  the  last  column  the  percentage  of  net  profit  to  sale  price 
per  barrel,  and  the  statement  may  be  examined  with 
advantage. 

Different  trades,  we  must  remember,  have  different  bases 
for  comparison  in  preparing  statements  of  cost,  and  we 
nkust  adapt  the  basis  of  oux  statement  to  the  requirements 
of  the  trade  carried  on  by  our  individual  clients.     The 
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brewer,  for  example,  will  take  as  his  basis  a  barrel  of  beer, 
the  brickmaker  will  calculate  per  thousand  of  bricks,  the 
maltster  pear  "quarter  of  malt."  The  paper-maker  would 
calculate  per  100  reams  for  his  detailed  statement,  and 
the  accountant  mig'ht  calculate  the  profit  ''per  client." 

To  show  the  interest  which  it  is  necessary  the  accountant 
should  take  in  the  particular  business  of  his  client  in  order 
to  be  of  use  to  him,  one  may  refer  to  a  point  in  connection 
with  Brewers'  Accounts,  and  that  is  the  specific  gravity  of 
beer.  In  the  old  days  for  calculating  the  payment  of  the 
dtkty  twenty  brewers'  pounds  per  bairel  of  thirty-six 
gallons  was  taken  as  the  basis.  The  specific  gravity  of 
the  beer  was  ascertained  in  Ehat  manner — ^viz.,  that  the 
malt  extract  in  the  beer  represented  twenty  pounds  more 
weight  than  if  the  same  barrel  had  been  filled  with  water. 

My  description  is  not  very  scientific,  but  it  may  be  of 
some  use  as  showing  in  which  way  the  inquiries  of  the 
accountant  should  be  directed.  Nowadays  the  Government 
charge  duty  of  6s.  gd.  per  barrel  of  standard  gravity,  but 
they  do  not  state  the  calculation  in  "  brewers'  pounds  "  as 
formerly.  The  authorities  take  1,000  as  the  unit  repre- 
sented by  the  weight  of  water,  and  instead  of  twenty 
pounds  we  have  an  equivalent  fi^re  of  1,055.  The 
addition  of  55  is  5^  per  cent,  above  the  unit  of  value  per 
1,000,  and  3'^ou  will  find  that  by  taking  the  twenty  pounds 
weight  above  360  pounds  (viz.,  36  gallons  at  ten  pounds 

Dr.  A  (i). — Ordinary  Profit  and 


a  gallon)  it  works  out  at  5^  per  cent.,  the  same  ratio  of 
increase. 

I  merely  give  this  as  an  example  of  the  matters  you  may 
have  to  consider  and  make  yourself  acquainted  with  in 
dealing  with  the  accounts  of  any  particular  trade. 

In  the  lace  trade,  you  gentlemen  in  Nottingham  probably 
know  that  you  require  a  special  form  of  percentage  state- 
ment, and  there,  of  course,  the  question  of  depreciation  is 
a  very  serious  one  in  dealing  with  the  elaborate  machinery 
employed. 

One  has  to  bear  in  mind  as  far  as  possible  all  the  various 
conditions  of  the  business  in  order  to  render  the  per- 
centage statements  to  the  best  advantage  of  the  client. 

You  must  also  remember  that  a  problem  in  figures,  care- 
fully worked  out  and  proved  to  one's  own  satisfaction,  will 
be  of  far  more  advantage  to  the  student,  and  also  the  prac- 
tising accountant,  than  any  mere  book  learning. 

My  contention  is  that  you  should  also  ascertain  for  your- 
self all  you  can  as  to  the  nature  and  operations  of  the 
business  which  you  audit  or  investigate. 

I  will  conclude  with  the  observation  that  by  this  means 
you  will  not  only  be  able  to  give  specific  advice  to  clients 
engaged  in  a  particular  trade,  but  you  will  also  be  enabled 
to  understand  the  principles  of  percentages,  and  be  able 
to  prepare  useful  percentage  statements  of  cost  as  applied 
to  various  businesses. 


Loss  Account  for  the  Year  1907. 


Cr. 


To  Stock  of  Materials  at  ist  January 

•  Work  in  Progress  at  ist  January 

•  Materials  Purchased 

-  Wages 

•  Rent,  Rates,  &c 

«  Miscetlaneoos  Expenses  . . 

•  Abatements 

•  Profit  (7  68%  should  be  8*85  %) . . 


£ 

s 

d 

♦305 

0 

0 

♦a6 

0 

0 

♦1,170 

0 

0 

605 

0 

0 

312 

0 

0 

245 

0 

0 

♦40 

0 

0 

3l6 

0 

0    , 

£2,819 

0 

0 

II   1 

By  Sales 

V    Stock  ot  Materials  at  31st  December. 
,    Work  in  Progress  at  31st  December  . 


♦2,460 


s    d 


£2,819    o    o 


Dr. 


A  (a), — Profit    and    Loss    Account  for   the  Year   1907. 
(As  amended  for  Calculating  Percentages  of  Cost.) 


To  Materials  Purchased 

Add  Stock  at  ist  January     . . 

Dtduct  Stock  at  31st  December 

.   Wages, 

•    Rent,  Rates,  &c 

.   Miscellaneous  Expenses  . . 

,   Profit 


r. 

s 

d 

I,X63 

0 

0 

605 

0 

0 

2ia 

0 

0 

245 

0 

0 

3l6 

0 

0 

£ 

1,170 

305 


s    J 


M75 
313 


s    d 


1,162 
605 
212 
245 
216 


£2,440    o    o 


By  Sales,  £2,460  (less  Abatements,  £40). . 
Add   Work  in    Progress   at   31st 


£ 
2,430 


December 


Deduct  Work  in  Progress   at  ist 
January        


46 

0 

0 

2,466 

0 

0 

36 

0 

0 

Cr. 


s    d 


£3,440    o    o 


A  (3). — Pekcentage    Statement    (4  Years). 


£^A¥>    o    o 


1907 
% 

Materials        47*62 

Wages  24'8o 

Rent,  Rates,  &c 8-69 

Miscellaneous  Expenses 10*04 

Profit 8*85 

Net  Sales       100% 


igo6 

1905 

1904 

•^c 

% 

% 

4978 

50'02 

44-42 

23-90 

24*53 

25-38 

7*13 

8*45 

11*42 

8-II 

971 

8*77 

ii*o8 

729 

10*01 

100% 

100% 

100% 

= 

^^ 

^^ 
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B  ( I ).— Ordinary  Profit  and  Loss  Account  for  the  Year  1907. 


Cr. 


To 


Time  Balances  at  I  St  January 

Salaries  (less  £95  transferred  Office  Expenses) 

Rent         

Fuel,  Lighting,  and  Housekeeper 

Salaries  (chargeab'e  to  Office)        

Office  Books 

Stationery  Account  (Balance)         

Stamps  and  Telegrams  (Office) 

Travelling  Expenses  (Office)  

Repairs  and  Depreciation 

Interest    

Institute  Subscriptions         

Law  Costs         

Sundries 

Abatements  and  Bad  Debts 

Clients'      Disbutsemenis,      included     in     Accounts 
delivered 

Interest  on  Capital  (not  charged) 

Balance,  Profit- 
John  Debit         £1.800    o    o 

Thomas  Credit 900    o    o 


[35*97%  should  be  50%] 


♦r.075 

*i,845  15 

350  o 

93  6 

95  o 

24  7 

23  o 
33 


s    d 


20 


£7,506  14    9 


105    8 
♦90    o 

10  10 

35  15 

73    I  ^ 
♦356    8    . 

*575    6    o  , 


2,700    o    o  I 


By  Fees  and  Charges,  Accounts  delivered  during  the  year 
„        Do.  do.      Time  Balances  at  31st  December. . 

,    Premiums  Account  (j^th  x  £300) 

»    Interest  on  Investments 


£ 

*5,36i  ; 

*2,045 
<6o 
♦40 


£7,506  14    9 


Dr. 


B  (a),  — Profit  and   Loss  Account  for  the  Year   1907. 
(As  Amended  for  Calculating  Percentages  of  Cost.) 


Cr. 


£     s 
To  Expenses  :— 

Salaries  (less  £95  transferred  to  Office 
Expenses  and  £60  Premiums  Ac- 
count)        1,785  15 

Rent 350    o 

Fuel,  Lighting,  and    Housekeeper's 

Charges 93    6 

Salaries  (time  chargeable  to  Office) . .  95    o 

Office  Books         24    7 

Stationery  Account  (balance) . .  23  o 
Stamps  and  Telegrams  (Office)  . .  33  7 
Travelling  Expenses  (Office)  ..  ..  20  7 
Repairs  and  Depreciation  . .  . .  105  8 
Interest  (less  £40  Interest  on  Invest- 
ments)       50    o 

Institute  Subscriptions 10  10 

Law  Costs 35  15 

Sundries 73    i 


To  Balance,  being  Profit  carried  to  Partners' 
Capital  Accounts  in  Balance  Sheet,  in 
the  following  proportions,  viz. : — 
John  Debit  (two-thirds)       ..        ,.    1,800 
Thomas  Credit  (one-third)  . .  900 


s    d 


£      s    d 
By  Fees  and  Charges  : — 

Accounts  delivered  during  the  year. .   5,361  14    9 
Time    Ledger  Balances  at  the  31st 
December  1907 2,045    o    o 

7,406  14    9 
Deduct— 
Disbursements  on  behalf 

of  Clients  . .  £575    6    o 

Abatement   and    Debts 

written  oflf       . .        . .    356    8    9 
Time   Ledger  Balances 
at  the  1st  Jan.  1907    . .  1,075 


2,700    o    o 


£5,400    o    o 


—  2,006  14    9 


s    d 


5,400    o    o 


£5,400    o    o 


B  (3). — Percentage  Statement   (4  Years). 


£     s 

d 

1,785  15 

9 

350  0 

0 

93    6 

8 

95    0 

0 

24    7 

3 

23    0 

6 

33    7 

I 

20    7 

8 

105    8 

3 

50    0 

0 

10  10 

0 

35  15 

0 

73    1 

10 

2,700    0 

0 

£5,400    o    o 


Salaries  (less  Office  Salaries  and 
Premiums  transferred) 

Rent 

Fuel,  Lighting,  and  Housekeeper 
Salaries  (chargeable  to  Office)  . . 

Office  Books 

Stationery  Account  (Balance)  . . 
Stamps  and  Telegrams  (Office) 
Travelling  Expenses  (Office)     . . 
Repairs  and  Depreciation 
Interest  Account  (Net) 
Institute  Subscription 

Law  Costs 

Sundries 

Profit 

Net  Fees  and  Charges 


1907 

1906 

1905 

1904 

% 

% 

% 

% 

3307 

3546 

37-53 

30-17 

648 

7-22 

805 

701 

172 

1-47 

100 

1-87 

175 

2*00 

2-35 

i"54 

•45 

•19 

•39 

27 

'43 

•28 

■07 

•62 

109 

•34 

•60 

•38 

•25 

*47 

•19 

1-95 

I'25 

'53 

xoo 

•92 

•87 

■20 

•22 

•24 

•16 

•66 

273 

115 

1-37 

235 

1-30 

ro4 

50-00 

47*35 

«oo 

55-00 

100% 

100% 

100% 

100% 

— 

— 

— 

' 
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Dr. 


C  (i). — Summary  of  Ordinary  Profit  and  Loss  Account  for  the  Year  1907. 


Cr. 


To  Stock  of  Paper  at  ist  January 

•  Siock  of  Materials  at  ist  January 

•  Materials  Purchased  

.  Wages 

•  Expenses        

•  Rent.  Rates,  Taxes,  and  Insurance 

•  Repairs  and  Depreciation 

•  Balance:— 

Interest  on  Capital        £492    o 

Profit  310    o 

1 14'4^%  should  be  2674%] 


By  Sales 

»   Rent  Receivable 

»  StocI<  of  Paper  at  31st  December 
,  Stock  of  Materials  at  31st  December 


£ 

3i<»o 

•60 

♦2,000 

♦500 


s    d 


£5,560    o    o 


Dr. 


C  (2). — Profit  and  Loss  Account  for  the  Year   1907. 
(As  Amended  for  Calculating  Percentages  of  Cost.) 


% 
To  Materials  used  in  Manufacture  :— 

Rags        75-80 

Woo«lPulp        28 

Scrolls,  &c 1-29 

Si«e  2'i6 

Smalts 3*19 

...        -23 
•35 

'12 
•19 


Ultramarine 
Alum 
Bleaching 
Soda,  Soap,  &c. 
Coals        .. 


To  Wages  ;— 


ages: 

Foreman 2*35 

Vats         i4'o8 

Dry  Workers 5*86 

Saue         3"o5 

Rag  Loft 2*34 

Packs       '23 

Size  Packs         '19 

Bonuses '05 

a8i5% 


Total  Materials  and  Wages 


To  Expenses : — 

Carriage 

Travelline         

Consumaole  Stores  &  Petties 

Aocoimtants 

Stamps  and  Stationery 


To  Rent.  Rates,  Taxes,  and   In- 
surance : — 
Rates  and  Taxes 

Fire  Insurance 

Life       »  


Lea  Rent  Receivable  . 


To  Repairs  and  Depreciation  :— 


2*67 

•10 
I '33 

70 

•I? 

"^97% 


1-33 

216 

•13 

i'99 
163% 


£     s    d 

774    I    6 

8  8  II 
38  14  I 
64  14  10 
95  14     I 

709 
10  II     I 

3  10    5 

5 


47    2  II 


70    7    5  , 
422    4    6 
175  18    6  . 
9»    9    7  ! 
70    7 
7 

5  12 
I    8 


5I 

9  ; 

6  I 


80    o    o  , 

300 

40    o    o  I 

21      O     O 
500 


40 
65 

4 


109 
60 


£    s   d 


By  Paper  Sales 


Cr. 


£     s    d 
3,000    o    o 


1,055    II      2 


844    8  xo 


1,900    o    o 


149    o    o 


49    0    o 


Repairs.  &c..  Mill  &  Premises     yi6 
Depreciation,  Implements  . .         17 

95 

5 

0 
0 

0 
0 

100 

802 

0     0 
0     0 

3-33% 

ro  Balance:—                                      '™**' 
Interest  on  Capital               ..    16-40 
Profit       io'34 

492 
310 

0 
0 

0 
0 

1 

26-74% 

"^^ 

£3. 000 

0     0 

3^3,000    0    0 

. 
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£3,000    o    o 


C  (3),— Percentage  Statement  (4  Years). 


£ 

s 

d 

1,055 

II 

2 

844 

8 

10 

149 

0 

0 

49 

0 

0 

100 

0 

0 

802 

0 

0 

1907 

% 

Materials         35-18 

Wages 28*15 

Expenses         4*97 

Rent,  Rates,  &c 1*63 

Repairs  and  Depreciation 333 

Profit 2674 

Net  Sales        zoo  % 


1906 

1905 

1904 

% 

% 

% 

33'o7 

32-18 

31-74 

3014 

2975 

28-93 

5-08 

5-52 

6-05 

256 

aoo 

1-97 

3-15 

3*25 

402 

26-00 

27-30 

2729 

100% 

100% 

100%. 

___. 

= 

= 

C  (4), — Detailed  Statement  Apportioning  Stock  in  1907. 


Materials  Purchased— 
Rags 

Wood  Pulp 
Scrolls,  &c. 

Size 

Smalts 
Ultramarine 
Alum 

Bleaching  .. 
Soda,  Soap,  &c.  . . 
Coals 


Wages  Paid— 

Foreman 

Vats 

Dry  Workers       

Safle 

Rag  Loft 

Packs         

Size  Packs 

Bonuses 

£1,200 
Totals 2,900 


Deduct  Increase  in 

Stock  of  Materials 

[500 

-300] 

£ 

s 

d 

£ 

s 

d 

1,200 

0 

0 

100 

0 

0 

30 

0 

0 

18 

0 

0 

70 

0 

0 

'5 

0 

0 

100 

0 

0 

8 

0 

0 

150 

0 

0 

14 

0 

0 

20 

0 

0 

10 

0 

0 

20 

0 

0 

5 

0 

0 

10 

0 

0 

5 

0 

0 

10 

0 

0 

2 

0 

0 

90 

0 

0 

23 

0 

0 

£1,700 

0 

0 

£200 

0 

0 

100 

0 

0 

600 

0 

0 

250 

0 

0 

130 

0 

0 

100 

0 

0 

zo 

0 

0 

8 

0 

0 

2 

0 

0 

Net  Amount  used 
in  Manufacture 


£ 
1,100 
12 
55 
92 
136 


s    d 


15    o    o 


67      3     O 

3^1,500    O    O 


100  o  o 

600  o  o 

250  o  o 

130  o  o 

100  o  o 

10  o  o 

800 


£1,200    o    o 


2,700    o    o 


[29-63%  X  £1,500]  Net  Amount 

Deduct  Apportionment    Chargeable  agaiast 


of  Paper  Stock 

£    s    d 

325  18    6 

3  II  I 
16  5  II 
27  5  2 
40    5  II 

2  19    3 

4  8  zi 
I  9  7 
275 

19  17    I 

£444    8  10 


[29-63%  X  £1,200] 
29  12    7 
177  15     ' 
74 

38  10 
29  12 
2  19 
27 


£355   II      2 


800    o    o 


[29-63%] 


Paper  Sales 

£     s    d 

774    I    6 

8    8  ZI 

38  14    I 

64  Z4  zo 

95  14    I 

709 

10  ZI      I 

3  10  5 
5  12  7 
47    2  II 

£1,055  II    2 


70    7 

422    4 

175  18 

91    9 

70    7 

7    o 

5  12 

I    8 


£844    8  10 


Dr. 


D  (i), — Ordinary  Profit  and  Loss  Account  for  1907. 


Cr, 


To  Stock  of  Beer  ist  January  

m    Malt  used       

I,    Sugar    .         

,    Hops     ,        

,    Beer  Duty 

»    Chemicals,  Fining,  &c 

»    Rent,  Rates,  and  Taies 

„  Licenses  Compensation  Fund  (Revenue) 

n  Wages  (Brewer)')  and  Beer  consumed 

w    Brewers'  Salaries 

m   Coals 

m   Stores  and  Utensils 

»  Cask  Repairs  and  Depreciation,  Corks,  Hose,  &c. . . 

m  Brewery  Premises  and  Plant,  Depreciation  . . 

w  Horse   Account,    Horsekeep,    Wagoners'    Wages, 

Harness,  and  extra  Carriage 

«    Office  Salaries,  Rent,  Audit  Fee  

»    Pensions        

H  Books,  Stationery,  Stamps,  Subscriptions,  &c. 

»   Bad  Debts 


Returns  

Discounts  and  Allowances 


•   Net  Profit 


£ 

s  d 

i»674 

0  0 

10,425 

0  0 

719 

0  0 

1,893 

0  0 

6,635 

0  0 

229 

0  0 

1,254 

0  0 

600 

0  0 

1,505 

0  0 

465 

0  0 

701 

0  0 

166 

0  0 

471 

0  0 

807 

0  0 

1. 05 1 

0  0 

849 

0  0 

195 

0  0 

152 

0  0 

329 

0  0 

30,120 

0  0 

378 

0  0 

962 

0  0 

31,460 

0  0 

11,540 

0  0 

£43.000 

0  0 

■ 

£       s    d  £  s  d 
By  Sales :—                                                                         | 

Tied  Houses        23,132    o    o 

Free  Houses        8,135    o    o  | 

Private  Road        3,639    o    o  \ 

Beer  consumed 348    o    o  j 

i  35,254  o  o 

„    Beer  Stock  at  31st  December |  1,543  o  o 

m   Grains  sold  (Producing) |  403  o  o 

„    Finings   .              •          74  o  o 

•  Yeast       ,               •          '  45  o  o 

•  Manure  „    (Delivering) 35  o  o 

m    Rents  Receivable 2,546  o  o 

m    Wine  and  Spirit  Department 2,500  o  6 

»    Mineral  Water  Department 600  o  o 


I  £43,000    o    o 
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Dr, 


To  Materials  and  Dnty  :— 
Mall  (less  Grains  sold) 

Sugar 

Hops     . .        . . 
Duty 


D  (a).— Profit  and  Loss  Account  for  the  Year  1907. 
(As  Amended  for  Calculating  Percentages  of  Cost.) 


To  Production  Expenses: — 

Finings,  &c.  (less  Finings  sold) 

Wages 

Brewers*  Salaries 

Cools 

Stores 


To  Delivering  Expenses : — 

Casks  Renewals,  Repairs  and  De- 
preciation     

Horse  Account  —  Horse  -  keep, 
Wagoners*  Wages  (less  £35 
Manure  sold)         

Extra  Carriage         

To  Fixed  Charges  and  Management  :— 
Brewery  Rent,  Rates,  and  Taxes 
Depreciation  of  Plant 

Licenses  Insurance 

Office  Salaries  and  Audit  . . 

Pensions  

Books.  Stationery,  &c 

Bad  Debts       


To  Pro6t  :— 
Brewery 


Wines  and  Spirits   and    Mineral 

Waters        

Rentals 


s    d 


10,084 

723 

1.904 

6,673 


III 

468 
705 
167 


o    o  I 


471    o    o 


941 

0 

0 

75 

0 

0 

i»254 

0 

0 

807 

0 

0 

600 

0 

0 

849 

0 

0 

195 

0 

0 

152 

0 

0 

329 

0 

0 

3»ioo 
2,546 


s    d    . 


19,381    o    o 


2,96s    o    o 


1,487    0    o 


4,186    o    o 


28,020  o  o 
5,894  o  o 
33,914    o    o 


5,646 

0 

0 

£39.560 

0 

0 

^"^ 

'' 

By  Sales 

Less  Returns    . . 
Discounts 


s    d 


378    o    o 
962    o    o 


By  Wine  and  Spirit  Department— Net  Profit 
«  Mineral  Waters  Department —    »       « 
»  Rentals—Brewery  and  Houses . . 


D  (3). — Percentage  Statement  (4  Years). 


Cr. 

£       8  d 

35,254    0  o 

1,340    o  o 


I     33,914 


33,914  o  o 

2,500  o  o 

600  o  o 

2,546  o  o 


iC39,56o    o    o 


£ 
10.082 

723 
1.904 
6,673 


s    d 


£19,382    o    o 

III     o    o 
1.514    o    o 


705 
167 


£2,965    o    o 


471  o  o 

941  o  o 

75  o  o 

£1,487  o  o 


1,254 
807 
600 
849 
195 
152 
329 


To  Materials  and  Duty  :— 
Malt  (less  Grains  sold)    . . 

Sugar  

Hops 

Duty 


To  Production  Expenses:— 

Finings,  &c.  (less  Finings,  &c.,  sold). 

Wages         

Brewers'  Salaries 

Coals 

Stores  


To  Delivering  Expenses:— 
Casks,  Renewals,  Repairs,  and  Depreciation 
Horse    Account,     Horse-keep,    and    Wagoners' 

Wages  (less  £35  Manure  sold)       

Extra  Carriage 


To  Fixed  Charges  and  Management : — 
Brewery  Rent,  Rates,  and  Taxes 

Depreciation  of  Plant 

Licenses  Insurance        

Office  Salaries  and  Audit 

Pensions 

Books,  Stationery,  &c 

Bad  Debts 


'S?7 

1906 

1905 

1904 

% 

"^^ 

% 

% 

2973 

3096 

.        2905 

2713 

213 

1*73 

2*00 

2-48 

S'S 

604 

21 '8z 

5-38 

19*68 

2170 
6043 

2071 

5716 

58-81 

55*70 

= 

== 

^^ 

^BBB 

•33        . 

•32 

•43 

•53 

446 

5-05 

371 

4*25 

''3? 

I'25 

1-32         . 

173 

208 

r27 

1-24 

1-92 

•49 

•34 

•39 

•52 

874 


139 


823 


1*59 


709 


1-65 


8-95 


277 

303     . 

282 

2*97 

•22 

114 

•96        . 

•58 

4-38 

576 

543 

4-97 

=Si 

^^» 

^SB 

=ss^ 

370     . 

3-83     . 

391 

371 

2-38 

296 

2-56        . 

2-53 

1-77 

190     . 

182        . 

1-52 

250 

245 

2-30 

I '93 

•57 

:      ::i    : 

•42 

•45 

•45        . 

•50 

•57 

•97 

•76    . 

•42 

•86 

12*34 

12*8l 

"•93 

11-57 

^BiBS 





S55SS 

17-38 

1277 

1674 

18-81 

=s 

=ss 

S^BS 

^BSB 

100% 

100% 

100% 

100% 

96 


THE    ACCOUNTANT 


January  19,  1907. 


D  (4). — Percentage  of  Net  Profit  to  Sale  Prices  per  Barrel  Sold. 


Class  of  Beer 

Card 
Prices 

Total  Cost 

per  Barrel  Brewed 

Net  Profit  per  Barrel  Sold 

Percentage  of  Net  Profit  to 
Sale  Price  per  Barrel 

X893        ' 

1894 

1895 

1893               1894        1        1895 

1893        1        1894               1895 

XXX 

(Strong  Ale) 

58/- 

52/5J 

46/53 

46/74 

5/63                11/6J       1        11/44 

96                 19-9               19-6 

I. PA. 
(India  Pale  Ale) 

50/- 

46/4i        1 

40/6J 

38/8 

3/73                9/53 

11/4 

7-3         1        190       1       227 

P.A. 
(Pale  Ale) 

36/- 

32/2I 

28/7* 

27/7J 

3/9i                 7/44 

8/43 

105 

1 
205               233 

XX 

(Mild  Beer) 

34/- 

29/6i 

28/33 

27/61 

4/54         !        5/8i 

6/53 

131 

167       1        19*1 

X 

(Table  Ale) 

30/- 

a7/7i 

26/6 

25/94 

2/44        1        3/6 

4/24 

79         1         "7        1        14*0 

S 
(Double  Stout) 

52/- 

46/1^       ' 

39/oJ 

39/54 

5/X04             12/113 

12/64 

1 
11*3                  25*0                24-1 

P 
(Porter) 

34/- 

31/63 

28/9i 

28/44 

2/5i             5/23 

5/74 

7*2                 154        1        165 

■ 

1 
i                      1 

Sbeffield  Cbattere^  Bccountants 
Students*  SoctetB^ 


A  Suggestion  as  to  the  Regulation  of 
Balance  Sheets. 


By  Mr.  T.  A,  Welton,  F.C.A. 


A  PAPKE  read  at  a    meeting   of  the  above  Society  on 
January  nth  1907. 


Much  discussion  has  arisen  in  the  past  as  to  whether  the 
affairs  of  companies  may  best  be  dealt  with  on  the  single 
or  double  account  system.  The  distinction  is  between  a 
method  which  separates  what  are  called  capital  assets 
from  floating  assets  in  the  manner  customary  in  the  case 
of  railways,  and  another  method  which  produces  a  single 
Balance  Sheet  and  refuses  to  so  discriminate. 

Theoretical  debates  may  be  endless,  when  no  practical 
example  is  in  view,  demanding  immediate  treatment ;  but 
so  far  as  I  am  aware,  differences  of  opinion  as  to  the 
handling  of  specific  facts  are  much  more  rare. 

The  vital  question  seems  to  me  to  be  whether  some  items 
in  a  Balance  Sheet  require  revaluation  at  every  stock- 
taking, or  whether  they  merely  need  to  be  stated  at  cost, 
and  duly  maintained  at  the  expense  of  Revenue. 

The  case  of  a  manufacturing  concern  may  be  taken  as 
an  illustration.  There  may  be  a  factory  (freehold  or  lease- 
hold), machinery,  loose  tools,  office  furniture,  stocks  of 


materials,  and  of  goods  partly  and  wholly  manufactured, 
book  debts,  infvestments,  and  cash,  to  say  nothing  of 
goodwill,  trade-marks,  and  patents. 

According  to  my  opinion  the  factoiy  does  not  require  to 
be  continually  revalued.  If  the  building  be  freehold,  a 
sinking  fund  to  ptrovide  for  its  re-erection  is  desirable. 
If  leasehold,  an  amount  not  less  than  the  cost  should  be 
sunk  during  the  term  of  the  lease.  Machinery  and  loose 
tools  require  also  suitable  provision  for  their  ultimate 
renewal,  though  in  some  cases  small  machines  and  tools 
rather  increase  in  value  in  the  first  year  or  two,  becoming 
more  fit  with  the  using,  though  eventually,  of  course,  they 
must  wear  out. 

As  respects  office  furniture,  it  is  usual  to  write  off,  say, 
5  per  cent,  per  annum.. 

Stocks  of  materials  may  be  valued  at  cost,  or  at  some- 
thing less  than  cost,  or,  in  some  cases,  may  be  revalued, 
though  any  writing  up  for  improved  market  value  would 
be  disallowed  by  an  auditor.  Partly  manufactured  goods 
are  sometimes  put  down  at  their  estimated  actiial  cost, 
sometimes  at  a  reduction  on  that  sum.  Fully  finished 
articles  are  often  valued  at  selling  prices,  less  a  heavy 
discount  sufficient  to  bring  them  below  cost.  ^ 

Book  debts  may  be  classified  according  to  their  age,  and 
are  usually  subject  to  some  reserve  for  losses. 

Investments  may  be  upheld  at  cost,  but  may  also  be 
revalued,  and  if  a  reserve  be  made  on  the  basis  of  a 
revaluation  the  auditor  cannot  complain.  But  in  such  a 
case  as  this  no  profit  on  revaluation  would  be  allowable. 
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I  think  one  of  the  main  purposes  which  should  be  kept 
in  view  is  the  ascertainment  of  the  year's  profit ;  and 
where,  as  in  the  case  of  an  iron-making  concern,  one  of  the 
permanent  features  is  a  large  stock  of  pig  iron,  I  think  it  is 
wrong  to  affect  the  profit  by  revaluing  at  each  stocktaking 
not  only  the  sufplos  make  affecting  the  year's  transactions, 
but  also  the  old  stock  at  the  beginning  and  end  of  the 
period.  No  advance  in  value  is  a  valid  profit  until  realised. 
AdA  a  fall  in  value  may  be  only  temporary.  I  lean  to  the 
practice  of  writing  down  the  minimium  tonnage  to  a  low 
value,  less  than  the  point  to  which  it  is  anticipated  a  fall 
might  take  place  after  a  couple  of  bad  years.  Then  I 
should  deem  ihat  a  constant  factor  in  the  Balance  Sheet, 
and  revalue  according  to  the  state  of  the  market  only  the 
excess  on  band,  if  any. 

This,  however,  is  a  course  rather  prudent  than  exact,  and 
in  case  of  litigation  is  clearly  open  to  challenge. 

My  remedy  would  be  a  law  under  which  every  company 
is  called  upon  to  adopt  bye4aws  regtilating  the  preparation 
of  its  accounts,  and  providing  typical  bye-laws  to  be  bind- 
ing in  case  the  company  adopts  none  of  its  own  making. 

I  do  not  forget  that  circumstances  and  opinions  are  liable 
to  change,  and  should  say  that  the  company  ought  to 
have  power  to  vary  its  bye-laws,  the  variation,  like  the 
original  bye-laws,  to  be  filed  with  the  Registrar,  and  to 
take  effect  after  a  reasonable  interval  of  time. 

My  object  in  advocating  this  course  is  to  enable  any 
creditor,  or  person  who  contemplates  giving  credit,  to  see 
whether  the  principles  on  which  the  Balance  Sheet  is  to  be 
made  up  are  fair  and  honest,  or  the  reverse.  It  might  even 
be  right  to  allow  a  public  officer  to  veto  any  clause  which 
might  seem  manifestly  improper.  The  existence  of  a  good 
system  would  certainly  operate  to  the  advantage  of  the 
company  adopting  such  system. 

Then,  the  year's  accounts  being  made  up  on  exactly  the 
same  principles  at  each  end,  the  resulting  profit  or  loss 
could  not  be  got  rid  of. 

The  relief  to  the  mind  of  the  auditor,  of  having  definite 
directions  on  all  moot  points,  must  be  very  great.  The 
captions  critic  could  not  set  up  a  doctrine  that  this  or  that 
shonld  have  been  revalued  if  the  bye-laws  did  not  so 
require. 

It  is  usual  for  an  auditor  to  decline  to  allow  profits  on 
investmeots  to  be  taken  if  the  unsold  investments  show  a 
probable  loss  on  realisation.  But  where  a  company  exists 
for  the  very  purpose  of  buying  and  selling  shares,  it  may 
be  proper  to  value  the  unsold  items  at  cost  whilst  taking 
the  result|^  of  sales  to  profit  and  loss.  This  would  be  the 
subject  of  a  lyye-law.  Natuirally  the  auditor  would  like  to 
see  provision  made  for  probable  losses  on  unsold  stocks. 


If  the  bye-laws  simply  required  them  to  be  upheld  at  cost, 
the  directors  would  be  free  to  create  a  reserve  out  of  profit 
before  making  a  division,  but  could  not  write  them  down. 

One  feature  of  any  systematic  "bye-law  "  code  would  be 
that  expert  opinion  xatber  than  caprice  would  have  to  be 
consulted.  Ships,  for  instance,  would  be  reduced  in  value 
by  a  definite  percentage  per  annum,  boilers  by  a  larger 
percentage,  and  possibly  cold  storage  fittings  at  a  third 
rate. 

I  anticipate  that  the  existing  difficulty  in  the  way  of 
legislation  on  this  class  of  questions  would  be  abated  to 
some  extent,  and  by  collecting  and  comparing  the  decisions 
of  different  companies  much  knowledge  might  be  gained. 

There  is  good  legal  authority  for  the  doctrine  that  the 
net  result  of  working  a  mine  may  be  treated  as  divisible 
profit,  without  writing  off  any  capital  sum  as  represent- 
ing the  ore  consumed.  But  in  actual  practice  probably 
people  would  provide  for  sinking  capital  values  in  these 
cases,  and  in  others  where  the  company  is  equally  free 
from  any  legal  obligaition  to  adopt  a  conservative  course. 

Take  the  case  of  a  patent.  Nothing  could  be  fairer  than 
to  limit  the  divisible  dividend  to  4  or  5  per  cent.,  applying 
all  further  profits  towards  extinction  of  cost.  It  might 
again  be  right  to  provide  that  on  the  expiry  of  a  patent  a 
valuation  be  made  of  the  goodwill  of  the  manufacturing 
business,  and  that,  if  such  valuation  fell  short  of  the 
unextinguished  cost,  the  difference,  and  that  only,  should 
be  debited  against  profit  and  loss. 

No  objection  need  be  made  to  a  certain  amount  of 
elasticity  in  the  wording  of  bye-laws,  the  main  object  being 
to  inform  creditors  and  shareholders  alike  as  to  how  and 
on  what  authority  decisions  are  to  be  made  upon  questions 
affecting  the  preparation  of  Balance  Sheets. 

Although  an  auditor  should  be  held  harmless  who 
grounds  his  procedure  on  such  bye-laws,  yet  I  would 
require  him  to  certify  any  departure  from  sound  prin- 
ciple which  the  accounts  disclose,  the  bye-laws  notwith- 
standing. Such  d^artures  would  be  much  more  rare  than 
at  present,  as  it  takes  much  less  courage  to  perform  an  act 
which  might  remain  undiscovered  than  to  openly  proclaim 
an  unsound  principle. 

Incidentally,  I  may  mention  that  I  should  like  to  see 
companies  authorised  to  write  off  part  of  their  paid-up 
capital  in  satisfaction  of  losses,  so  as  to  be  enabled  to  dis- 
tribute such  dividends  as  they  can  earn  without  having  to 
apply  to  the  High  Court.  I  think  the  debenture-holder 
who  grudges  such  a  distribution  is  ill-advised.  And  I 
should  also  like  to  see  diiadends  in  the  case  of  companies 
owning  a  wasting  undertaking  divided  into  so  much  on 
account  of  income  and  so  much  on  account  of  capital,  the 
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latter  having  the  effect  of  reducing  the  nominal  amount 
of  the  shares. 

What  evils,  if  any,  are  apprehended  in  case  any  of  my 
proposals  are  adopted  by  our  lawgivers  I  shall  be  glad  to 
consider  if  anyone  will  state  them. 

Legislation  would  be  necessary  before  a  company  could 
be  allowed  to  distribute  part  of  the  profit  on  working  as  a 
return  of  paid-up  capital  without  incurring  the  liability  to 
have  the  money  again  called  up. 

Legislation  would  also  be  necessary  to  enable  a  company 
to  deduct  from  its  paid-up  capital  any  ascertained  loss, 
whether  on  working  or  on  revaluation  of  capital  invest- 
ments. The  profits  would  thus  be  rendered  divisible,  and 
although  creditors  might  sometimes  be  unwilling  to  see 
this  done,  I  think,  as  already  said,  that  any  objection  on 
their  part  would  be  a  mistake,  and  contrary  to  their  real 
interest.  Some  comparatively  recent  legal  decisions  go  to 
the  length  of  holding  that  a  balance  of  loss  on  former 
years  is  not  to  be  taken  into  consideration  when  dis- 
tributing profits,  but  I  do  not  go  so  fair  as  that. 

Finally,  I  may  observe  that  the  amount  of  detail  to  be 
disclosed  in  the  Balance  Sheet  and  Revenue  Account  would 
remain,  as  now,  in  the  discretion  of  the  directors ;  and,  in 
like  manner,  the  extent  of  information  to  be  supplied  to 
an  inquiring  shareholder  would  be  limited,  as  it  is  at 
present,  to  such  particulars  as,  if  published,  would  not  be 
hurtful  to  the  general  interest. 


Ubc  SbefOelft  Cbartered  Hccountants 
Stttftcnts'  Societp. 


(Affiliated  with  the  Union  of  Chartered  Accountant  Student 
Societies.) 


Syllabus— Spring  Session,  1907. 


President— Mr,  S.  Taylor  Gill,  F.C.A. 
Vice-President— Ur.  F.  H.  Metcalfe,  F.C.A. 
Hon.  Secretary — Mr.  Bertram  C.  Davies  (Messrs.  Macredie 
&  Evans,  Orchard  Chambers,  Church  Street,  Sheffield). 


Jan.  II  (Friday). — Lecture,  *•  A  Suggestion  as  to  the  Regu- 
lation of  Balance  Sheets,"  by  Mr.  T.  A.  Welton, 
F*.C.A.,  of  London. 

„    24  (Thursday). — Mock  Creditors'  Meeting. 


Feb.  7  (Thursday).— Lecture,  '*  Bills  of  Sale,"  by  Dr. 
Tinsley  Lindley,  of  Nottingham. 

„  20  (Wednesday).— Lecture,  *'The  Bank  of  England 
and  the  Money  Market,"  by  Mr.  G.  I.  H.  Lloyd, 
of  the  Sheffield  University. 

Mar.  6  (Wednesday).  —  Lecture,  ''Some  Notes  on 
Accountancy  Subjects,"  by  Mr.  H.  P.  C.  Kelland, 
of  London. 

,,  20  (Wednesday). — Joint  Debate  with  the  Sheffield  Law 
Students'  Society.     (Subject  to  be  announced.) 

April  10  (Wednesday,  at  6  p.m.).— Lecture,  "  Depreciation, 
with  special  reference  to  the  Accounts  of  Local 
Authorities,"  by  Mr.  L.  R.  Dicksee,  F.C.A.,  of 
London. 


All  lectures,  debates,  &c.,  will  be  held  in  the  Library, 
Hoole's  Chambers,  Bank  Street,  Sheffield,  at  6.45  p.m., 
unless  notice  be  given  to  the  contrary.  The  lecture  on 
April  loth  T907  will  commence  at  6  p.m.  to  enable  Mr. 
Dicksee  to  return  to  London  the  same  evening. 

Each  lecture  will  be  followed  by  a  discussion,  in  which  all 
members  are  particularly  requested  to  take  part. 

The  Transactions  of  the  Society  are  published  monthly 
in  The  Accountants'  Journal,  which  paper  is  supplied  to  all 
members  free  of  charge.  Also  copies  of  the  ' '  Joint  Trans- 
actions," published  annually  by  the  Union  of  Chartered 
Accountant  Student  Societies,  and  containing  many  valuable 
lectures  delivered  to  various  Societies,  can  be  obtained  from 
the  Hon.  Secretary  at  a  small  cost. 

Accountancy  and  Law  Classes  are  held  on  Saturday 
mornings,  and  Junior  Classes  on  Monday  evenings,  at  the 
Library,  Bank  Street,  particulars  of  which  may  be  obtained 
from  Mr.  H.  E.  P.  Beard,  Hoole's  Chambers,  Bank  Street, 
Sheffield. 

The  Lending  Library  is  open  to  the  use  of  all  members 
of  the  Society. 

Subscriptions  are  due  in  advance  on  the  ist  May  in  each 
year. 

Members  are  reminded  of  the  Essay  Competition  arranged 
by  the  Union  of  Chartered  Accountant  Student  Societies, 
which  essays  must  be  in  by  March  31st.  The  subject  is, 
"  The  Uses  and  Limitations  of  the  Card,  Loose-leaf 
*'  Ledgers,  and  Slip  Systems  in  relation  to  Matters  of 
"Account."  Several  prizes  are  offered,  particulars  of 
which  and  of  the  rules  governing  the  competition  have 
already  been  published. 

All  information  respecting  the  Society  may  be  obtained 
from  the  Hon.  Secretary. 
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ttbe  Cbartereft   accountants    Stuftcnts* 
Socfeti?  of  fctndsloni-uponi-'buU. 


Syllabus -Spring  Session,  1907. 


Pread€nt—MT.  W.  F.  Harris,  F.C.A. 

Hon.    Secretary  ^Mt.     W.     Percy    Vickerman,    A.C.A., 
9  Parliament  Street. 


Jan.    24  (Thursday).— Fifth  Annual  Dinner. 

„     31  (Thursday).— *•  The  Accounts  of    a  Builder    and 
Contractor."    Mr.  John  A.  Walbank.  A.C.A. 

Feb.  13  (Wednesday).—"  The  Companies  Acts  and  Cases 
as  they  affect  Accountants."  Mr.  H.  P.  C. 
Kelland. 

,.     28  (Thursday).— "Deeds  of    Assignment.*'     Mr.    E. 
Huntsman. 

Mar.  13  fWedncsday).—"  Accounts  of  Professional  Men." 
Mr.  M.  Webster  Jenkinson,  A.C.A. 

,.     27  (Wednesday).— Ten  Minutes  Papers.   By  Members. 

April  10  (Wednesday).—"  Joint  Stock  versus  Private  Owner- 
ship of  Business :  Some  practical  differences  in 
their  commercial  possibilities."  Mr.  W.  R. 
Hamilton,  F.C.A. 

„     23  (Tuesday). — Reading  Prize  Essay. 


The  meetings  of  the  Society  are  held  in  the  Hall  of  the 
Incorporated  Law  Society,  Bowlalley  Lane,  Hull,  commenc- 
ing at  7.45  p.m.  prompt. 


Essay  Competitions ^  1906- 1907. 

Th«  President  offers  a  Prize  of  Three  Guineas,  to  be 
divided  between  a  Junior  and  Senior  Competition,  for  the 
best  essays  on  "  Vouchers." 

All  essays  must  be  sent  in  to  the  Secretary  on  or  before 
31st  March  1907. 


The  Committee  of  the  Working  Union  of  Chartered 
Accountants  Students'  Societies  offers  a  First  Prize  of  Five 
Gaioeas,  a  Second  Prize  of  Two  Guineas,  and  a  Third 
Prize  of  One  Guinea,  for  the  three  best  essays  on  "The 
"  Uses  and  Limitations  of  the  Card,  Loose-leaf  Ledgers, 
"and  Slip  Systems  in  relation  to  Matters  of  Account." 

AU  essays  must  be  sent  in  on  or  before  31st  March  1907. 


Ubc  Xeiccster  (rbattete&  Hccountants 
Students'  Society. 


Syllabus  for  Spring  Session,  1907. 


President— Mr.  A.  P.  Carryer,  A.C.A. 

Hon.  Secretary— Mr.  A.  D.  Wykes  (with  Mes.«rs.  Hopps 
&  Bankart,  25  Friar  Lane). 


Jan.  30. — ^Joint  Debate  with  the  Leeds  Society  at  Leicester. 
Subject :  '*  That  it  is  both  desirable  and  neces- 
sary for  the  existing  Income-tax  Procedure  to 
be  amended  as  follows: —  • 

(a)  The  application  of  three  years'  average 
system  to  all  classes  of  income. 

(6)  The  allowance  for  Depreciation  to  be  a 
compulsory  instead  of  a  discretionary 
deduction,  and  to  be  calculated  at 
uniform  rates  upon  original  values. 

(c)  The  certification  by  qualified  accountants 
of  all  returns  exceeding  /500." 

Feb.  13. — Lecture,  "  Cost  Accounts  of  Small  Manufac- 
turers," by  Mr.  M.  Webster  Jenkinson,  A.C.A. 
(Sheffield). 

,,  28  (Thursday). — Lecture,  "Accounts  of  a  Builder  and 
Contractor,"  by  Mr.  J.  A.  Walbank.  A.C.A. 
(Newcastle). 

Mar.  13.— Lecture,  "  Branch  Shop  Accounts,"  by  Mr.  C.  H. 
Spencer,  A.C.A.  (Leicester). 

„  27. — Lecture,  •' Income  Tax,"  by  Mr.  C.  E.  Isaacs, 
Retired  Inspector  of  Taxes. 

Apr.  10. — Debate. 


The  meetings  of  the  Society  will  be  held  at  Winchester 
House,  I  Welford  Road,  commencing  at  7  p.m.  prompt. 


The  classes  will  recommence  on  the  following  dates : — 

Accountancy— Tuesday,  January  22nd,  under  the  tuition  of 
Mr.  D.  M.  Gimson,  A.C.A. 

Law — Tuesday,  January  15th,  under  the  tuition  of  Mr.  E. 
Huntsman,  Solicitor,  Nottingham. 


A  debtor    in    Bristol    Bankruptcy    Court   recently  said   ha 
traded  as  partner  with  his  son,  who  was  three  months  old. 
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Cornelius  Wheawill,  A.C.A. 


We  regret  to  record  the  death,  at  the  age  of  66,  which 
took  place  on  the  ist  inst.,  of  Mr.  Cornelius  Wheawill, 
senior  partner  of  Messrs.  Wheawill  &  Son,  Chartered 
Accountants,  Imperial  Arcade,  Huddersfield,  after  a  some- 
what lingering  illness  from  a  complication  of  ailments,  of 
which  a  lung  affection  was  the  principal. 

Mr.  Wheawill  was  born  in  Leeds  in  1840,  and  went  to 
Huddersfield  many  years  ago,  and  was  cashier  for  ex- 
Alderman  Jos.  Brooke,  who  carried  on  the  business  of 
merchant  under  the  title  of  Joseph  Brooke  &  Co.,  and  he  left 
Mr.  Brooke's  service  to  start  business  for  himself  as  an 
accountant  in  1876.  Four  years  later  he  was  admitted  a 
member  of  the  Institute  of  Chartered  Accountants.  From 
1892  to  1903  Mr.  Wheawill  was  one  of  the  Huddersfield 
borough  auditors,  and  he  was  a  public  auditor  by  appoint- 
ment to  the  Lords  Commissioners. 

Mr.  Wheawill  was  a  Freemason,  being  a  member  of 
Huddersfield  Lodge,  of  which  he  was  a  Past  Master,  and  he 
was  also  a  Past  Grand  Warden  of  the  Province. 

Mr.  Wheawill  leaves  a  widow,  two  sons,  and  one  daughter. 


IRepiews* 


Outlines  of  Banking:  Law. 


By  Richard  Ringwood,  Esq.,  M.A. 
(of  the  Middle  Temple),  Barrister-at-Law. 


London,  1906:  Stevens  &  Haynes.    Price  5s. 

This  is  a  handy  little  compendium  of  the  law  with  which 
it  professes  to  deal,  and  will,  no  doubt,  be  of  great  assistance 
to  bank  managers  and  others  who  may  have,  in  the  course 
of  their  everyday  business,  to  look  up  such  points.  The 
leading  principles  are  not,  as  is  too  often  the  case  in  what 
are  called  ''outlines,"  over-burdened  and  obscured  rather 
than  illustrated  by  the  cases  quoted.  We  are  not  quite  sure 
that  such  terms  as  '*  donatio  mortis  causd  "  unexplained  may 
not  prove  a  "  stumbling-stone  and  rock  of  offence  "  to  the 
ordinary  lay  mind,  and  we  regret  that  all  mention  of  such 
an  important  item  of  banking  law  as  *' Stale  Cheques" 
should   have  been  omitted.    Some    reference    to    such    a 


practical  point  might  with  advantage  be  substituted,  in  a 
book  of  this  kind,  for  the  somewhat  lengthy  reference  to  the 
unsatisfactory  case  of  Young  v.  Grote^  with  its  inevitable 
allusions  to  Pothier  and  Roman  law. 

The  inclusion  of  the  Bills  of  Exchange  Acts,  1882- 1906, 
and  of  the  Bankers'  Books  Evidence  Act  form  a  useful 
Appendix,  and  the  Index  is  both  good  and  well  arranged. 


The   Bankruptcy  Acts,   1883   to  1890,  and  a 
Commentary  thereon. 


By  His  Honour  Judge  Chalmers  and  E.  Hough. 


Sixth  Edition.     ByM.  Muir  Mackenzie  and  F.  A.  Clarke. 


London.  1906:  Waterlow  &  Sons,  Lim.     Price  25s.  net. 

Since  the  publication  of  the  fifth  edition  of  this  work  the 
death  of  Mr.  Edwin  Hough  has  severed  the  last  link 
between  it  and  its  original  authors,  the  name,  however,  of 
Mr.  Muir  Mackenzie,  who  has  been  connected  with  it  since 
its  fourth  edition,  still,  we  are  glad  to  see,  remains  as  a 
guarantee  of  its  excellence. 

The  Editors  have  thought  it  advisable  to  practically  omit 
from  the  present  edition  the  Bankruptcy  Discharge  and 
Closure  Act  of  1887,  which  to  all  intents  and  purposes  has 
spent  itself,  and  merely  to  retain  by  way  of  notes  its  sixth 
and  seventh  sections,  which  relate  respectively  to  releases 
of  trustees  and  the  disposal  of  old  papers. 

A  series  of  forms  and  specimens — not,  indeed,  officially 
prescribed,  but  which  have  stood  the  test  of  experience — 
for  practical  use  in  bankruptcy  proceedings,  and  accompanied 
by  notes  for  the  guidance  of  practitioners,  cannot  fail  to 
considerably  enhance  the  value  of  the  book,  and  the  same 
may  be  said  of  the  notes  as  to  the  procedure  to  be  adopted 
in  appeals  to  the  Court  of  Appeal  and  the  Divisional  Court 
of  the  High  Court. 

Further  new  features  of  the  present  edition  are 
the  additional  decisions  of  the  Taxing  Masters  with 
reference  to  the  costs  of  execution  (under  Section  11  of  the 
Bankruptcy  Act,  1890).  and  the  decisions  of  the  Bankruptcy 
Taxing  Master  of  the  High  Court  on  review  of  the  taxation 
of  solicitors'  costs  under  Rule  124.  In  respect  of  all  the 
recent  decisions,  the  work  is  well  up  to  date,  and  the  notes 
have  been  carefully  and  thoroughly  revised,  and  where 
necessary  amplified . 
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In  the  £ace  of  such  general  excellence  it  is  a  thousand 
pities  that  the  Index  should  remain  of  such  a  chaotic  and 
unsatisfactory  nature.  The  subheadings,  themselves  in 
many  instances  of  very  questionable  value,  being  pitch- 
forked together  with  such  an  irritating  disregard  of  all 
alphabetical  arrangement  as  to  render  impossible  anything 
like  a  quick  and  confident  reference  to  its  valuable  contents. 


Stccttms  tor  tbe  ensutnd  Meeft. 


Wednesday — Bristol  Chartered  Accountants  Students' 
Society.— Joint  debate  with  the  Birmingham  Stu- 
dents' Society  (subject :  "  Income  Tax  ")  at  the 
Xibrary,  Albion  Chambers ;  5.30  p.m. 

Thursday — Glasgow  Chartered  Accountants  Students' 
SociBTy.— Lecture,  "The  Accountant  as  an  Expert 
Witness."  by  Mr.  Alex.  Moore,  Junr.,  C.A. 

Leeds  and  District  Chartered  Accountants  Stu- 
dents' Association.  —  Lecture,  '*The  Duties  of 
Executor  and  Trustees,"  by  Mr.  W.  E.  Farr,  Solicitor, 
at  the  Law  Institution,  Albion  Place  ;  6.30  p.m. 

Sheffield  Chartered  Accountants  Students' 
SociBTY.— Mock  Creditors'  Meeting,  at  the  Library, 
Hoole's  Chambers,  Bank  Street,  6.45  p.m. 


pet0onaL 


Messrs.  Chalmers,  Wade  &  Co.,  Chartered  Accoun- 
tants, of  Liverpool  and  London,  have  opened  an  ofiBce  in 
Constantinople,  and  are  represented  there  by  Mr.  Frederick 
W.  Comber,  B.A.,  A.C.A.,  who  has  been  in  their  Liverpool 
office  for  some  years. 

Mr.  A.  Chichele  Rixon,  Chartered  Accountant, 
announces  that,  after  having  been  for  some  years  past  with 
Messrs.  Prick,  Waterhouse  &  Co.,  he  has  now  commenced 
to  practise  on  his  own  account  at  20  Abchurch  Lane,  E.C. 

Messrs.  Creasby  &  Son,  Chartered  Accountants,  of  8 
and  9  Martin's  Lane,  London,  E.C,  announce  that  they  have 
admitted  as  a  partner  Mr.  Percy  Wickenden,  A.C.A.,  who 
has  been  associated  with  them  for  some  years,  and  that 
their  business  will  be  carried  on  under  the  style  of  Creasey, 
Son  &  WicKBNDBN  at  the   above  address,    and   also   at 


30  Mount  Pleasant,  Tunbridge  Wells,   where    they    have 
opened  offices. 

Mr.  James  P.  McGregor,  Certified  Public  Accountant 
(and  Chartered  Accountant,  of  Aberdeen,  Scotland),  and 
Mr.  William  Arthur  Chase,  LL.B.,  Certified  Public 
Accountant,  announce  that  they  have  entered  into  partner- 
ship under  the  firm  name'  of  McGregor,  Chase  &.  Co.,  at 
834  First  National  Bank  Building,  Chicago. 

Mr.  Harold  J.  Moore,  Chartered  Accountant,  announces 
that  his  connection  with  Messrs.  Trayton  P.  Child  &  Son 
has  been  terminated  by  mutual  agreement,  and  that  he  is 
now  in  practice  on  his  own  account  at  28  Queen  Street, 
London,  E.C,  and  at  Woking. 

Mr.  J.  Edward  Myers,  F.C.A.,  of  Trafalgar  Buildings, 
Northumberland  Avenue,  London,  W.C.,  has  taken  into 
partnership  Mr.  William  Stuckey  Clark,  A.C.A.,  who 
has  assisted  him  in  his  practice  for  several  years.  The 
partnership  will  be  carried  on  under  the  firm  name  of 
J.  Edward  Myers  &  Clark. 


failures  an&  JStlls  ot  Sale  in  BndlanD 
an&  Males* 


According  to  Kemp's  MercantiU  GautU,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  Jan.  nth,  was  129,  viz.: — 
New  Bankruptcy  Proceedings  published  in  the  London  GatetU, 
76 ;  Deeds  of  Arrangement  registered,  53.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were : 
Bankruptcies,  93  ;  Deeds  of  Arrangement,  52— total,  143  ; 
being  a  decrease  of  16.  The  total  number  of  commercial 
failures  recorded  during  the  2  weeks  of  the  present  year  is 
233 ;  the  total  number  recorded  in  the  corresponding  a 
weeks  of  last  year  was  273,  showing  a  decrease  of  40. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
Jan.  nth,  was  144.  The  number  in  the  corresponding  week 
of  last  year  was  148,  showing  a  decrease  of  4.  The  total 
number  filed  during  the  a  weeks  of  the  present  year  is  218  ; 
the  total  number  filed  in  the  corresponding  2  weeks  of 
last  year  was  250,  showing  a  decrease  of  32. 


Debentures. 

The    Mortgages    and    Charges    registered     by    limited 
oompanies  in  England  and  Wales  during  the  week  ending 
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Friday,  Jan.  nth,  amounted  to  /i,296,057,  by  way  of 
addition  to  /i, 434, 643,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  /2,45o,i2o,  showing  a  decrease  of 
;^i,  154,063.  The  total  amount  registered  during  the  2 
weeks  of  the  present  year  is  /2,273,o9i  (in  addition  to  the 
issues  in  previous  years  by  the  same  companies),  as 
compared  with  ;^3. 465,5 12  for  the  corresponding  2  weeks 
in  1906,  showing  a  decrease  of  /i,  192,421. 


The  Profession  in  Scotland. 


Resignation  of  Lord  Kyllachy. 


The  King  has  been  pleased  to  accept  the  resignation  of 
the  Hon.  Lord  Kyllachy  of  his  office  as  a  Senator  of  the 
College  of  Justice  in  Scotland,  to  take  effect  as  from  the 
17th  inst. 

Lord  Kyllachy  was  born  in  1842  in  Inverness,  where  his 
father,  William  Mackintosh  of  lashes,  was  a  wine  mer- 
chant, being  for  some  time  Provost.  Mr.  Mackintosh, 
after  passing  through  the  Edinburgh  Academy,  graduated 
as  M.A.  with  honours  in  Meatal  Philosophy,  at  the  Univer- 
sity of  EdinbuiFgh  in  1863.  He  was  admitted  to  the 
Scottish  Bar  in  1865.  Soon  after  his  admission  to  the 
Faculty  of  Advocates  he  became  known  as  an  able  pleader, 
possessed  of  a  natuiral  genius  for  law.  His  practice,  both 
as  a  junior  and  senior  counsel,  was  large,  and  of  the  best. 
During  the  period  from  1886  to  1889,  when,  as  Dean  of 
the  Faculty,  he  was  the  recognised  leader  of  the  Bar,  his 
services  were  in  extensive  request.  He  appeared  in  many 
notable  civil  cases.  In  criminal  trials  he  was  not  so  much 
seen,  but  he  represented  one  of  the  directors  in  the  City  of 
Glasgow  Bank  directors'  prosecution  in  1879. 

Upon  1 6th  April  1889,  in  consequence  of  the  death  of 
Lord  Fraser,  Mr.  Mackintosh  was  raised  to  the  Bench, 
taking  his  judicial  title  from  the  estate  of  Kyllachy,  in 
Invemess-shire,  purchased  by  him  in  1881,  after  it  had 
been  some  time  out  of  the  possession  of  the  Kyllachy 
branch  of  the  Clan  Mackintosh,  of  which  branch  his  Lord- 
ship is  a  descendant.  For  the  long  period  of  almost 
sixteen  years  Lord  Kyllachy  was  a  Judge  in  the  Outer 
House.  Upon  Lord  Trayner's  resignation  he  became  a 
member  of  the  Second  Division.  During  the  brief  period 
in  which  he  has  sat  there,  he  has  rendered  eminent  service. 
His  Lordship  has  always  been  recognised  as  a  strong,  able, 
and  accomplished  lawyer,  and  as  a  Judge  his  career  has 
.been  one  of  great  distinction.    His  judgments  have  always 


been  characterised  by  their  mastery  of  legal  principle,  and 
by  the  clear,  weighty,  and  forceful  language  in  which  he 
has  expressed  his  opinions  in  their  support.  In  the  House 
of  Lords  his  views  upon  appeal  have  always  been  treated 
as  valuable,  and  more  than  once,  after  reversal  of  his 
judgment  as  Lord  Ordinary  by  the  Inner  House,  restora- 
tion of  that  judgment  has  been  ordered  by  the  House  of 
Lords.  It  was  with  lively  satisfaction  that  the  legal  pro- 
fession throughout  Scotland  received  the  intimation  of  his 
I^ordship  at  length  reaching,  by  rotation,  a  seat  in  one  of 
the  Appellate  Chambers  of  the  Court  of  Session,  and  it 
must  be  with  unfeigned  regret  that  lawyers  now  find  that 
the  country  is  not  to  have  for  a  longer  period  the  benefit  of 
his  Lordship's  services  in  the  Inner  House.  His  personal 
relations  with  the  Bar  have  always  been  most  pleasant. 

Lord  Kyllachy  was  Procurator  of  the  Church  of  Scot- 
land from  1880  to  1886.  From  i88i  to  1886  he  was  also 
Sheriff  of  Ross,  Cromarty,  and  Sutherland,  and  from  1880 
to  1889  he  held  the  office  of  Senior  Assessor  to  the  Corpo- 
ration of  the  City  of  Edinburgh.  In  politics  he  was  a 
Liberal  Unionist,  without  taking,  however,  an  active  part 
in  electoral  campaigns.  He  served  as  a  Commissioner 
upon  the  last  Universities  Commission  for  Scotland.  He 
is  a  Deputy-Lieutenant  for  Inverness-shire  and  for  the 
County  of  the  City  of  Edinburgh.  When  counsel  his  Lord- 
ship was  assessor  to  the  Corporation  of  the  City.  He 
received  the  degree  of  LL.D.  from  his  Alma  Mater  in  1889. 


New  Scottish  Judge. 


The  King  has  been  pleased,  on  the  recommendation  of 
the  Secretary  for  Scotland,  to  appointt  Mr.  Charles  John 
Guthrie,  M.A.,  K.C.,  Sheriff  of  Ross  and  Cromarty,  a 
Senator  of  the  College  of  Justice  in  Scotland,  in  room  of 
Lord  Kyllachy,  resigned. 

The  first  appointment  to  the  Bench  of  the  Supreme  Court 
oi  Scotland  which  has  been  made  since  the  present  Govern- 
ment took  office  is  assured  of  universal  approbation,  says 
The  Scotsman^  for  few  men  have  so  well  earned  promo- 
tion to  the  Bench  as  Mr.  Charles  John  Guithrie,  K.C.  His 
preferment  will  be  greeted  with  enthusiasm  not  merely 
within  the  ranks  of  the  legal  profession,  though  it  is  no 
small  achievement  to  have  earned  the  ungrudging  respect 
and  esteem  of  that  discriminating  circle,  but  also  by  the 
Scottish  public  at  large,  with  whom  he  has  long  enjoyed 
a  measure  of  popularity  to  which  his  unwearied  services 
to  everj'  good  cause  have  well  entitled  him.  Professional 
success  such  as  came  early  to  Mr.  Guthrie,  and  has  stayed 
Avith  him  up  to  his  last  day  at  the  Bar,  has  never  in  his 
case,  as  it  has  in  so  many  others,  been  allowed  to  narrow 
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the  sphere  of  his  interests,  and  it  is  perhaps  because  the 
man  has  never  been  lost  in  the  advocate,  and  will  not,  we 
arc  sure,  now  b©  lost  in  the  Judge,  that  the  honour 
bestowed  upon  him  will  give  pleasure  in  so  many  different 
Quarters. 

In  1869  he  first  harnessed  himself  to  his  professional 
work,  and  for  the  next  two  years  he  was  busily  engaged  in 
acquiring  practical  knowledge  of  the  law  in  the  Parlia- 
ment House  department  of  Messrs.  Gibson-Craig,  Dalziel 
k  Brodies,  witere  he  succeeded  to  the  desk  vacated  by 
Lord  Pearson,  as  Lord  Kyllachy  .succeeded  Lord  Kinross 
in  the  same  famous  office.  From  1872  to  1873  he  read  law 
in  Lincoln's  Inn,  and  used  regularly  to  attend  the  House 
of  Lords  at  the  hearing  of  Scottish  appeals,  when  he  sat 
beside  Mr.  Macqueen,  the  well-known  reporter,  and  had 
the  privilege  of  receiving  copies  of  the  papers  in  the  cases 
from  Lord  Chancellor  Cairns.  At  the  meeting  of  the 
Speculative  Society,  which  he  joined  in  1869,  he  was  a 
constant  attender,  and  had  among  his  contemporaries  Lord 
Dunedin,  Lord  Pearson,  and  R.  L.  Stevenson. 

In  1875  he  was  called  to  the  Bar.  Practice  did  not  come 
to  him  with  her  usual  leaden  feet,  but  hastened  to  meet 
him  at  the  outset,  and  during  the  twenty  years  of  his  life 
as  a  junior  in  the  Parliament  House  his  time  was  always 
fully  occupied  with  the  best  class  of  briefs.  When  in  1897 
he  took  silk  in  the  first  group  of  Scottish  Q.C.'s  under  the 
new  system,  he  found  himself  no  less  sought  after  as  a 
senaur  counsel.  The  great  railway  compandes  early  dis- 
covered his  aptitude  for  their  important  department  of 
legal  work,  and  for  many  years  Mr.  Guthrie  held  a  general 
retainer  for  the  Glasgow  and  South-Western  Railway  Com- 
pany, and  was  frequently  employed  also  by  the  other  com- 
panies. In  arbitration  work  he  was  thoroughly  at  home, 
whether  as  counsel  or  as  arbiter,  his  most  notable  case 
in  this  branch  of  practice  being  the  great  arbitration 
between  the  Clyde  Navigation  Trustees  and  Lord  Blantyre. 
He  also  figured  in  several  famous  criminal  trials, 
including  that  of  the  dynamitards.  As  a  pleader  he  had 
two  of  the  most  valuable  qualities,  persuasiveness  and 
thoroughness.  Every  case  he  had  he  mastered,  and  the 
elaborate  notes  which  he  wrote  out  for  every  discussion  of 
importance  were  the  best  proof  of  the  carefulness  of  his 
preparation.  These  practical  qualities  were  combined  in 
him  with  the  scarcely  less  valuable  gifts  of  an  equable 
temper  and  unfailing  courtesy,  which  will  serve  him  in 
food  stead  in  the  stress  of  judicial  work. 

So  far  as  the  public  recognition  of  his  merits  is  con- 
cerned, he  held  the  office  of  Extra  Advocate-Depute  for  a 
time  under  Lord  Kinross,  and  was  subsequently  offered, 
but  declined,  one  of  the  regular  Advocate-Deputeships. 
In  1900  he  was  appointed  Sheriff  of  Ross  and  Cromarty 
and  Sutherland,  while  the  Unionist  party,  to  which  he  was 


politically  opposed,  was  in  office,  and  it  is  from  that  office 
that  he  now  steps  on  to  the  Bench. 

The  new  Judge  will  take  his  seat  with  the  judicial  title 
of  Ixjrd  Guthrie. 


Edinburgh  Chaaptered  Accountants  Students' 
Society. 


The  following  syllabus  of  lectures  has  been  drawn  up  :  — 

Jan.    17.— Lecture:    "The    High    Bank    Rate."      A.    B. 

dlark,  M.A.    Chairman,  James  Walker,  C.A. 

„  31. — Lecturette:  "Brewery  Accounts."  Garret  W. 
Edmunds,  C.A.  To  be  followed  by  informal 
discussion.  Chairman,  J.  Shields  Alexander, 
C.A.     , 

Feb.  14. — Lecture:  "Negotiable  Instruments."  A.  M. 
Hamilton,  Advocate.  Chairman,  C.  E.  W. 
Macpherson,  C.A. 

„  25.— Joint  Meeting  with  Scots  Law  Society.  Discus- 
sion on  new  Schedule  A  of  the  Companies 
Acts. 

Mar.  12. — Lecturettes :  "Some  Jottings  on  Trading  and 
Cost  Accounts."    William  Annan,  C.A. 

"Company    Meetings."      B.    M.    Graham, 
C.A.     Chairman,  John  Hamilton,  C.A. 

,,      28. — Mock  Company  Meeting. 

Synopsis  of  subjects  to  be  discussed  at  the  informal 
meetings  will  be  issued  prior  to  the  date  of  the  meetings, 
and  the  Secretary,  Mr.  Alexander  Clapperton,  C.A., 
1  North  Charlotte  Street,  will  be  pleased  to  receive  a  note 
of  any  points  suitable  for  discussion.  The  meetings  will 
be  held  in  the  Hall  of  the  Society  of  Accountants, 
27  Queen  Street,  Edinburgh,  at  8  p.m. 


Personal. 


Mr.  David  Spalding  announces  that  he  has  assumed 
as  a  partner  Mr.  Hugh  Muir,  Chartered  Accountant. 
The  firm  will  carry  on  business  at  11  West  Regent  Street, 
Glasgow,  under  the  style  of  David  Spalding  &  Muir. 

The  co-partnery  of  Macmillan  &  MacBain,  Chartered 
Accountants.  163  Hope  Street,  Glasgow,  of  which  Mr.  Hugh 
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Macmillan  and  Mr.  Jas.  Cowan  MacBain  were  the  sole 
partners,  has  been  dissolved  as  at  31st  December  1906.  Mr. 
Hugh  Macmillan  will  continue  business  on  his  own  account 
at  163  Hope  Street,  and  Mr.  James  Cowan  MacBain  will 
continue  business  on  his  own  account  in  other  chambers  at 
163  Hope  Street. 


The  Origin  of  thb  Name  **  Lincoln's  Inn." — 
A  tradition  has,  says  a  writer  in  the  Globif  survived 
among  the  members  of  Lincoln's  Inn  that  the  name  of  their 
Inn  is  derived  from  the  Earls  of  Lincoln.  Henry  de  Lacey, 
•*  the  last  and  greatest  man  of  his  line,"  who  died  in  1312,  is 
supposed  to  have  assigned  the  family  residence  in  Holbom 
to  a  body  of  lawyers.  Serjeant  Pulling,  in  his  Order  of  the 
Coif,  refuses  to  believe  in  this  "  fond  tradition  of  the  old 
**  members  of  the  Honourable  Society  of  Lincoln's  Inn,  to 
«  associate  the  name  of  the  famous  Earl  of  Lincoln  with  the 
"institution  of  their  inn,"  and  G.  F.  Turner,  in  a  recent 
contribution  to  the  Athenaum,  suggests  another  explanation 
of  the  origin  of  the  inn.  Mr.  Turner,  who  has  been  examin- 
ing the  cbartulary  of  the  Abbey  of  Malmesbury,  in  the 
Cotton  collection  at  the  British  Museum,  has  discovered  that 
the  Abbot's  mansion  in  Holbom  was  known  as  Lincoln's 
Inn  in  1380.  The  property  was  formerly  owned  by  Thomas 
of  Lincoln,  a  serjeant  practising  in  the  Court  of  Common 
Pleas,  whose  name  appears  in  the  Year  Books  of  Edward 
III.,  and  Mr.  Turner's  researches  lead  him  to  say  that  "  it 
obviously  acquired  the  name  of  Lincoln's  Inn  from  Thomas 
of  Lincoln." 
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B.  WATBRHOUSB,   Bsq. 
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J.  DIX  LEWIS,  Esq. 

F.    W.    PIXLEY.    Esq. 

GERARD  VAN  DB  LINDE.  Bsq. 

Bankgrs : 
WILLIAMS  DEACON'S  BANK,  LIM. 


J^uring  the  year  ended  31st  March  1906,  Relief  was 
granted  in  29  cases  to  the  amount  of  £Sy6  7s.  6d. 

J^onations  and  Annuities  to  necessitous  Members 
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^11  Donations  and  Legacies  are  invested. 
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Lkmtud  BmoM  present  soma  rather  special  features.    The  goodwUl 
to  the  license  gives  the  lease  or  freehold  of  licensed  premises 
▼nine  greatly  in  excess  of  their  real  value  as  buildings.    To 
oonsideced,  the  value  of  the  premises  and  the  license  most 
Tbe  former  should  be  depreciated  in  the  usual  way, 
the  Uceoae  akoe  to  be  considered.    A  license  on  freehold  pre- 
does  not  depredate,  but  ■■  license  on  leasehold  premises  passes 
vpith  the  premhws  and  must  therefore  be  depreciated  like  a  lease. 
may  at  any  time  be  lost— either  for  misconduct  or  for  no  rear 
this  Is  a  eontinsenoy  outside  the  scope  of  depreclatloa.    It 
koiraves,  be  provided  against  by  Insuranoei  which  would  appeaf 
■  moat  prudent  oouzae  to  adopt. 
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For  inn  pwUBolafs  as  to  U0BI8B8  nSUIAIOB  apply  to- 

Hm  LIGEH8ES  INSURANCE  CORPORATIOl 

JUD  GUARANTEE  FUND,  Limited, 

24  MOORQATE  STREET,  LONDOK 


ABOtnalTt  fioainaM 


Licensed  Property. 


Iiisared  and  Loans  and  Debentures  00 
IJcenaed  Property  of  every  description  guaranteed. 


Th$  CtpltallsBd  Value  of  the  Goodwill  of  a  Licensed  Buslnen 
k  the  fBlue  of  the  lleense,  end  may  be  estimated  upon  a  men 
Hberal  baale  If  the  license  1$  Insured. 


ESSEX  COUNTY  COUNCIL. 


CHIEF   ASSISTANT  TO    ACCOUNTANT. 


f  HE  Essex  County  Council  require  tbe  services  of  a 
Chief  Assistant  in  the  County  Accountant's  Ofl&ce. 
Applicants  must  be  between  the  ages  of  25  and  40,  and 
must  have  a  thorough  knowledge  of  Bookkeeping  by  double- 
entry  and  of  the  Law  relating  to  County  Council  Accounts. 
Preference  will  he  given  to  those  having  a  practical 
acquaintance  with  the  preparation  and  audit  of  accounts  of 
Local  Government  Authorities. 

Salary  ;f2oo  per  annum,  rising  by  annual   increments 
subject  to  approved  service  of  ;f  20  to  /300  per  annum. 

The  person  appointed  will  be  required  to  give  his  whole 
time  to  the  duties  of  the  office. 

Applications,  in  applicant's  own  handwriting,  accom- 
panied by  not  more  than  three  testimonials,  should  be  sent 
in  upon  the  prescribed  forms  endorsed  •*  Chief  Assistant,'* 
so  as  to  reach  me  not  later  than  Tuesday,  12th  February. 
^Printed  Forms  of  Application  may  be  obtained  of  the 
ooderBigned. 

F.  H.  OWERS, 

County  Accountant. 
County  Offices.  Chelmsford. 
2indjMmHy  1907. 
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(kstablishbo  X850) 

YALUERS,  AUCTIONEERS  ft  ARBITRATORS 
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WORKS,  PLANT,  MACHINERY,  ft  STOCK. 


PKtUODICAL  VALUATtONU  AT  SPKCtAL   RATM3 

ANNUAL    tNap'mCTlONS     FOR    D  KPRECt  ATI  ON . 

3ALK3  OF  WORKU  BY  PRIVATE  TREATY. 

PANTNENaHtPa    IN    EN9tNEERtNa    PROFESSION    ARRANOk*^ 


46   Watling   Street,    London,  E.a 

and   ALBERT   SQUARE,    MANCHESTER, 
TtaLBPBONB  5,077  Bank.      Tblbgrams—"  INDICES,  LONt^oN. 

Bstd.    1831. 

GUARDIAN 

ASSURANCE    COMPANY,''  Limited. 


FIRE,     LIFE,    ACCIDENT, 

AND     BURGLARY     INSURANCE 


Loans  and  PoNhases  of  Life  Interests  and  ReTerslons. 


Total  Funds  over  £5,000,000. 


Hbad  Office:- 11    LOMBARD    STREET,    LONDON, 
Law  Courts  Branch  :— 21    FLEET  STREET. 


XeaMng  Hrtfclee. 

Unregistered  Friendly  Societies. 


^EAR  after  3rear,  as  Christinas  comes  round. 


1 


cases  are  recorded  of  frauds  on  the  part  of 


those  entrusted  with  the  savings  of  others,  under 
circumstances  which  may  not  possibly  involve 
any  very  serious  disaster  upon  individuals, 
but  which  certainly  cause  the  greatest  possible 
inconvenience  to  a  very  large  number  who  can- 
not afford  to  lose  even  a  comparatively  small 
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portion  of  their  hard-earned  savings.  It  is 
especially  in  connection  with  so-called  "  slate 
clubs "  that  these  frauds  appear  to  be  preva- 
lent, but  it  is  worth  while  bearing  in  mind  that 
in  manufacturing  districts  similar  clubs  exist 
for  a  variety  of  purposes.  The  most  important 
provide  a  lump  sum,  accumulated  out  of 
weekly  savings,  for  the  enjoyment  of  an  annual 
holiday,  while  (as  showing  that  the  same  idea 
is  also  brought  into  play  for  many  similar 
purposes,  and  as  indicating  how  extensive  the 
system  is  in  connection  with  the  working 
classes)  it  may 'be  mentioned  that  there  are 
clubs  in  the  East  End  of  London,  and  doubt- 
less elsewhere,  for  the  purpose  of  enabling 
factory  girls  to  purchase  feathers  for  the  adorn- 
ment of  their  head-gear.  Practically  all  these 
clubs,  which  may  be  numbered  by  the 
thousand,  are  unregistered ;  the  moneys  accu- 
mulate in  the  hands  of  a  single  person,  who 
belongs  to  the  same  class  as  the  subscribers  ; 
there  is  no  audit ;  often  no  committee  of  man- 
agement. And,  at  all  events  in  a  quite 
undesirable  number  of  cases,  when  the  time 
comes  for  a  "  share  out,"  as  it  is  expressively 
called,  it  is  found  that  the  accounting  party 
has  already  "cleared  out"  without  account- 
ing for  the  proceeds ;  or,  if  not,  that  he  is 
unable  to  produce  the  amount  that  should  be 
in  his  possession. 

It  is  a  very  difficult  question  to  determine 
how  far  it  is  desirable  to  interfere  with  the 
exclusively  personal  concerns  of  individual 
members  of  the  community.  The  Post  Office 
Savings  Bank  provides  such  facilities  that 
anyone  desirous  of  putting  aside  a  portion  of 
his,  or  her,  wages  weekly  (or  at  any  other 
regular  or  irregular  period),  with  a  view  to 
accumulating  a  sum  of  money  against  some 
^articular  contingency,  may  readily  do  so  with- 


out invoking  the  assistance  of  his  friends  or 
neighbours,  or  becoming  a  member  of  a  club 
of  any  description.  Having  thus  provided  for 
what,  upon  the  whole,  appears  to  be  a  legiti- 
mate and  entirely  praiseworthy  object,  the 
State  might  well  be  excused  from  accepting 
the  responsibility  of  providing  for  the  adequate 
supervision  of  such  clubs  as  may  exist — the 
more  so  as  these  clubs  have  in  almost  all  cases 
a  democratic  and  self-supporting  basis,  in  the 
sense  that  the  treasurer  is  elected  from  among 
the  subscribers,  and  his  appointment  is  presum- 
ably approved  by  all  who  hand  him  their  sub- 
scriptions. From  this  point  of  view,  the  matter 
is  not  one  that  calls  for  State  interference  in  any 
way.  When,  however,  the  effect  of  this  system 
appears  to  be  to  directly  encourage  fraud  upon 
a  somewhat  large  scale,  the  question  may  well 
be  raised  as  to  whether  it  is  not  the  duty  of 
the  State  to  intervene,  not  so  much  for  the 
protection  of  individual  investors  and  for  the 
encouragement  of  thrift,  as  in  the  interests  of 
public  honesty. 

A  much  stronger  case  in  favour  of  some 
measure  of  control  is,  however,  provided  in 
cases  where  these  savings  clubs  are  associated 
with  some  concern,  not  regularly  constituted, 
but  enjoying  a  fairly  influential  backing — as, 
for  instance,  when  some  church  or  chapel,  or 
institute  for  the  "  improvement "  of  the  working 
classes,  undertakes  the  working  of  a  benefit 
club,  upon  lines  that  are  actuarially  unsound, 
without  any  adequate  system  of  accounting  or 
audit.  Such  clubs  continue  until  such  time 
as  the  payment  of  excessive  benefits  in  return 
for  a  trifling  subscription  brings  about  an 
insolvency  leading  to  its  winding-up,  unless 
indeed  some  of  those  responsible  for  its 
inauguration  should  be  found  to  regard  their 
moral  responsibilities  sufficiently  seriously  to 
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induce  them  to  make  good  the  deficiency,  and 
thus  give  the  concern  a  fresh  lease  of  life.  We 
need  hardly  say  that  we  have  nothing  to  urge 
against  clubs  of  this  description  worked  upon 
actuarially  unsound  lines,  provided  there  is 
behind  them  a  responsible  body  of  guarantors 
legally  liable  to  make  good  any  deficiency,  for 
then  such  a  scheme  merely  amounts  to  a  charit- 
able undertaking  designed  to  benefit  those  who 
are  willing  to  help  themselves — probably  the 
soundest  form  of  charity  conceivable.  But 
where  there  is  no  such  legal  obligation  to  make 
^ood  deficiencies,  we  consider  it  wrong  in  the 
extreme  that  those  who  by  their  social  position 
are  able  to  influence  others  should  use  that 
position  to  induce  persons  of  very  limited 
means  to  embark  in  what  they  must  well  know 
to  be  financially  rotten  undertakings.  If  a 
single  penny  of  the  members'  subscriptions  be 
utilised  in  the  payment  of  salaries,  or  other 
administration  expenses,  the  impropriety  of  the 
matter  is,  of  course,  increased  tenfold. 

We  think  that  all  classes  of  undertakings, 
however  named,  which  profess  to  provide  any, 
or  all,  of  the  benefits  usually  provided  by  a 
friendly  society  should,  not  merely  in  the 
interests  of  the  subscribers,  but  also  in  the 
interests  of  their  promoters,  be  placed  as  far 
as  possible  upon  a  sound  commercial  basis,  and 
subjected  to  those  safeguards  that  business 
experience  has  proved  to  be  in  all  cases  neces- 
sary if  preventable  losses  are  to  be  avoided. 
The  contribution  to  be  levied  from  charity 
should  be  systematically  computed  at  frequent 
intervals,  and  then  forthwith  provided,  instead  of 
the  undertaking  being  allowed  to  struggle  on 
without  any  evident  or  recognised  system, 
using  the  moneys  in  hand  so  far  as  they  will 
go,  and  then,  when  virtually  bankrupt,  appeal- 
ing to  its  promoters  ad  misericordiam  for  sub- 


scriptions to  make  up  the  deficiency.  It  is 
putting  matters  entirely  upon  the  wrong  basis, 
if  it  be  optional  for  these  promoters  to  make 
good  (and  to  take  credit  to  themselves  for 
making  good)  depletions  of  the  exchequer 
caused  solely  by  their  having  promised  more 
than  it  was  mathematically  possible  for  them 
to  accomplish  with  the  means  at  their  disposal. 
Those  who  have  entrusted  their  savings  to 
these  upon  the  faith  of  their  reputation  for 
philanthropy,  or  good  works,  have  a  right  to 
be  protected  against  their  financial  incapacity, 
more  particularly  when  it  is  borne  in  mind 
that,  in  the  event  of  any  of  these  gentlemen 
dying,  it  would  be  practically  impossible  for 
their  executors  to  make  payments  ex  gratia  to 
fulfil  their  moral  obligations.  We  are,  of 
course,  fully  aware  that  the  introduction  of  any 
system  of  statutory  or  official  control  would 
have  the  effect  of  causing  a  large  number  of 
these  concerns  to  be  peremptorily  closed,  in 
which  case  doubtless  the  subscribers  would 
often  have  to  face  an  immediate  loss,  which 
under  these  circumstances  the  promoters  might 
not  feel  themselves  constrained  to  make  good. 
But,  at  the  risk  of  this  immediate  loss,  we  think 
that  some  steps  should  be  taken  to  put  matters 
upon  a  sound  footing,  and  to  ensure  that  thrift 
may  not  be  discouraged  by  the  too  frequently 
unfortunate  experiences  of  the  would-be  thrifty. 
In  the  case  of  those  clubs  which  are 
managed  by  the  working  classes  themselves,  we 
think  that  probably  the  most  practical  way  of 
dealing  with  the  admitted  evil  would  be  to 
pass  a  short  Act,  requiring  all  persons 
receiving  as  trustees  moneys  belonging  to 
others,  in  sums  not  exceeding  a  certain 
prescribed  minimum,  to  bank  the  amounts 
so  received  within  seven  days  in  a  special 
account    opened    by    them    in    the   name  of 
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the  trust  with  the  Post  Office  Savings  Bank. 
Failure  to  comply  with  these  provisions 
might,  we  think,  well  be  regarded  as  primd 
facie  evidence  of  an  intention  to  embezzle  the 
moneys  so  received.  So  that  in  fact  a  failure  to 
account  would  become  punishable  as  a  felony 
instead  of  being  regarded  as  an  "  unfortunate 
occurrence,"  to  be  glossed  over  by  all  concerned 
unless  they  wish  to  be  looked  upon  as  exception- 
ally vindictive.  No  doubt  there  would  be  a 
good  deal  of  evasion  of  such  an  Act,  if  passed  ; 
but  it  would  at  least  have  some  deterrent  effect, 
and  would  probably  in  the  great  majority  of 
cases  serve  its  purpose. 

The  precise  point  that  we  have  in  view  in 
suggesting  that  failure  to  account  under  these 
circumstances  should  be  treated  as  a  felony, 
is  that  it  would  preclude  the  possibility  of  sub- 
scribers compounding  with  the  defalcating 
treasurer.  In  the  great  majority  of  cases  that 
is  what  takes  place,  and  a  prosecution,  if 
indeed  one  be  instituted,  is  only  brought  about 
because  no  offer  of  composition  has  been  forth- 
coming. In  the  majority  of  cases  the  necessary 
funds  to  provide  a  composition  represent  merely 
a  portion  of  the  subscribers'  own  moneys, 
which  they  are,  of  course,  entitled  to  in  any 
event.  Failing  that,  the  funds  would  in  all 
probability  be  obtained  from  a  money-lender 
under  extortionate  conditions.  This  generally 
leads  to  the  ruin  of  the  defaulting  official  upon 
a  scale  far  more  effectual  than  would  have 
arisen  had  he  possessed  the  wisdom  to  * '  face 
the  music  "  at  the  outset,  under  circumstances 
possibly  affording  him  some  slight  excuse  for 
his  irregularities.  Such  a  man  goes  to  the 
money-lenders  to  make  up  a  deficiency  to 
pacify  subscribers,  and  then  robs  his  employers 
to  pay  the  extortionate  interest  periodically 
demanded  by  the  money-lenders.     No  good  is 


done  to  anyone  by  compositions  of  that  kind, 
and  every  effort  should,  we  think,  be  made 
to  discourage  them — leading,  as  they  almost 
inevitably  do,  to  far  greater  mischief  than  that 
which  first  obtained. 


Accountancy  in  the  Transvaal. 


''PHE  Registrar  of  the  Transvaal  Society  of 
^  Accountants  has,  at  the  request  of  the 
Council  of  that  Society,  forwarded  to  us  copies 
of  the  Rand  Daily  Mail  and  the  Johannesburg 
Star  of  the  15th  ult.,  which  contain  correspon- 
dence relating  to  a  matter  of  considerable 
interest  to  the  profession  generally.  Accord- 
ingly we  have  thought  it  desirable  to  reproduce 
this  correspondence  in  full  in  another  column, 
in  spite  of  its  length. 

In  the  ordinary  course  of  events  we  hardly 
think  that  we  should  have  felt  called  upon  to 
express  any  opinion  with  regard  to  the  matter 
— fully  appreciating,  as  we  do,  the  difficulty  of 
arriving  at  an  entirely  fair  opinion  upon  events 
that  have  taken  place  at  a  considerable 
distance,  when  in  the  nature  of  things  it  is  only 
to  be  expected  that  one  has  not  before  one  all 
that  could  be  stated  on  either  side.  Inasmuch, 
however,  as  the  matter  has  been  officially 
brought  to  our  notice  by  the  Transvaal  Society 
of  Accountants,  we  feel  no  hesitation  whatever  in 
placing  before  our  readers  the  facts  of  the  case, 
as  submitted  by  the  Transvaal  Society  to  us, 
and  we  feel  that  we  can  hardly  do  this  without 
at  the  same  time  dealing  editorially  therewith. 

As  we  understand  the  case,  the  facts  appear 
to  be  shortly  as  follow: — Mr.  Howard  Pim 
is  a  Chartered  Accountant  practising  at  Johan- 
nesburg, who  has  enjoyed  a  considerable 
connection  among  South  African  mining  com- 
panies.    His  political  views,  however,  appear  to 
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be  in  opposition  to  those  generally  held  by  those 
locally  interested  in  the  gold  mining  industry, 
and  from  time  to  time  Mr.  Pim  appears  to  have 
given  public  utterance  to  his  views  with  regard 
to  questions  at  issue.  These  views  have,  as  we 
understand  the  facts,  given  great  offence  to 
those  in  a  position  to  control  the  appointment 
of  auditors  to  certain  companies  formerly 
employing  Mr.  Pim,  and  as  a  result  he  now 
finds  that  his  services  as  auditor  have  been 
dispensed  with.  That,  it  seems  to  us,  repre- 
sents the  bare  facts  of  the  case,  put  quite 
impartially.  Mr.  Pim  has  suggested  that  the 
treatment  which  he  has  received  casts  a  slur 
upon  the  independence  of  other  members  of 
the  accountancy  profession,  and  tends  to  lessen 
public  confidence  in  the  published  statements 
which  they  confirm.  The  Transvaal  Society 
of  Accountants,  on  the  other  hand,  while 
expressly  declining  to  go  into  the  merits 
of  the  dispute,  has  thought  it  desirable 
to  give  publicity  to  its  unanimous  expres- 
sion of  opinion  that  these  events  could  in 
no  wise  be  interpreted  as  casting  a  slur  upon 
the  independence  of  other  members  of  Mr. 
PiM's  profession  in  the  Transvaal  Colony,  and 
should  have  no  influence  on  public  confi- 
dence  in  any  statements  confirmed  by  other 
accountants. 

It  seems  to  us  that  the  matter  under  con- 
sideration may  be  regarded  from  two  points  of 
view— from  the  standpoint  of  Mr.  Pim,  and  the 
manner  in  which  the  Transvaal  public  will 
regard  him  as  a  result  of  what  has  happened  ; 
and  from  the  point  of  view  of  the  accountancy 
profession  in  the  Transvaal,  and  the  extent  to 
which  the  reputation  of  that  profession  is 
affected  by  what  has  transpired. 

With  regard  to  the  first  point  we  desire  to 
say  as  little  as  possible,  but  those  who  wish  to, 
arrive  at  any  correct  appreciation  of  the  position- 


as  a  whole  must  periforce  deal  with  this  aspect 
of  the  matter  first,  as  their  conclusions  with 
regard  to  this  point  can  hardly  fail  to  affect  in 
some  way  the  opinions  that  they  form  with 
regard  to  the  more  general  aspect  of  the  case. 
It  is,  we  imagine,  not  likely  to  be  disputed  by 
any  reasonable  person  that  a  professional  man 
is  entitled  to  his  own  personal  opinions  upon 
all  questions,  and  a  fortiori  upon  all  political 
questions,  for  if  there  is  to  be  any  suspicion  of 
intimidation  in  such  matters,  the  political 
morality  of  the  community  is  in  danger  of 
falling  to  a  very  low  ebb.  Assuming,  therefore, 
that  a  professional  man  has  satisfactorily  per- 
formed his  professional  duties,  we  think  it 
would  be  extremely  improper  to  deprive  him  of 
his  position  solely  on  account  of  the  political 
views  that  he  might  be  known  or  suspected  to 
entertain.  But  there  is,  we  think,  a  broad  dis- 
tinction between  that  reasonable  liberty  of 
conscience  which  allows  even  the  smallest 
minorities  to  hold  their  several  peculiar  views 
undisturbed,  and  the  license  that  would  leave 
them  free  to  give  publicity  to  these  opinions, 
quite  irrespective  of  the  consequences  that 
might  ensue  to  those  to  whom  they  look  for 
either  partial  or  complete  support  in  the 
practice  of  their  profession.  If  the  professional 
man  is  entitled  to  freedom  of  opinion,  his 
client  is,  it  seems  to  us,  equally  entitled  to  say 
that  if  those  whom  he  employs  are  actively 
engaged  upon  a  course  which  will  be  detrimental 
to  his  interests,  it  is  open  to  him  to  say,  with- 
out casting  any  reflection  on  the  personal 
ability  or  probity  of  his  accountant,  that  he 
prefers  to  give  such  patronage  as  he  has  to 
those  who  are  in  sympathy  with  his  views  upon 
political  as  upon  other  matters.  The  right  to 
hold  one's  own  opinions  must  be  conceded  to 
everyone   in   a   free  country,  but  we  do  not 
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happen  to  know  of  any  country  where  the  free 
expression  of  unpopular  opinions  does  not  entail 
practical  disadvantages.  Those,  therefore, 
who  voluntarily  assume  the  rule  of  a  reformer 
out  of  date,  must,  we  think,  expect  the  fate  that 
has  at  all  times  overtaken  such  persons — which, 
to  put  it  mildly,  may  be  regarded  as  a  distinct 
want  of  appreciation  of  their  evident  merits. 
We  express  this  opinion  in  purely  general 
terms,  and  without  attempting  to  decide  upon 
the  merits  of  the  controversy  in  any  respect, 
beyond  mentioning  that  we  think  those  who 
go  out  of  their  way  to  make  things  unpleasant 
for  their  clients  can  scarcely  expect  to  have 
their  services  retained,  merely  because  their 
professional  standing  and  personal  reputation 
are  beyond  suspicion. 

With  regard  to  the  more  general  question,  as 
to  the  effect  of  what  has  occurred  upon  the 
reputation  of  the  accountancy  profession  in 
the  Transvaal  Colony,  and  particularly  upon 
the  members  of  the  newly-formed  Transvaal 
Society  of  Accountants,  we  must  confess  that 
we  do  not  think  it  was  at  all  in  good  taste  for 
Mr.  PiM  to  try  to  involve  his  professional 
confreres  in  a  dispute  with  which  they  were 
apparently  in  no  way  concerned.  In  a  sense, 
a  rebuff  administered  to  a  leading  practitioner 
is,  and  must  in  the  nature  of  things  be,  a  set- 
back to  the  whole  of  the  profession  of  which 
he  is  a  member ;  but  it  should,  we  think,  be 
his  business  to  minimise  rather  than  emphasise 
this  aspect  of  the  matter,  and  we  think  that 
the  Council  of  the  Transvaal  Society  has  acted 
prudently  in  expressly  dissociating  itself  from 
the  whole  dispute,  and  declining  to  be  in  any 
way  drawn  into  the  matter.  There  will  doubtless 
be  some  who,  as  a  result,  of  what  has  trans- 
pired, say  that  if  professional  accountants  are« 
going  to  be  employed  on    account   of    their 


political  leanings,  those  leanings  will  tend  to 
colour  their  views,  and  will  to  a  corresponding 
extent  affect  their  comments  upon  the  state- 
ments of  account  that  are  put  before  them  for 
verification.  Such  assertions  will  undoubtedly 
be  made,  more  especially  by  those  who,  being 
politically  in  agreement  with  Mr.  PiM,  feel 
called  upon  to  champion  his  cause ;  but  they 
are  really  entirely  beside  the  point,  in  that 
questions  of  account  are  not  (and,  in  the  nature 
of  things,  never  can  be)  matters  of  political 
controversy.  If  the  opinion  ever  became 
general  that  accountants  would  always  pro- 
fessionally approve  of  the  actions  of  those  with 
whom  they  were  in  political  agreement,  and 
would  always  professionally  disapprove  of  the 
actions  of  those  to  whom  they  were  politically 
opposed,  such  a  belief  would  be  the  death-blow 
to  the  employment  of  professional  accountants, 
in  that  it  would  entirely  destroy  that  confidence 
in  the  personal  good  faith  of  the  certifying 
accountant  which  is  an  absolutely  essential 
condition  before  his  certification  can  carry  with 
it  any  weight  whatever.  Any  attempt,  there- 
fore, to  suggest  that  accountants'  certificates 
are  biassed  by  political  motives  is,  it  seems  to 
us,  most  improper,  more  particularly  when  the 
suggestion  comes  from  one  who  ought  to  be  in 
a  position  to  know  that  it  is  entirely  ground- 
less. We  can,  to  some  extent,  sympathise 
with  Mr.  PiM,  in  that  his  candid  expression  of 
his  views  has  apparently  caused  him  to  suffer 
a  somewhat  serious  pecuniary  loss ;  but  we 
cannot  on  that  ground  only  excuse  him  from 
adopting  a  line  of  action  which  appears  to  have 
been  calculated  to  suggest  that  all  members  of 
the  Transvaal  Society  of  Accountants  place 
party  ideals  above  professional  principles, 
and  are  therefore  professionally  unreliable. 
Indeed,  the  mere  fact  that  he  should  have 
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thought  it  possible  that  anyone  could  have 
imagined  that  Transvaal  accountants  were  as 
a  body  unreliable  where  their  political  opinions 
were  at  variance  with  their  professional  duties, 
affords,  it  seems  to  us,  some  justification  for 
the  point  of  view  taken  by  those  who  have 
recently  dispensed  with  his  services. 

Our  own  view  is  that,  the  duties  of  an  auditor 
being  jttosi-j udicial,  it  is  inexpedient — if  not 
actually  improper — that  those  who  occupy  the 
position  of  auditor  should  allow  themselves  to 
become  prominently  identified  with  any  poli- 
tical party.  Very  possibly  some  may  consider 
this  view  too  idealistic;  but  it  has  at  least  these 
practical  advantages  over  most  mere  ideals,  that 
while  abrogating  no  essential  principle  it 
avoids  giving  offence  where  offence  may  be 
expected  to  result  in  loss,  while  it  naturally 
increases  the  respect  that  will  be  entertained 
for  its  advocates  by  members  of  all  parties. 


Meeftli?  Tlotes« 

PrmcdoM  off  It  is  stated  that  by  disregarding 
a  Fumy.  fractioDS  of  a  penny  in  the  payment 
of  dividends  on  Consols,  the  State  was  able  to  secure 
last  year  a  profit  of  no  less  than  ^'777  iis.  4d.,  while 
the  fractions  in  respect  of  dividends  on  other  public 
funds  amounted  to  ^'773  t3s.»  a  gain  in  all  of  upwards 
of  fifteen  hundred  pounds  per  annum.  Inasmuch  as 
practically  all  large  undertakings  equally  ignore  frac- 
tions of  a  penny,  the  probability  is  that  the  aggregate 
sum  lost  by  the  small  creditor  or  investor  in  the  course 
of  a  year  would  run  into  a  very  large  sum  indeed.  For 
some  purposes  it  is  customary  to  take  the  nearest  whole 
number,  whether  above  or  below,  so  that  in  the 
aggr^ate  the  correct  total  is  still  retained,  but  this 
practice  is  rarely  observed  in  connection  with  external 
transactions.  With  a  form  of  decimal  coinage  the 
nearest  approach  to  absolute  accuracy  would  no  doubt 
be  practicable  without  an  unreasonable  expenditure  of 
trouble,  but  a  system  which  automatically  provides 
£hy>o  per  annum  towards  the  reduction  of  the 
National  Debt  has  at  least  sooietbing  to  be  $aid  in  its 
livoor. 


Accountants  ^  recent  issue  of  The  Financial  News 
Acting  as  draws  attention  to  an  advertisement 
Solicitors.  which,  it  states,  emanates  from  a  man 
who  describes  himself  as  a  Fellow  and  Councilman  of 
the  Institute  of  Accountants  and  Actuaries,  whose 
business,  according  to  his  own  showing,  consists 
largely,  if  not  solely,  in  the  collection  of  debts.  Our 
contemporary  thinks  that  the  matter  is  one  that  will 
interest  the  Law  Society,  and  it  is  quite  possible  that 
that  is  so.  We  need,  perhaps,  hardly  remind  our 
readers  that  there  is  nothing  illegal  per  se  in  an 
accountant  acting  as  a  debt  collector,  provided  he  does 
not  represent  himself  as  a  solicitor,  or  undertake  work 
which  is  by  statute  reserved  for  those  on  the  roll  of 
solicitors.  From  the  point  of  view  of  our  readers, 
however,  interest  will  probably  centre  chiefly  round 
the  statement  that  the  advertiser  is  a  Fellow  and 
Councilman  of  the  Institute  of  Accountants  and 
Actuaries.  This  is  the  title  of  the  Glasgow  lustitute 
of  Chartered  Accountants,  but  it  is,  we  think,  unlikely 
in  the  extreme  that  a  member  of  the  Council  of  that 
body  would  be  responsible  for  the  advertisement  under 
consideration,  or  would  carry  on  a  business  of  the  kind 
described.  It  would  thus  appear  that  another  has 
been  added  to  the  already  overgrown  list  of  societies 
or  associations  of  accountants,  which  has  adopted  a 
title  as  nearly  as  possible  identical  with  that  of  the 
Glasgow  Institute.  Even  this  hypothesis,  however, 
hardly  meets  the  cas*?,  for  the  individual  referred  to 
claims  to  have  been  elected  a  Fellow  and  Councilman 
of  this  Institute  in  March  1895,  and  it  is  practically 
inconceivable  that  for  the  past  twelve  years  there 
should  have  been  a  body  going  under  a  name  almost 
identical  with  that  of  the  Glasgow  Institute,  without 
the  circumstance  having  been  previously  brought  to 
our  notice. 


— .    ^  X.       .A  correspondent  writing  to  The  Financial 
The  Duties  of  *^  .         - 1_  i. 

Liquidators.     News  a  day  or  two  smce  mentions  that 

although  two  companies  which  he  names  have  been  in 
liquidation  for  some  years,  not  one  word  has  been 
communicated  to  the  long-suffering  shareholders  as  to 
what  is  being  done.  It  is  the  duty  of  a  liquidator  to 
convene  general  meetings  at  the  close  of  each  succes- 
sive year  during  which  the  liquidation  continues,  and,  if 
no  such  meetings  have  been  held,  the  liquidator  has 
undoubtedly  been  guilty  of  neglect.  It  may  be  added, 
however,  that  there  is  no  statutory  duty  imposed  upon 
a  liquidator  to  continually  keep  shareholders  advised 
of  the   progress  of   the   liquidation;   and   although 
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it  is  usual,  where  shareholders  are  interested  parties, 
to  provide  them  with  all  reasonable  information  from 
time  to  time,  in  the  all  too  numerous  cases  where  it  is 
clear  from  the  outset  that  there  can  be  no  return  to  the 
shareholders  it  is,  we  think,  manifestly  unreasonable 
that  the  liquidator  should  be  expected  to  waste  bis 
own  time  and  the  creditors'  money  upon  keeping  share- 
holders advised  as  to  the  progress  of  events  with  which 
they  are  not  in  any  way  concerned.  It  is  probably  in 
this  way  that  the  misunderstanding  has  occurred  in 
the  mind  of  our  contemporary's  correspondent. 


A  Remarkable  An  unusual  case  came  before  Mr. 
Bankraptey.  Registrar  Brougham  in  the  London 
Bankruptcy  Court  last  week.  Re  Martin,  It  appears 
that  no  proofs  of  debt  at  all  had  been  lodged  in 
this  bankruptcy,  and  that  the  only  possible  creditors 
were  mortgagees,  whose  claims  had  not  been  ascer- 
tained. In  these  circumstances,  the  learned  Registrar 
came  to  the  conclusion  that  there  were  not  any 
unsecured  debts,  and  he  accordingly  granted  the 
debtor  his  immediate  discharge.  Under  the  circum- 
stances stated,  the  most  remarkable  feature  about  the 
matter  is,  it  seems  to  us,  that  the  debtor  should  have 
thought  it  necessary  to  iile  his  petition,  for  obviously 
there  can  have  been  no  petitioning  creditor  if  the  facts 
were  as  stated. 


UMoftheTltie  ^"^  correspondent  "  Juvenis,"  whose 
**  Chartered  letter  under  the  above  heading  we 
Aoooantant."  reproduced  last  week,  raises  a  ques- 
tion of  some  interest.  Obviously  it  would  be  quite 
improper  for  a  man,  upon  serving  his  articles  and  pass- 
ing his  Final  Examination,  to  pose  as  a  Chartered 
Accountant  prior  to  being  actually  admitted  as  a 
member  of  the  Institute,  for  the  term  "  Chartered 
Accountant "  is  restricted  to  members  of  the  Institute. 
It  is  not  available  by  those  who,  having  complied  with 
certain  of  the  conditions  as  to  membership,  and  are  in 
a  position  to  apply  for  admission,  because  this  applica- 
tion may,  or  may  not,  be  granted.  When,  however,  a 
member  has  taken  out  a  certificate  as  an  Associate  not 
in  Practice,  it  is  clear  that  he  is  properly  described 
as  "  A.C.A.  "  or  as  a  **  Chartered  Accountant,"  seeing 
that  in  the  terms  of  the  Charter  he  is  just  as  entitled 
to  those  distinctions  as  a  member  in  practice.  A 
further  question  arises,  however,  as  to  whether  a 
member  enrolled  as  being  not  in  practice  is  entitled  to 
practise;  and,  of  course,  conversely  there  may  be  a 
question  as  to  whether  a  member  is  entitled  to  be 


registered  as  in  practice  when,  in  point  of  fact,  he  is 
employed  as  clerk  to  another  accountant.  Upon  these 
points  the  bye-laws  are,  perhaps,  not  very  expUcit,  but 
we  gather  that  enrolment  as  a  member  in  practice 
is  a  condition  precedent  to  being  permitted  to  take 
an  articled  clerk  whose  articles  will  be  recognised  and 
registered  by  the  Institute.  There  is,  so  far  as  we  are 
aware,  nothing  to  prevent  a  member  registered  as  not 
in  practice  from  undertaking  accountancy  work,  any 
more  than  there  is  anything  to  compel  a  member  who 
has  been  in  practice  for  upwards  of  five  years  to  apply 
for  Fellowship.  The  question  is  one  of  some  interest, 
and  might,  we  think,  with  advantage  be  fully  discussed ; 
but,  unless  the  bye-laws  are  amended,  it  seems  to  us 
that  individuals  are  left  free  to  act  in  whatever  manner 
they  may  think  best. 


The  Rlihta  The  question  raised  by  our  correspon- 
of  Crediiori.  dent  "  C.  B."  last  week  is  one  of  con- 
siderable interest,  although  the  circumstances  are  by  no 
means  exceptional.  Assuming  that  the  bankruptcy  of 
A.  remains  unclosed,  the  best  course  of  procedure 
would,  we  think,  be  to  induce  the  trustee  in  that  bank- 
ruptcy to  examine  A.,  B.,  and  A.'s  son  at  a  private 
sitting,  with  a  view  to  endeavouring  to  arrive  at  some 
admission  of  the  facts  that  would  justify  the  launching 
of  a  motion.  If,  however,  the  trustee  in  A.'s  bankruptcy 
is  an  Official  Receiver,  it  would  probably  be  found 
impracticable  to  take  this  step.  Under  those  circum- 
stances, practically  the  only  course  open  to  the 
creditors  is  to  decide  whether  it  is  worth  their  while 
to  incur  the  expense  of  bankruptcy  proceedings  against 
B.,  more  especially  bearing  in  mind  the  risk  that,  it 
assets  should  be  recovered,  it  is  quite  conceivable  that 
they  may  be  claimed  by  the  trustee  in  A.'s  former  bank- 
ruptcy. The  case  is  one  in  which  a  solicitor  well 
versed  in  all  details  of  bankruptcy  practice  might  with 
advantage  be  retained  to  advise. 


Parliamentary     White  Papers  of  more  than  ordinary 
Bills.  interest  have  just  been  issued  showing 

the  expenses  incurred  by  the  London  County  Council 
and  the  Metropolitan  Borough  Councils  in  promoting 
and  opposing  Bills  in  Parliament.  As  regards  the 
L.C.C.,  it  appears  to  have  spent  ;fioi,ooo  in  this 
manner  in  the  four  years  1903-6,  ;f67,90o  of  this  being 
in  respect  of  promotions  and  ;f33,ioo  in  connection 
with  oppositions.  The  Electricity  question  appears  to 
have  cost  ;f  12,500,  while  the  Steamboats  are  said  to  be 
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responsible  for  jf 6,500  of  Parliamentary  charges.  So 
far  as  the  Metropolitan  Borough  Councils  are  con- 
cerned, the  total  expense  in  the  six  years  190 1-6  has 
been  1^71,900,  of  which  jf9,8oo  is  for  promotions  and 
^^62,100  for  oppositions.  Of  this  latter  figure  ;f  12,100 
was  spent  in  fighting  twenty-five  Bills  promoted  by  the 
London  County  Council  itself!  We  should  hesitate  to 
criticise  what  appears  to  be  quite  a  national  industry, 
but  those  who  have  to  find  the  money  may  have  some- 
thing to  say. 

iBsaruioe;  It  is  reported  that  during  the  hearing 
BatarpriM.  ^f  ^  recent  appeal  Mr.  Justice  Darling 
asked  whether  it  was  a  fact  that  there  were  companies 
which  would  insure  a  litigant  against  a  successful 
appeal  by  the  other  side.  Counsel  informed  the  Judge 
that  he  had  been  told  that  was  the  case,  and  that  there 
were  different  rates  for  different  Judges.  A  contem- 
porary, taking  up  the  joke,  says  the  question  is  now 
being  debated  whether  the  publication  of  the  table  of 
rates  would  amount  to  a  contempt  of  Court  as  regards 
those  Judges  whose  names  are  the  occasion  of  high 
rates  in  the  list. 


An  interesting  volume  on  South  African 
Lav.  company  law  has  just  been  published 

by  Messrs.  Jordan  &  Sons,  Lim.,  in  which  a  useful  com- 
parison of  the  English  and  South  African  Acts  is  made. 
One  point,  of  many,  strikes  us  as  being  rather  peculiar : 
The  Cape  Act  lays  it  down  that  the  memorandum  and 
articles  of  association  shall  be  delivered  to  the 
Registrar,  "  who  shall,  if  they  are  in  order ^  retain  and 
register  the  same."  It  would  be  very  interesting,  and 
doubtless  instructive  also,  if  Mr.  Pyemont  could  tell  us 
exactly  what  is  covered  or  meant  by  the  words  italicised. 
Is  the  Registrar  to  concern  himself  with  form  only,  or 
with  the  actual  wording  and  effect  of  these  documents  ? 


ita  C«rttlleattoii  I^  connection  with  a  recent  new  issue 
•r  ProfltB.  the  profits  arc  said  to  have  been  certi- 
fied by  a  firm  of  accountants  at  the  rate  of  £^^\  9s.  id. 
per  annum,  *'  on  the  basis  of  the  firm's  stocktaking," 
and  '*  without  charging  partners'  salaries."  A  critic 
points  out  that  if  the  salaries  of  the  partners  only 
amounted  to  the  very  modest  sum  of  ;£'26o  per  annum 
each,  this  wonld  sufifice  to  convert  the  profit  previously 
mentioned  into  a  loss  of  ;£'39  per  annum  !  The  accoun- 
tants are  quite  in  order  in  the  reservations  they  have 
made,  but  it  may  well  be  questioned  whether  so  small 
a  concern  offers  much  scope  for  successful  joint-stock 
enterprise. 


Booth  Afrioan  A  Renter's  telegram  announces  that  an 
ReB^inanu!f  American  firm  of  exporters  are  bringing 
Trade.  an  action  in  the  Circuit  Court  at  New 
York  against  several  South  African  steamship  com- 
panies on  the  charge  of  violating  the  Sherman  Anti- 
Trust  Act,  in  having  formed  a  combination  in  restraint 
of  trade.  It  is  alleged  that  the  defendants  combined 
for  the  purpose  of  suppressing  competition  and  securing 
a  rate  monopoly  for  cargo  to  South  Africa,  and  in  the 
course  of  a  circular  sent  out  by  them  it  was  declared 
that  hostile  shippers  would  be  forced  to  pay  higher 
rates  than  "  loyal  shippers,"  and  that  rebates  in  the 
shape  of  commissions  would  be  paid  to  such  "loyal 
shippers."  Much  has  been  written  in  this  country 
regarding  the  Shipping  Ring,  but  we  doubt  whether 
the  matter  is  within  the  jurisdiction  of  the  United 
States'  Courts. 


A  CnrloM  Point  Before  Mr.  Justice  Parker  recently  the 
In  Liquidation,  liquidator  of  a  certain  limited  com- 
pany  was  summoned  by  the  Crown  for  the  purpose  of 
recovering  ;^i48o  12s.  said  to  be  due  for  income-tax. 
The  case  does  not  appear  to  have  been  fully  reported, 
and  the  particulars  in  the  newspaper  paragraphs  are 
rather  vague,  but  we  gather  that  in  the  course  of  a 
reconstruction  certain  debts  had  been  paid  out  of  the 
assets,  but  that  income-tax  had  not  been  provided  for. 
We  do  not  know  whether  this  was  due  to  an  oversight 
on  the  part  of  the  liquidator  or  to  any  other  cause. 
It  was  stated  that  the  indemnity  which  the  new  com- 
pany had  given  to  the  liquidator  was  only  of 
problematical  value,  and  the  Judge,  in  making  an  order 
for  payment  in  six  weeks,  said  that  this  would  give  the 
liquidator  time  to  see  whether  the  new  company  could 
assist  him.  We  should  like  to  know  more  of  the 
circumstances  of  the  claim,  and  perhaps  the  liquidator 
in  question  may  care  to  use  our  columns. 


The  Ortfanliatlon  We  understand  that  the  Hastings  Cor- 
l^th'^ii?  •  poration  has  recently  introduced 
Aooonnts.  important  changes  into  its  methods  of 
rate  collection  and  record.  The  collection  is  to  be  in 
the  hands  of  a  staff  consisting  of  a  chief  collector,  four 
other  collectors,  and  two  clerks,  the  first-named  alone 
being  authorised  to  make  entries  in  the  rate  books,  and 
to  pay  receipts  into  the  Corporation's  bank.  Particulars 
of  the  amounts  so  paid  in  will  be  forwarded  daily  by  the 
bank  to  the  Borough  Accountant.  The  Borough 
Accountant  is  to  be  responsible  for  the  general  super- 
vision and  control  of  the  collecting  department,  and 


114 


THE    ACCOUNTANT 


January  26,  igo?* 


for  the  carrjdog  out  of  a  continuous  audit  of  the 
books.  He  will  also  have  the  conduct  of  the  corre- 
8p>ondence,  but  will  have  nothing  whatever  to  do  with 
the  actual  handling  of  money.  This  is  in  all  essential 
principles  the  system  which  we  have  always  advocated 
in  these  columns,  but  which  hitherto  does  not  appear 
to  have  met  with  any  general  measure  of  acceptance 
among  local  authorities.  It  may  be  remembered  that 
when  the  methods  of  accounting  at  Cardiff  were 
reorganised  some  little  time  since,  we  commented  upon 
the  fact,  and  mentioned  that  to  get  the  greatest  possible 
advantage  out  of  the  supervision  conducted  by  a 
Borough  Accountant's  office,  it  was  essential  that  he 
should  be  placed  in  the  position  that  ought  to  be 
occupied  by  all  auditors  of  absolute  independence  of 
the  actual  handling  of  money.  We  are  glad  to  observe 
that  at  Hastings  the  more  reasonable  method  will  be 
tried,  and  it  will  be  interesting  to  learn  what  success 
attends  its  adoption. 


Retarns  nndtr  the  At  the  Guildhall  on  the  i8th  inst. 
Oompanles  Aota.  Alderman  Sir  George  Smallman  had 
before  him  two  persons  charged,  as  directors  respec- 
tively of  the  Spanish  Lead  Syndicate,  Lim.,  and  the 
Heredia  Lead  Mines,  Lim.,  with  knowingly  and 
wilfully  authorising  default  on  the  part  of  their 
respective  companies  in  the  filing  of  the  annual  return 
and  summary  of  capital  required  by  the  Companies 
Act,  1862.  On  behalf  of  the  defendants  it  was  sub- 
mitted that  no  meeting  had  been  held,  and  that  there- 
fore the  requirements  of  the  Act  could  not  be  literally 
complied  with.  Returns  had,  however,  been  made, 
although  of  necessity  not  made  up  to  a  date  fourteen 
days  after  the  meeting,  which,  in  point  of  fact,  had 
not  been  held.  Counsel,  however,  submitted,  on  the 
authority  of  Doric  v.  The  South  African  Super-Aeration, 
Lim,,  that  this  summons  was  out  of  date,  the  alleged 
default  having  occurred  on  the  2ist  January  1906, 
whereas  the  summons  was  not  issued  until 
2ist  November  following.  His  Worship  came  to  the 
conclusion  that  he  was  bound  by  Dorte's  case,  and 
accordingly  dismissed  both  summonses,  while  adding 
that  on  the  facts  he  would  certainly  have  found  that 
the  defendants  knowingly  and  wilfully  permitted  this 
default  had  there  been  a  default  in  law. 


The  Aoooanti      ^^®  Chairman  of  the  Finance  Com- 

of  ihe  Wooiwloh    mittee    of    the     Woolwich     Borough 

Council  stated  a  short  time  since  that 

'^stead  of  there  being  a  working  balance  of  upwards  of 


two  thousand  pounds,  the  Council  was  faced  with  an 
overdraft  of  sixty  thousand  pounds,  of  which  forty- 
two  thousand  pounds  represented  capital  expenditure 
on  Electricity  Account.  The  accounts  of  that  depart- 
ment were,  however,  in  such  a  state  that  no  one  knew 
how  the  money  had  been  spent,  and  in  consequence  it 
was  impossible  to  apply  to  the  Local  Government 
Board  for  a  loan  to  cover  the  expenditure.  Thus  the 
only  way  of  clearing  off  the  overdraft  was  to  charge  it 
against  revenue,  which  would  involve  an  increase  hi 
the  rates  of  between  sixpence  and  eightpence  in  the 
pound.  It  would  be  interesting  to  know  exactly  how  it 
came  about  that  the  accounts  of  this  Council  have  in 
the  past  been  kept  upon  such  extraordinary  lines,  and 
who  is  responsible  for  the  irregularity.  If  the  directors 
of  a  company  were  to  announce  that  they  were  unable 
to  explain  to  their  shareholders  how  forty-two  thousand 
pounds  of  the  company's  money  had  been  spent,  there 
is  every  reason  to  suppose  that  an  action  for  damages 
— or,  if  the  company  were  in  liquidation,  a  mis- 
feasance summons— would  follow  in  the  ordinary  course 
of  events.  It  is  undoubtedly  only  proper  that  the 
Local  Government  Board  should  refuse  to  entertain 
an  application  for  a  loan  in  the  abssnce  of  any 
information  as  to  the  application  of  the  moneys  sought 
to  be  borrowed ;  but  if  the  official  audit  served  any  really 
useful  purpose,  it  would  be  held  sufficiently  frequently 
to  render  it  impossible  for  such  a  sum  to  be  frittered 
away  without  any  proper  record  being  kept  of  its 
expenditure. 


Cottespon5ence  an5  Enquiries. 


All  communications  to  the  Editor  should  be 
by  letter  only. 


Life-Tenant  and  Remainderman. 

(To  ike  Editor  of  The  Accountant.) 
Sir,— A  letter  signed  "  Articled  Clerk  "  on  page  43 
of  your  issue  of  January  12th  1907  asks  how  a  sum 
paid  for  redemption  of  tithe  rent-charge  should  be 
borne  as  between  capital  and  income  of  settled  pro- 
perty. It  the  writer  of  the  letter  turns  to  Section  21 
(ii.)  of  the  Settled  Land  Act,  1882,  he  will  see  that 
capital  money  arising  under  that  Act  may  be  applied, 
inter  alia,  in  the  redemption  of  rent-charge  in  lieu  of 
tithe,  so  that  the  whole  sum  payable  should  fall  on 
capital.  This  result,  moreover,  follows  on  principle, 
apart  from  the  Settled  Land  Acts,  at  least  if  the 
executors  were  authorised  to  redeem  the  rent-charge 
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and  no  special  direction  was  given  by  the  will  as  to 
the  incidence  of  the  cost  of  redemption. 
Yours  faithfully, 
January  16/A  1907.  A.  D.  TYSSEN, 

Barrister-at-Law. 


Wanted,  a  Desi^ation  for  Accountants. 

IT§  the  Editor  of  The  Accountant.) 
Sir, — May  I  offer  you  my  thanks  for  your  kindness 
in  inserting  in  your  journal  my  letter  signed  "  Pro- 
Registration,"  and  also  for  your  remarks  in  the  Notes 
columns  of  this  week*s  issue,  the  appositeness  of  which 
I  willingly  acknowledge. 

I  regret  my  inability  at  the  present  time  to  suggest  a 
suitable  alternative  to  the  word  **  Accountant "  as  a 
descriptive  title  of  the  business  of  the  profession,  but, 
as  you  remark,  the  term  at  present  in  use  most 
inadequately  defines  the  multifarious  duties  which  a 
professional  accountant  is  called  upon  to  undertake, 
and  in  the  case  of  some  specialists  it  verges  upon  a 
misnomer.  If  any  of  your  correspondents  could 
suggest  a  suitable  designation  it  would,  I  feel  sure,  be 
gratefdlly  received  by  a  majority  of  the  profession,  who 
cannot  but  regret  the  opprobrium  of  being  classed 
(both  by  an  undisceming  public  and  the  older  profes- 
sions)   with   the   racing   fraternity,    debt    collectors, 

inquiry  agents,  &c. 

Yours  faithfully, 

January  iqth  1907.  WILLIAM  SAUNDERS. 

[We  hope  no  one  will  publish  a  suitable  name  at  this 
stage:  if  a  good  alternative  designation  were  made 
known  now,  depend  upon  it  it  would  be  appropriated 
before  the  week  was  out  by  a  score  of  "  undesirables  " 
who  would  plead  ''prior  user"  as  a  ground  for  opposing 
the  restriction  of  the  term  to  bond  fide  practitioners. — 
Ed.  Acctl\ 

Sacceasion  Duty.— Capital  or  Income? 

(Ztf  tiu  Editor  of  The  Accountant.) 
Sir, — Your  correspondent  **  H.  R."  asks  whether  the 
snccessioo  duty  payable  by  a  tenant-for-Iife  should  be 
charged  against  capital  or  income.  There  is  no  doubt 
that  it  should  be  charged  against  income.  Your  corre- 
spondent does  not  state  whether  the  property  is  real 
or  personal  estate,  but  the  result  is  practically  the 
same,  although  they  are  dealt  with  by  different  sections 
of  the  Acts  of  Parliament  (36  Geo.  3,  c.  52,  s.  12, 
incorporated  by  16  &  17  Vict.  c.  51,  s.  32,  and  ss.  21 
and  30  of  the  last-mentioned  Act).  In  each  case  the 
duty  may  be  paid  by  instalments,  and  this  is  usually 
done.    I  gather  that  the  power  of  appointment  men- 


tioned by  "  H.  R."  was  a  limited  power,  such  as  a 

power  to  appoint  among  children.    If  it  was  a  general 

power,  A.  would  be  absolute  owner  and  the  case  would 

be  different.    The  42nd  Section  of  the  Succession  Duty 

Act   (16   &  17  Vict.  c.    51),  above   cited,  makes  the 

succession  duty  a  charge  on  the  interest  of  the  successor 

in  both  real  and  personal  property,  and  a  debt  due 

from  him  to  the  Crown. 

Yours  faithfully, 

2i5t  January  1907.  A.  D.  T. 

Departmental  Accounts. 

(To  the  Editor  of  The  Accountant.) 

Sir, — I  am  very  much  obliged  for  the  leading  article 
on  Departmental  Accounts  appearing  in  your  issue  of 
19th  inst.,  and  have  to  thank  you  for  the  offer  of  further 
assistance,  which  I  gladly  avail  myself  of. 

I  certainly  agree  with  you  that  both  systems  of 
apportionment  mentioned  in  my  first  letter  give 
unfair  results,  and  that  is  my  reason  for  appealing  to 
you  for  your  valuable  opinion  and  assistance. 

The  concern  in  question  is  engaged  in  the  linen  and 
handkerchief  business,  buying  their  goods  from  manu- 
facturers, making  up  same  for  and  selling  to  retail 
drapers,  and  the  business  is  conducted  under  six  depart- 
ments— A,  B,  C,  D,  E,  and  F.  Each  department's 
Trading  Account  is  made  up  of  two  sections — the  first 
showing  the  gross  profit  and  the  percentage  thereof  to 
the  sales ;  the  second  showing  all  the  selling  and  dis- 
tributing expenses  and  the  net  profit,  with  their  relative 
percentages  to  sales. 

The  expenses  may  be  classed  under  three  headings, 
viz. : — 

(i)  Direct  or  specific  expenses  incurred  by  each 
department,  which  includes  all  salaries  except 
those  of  the  counting-house. 

(2)  Indirect  expenses  apportioned  on  a  fairly 
accurate  and  just  basis. 

(3)  Indirect  expenses  apportioned  pro  ratd  on  sales, 
which  does  not  give  just  results  as  between  the 
departments. 

The  expenses  under  No.  i  may  be  left  out  of  this 
correspondence. 

Those  under  No.  2  are  as  follow : — 

Rent^  Rates,  and  Taxes  of  Head  Office,  which  are 
charged  in  proportion  to  the  floor  space  occupied  by 
each  department. 

Discounts,  which  are  charged  pro  ratd  on  sales ;  the 
terms  are  very  similar  in  all  departments.  Any  special 
allowances  are  charged  to  the  departments  allowing 
same. 
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Interest f  which  is  charged  at  5  per  cent,  per  anoum  to 
each  department  on  the  average  stock  carried,  and 
which  average  is  arrived  at  by  taking  the  average 
between  the  opening  and  closing  stocks. 

Bad  Debts,  which  are  charged  to  the  departments 
making  same. 

The  expenses  under  No.  3  are  as  follow : — 

Packing  Expenses,  The  goods  in  A,  B,  C,  and  D 
departments  are  all  heavy  and  small  in  volume  to  the 
money  value,  as  compared  with  £  and  F  departments, 
which  are  bulky  and  light. 

Travelling  Expenses,  which  are  the  commissions 
earned  by  salesmen  on  the  net  cash  received  in  each 
year,  not  on  the  sales. 

Counting -House  Expenses.  With  regard  to  the  money 
values  of  sales,  there  would  be  many  and  varied  differ- 
ences between  the  transactions ;  for  instance,  for  one 
transaction  for  any  given  amount  in  A  department 
there  might  be  the  same  proportion  for  B,  but  C  and  D 
would  take  five  or  six  transactions,  and  £  and  F  might 
have  a  dozen  to  make  up  a  like  sum. 

Branch  Office  Expenses,  which  include  carriage,  porter- 
age, stationery,  miscellaneous  expenses,  salaries,  and 
rent  and  taxes,  and  have  hitherto  been  apportioned 
pro  ratd  to  the  sales  of  each  department  at  each  branch. 

If  you  think  the  matter  of  sufficient  general  interest 
to  insert  this  letter  in  your  paper  I  shall  esteem  it  as  a 
great  favour,  and  must  apologise  for  trespassing  on 
your  valuable  space  so  much. 

Yours  truly. 


22nd  January  1907. 


D£PARTM£NTAL. 


TCbe  5ndtltute  of  Cbattete5  Hccountantd 
in  £ndlan5  an5  Maled. 


The  following  is  a  list  of  applicants,  admitted  at  the 
Council  meeting  held  on  the  9th  January  1907,  who  com- 
pleted their  membership  before  the  24th  inst. :  — 

Associates  elected  Fellows. 
Campbell,  Henry    (Herman    Lescher,    Stephens    &  Co.), 

6  Clement's  Lane,  Lombard  Street,  E.C. 
Davie,    Herbert    George    Ferguson    (Wilde    &   Ferguson 

Davie),  6if4  Fore  Street,  E.C. 

Davis,  Alfred  Edward  Maidlow  (McAulifie,  Davis  & 
Hope),  Threadneedle  House,  28-31  Bishopsgate  Street 
Within,  E.C. 


Fripp,   Daniel   Steuart    (Evans    &    Fripp),    14   Finsbury 

Circus,  E.C. 
Gilchrist,     John     (Gilchrist    &     Tash),     Midland     Bank 

Chambers,  Exchange  Place,  Middlesbrough. 
Goddard,  Edward  Denman  (Geo.  Wingfield,  Edwards  & 

Goddard),  119  &  120  London  Wall,  E.C. 
Halsall,    Frank   (Ashworth,    Mosley    &    Co.),   45   Spring 

Gardens,  Manchester ;  and  at  Belfast  and  Buiy. 

Jackson,  William  Leach,  May  Buildings,  51  North  John 
Street,  Liverpool. 

Marsh,     Robert     Henry     (Robert     H.     Marsh     &     Co.), 

73   Ethelburga   House,  70  Bishopsgate   Street   Within, 

E.C. 
McAuliffe,    Henry   Thomas    (McAuliffe,   Davis  &  Hope), 

Threadneedle  House,   28-31   Bishopsgate   Street  Within, 

E.C. 
Parkinson,  Arthur  Joha  (Welch  &  Parkinson),  Commerce 

Court,  II  Lord  Street,  I^iverpool. 
Pamaby,  Frederick  Arthur,  46  Gresham  Street,  E.C. 
Shaw,     William     Henry     (Ashworth,     Mosley    &     Co.), 

45   Spring  Gardens,   Manchester;    and   at  Belfast  and 

Bury. 
Short,  Arthur,  21  Waterloo  Street,  Birmingham. 
Tash,  Henry  William  (Gilchrist  &  Tash),  Midland  Bank 

Chambers,  Exchange  Place,  Middlesbrough. 

Admitted  as  a  Fellow. 

Binnie,  Andrew  (Jackson,  Pixley,  Browning,  Husey  & 
Co.),  58  Coleman  Street  E.C. 

Admitted  as  Associates  in  Practice, 
Garratt,  Percy,  60  Chancery  Lane,  W.C. 
Meats,  Thomas  Wheeler,  39  Broad  Street,  Hereford. 
Oakley,  Edward  Woodall  (Oakley  &  Williams),  118  Queen 
Victoria  Street,  E.C. 

Riches,  Frederick  John  (Fred.  W.  Smith  &  Co.),  113  Wool 
Exchange,  24  &  26  Basinghall  Street,  E.C. 

Thornton,  Herbert  John  (Agar,  Bates  &  Co.)  and 
(Theodore  Neal  &  Pitt),  no  Edmund  Street,  Birmingham. 

Watson,  Arnold  (Arnold  Watson  &  Co.),  156  &  160  Corn 
Exchange  Buildings,  Hanging  Ditch,  Manchester. 


petdonaL 


Mr.  W.  S.  Buttar,  C.A.,  Edinburgh,  and  Mr.  H.  C. 
Chibne,  C.A.,  Edinburgh,  have  entered  into  partnership  and 
are  practising  as  Chartered  Accountants  and  Auditors  at  Old 
Safe  Block,  536  Hastings  Street,  Vancouver,  B.C. 
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IReriewd. 


The  Prevention  of  Corruption  Act,  1906. 


By  C.  J.  Haworth,  B.A.,  LL.D.,  Barrister-at-Law. 


Wakefield.  1906 :  Sanderson  &  Clayton,  Publishers. 
Price  IS.  id,,  post  free. 
This  pamphlet  contains  the  text  of  the  Prevention  of 
Corraption  Act,  1906,  which  has  already  appeared  in  these 
columns,  and  some  useful  information  throwing  light  upon 
the  precise  meaning  of  the  various  problems  so  far  as  that 
meaning  can  be  determined  pending  the  decision  of  the 
Court  upon  actual  cases  brought  before  it.  In  particular 
may  be  mentioned  ten  typical  cases  cited,  illustrating  practices 
not  altogether  unknown  in  the  commercial  world  which  it  is 
held  have  now  been  made  criminal. 


Mathieson's  Handboolc  for  investors  for  1907. 


F.  C.  Mathieson  &  Sons,  16  Copthall  Avenue,  E.G. 
Price  2s.  6d.  net. 
The  eighth  annual  edition  of  Mathieson 's  Handbook  for 
Investors  contains  all  the  features  that  have  combined  to 
make  this  annual  of  so  much  value,  amended  down  to  the 
end  of  November  last,  and  thus  brought  up  to  date.  The 
number  of  different  concerns  to  which  the  statistics  relate 
amounts  to  nearly  two  thousand. 


Ttortbern  CbarteteD  Hccountants 
Sttt&ents'  SoctetB^ 


Presidential  Address. 


An  address  delivered  to  the  Northern  Society  by  the 
President.  Mr.  F.  C.  Squance,  F.C.A.,  on  October  loth 
1906. 


It  is  difficult,  almost  impossible,  to  find  a  subject  for  an 
address  of  this  nature  which  is  both  new  and  appropriate. 
So  many  addresses  have  been  given  by  distinguished 
members  of  the  profession,  and  reported  in  the  pages  of 
Tkt  Accotmtamt^  or  in  the  printed  Transactions  of  Students' 
Associations,  that  I  felt  when  I  accepted  the  position  of 
President  of  your  Society,  that  it  would  be  useless  for  me 
to  attempt  to  find  a  subject  which  would  aftord  an  oppor- 
tonity  of  breaking  new  ground. 


You  must  forgive  me,  therefore,  if  I  repeat  to  some  extent 
what  former  Presidents  have  said,  and  said  more  ably  and 
convincingly  than  I  can  say,  but  we  have  this  consolation 
in  common,  that  you  are  a  new  generation  of  accountant 
students;  and  I  do  not  think  that  I  shall  be  casting  any 
reflection  upon  you,  either  collectively  or  individually,  if  I 
assume  that  you  are  not  completely  familiar  with  the  pages 
of  The  Accountant  or  the  reported  Transactions  of  the 
various  Students'  Societies. 

In  many  respects,  and  particularly  in  public  recognition 
and  appreciation,  the  profession  of  accountancy  is  in  its 
infancy  I  think  you  would  fail  to  find  in  any  standard 
dictionary  anything  approaching  a  complete  and  satisfactory 
definition  of  the  term  "  Accountant,"  as  applied  in  the 
sense  that  we  understand  it.  The  dictionary  makers  have 
not  progressed  as  our  profession  has.  Dr.  Johnson's 
Dictionary,  the  most  striking  monument  of  the  learning  and 
industry  of  any  one  man,  was  first  published  in  the  year 
1755,  and  his  definition  is,  "  Accountant.  A  computer — a 
man  skilled  or  employed  in  accounts,*'  and  similarly  he 
defines  "  Accomptant— a  reckoner,  computer."  The  great 
English  Dictionary,  edited  by  Dr.  Murray,  the  first  part  of 
which  was  published  in  1884,  and  which  now,  after  the 
lapse  of  twenty-two  years,  is  only  two-thirds  of  the  way 
through  the  alphabet,  gives  three  definitions : — 

(i)  '*  One  who  renders  or  is  liable  to  render  an  account ; 
one  accountable  or  responsible. 

(2)  "  One   who  counts  or    can    count  or   reckon ;    a 

reckoner,  calculator. 

(3)  "  One  who  professionally  makes  up  or  takes  charge 

of  accounts ;  an  officer  in  a  public  office  who  has 
charge  of  the  accounts." 

Dr.  Johnson's  definition  of  an  Auditor  is,  "A  person 
employed  to  take  an  account  ultimately,'*  and  Dr.  Murray's 
is,  *'  An  official  whose  duty  it  is  to  receive  and  examine 
"  accounts  of  money  in  the  hands  of  others,  who  verifies 
*'  them  by  reference  to  vouchers,  aud  has  power  to  disallow 
••  improper  charges." 

Admirable  as  these  definitions  doubtless  are,  if  the  terms 
are  merely  considered  etymologically  or  historically,  I 
think  you  will  agree  with  me  that  they  fail  to  convey  an 
adequate  and  satisfactory  definition  of  an  accountant  in  the 
technical  and  professional  sense  in  which  we  understand  the 
term.  And  at  the  same  time  I  think  you  will  agree  that 
they  represent  very  fairly  the  conception  of  the  man  in  the 
street  of  the  duties,  functions,  and  responsibilities  of  an 
accountant;  and,  perhaps  over-represent  the  standard  of 
that  still  too  common  blot  upon  20th  century  civilisation, 
the  amateur  auditor  I 

And  although  the  profession  of  accountant,  in  the  wide 
and  comprehensive  sense  in  which  we  understand  it,  is  an 
outcome  of  the  extent  and  complexity  of  modern  trade,  the 
practice  of  accountancy  of  the  dictionary  type  has  a  Ion 


118 


THE    ACCOUNTANT 


January  26,  1907. 


and  interesting  history.  I  have  here  an  extremely  interest- 
ing little  treatise  on  bookkeeping,  which  forms  an  addendum 
to  a  long  and  elaborate  treatise,  entitled,  "  The  Pathway  to 
Knowledge,  containing  the  first  Principles  of  Geometrie  as 
they  may  moste  aptly  be  applied  unto  practise,  bothe  for  use 
of  instrumentes  geometricall  and  astronomical!,  and  also  for 
projection  of  plattes  in  everye  kinde,  and  therefore  much 
necessary  for  all  sortes  of  men." 

The  name  of  the  author  is  Robert  Recorde,  a  not 
inappropriate  surname,  and  he  dedicates  his  volume  in  a 
long  dedication  dated  at  London  the  XXVIII.  daie  of 
Januarie  M.D.LI,  to  the  King's  Majestie  (Edward  VI.). 

The  Bookkeeping  Treatise  is  very  concise,  extending  to 
only  two  and  a- quarter  small  printed  pages,  and  though  not 
altogether  adequate  as  a  text-book  for  the  Institute  examina- 
tions, will,  I  think,  interest  you. 

The  keeping  of  a  marchants  hooke  after  the  Italian 
manner  by  Debitor  and  Creditor^  and  first 
an  instruction  to  leade  you  unto  the  same. 
To  keepe  a  booke  well  it  is  necessarye  that  you  write  in 
a  Jornall  or  daies  booke,  all  what  soever  you  doe  touch- 
ing your  affaires,  and  therein  expresse  how  &  in  what 
manner  you  bargain,  either  for  buying,  selling,  receiving 
paying,  bartering,  or  delivering  wares  whatsoever,  speci- 
fiing  the  day  and  yeare,  when  it  was  done,  with  whome, 
what  goods,  what  price,  howe  much,  what  colour,  waight, 
measure,  howe  many  ells,  yeards,  or  peeces,  what  marke, 
what  number,  &  for  what  time,  the  wares  are  sold,  or  bought, 
also  by  whom  they  are  bought,  sold,  received,  or  sent 
away,  with  what  number  &  markes,  as  you  shall  perceave 
at  larg  in  the  Jornall,  by  divers  and  several!  examples, 
then  you  must  transport  all  Debitors,  Creditors,  and  wares 
whatsoever  into  the  leager  or  lx)oke  of  debts,  leaving 
therein  for  each  man,  an  accoropt  apart,  as  also  of  wares, 
each  several!  kind  of  ware  an  accompt  apart,  that  is  the 
debitors,  or  the  bought  and  received  wares  on  the  left 
side,  and  the  Creditors  or  wares  solde  delivered  or  sent 
away  on  the  right  side,  with  the  day  and  date  when  the 
payments  is  to  bee  made,  and  at  the  end  before  the  placing 
of  your  sommes  of  money,  set  the  numl)er  of  the  folio  of  tbe 
said  leager,  where  the  same  is  again  to  be  found  in  the  said 
lxx)ke,  and  then  write  the  name  of  the  Debitor  or  creditor 
in  your  Register,  with  the  folio  where  the  same  is  to 
found  in  the  leager,  then  in  the  marget  of  the  Jornall  you 
must  marke  the  folio  or  leaves  where  the  same  percels  are 
to  be  found  in  the  leger,  the  hier  figure  for  the  Debitor 
&  the  lower  figure  for  the  Creditor,  and  betwene  them 
both  there  must  be  a  lyne  made  to  part  them  one  from 

the  other  in  this  manner Now  if  it  fall  out,  that 

any  accompt  in  the  leager  be  so  great,  that  you  can  write 
no  more  in  the  same  place,  then  you  must  ballance  the 
same  accompt  up,  that  is  make  it  an  even  accompt  with 
such  a  somme  that  there  may  be  as  much  on  the  one  side 


as  on  the  other,  &  the  same  somme  wherewith  you  have 
so  made  them  even,  or  ballanced  up.  must  you  carrie  unto 
a  newe  accompt,  and  marke  in  your  Register  where  the 
same  standeth,  that  is  in  what  folio  it  is,  and  likewise  if 
you  chaunce  to  write  any  percell  false  in  your  Jornall,  you 
must  not  blot  or  crosse  the  same  out,  but  you  must  write 
a  contrarie  percel  unto  the  same,  that  is  if  it  were  a  debitor, 
make  an  other  percel  of  the  same  as  a  creditor,  &  so  of 
other  percels,  likewise  if  you  chance  to  transport  any 
percell  false  out  of  your  Jornall  into  the  leager,  that  is 
either  a  debitor  for  a  creditor,  or  a  Creditor  for  a  Debitor 
or  any  other  percels  wrong  placed,  you  must  not  crosse 
the  same,  but  you  must  write  the  like  s^me  on  the  other 
side  against  it,  and  doe  as  the  order  of  the  boke  requireth, 
ther  is  likewise  required  a  boke  of  charges,  for  your  trade, 
wherof  you  shal  find  a  forme  set  down  at  the  end  of  my 
leager,  some  likewise  use  a  booke  to  write  therein  the 
postage  of  letters,  also  for  the  copies  of  letters  sent  to 
divers  places.  Now  when  you  have  delt  for  a  certaine 
time,  and  that  your  booke  waxeth  full,  or  that  you  meane 
to  make  a  newe  accompt,  you  must  then  make  a  ballance, 
out  of  the  leger,  which  to  do,  you  must  first  se  that  al  the 
percels  in  your  Jornall  be  transported  into  your  leager, 
then  ad  everie  somme  on  both  sides,  that  is  the  Debitors 
by  themselves,  and  the  Creditors  by  themselves,  and  if 
there  bee  more  found  on  the  one  side  than  on  the  other,  then 
make  the  sommes  on  both  sides  alike,  and  carrie  the  rest 
of  that  accompt  unto  the  ballance,  that  is,  if  you  have 
any  thing  more  on  the  right  side,  in  the  ballance,  the  like 
must  you  doe  with  the  wares,  you  must  add  them  up  on 
both  sides,  and  what  remaineth  unsould  you  shal  carie  it 
likewise  on  the  right  side,  and  set  how  many  tonnes, 
peeces,  or  yeards  &c.,  they  are,  and  rate  them  at  such 
price  as  they  cost  you,  or  as  the  Edition  falleth  out,  and 
carie  the  same  goods  remaining  unto  the  ballance  on  the 
left  side,  then  loke  in  your  leager,  what  you  find  gained 
in  the  accompts  of  wares  sould,  and  make  the  same 
accompts  even  on  both  sides,  carying  the  rest  thereof 
unto  the  account  of  profite  and  losse,  which  having 
done,  and  that  your  whole  leager  is  in  this  manner 
made  even  in  ech  acount,  and  the  remainors  caried 
unto  the  ballance,  then  must  your  ballance  on 
both  sides  bee  even  and  alike  sommes.  if  your 
booke  be  true  kept.  That  seene,  then  bring  al  the 
Debitors  and  Creditors  out  of  the  said  ballance,  in  the 
new  boke  marked  with  the  letter  B  referring  your  selfe  in 
each  part,  unto  the  ballance  of  the  old  boke  marked  with 
the  letter  A,  there  to  find  it  at  larg  (if  nede  be)  that  you 
may  there  see  how  the  debt  groweth,  and  then  whatsoever 
yo  doe  after  the  ballance  made  up,  write  it  in  a  Jornall, 
marked  with  the  letter  B,  and  transport  the  same  percel 
over  into  the  leager  B,  as  ygu  have  done  out  of  the  booke 
marked  letter  A.     Thus  if  with  this  my  labour,  I  may 
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protit  or  pleasure  any  man,  I  shall  thinke  it  well  imployed, 

wherewith  I  end  this  small  treatise,  commending  the  sime 

unto  the  censure  of  all  such  as  are  desirous  to  learne  for 

their  owne  profit  and  Instruction. 

The  rules  here  laid  down  are  explained  by  a  number  of 
specimen  Journal  entries  and  Ledger  Accounts,  which  form 
an  interesting  and  quaint  illustration  of  a  long  bygone  day, 
'^— 

The  first  Journal  entry  is: 

"  Cash  is  debitor  unto  Stock  2,000  pound,  and  is  for  so 
much  remaining  in  chest  at  this  present.  God  sending 
fortune  to  deal  with  it."  Then  follow  examples  of  selling  (or 
ready  money,  of  selling  for  time.  To  prolong  a  debt  upon 
interest.  To  deliver  money  upon  hazard.  To  ship  goods  to 
send  beyond  seas.  When  you  cause  any  goods  to  be  assured , 
and  so  on. 

I  do  not  find  any  reference  to  the  duties  of  trustees, 
liquidators,  and  receivers,  but  there  appears  to  have  been 
work  for  them,  judging  by  the  following  entry  : 

"  Pro0it  and  Losse  is  debitor  unto  Nicholas  de  Reo  100/ 

for  so  mach  given  htm  when  he  brake." 

But  however  interesting  these  records  of  good  Master 
Recorde  may  be.  I  must  pass  from  the  simplicity  of  the  i6th 
century  to  the  complexity  of  the  20th  ;  from  the  accountant 
who  was  merely  "  a  man  skilled  or  employed  on  accounts,'' 
to  the  professional  man  of  to-day.  whose  duties  and  responsi- 
bilities are  so  wide  as  to  suggest 

'*  A  man  so  various  that  he  seems  to  be. 
Not  one,  but  every  man's  epitome." 

It  is  almost  a  commonplace  to  say  that  the  public  estima- 
tion of  any  profession  is  largely  dependent  upon  the  character 
and  attainments  of  the  members  of  the  profession,  and  I 
propose,  therefore,  to-night  to  speak  to  you  in  somewhat 
general  terms  upon  the  moral  and  mental  equipment  of  a 
successful  accountant,  distinguishing  him  from  the  narrow 
and  limited  conception  of  the  dictionary  definition. 

The  regulations  of  the  Institute  necessarily  and  most 
wisely  provide  for  a  fairly  long  probationary  term. 

Those  of  you  who  are  just  entering  upon  the  five  years  of 
service  under  articles,  may  possibly  think  that  this  period, 
if  diligently  employed,  will  enable  you  to  obtain  a  complete 
grasp  of  the  principles  of  your  profession.  On  the  other 
hand,  those  of  you  who  have  nearly  completed  the  term  may 
be  realising  how  much  there  is  yet  to  be  acquired,  and  that, 
as  you  progress,  the  bounds  of  knowledge  and  experience 
become  wider  and  wider.  "  The  point  that  was  out  of  sight 
'*  yesterday  is  become  the  starting  point  to-day.  and  that 
"which  is  the  goal  to-day  will  be  the  starting  point 
"  to-morrow  '*  is  true  of  our  profession  as  of  all  learning  and 
progress. 

Some  of  you  may  regard  the  Intermediate  and  Final 
Examinations  as  necessary  evils,  to  be  faced  in  the  fatalistic 
spirit  of  the  proverb  "  What  cannot  be  cured   must  be 


endured."  You  may  look  upon  them  merely  as  tests  of 
knowledge,  more  or  less  willingly  acquired  by  the  study  of 
uninteresting  books,  or  of  experience  obtained  in  the  daily, 
and  often  monotonous,  routine  of  office  work.  And  looking 
upon  the  examinations  in  this  light,  you  may  feel  it  to  be 
your  duty  to  acquire  sufficient  knowledge  to  enable  you  to 
satisfy  the  examiners,  and  for  ever  after  to  look  back  upon 
them  with  the  complacency  of  the  young  lady  who,  having 
painfully  and  laboriously  read  through  "Paradise  Lost," 
remarked  at  the  conclusion  of  her  task,  "  Thank  heaven,  that 
is  finished  for  life  ! ' ' 

But  what  I  want  youtoremember  is,  that  the  examinations 
are  intended  to  be,  in  the  middle  and  at  the  end  of  your 
articles,  not  only  tests  of  knowledge,  but,  what  is  of  equal  if 
not  greater  importance,  tests  of  those  business  qualifications, 
orderliness  in  method,  quickness  and  soundness  of  apprehen- 
sion, clearness  and  conciseness  of  expression,  and  common 
sense,  without  which  knowledge,  however  full,  will  prove  of 
little  practical  value. 

And  therefore  I  wish  to  impress  upon  you  the  immense 
importance  and  value  of  really  sound  and  honest  work,  in 
the  acquisition  both  of  practical  and  theoretical  knowledge. 
I  am  afraid  that  there  are  too  many  stepping-stones  and 
short-cuts  nowadays.  When  I  was  preparing  for  my  Final 
Examination  I  had  not  the  temptations  that  beset  an  articled 
clerk  to-day.  I  can  see  in  my  mind's  eye  the  formidable 
row  of  portly  volumes  then  recommended  by  the  fostering 
care  of  the  parent  institute,  such  as  Williams  on  the  Law 
of  Executors  and  Administrators.  Lindley  on  Partner- 
ship, Buckley  on  the  Companies  Acts,  and  Smith's 
Mercantile  Law — six  volumes  of  great  cubic  capacity, 
and  weighty  alike  in  learning  and  pounds  avoirdupois. 
From  these  I  had  to  make  my  own  notes ;  yet  painful  and 
prolonged  as  the  study  was,  I  have  never  regretted  the 
Draconian  law  which  imposed  it  upon  me.  And,  as  I 
presume  it  is  the  duty  of  a  President  to  give  good  advice,  I 
advise  you  in  preparing  for  your  examinations  to  begin 
your  work  in  good  time,  reading  carefully  and  independently 
the  text-books  recommended,  and  making  your  own  notes  ; 
then  having  done  this,  if  you  like,  but  not  till  then,  avail 
yourselves  of  the  epitomes,  and  aids,  and  synopses,  so 
plentifully  provided  by  the  experience  and  ingenuity  of 
gentlemen  whose  business  in  life  is  to  anticipate  the 
questions  of  examiners,  or  to  help  lame  dogs  over  stiles.  I 
do  not  wish  to  depreciate  the  value  of  books  of  the  class  I 
am  referring  to.  What  I  do  want  to  urge,  and  urge  most 
emphatically,  is  that  they  should  be  properly  regarded,  not 
as  substitutes  for  honest  work,  but  as  supplemental  and 
corrective,  and  for  purposes  of  comparison. 

I  am  no  prophet,  but  I  am  certain  that  in  after  life  you 
will  never  regret  it  if  you  act  on  this  advice.  Honest  work 
at  text-books,  however  dry,  will  bring  manifold  reward,  not 
only  in  a  firmer  grasp  and  better  assimilation  of  knowledge. 
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but  in  the  facility  in  handling  books  of  reference,  and  in  the 
ability  to  readily  distinguish  essential  facts  and  principles. 
As  Dr.  Johnson  has  said,  '•  Knowledge  is  of  two  kinds.  We 
*'  know  a  subject  ourselves,  or  we  know  where  we  can  find 
"  information  upon  it."  And  that  second  kind  of  knowledge 
is  what  "  cramming  "  will  never  give,  and  it  is  moreover  a 
knowledge  which,  in  the  actual  practice  of  your  profession, 
will  be  of  immense  value. 

And  in  attaining  practical  knowledge  during  the  service  of 
your  articles  there  is  the  utmost  need  for  honest  and 
intelligent  work.  The  man  who  has  gone  through  his  five 
years'  service,  faithfully  it  may  be,  but  perfunctorily,  may  be 
at  the  end  not  much  more  than  a  ticking  or  copying  machine : 
but  the  man  who  sets  out  with  a  determination,  not  only  to 
discharge  his  duties  faithfully,  but  to  take  every  possible 
opportunity  of  acquiring  knowledge  and  understanding 
principles,  and  who  is  never  afraid  of  asking  intelligent 
questions,  should  find  himself  at  the  end  of  his  term  a  fit 
and  proper  person  to  enter  upon  the  responsibilities  that 
devolve  upon  a  managing  clerk  or  a  practising  accountant. 

And  may  I  say,  on  the  subject  of  asking  questions,  that  the 
familiar  formula  of  **  Let  it  be  granted  "  finds  a  very  small 
place  in '  the  vocabulary  of  a  Chartered  Accountant,  and 
that  therefore  the  student  who  in  receiving  instructions  as 
to  his  work  is  afraid  to  ask  questions,  if  need  be,  is  injuring 
both  himself  and  his  principal.  We  principals  are  very 
human,  and  are  perhaps  somewhat  inclined  to  assume  that 
facts  or  reasons  which  are  perfectly  familiar  to  us  are  equally 
well  known  to  our  subordinates. 

And  now,  having  given  you  such  advice  as  I  can  with 
reference  to  your  work  during  the  service  of  your  articles. 
I  propose  to  speak  about  some  of  those  wider  considerations 
affecting  the  moral  and  mental  equipment  of  a  successful 
accountant.  I  think  it  is  no  exaggeration  to  say  that  no 
profession  demands  a  wider  knowledge  of  the  conduct  of 
business,  the  varying  details  of  trade,  and  the  principles  of 
finance  than  ours.  A  highly  respected  alderman,  once  a 
familiar  figure  in  the  local  affairs  of  my  native  town,  is 
reported  to  have  said,  when  some  action  of  his  as  chair- 
man of  a  committee  was  attacked,  "Mr.  Mayor,  I  consider 
"that  a  man  in  my  position  should  be  like  Caesar's  wife, 
"all  things  to  all  men  !"  And  in  one  sense  we  accoun- 
tants have  to  occupy  this  position  :  I  mean,  in  dealing  with 
the  accounts  and  affairs  of  varied  industries  we  require  a 
working  knowledge  of  details  and  technicalities  which  will 
enable  us  to  readily  understand  the  points  involved. 
Primarily  we  are  concerned  with  accounts,  but  we  must 
remember  that  accounts  are  only  means  to  an  end,  and  that 
although  the  main  principles  vary  little,  the  practical 
application  and  the  variations  of  detail  in  order  to  most 
readily  and  correctly  and  usefully  bring  about  the  desired 
results,  differ  almost  in  every  case. 
•    Our  profession    naturally  demands   some   knowledge   of 


finance,  the  principles  and  laws  relating  to  money  and 
exchange.  You  will,  therefore,  in  your  leisure  hours 
be  glad  to  find  relaxation  in  the  perusal  of  such  light 
literature  as  Adam  Smith's  *'  Wealth  of  Nations,"  Mills, 
or  somebody  else's,  "Political  Economy,"  or  the  Budget 
speeches  of  the  Victorian  Chancellors  of  the  Exchequer ! 
The  questions  of  bimetallism,  of  the  gold  reserve,  and  of 
the  relation  of  taxation  to  commerce,  will  doubtless  engage 
your  attention  in  debates! 

Seriously,  however,  I  commend  to  you  the  study  of  some 
good  book  on  the  money  market.  And  as  you  will  in  all 
probability  have  to  deal  with  Shipping  Accounts,  you  will 
necessarily  require  a  knowledge  of  the  principal  foreign 
currencies.  You  may  look  forward  to  the  time  when,  either 
as  executors  or  trustees,  or  in  advising  executors  or 
trustees,  responsibility  in  connection  with  the  realisation  or 
selection  of  investments  will  devolve  upon  you.  You  will 
therefore  find  it  an  advantage  to  obtain  a  knowledge  and 
watch  the  variations  of  the  various  classes  of  trustee  invest- 
ments, and  of  local  securities  bordering  upon  trustee  invest- 
ments, which  are  often  specifically  authorised  under  wills 
and  settlements  ;  and  also  to  take  an  intelligent — but  not  a 
speculative — interest  in  the  market  prices  of  local  stocks  and 
shares.  It  is  obvious  that  such  knowledge  is  of  great 
importance,  both  in  safeguarding  you  in  the  discharge  of 
the  responsibilities  of  trusteeship  and  executorship,  and  at 
the  same  time  in  enabling  you  with  prudence  and  discretion 
to  realise  to  the  best  advantage  estates  committed  to  your 
charge. 

And  I  must  revert  to  a  question  I  have  already  touched 
upon,  the  advisability  of  obtaining  some  knowledge  of  the 
principles,  the  conduct,  and  the  technical  terms  of  the 
industries,  the  accounts  of  which  you  may  be  called  upon  to 
organise  or  audit.  It  would  be  impossible  in  an  address  of 
this  character  to  speak  in  much  detail  upon  this  point,  and 
I  will  content  myself  with  illustrating  what  I  mean  by  refer- 
ence to  two  or  three  great  local  industries. 

You  have  to  deal,  for  instance,  with  the  accounts  of  a 
colliery,  and  though  you  will  not  find  it  necessary  to  know 
what  I  may  call  the  minor — the  pun  was  unintentional — 
technicalities,  you  would  soon  find  yourself  at  a  great  dis- 
advantage if  you  were  ignorant  altogether  of  the  trade 
customs  and  terms.  A  south  countryman  might  be  excused 
if  the  term  "brasses"  suggested  to  him  something  of  a 
metallic  nature  or  even  if  he  connected  "waling"  with  a 
lamentation  for  dull  trade.  In  an  apportionment  of  wages 
the  distinction  between  a  "baff"  and  a  "  pay  "  Saturday 
might  not  be  very  obvious  to  him,  and  the  magnitude  of  the 
"  drawings  "  might  suggest  prospective  bankruptcy ! 

In  dealing  with  the  adjustment  of  Royalty  Accounts — 
which  in  this  part  of  the  world  are  comparatively  simple 
owing  to  the  long  period  during  which  minerals  have 
been   reserved — ^you  will  find    in  recent    mining    centres. 
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many  complications,  where  acreage  rents  prevail  and 
royalty  owners  are  often  very  numerous.  And  ability  readily 
to  read  and  understand  a  mining  plan  will  be  of  great  service' 
especially  in  dealing  with  vexed  questions  of  barrier  coal,  of 
pillars,  of  irrecoverable  shorts,  and  exchange  areas. 

Or  to  turn  to  another  great  industry,  I  can  remember  an 
estimable  gentlemen  who,  in  vouching  a  Voyage  Account, 
declined  to  certify  it,  because  amongst  the  papers  there  was 
no  receipt  for  light  dues — being  unaware  of  the  regulation 
which  requires  a  vessel  to  carry  the  receipt  amongst  her 
papers. 

I  can  only  touch  upon  other  technicalities  in  connection 
with  shipping  accounts,  such  as  the  varying  methods  of 
insurances,  a  sufficient  knowledge  of  charter-parties,  average 
statements,  and  other  incidental  documents  to  enable  the 
accountant  to  refer  readily  to  points  material  to  the  accounts. 

You  will,  I  think,  find  that  in  all  manufacturing  businesses 
the  question  of  Cost  Accounts  is  becoming  one  of  increasing 
importance.  It  therefore  falls  to  the  lot  of  the  accountant 
to  advise  upon  the  form  of  the  Cost  Accounts,  and  sometimes 
to  design  a  complete  system  ;  suggesting  regulations  for  the 
proper  custody,  issue,  and  return  of  stores  and  materials, 
and  the  manner  in  which  labour  costs  are  to  be  tabulated, 
and  the  basis  upon  which  standing  charges  and  establish- 
ment expenses  are  to  be  dealt  with. 

And  I  would  remark  at  this  point  that  no  system  of  Cost 
Accounts  is  satisfactory,  unless  it  is  closely  related  to  the 
actual  books  of  account,  in  such  a  manner  that  the  costs  are 
periodically  capable  of  verification  by  reference  to  ascertained 
gain  or  loss.  Especially  in  such  work  as  this  is  a  knowledge 
of  the  process  of  manufacture  of  great  use ;  indeed,  it  is 
almost  indispensable,  and  therefore  I  would  urge  upon  you 
the  desirability  of  taking  every  opportunity  of  familiarising 
yourselves  with  any  trade  or  manufacture  that  comes  in 
your  way. 

You  can  imagine  the  disadvantage  at  which  a  man 
ignorant  of  ships  and  shipbuilding  would  find  himself  if 
called  upon  to  advise  upon  a  cost  system  in  a  shipbuilding 
yard.  If,  for  instance,  he  was  uncertain  as  to  the  difiference 
between  a  bilge  keel  and  a  batten  cleat,  or  thought  that  a 
compsmion  ladder  implied  the  idea  of  sociability,  or  that  a 
ceiling  in  a  vessel  resembled  the  ceiling  cf  a  room,  he  would 
scarcely  be  likely  to  impress  storekeepers  and  foremen  and 
managers  with  the  reasonableness  of  his  views. 

Then,  again,  I  need  hardly  remind  you  that  you  will  find 
in  andit  work,  on  the  important  question  of  stocks  and  their 
valoation,  that  some  knowledge  of  the  trade  in  question  is  of 
great  value.  It  is  true  that,  although  the  actual  responsi- 
bility for  the  accuracy  of  stocktaking  returns  and  values  does 
not  rest  upon  the  auditor,  it  is  essential  that  he  should  be 
able  to  form  a  just  opinion  as  to  the  correctness  and  fairness 
of  the  stocks.  This,  as  you  know,  is  often  a  matter  of  great 
difficulty,  especially  when  the  conditions  of  trade  make  it 


necessary  to  hold  a  large  stock  of  manufactured  or  partly- 
manufactured  goods. 

In  some  businesses  the  valuation  of  the  stock  may  be  the 
determining  factor  in  ascertaining  gain  or  loss  ;  and  although 
I  do  not  for  a  moment  suggest  that  an  auditor  must  be  either 
omniscient  or  infallible,  I  want  to  impress  upon  you  that 
something  more  than  a  knowledge  of  accounts  is  required  to 
enable  him  to  discharge  with  reasonable  knowledge,  care, 
and  judgment,  the  onerous  responsibilities  devolving  upon 
him. 

And  now  I  pass  on  to  consider  briefly  some  of  the  moral 
qualifications  in  the  character  of  the  ideal  accountant. 

It  is  said  that  ''Order  is  Heaven's  first  law,"  and  I  am 
inclined  to  think  that  the  same  may  be  said  of  our  profes- 
sion. If  we  are  to  succeed,  it  is  absolutely  essential  that  we 
should  diligently  cultivate  habits  of  order,  method,  and 
precision.  We  have  to  take  nothing  for  granted  ;  we  have, 
with  a  definite  end  in  view,  patiently  to  investigate,  satisfy- 
ing ourselves  step  by  step  not  only  of  arithmetical  accuracy, 
but  of  soundness  of  principle ;  we  have  to  guard  not  only 
against  sins  of  commission,  but  also  against  sins  of  omission, 
in  order  that  we  may  arrive  at  that  desired  result  which 
will  enable  us  to  say  that  the  result  is  ''full  and  fair," 
sufficiently  disclosing  ascertained  facts  and  stating  them  in 
due  and  just  relation. 

Anything,  therefore,  that  is  unmethodical  or  hap- 
hazard is  a  source  of  danger,  and  anything  of  the  nature  of 
"slackness"  is  anathema.  Those  of  you  who  are  just 
entering  upon  the  profession  may  be  inclined  to  think  that 
there  is  a  certain  amount  of  needless  drudgery,  and  that 
"  Let  it  be  granted  "  would  be  a  speedy  and  safe  substitute 
for  Q.E.D.  in  testing  additions  or  proving  the  accuracy  of 
Ledger  postings,  but  you  will  find  afterwards  that  these 
laborious  and  painful  and  often  uninteresting  processes  are 
the  surest  stepping-stones  to  those  habits  of  orderliness  and 
precision  which  are  essential. 

But  an  accountant  is  more  than  a  man  of  figures  and  facts 
— his  practice  will  bring  him  into  constant  and  close  relation- 
ship with  other  men  as  clients,  officials,  or  subordinates, 
and  therefore  a  knowledge  of  men  is  of  great  importance. 
We  have  constantly  to  form  independent  judgments  not  only 
on  questions  of  capacity  but  of  character.  In  the  adminis- 
tration of  an  office,  in  the  conduct  of  an  audit,  in  investiga- 
tions of  various  sorts,  and  in  our  relations  with  the  Surveyor 
of  Taxes  and  the  Official  Receiver,  a  knowledge  of  men  and 
a  ready  judgment  of  temperament  is  a  valuable  asset  to  a 
practising  accountant. 

And  the  cultivation  of  orderliness  in  thought,  in  methods 
of  work,  and  in  speech,  together  with  the  study  of  men, 
following  upon  thoroughness  in  every  detail  of  daily  work, 
will  lead  to  that  admirable  quality  of  self-reliance,  which  will 
deliver  you  from  the  foolishness  of  over-bashlulnesson  the  one 
hand,  and  the  much  greater  foolishness  of  over-confidence 
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on  the  other.  And  this  quality  of  calm  self-reliance 
is  of  especial  value  in  our  profession.  We  have  not  yet 
reached  a  stage  in  the  history  and  development  of  the  pro- 
fession where  there  is,  as  in  the  law,  an  almost  complete 
body  of  precedent  sacred  and  irrevocable  as  the  law  of  the 
Medes  and  Persians,  nor  can  we  have  recourse,  in  the 
solution  of  difficult  and  involved  problems,  to  that  happy 
haven  of  the  puzzled  or  timorous  lawyer,  the  opinion  of  one 
of  His  Majesty's  Counsel  learned  in  the  law  ! 

And  you  will  find  in  dealing  with  the  business  men,  with 
whom  your  professional  life  will  bring  you  into  constant 
intercourse,  that  this  quality  of  self-reliance  will  be  of  great 
service.  The  conditions  of  business  and  trade  call  for 
frequent  and  rapid  decision,  for  the  exercise  of  judgment  in 
sudden  emergencies,  and  consequently  business  men  look 
for  the  same  self-reliance  in  their  advisers  that  they  them- 
selves have  to  exercise  in  their  daily  work. 

I  have  spoken  of  the  cultivation  of  orderliness  in  methods 
of  work,  and  I  want  also  to  impress  upon  you  the  advantage 
of  clearness  and  conciseness  of  expression  in  speaking  and 
writing.  The  days  of  oratory  are  over,  and  mere  fluency  of 
speech  is  regarded  with  impatience  and  even  disgust.  But 
the  accountant  who  is  a  sufficiently  practised  speaker  to  be 
able  with  clearness,  force,  and  brevity,  at  a  shareholders'  or 
directors'  meeting,  or  at  a  meeting  of  creditors,  or  at  a  con- 
sultation, to  explain  his  views,  enforce  his  arguments,  and 
formulate  his  schemes,  is  manifestly  at  an  advantage,  as 
compared  with  his  brother  practitioner  who  either  on  the 
one  hand  is  confused  and  halting  in  speech,  or  on  the  other 
bewilders  his  hearers  in  a  maze  of  dififuse  argument  or 
explanation.  And  equally  in  writing  is  this  habit  of  clear- 
ness and  conciseness  valuable.  Looseness  and  ambiguity  of 
expression  in  a  business  report,  or  even  a  letter,  often  leads 
to  trouble,  uncertainty,  and  confusion  ;  and  we  have  not  the 
consolation  or  excuse  of  the  Parliamentary  draughtsman,  of 
whom  it  is  sometimes  said  that  he  creates  difficulties  in 
order  to  provide  work  for  his  professional  brethren  in  solving 
them! 

And,  lastly,  I  urge  upon  you  the  cultivation  of  quickness  in 
thought  and  work.  You  may  frequently  be  called  upon  at 
short  notice,  and  under  great  pressure,  to  get  out  a  state- 
ment of  affairs,  to  report  upon  intricate  questions  of 
account,  to  give  an  opinion  upon  financial  or  other  schemes, 
and  it  is  then  you  find  the  advantage  of  rapidity,  concen- 
tration, and  despatch.  '*  He  who  hesitates  is  lost  *'  in  many 
of  the  sudden  emergencies  of  business  life,  but  he  who,  in 
the  endeavour  under  sudden  strain  to  think  and  work 
rapidly,  allows  himself  to  become  hurried  and  flurried  and 
bustled,  is  not  only  lost,  but  dammed  altogether. 

On  the  whole  question  of  the  mental  and  moral  equipment 
of  a  man  of  business  I  cannot  do  better  than  recommend 
to  you  a  little  volume  of  Essays  by  Sir  Arthur  Helps,  at  one 
time  Secretary  to  the  Privy  Council.    Sir  Arthur  Helps  was 


a  rare  combination  of  scholar,  man  of  letters,  man  of 
affairs,  and,  in  the  best  sense  of  the  term,  man  of  the 
world,  and  he  has  left  in  this  little  volume  of '*  Essays  in 
the  Intervals  of  Business,"  a  store  of  practical  wisdom,  of 
which  the  opening  sentences  are : — 

**  Practical  wisdom  acts  in  the  mind,  as  gravitation 
does  in  the  material  world,  keeping  things  in  their 
places,  and  maintaining  a  mutual  dependence  amongst 
the  various  parts  of  our  system.  It  is  for  ever  reminding 
us  where  we  are,  and  what  we  can  do,  not  in  fancy 
but  in  real  Hie.  It  does  not  permit  us  to  wait  for  dainty 
duties  pleasant  to  the  imagination  :  but  insists  upon  our 
doing  those  which  are  before  us.  It  is  always  inclined 
to  make  much  of  what  it  possesses ;  and  is  not  given 
to  ponder  over  those  schemes  which  might  have  been 
carried  on  if  what  is  irrevocable  had  been  other  than 
what  it  is.  It  does  not  suffer  us  to  waste  our  energies 
in  regret.  In  journeying  with  it  we  go  towards  the 
sun,  and  the  shadow  of  our  burden  falls  behind  us. 

' '  In  bringing  anything  to  completion  the  means  which 
it  looks  for  are  not  the  shortest,  nor  the  neatest,  nor  the 
best  that  can  be  imagnied.  They  have  however  this 
advantage,  that  they  happen  to  be  within  reach." 


Hccountancs  an&  politics^ 


The  Case  of  Mr.  Pirn. 


The  following  is  the  correspondence  referred  to  in  our 
leader  on  this  matter: — 

To  the  Editor. 

Sir, — I  beg  to  hand  you  the  enclosed  correspondence  for 
publication. — ^I  am,  &c.. 


Johannesburg,  December  14. 


Howard  Pim. 


96  and  98  Exploration  Buildings, 
Johannesburg. 

2nd  March  1904. 
Dear  Sir, — I  received  yesterday  a  letter  from  the  Sec- 
retary of  the  Chamber  of  Mines  informing  me  that  I  have 
not  been  re-elected  as  one  of  the  auditors  of  the  Chamber, 
a  position  I  have  held  for  the  last  eight  or  nine  years. 

Under  these  circumstances  I  think  I  am  entitled  to  ask 
for  the  reasons  which  led  the  Executive  to  make  this 
change,  for  I  presume  their  action  is  not  intended  as  any 
slur  upon  my  professional  reputatioa,  or  as  conveying  a 
want  of  confidence  as  to  the  manner  in  which  I  have  safe- 
guarded my  clients'  interests  entrusted  to  my  charge. — I 

am,  &c., 

(Sgd.)       Howard  Pim. 
Harold  F.  Strange,  Esq., 

President,  Transvaal  Chamber  of  Mines. 
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Transvaal  Chamber  of  Mines, 
Johannesburg. 

March  4th  1904. 
Dear  Sir, — I  beg  to  acknowledge  the  receipt  of  your 
letter  of  the  and  instant,  and  in  reply  to  say  that  under  the 
constitution  of  the  Chamber  the  Executive  Committee 
elects  auditors,  and  the  recent  election  referred  to  by  you 
was  made  in  this  manner. 

The  choice  of  the  Committee  fell  on  Messrs.  Andexsson 
and  Douglas,  and  I  cannot  see  that  any  explanation  as  to 
the  election  is  called  for,  as  you  are  certainly  right  in 
thinking  that  it  did  not  imply  any  slur  on  your  profes- 
sional reputation. — I  am,  &c., 

(Sgd.)       Harold  F.  Strange, 
President. 
Howard  Pirn,  Esq., 

Johannesburg. 


96  and  98  Exploration  Buildings, 
Johannesburg. 

28th  March  1904. 

Dear  Sir, — The  action  of  the  Rand  Mines  in  not  re- 
electing  me  as  one  of  their  auditors  surprises  me  greatly, 
both  on  general  grounds  and  because  Mr.  Hull  told  mc 
some  weeks  ago  the  view  you  personally  took  of  my 
position,  a  view  which  seems  to  conflict  with  this  action  of 
the  Rand  Mines. 

I  take  a  keen  interest  in  this  place  and  country,  and  if 
the  opinions  I  have  formed  and  expressed  on  some  public 
questions  axe  unpopular  they  have  not  been  arrived  at 
without  the  most  careful  consideration  it  is  in  my  power 
to  give. 

My  duties  as  auditor  are  strictly  confined  to  verifying 
the  correctness  of  statements  of  accounts,  the  result  of 
policies  in  which  I  have  no  say  whatever.  As  an  auditor 
1  have  no  politics,  and  the  value  of  my  certificate  depends 
upon  the  absolute  independence  of  the  scrutiny  to  which 
I  subject  all  accounts  submitted  for  my  examination. 

I  am  also  writing  Mr.  Reyersbach,  who  was  the  chairman 
of  the  meeting. — Faithfully  yours, 

(Sgd.)       Howard  Pim. 
Julius  Wernher,  Esq. 


London  Wall  Buildings, 
London, 

29th  April  1904. 
Howard  Pim,  Esq.,  Johannesburg. 

Dear  Mr.  Pim, — In  reply  to  yours  of  March  28th,  I  much 
regret,  on  personal  grounds,  that  you  have  not  retained 
your  position  with  the  Rand  Mines.  I  am  sure  nobody 
could  do  the  work    required    more    ably  or  more  con- 


scientiously, and  the  separation  is  in  no  way  a  reflection 
on  your  work. 

You  have,  however,  at  a  most  critical  period  opposed 
what  the  company  considers  their  vital  interest,  and  can 
hardly  be  surprised  at  the  step  taken. 

I  know  perfectly  well  that  you  acted  from  the  highest 
motives  in  this  Chinese  question,  but  so  does  the  othar 
side.  With  these  opposing  and  apparently  irreconcilable 
views  there  was  no  other  solution  possible,  although  it  has 
not  been  carried  out  logically. 

The  conversation  with  Mr.   Hull  is  quite  fresh  in  my 

memory,  and  I  have    written    him    on    the  subject.     My 

opinion  was  then,  and   is  now,   that  no  concern   could 

retain  in  its  employ,  and  in  its  pay,  people  opposing  its 

most  important  interests,  preventing  the  proprietors  from 

getting  in  an  honourable  way,  and  without  injuring  the 

general  welfare,  the  best  results  from  their  enterprise. — 

Yours  faithfully, 

(Sgd.)       J.  Wernher. 

96  and  98  Exploration  Buildings, 
Johannesburg. 

23rd  May  1904. 

Dear  Mr.  Wernher, — I  am  much  obliged  for  your  letter 
of  the  29th  April,  but  must  differ  from  the  view  therein 
stated  that  as  auditor  I  was  in  the  employ  and  in  the  pay 
of  the  Rand  Mines,  Lim. 

In  no  possible  sense  have  I  been  in  their  employ,  and 
the  fees  I  received  as  auditor  were  paid  me  not  for  services 
rendered  to  the  company  (although  I  am  glad  to  know  that 
incidentally  I  have  been  of  assistance),  but  for  my  certifi- 
cate that  the  business  of  the  company  has  been  conducted 
within  the  boundaries  laid  down  in  the  trust  deed  and  that 
the  statements  of  account  laid  before  the  general  meetings 
were  correct. 

If  in  any  sense  these  duties  of  an  auditor  are  services, 
they  are  so,  not  merely  to  the  company,  but  to  all  persons 
who  consult  these  statements  of  account  before  deciding 
whether  they  will  become  shareholders  or  vary  their 
present  holdings. 

Your  letter  and  the  company's  action  raise  the  broadest 
questions  not  only  of  professional  standing,  but  also  ol 
freedom  of  speech.  The  latter  cannot  be  discussed  in  a 
letter,  but  I  should  like  it  clearly  understood  that  in 
accepting  the  duties  of  an  auditor  I  do  not  surrender  ray 
rights  as  a  citizen. 

With  regard  to  the  former  point,  may  I  state  that  by  dis- 
missing me  on  political  and  not  on  professional  grounds, 
you  hold  out  all  other  accountants  here  who  are  auditois 
of  your  companies  as  retaining  their  appointments  on  the 
condition  that  at  least  they  do  not  oppose  your  policy  on 
matters  affecting  the  government  of  the  country.  This 
cannot  but  react  upon  their  professional  standing  and 
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reputation  for  independence,  by  injuring  which  you  must 
at  the  same  time  lessen  public  confidence  in  the  published 
statements  they  confirm. — Faithfully  yours, 

(Sgd.)       Howard  Pim. 
Julius  Wernher,  Esq. 

96  and  98  Exploration  Buildings, 
Johannesburg. 

December  12  1906. 
Messrs.  H.  Eckstein  &  Co.,  Johannesburg. 

Dear  Sirs, — I  now  beg  to  write  to  you  with  reference  to 
my  interview  yesterday  with  Sir  Percy  FitzPatrick,  Mr. 
Schimiacher,  and  Mr.  Evans,  and  the  subsequent  tele- 
phone message  from  Sir  Percy. 

At  this  interview  I  was  informed  that,  though  you  had  a 
high  opinion  of  my  professional  character  and  of  the 
manner  in  which  I  had  carried  out  my  duties  as  auditor 
of  certain  companies  controlled  by  your  firm,  yet  in  view 
of  the  fact  that  I  had  joined  the  Transvaal  National  Asso- 
ciation and  had  agreed  to  stand  at  the  forthcoming  Par- 
liamentary elections  as  their  candidate  for  the  Parktown 
Division,  it  was  in  your  opinion  not  possible  to  re-elect 
me  as  auditor  of  the  companies  you  control. 

You  also  stated  that  you  were  acting  in  this  manner 
owing  to  pressure  having  been  brought  to  bear  upon  you 
by  shareholders  who  consider  that  my  being  a  working 
member  of  a  political  party  whose  views  are  in  some 
respects  opposed  to  theirs  is  to  their  detriment. 

I  must  express  my  regret  that  this  attitude  should  have 
been  taken  up,  for  it  appears  to  me  both  unworthy  and 
inconsistent.  So  far  as  I  am  concerned  I  have  not  con- 
sidered the  political  opinions  of  my  clients  as  having  any 
bearing  upon  my  professional  work,  and  I  see  no  reason 
why  my  clients  should  take  up  a  different  position. 

I  may  perhaps  remind  you  that  the  Progressive  Associa- 
tion put  forward  Mr.  Douglas  to  stand  against  me  in 
Parktown,  and  I  believe  that  at  least  one  other  member 
of  my  profession,  also  an  auditor  to  your  companies, 
serves  upon  its  Executive.  Clearly,  therefore,  my  offence 
is  not  that  I  should  have  political  opinions,  or  express 
them,  or  stand  for  Parliament,  or  take  part  in  a  political 
organisation,  buit  that  these  opinions,  formed  in  all 
honesty  and  after  full  consideration,  should  differ  from 
yours. 

The  professional  position  I  take  up  is  clearly  stated  in 
my  letters  to  Mr.  Wernher,  dated  the  28th  of  March  and 
23rd  of  May  1904,  and  these  letters  I  now  confirm,  repeat- 
ing my  expression  of  regret  at  the  wholly  undeserved  slur 
your  action  casts  upon  the  independence  of  other  members 
of  my  profession  in  this  Colony. 

To  Sir  Percy's  suggestion  that  in  view  of  the  short 
notice  you  have  given  me  a  final  decision  might  be  post- 
poned, I  am  unable  to  agree,  and,  if  the  course  you  have 


indicated  be  followed,  I  am  entitled  to  ask  that  in  such 

case  the  chairman  will  make  quite  clear  that  the  change  is 

only  made  because  I  have  expressed  opinions  on  public 

matters  which  do  not  happen  to  coincide  with  yours,  and 

I  shall  also  be  obliged  if  he  will  state  that  I  have  always 

given  the  most  scrupulous  attention  to  all  work  entrusted 

to  me  by  yourselves  and  by  companies  in  which  you  are 

interested. 

To  another  suggestion  that  I  should  not  offer  myself  for 

re-election  it  is  not  possible  to  agree.     To  do  so  would 

place  me  in  quite  a  false  position,  and  would  be  construed 

as  an  admission  that  I  have  acted  in  an  unjustifiable  or 

unprofessional  manner.     The  position  I  claim  to  hold  is 

that  of  an  independent  professional  man  whose  services 

have  been  called  in  for  specific  purposes  and  who  has 

devoted  his  best  brains  and  energy  to  the  work  entrusted 

to  him. — Yours  faithfully, 

(Sgd.)       Howard  Pim. 

P.O.  Box  149,  Johannesburg, 
Transvaal, 

1 2th  December  1906. 
Howard  Pim,  Esq.,  Johannesburg. 

Dear  Sir, — ^We  are  in  receipt  of  your  letter  of  even  date, 
but  cannot  agree  that  it  gives,  either  in  letter  or  the  spirit, 
a  fair  account  of  the  interview  you  had  with  the  members 
of  this  firm  yesterday.  You  are  perfectly  correct  in  stating^ 
that  we  hold  a  high  opinion  of  your  character  and  profes- 
sional capacity,  but  we  disagree  with  the  unqualified  state- 
ment that  it  is  because  you  have  joined  the  Transvaal 
National  Association  and  have  agreed  to  stand  as  a  can- 
didate at  the  forthcoming  Parliamentary  elections  that  we 
associate  ourselves  with  other  shareholders  in  resolving 
not  to  lend  you  further  support.  The  reason  for  this 
decision  is  to  be  found  in  the  fact  that  you  have  attended 
and  spoken  at  political  meetings  recently  at  which  direct 
attacks  have  been  made  upon  the  property  and  interests 
of  shareholders  without  taking  any  steps  to  defend  those 
interests. 

Without  entering  into  a  political  discussion,  it  is  neces- 
sary to  observe  that  the  views  expressed  by  many  members 
of  the  party  with  which  you  have  associated  yourself  are 
by  no  means  identical,  but  at  some  of  the  meetings  which, 
you  have  attended  lines  of  policy  have  been  laid  down, 
which,  if  carried  out,  would  have  a  most  prejudicial  effect 
upon  shareholders  of  investments  in  the  gold  mining 
industry.  It  is  not,  therefore,  merely  a  case  of  divergent 
political  views,  but  of  matters  closely  identified  with  the 
industry. 

You  make  reference  in  your  letter  to  correspondence 
which  took  place  in  1904  between  yourself  and  the  senior 
partner  of  Messrs.  Wernher,  Beit  &  Co.  We  had  hoped 
that  as  a  result  of  that  correspondence  your  relations  with 
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the  coippanies  with  which  we  are  associated  would  not 
again  have  been  imperilled ;  and  since  that  time,  though 
you  have  frequently  given  expression  to  views  with  which 
we  have  not  been  in  agreement,  we  have  never  attempted 
to  interfere  witli  your  independence  of  action.  But  the 
case  becomes  entirely  altered  wben  you  offer  yourself  as  a 
candidate  for  Parliament,  because  views  expressed  by  a 
private  citizen  assume  quite  a  different  significance  in  a 
candidate  for  the  Legislature.  The  mining  industry  in  this 
country  unfortunately  occupies  the  position  which  a  great 
collection  of  industries  of  a  diverse  character  occupy  in 
other  countries,  and  its  affairs  must  obviously  hold  an 
important  place  in  politics.  It  is  apparent,  therefore,  that 
while  in  other  countries  the  political  opinions  of  any  indi- 
vidual are  not  of  vital  importance  to  any  one  industry  they 
become  so  in  the  Transvaal.  The  mining  industry  con- 
siders your  opinions  entirely  and  violently  detrimental  to 
its  business  welfare,  and  it  is  only  natural,  therefore,  that 
it  should  seek  professional  assistance  from  those  who,  if 
they  are  not  in  entire  agreement,  are  at  least  not  in  such 
pronounced  antagonism. 

With  reference  to  the  concluding  paragraph  of  your 
letter,  we  may  say  that  we  only  suggested  that  the  matter 
might  be  allowed  to  stand  over  upon  your  sa3dng  that  the 
question  had  been  raised  at  veiy  short  notice,  but  as  you 
showed  in  your  letter  under  reply  that  you  had  clearly 
made  up  your  mind,  there  was  no  reason  for  deferring 
action,  which  was  accordingly  taken  by  ourselves  in  con- 
junction with  other  shareholders  at  the  meeting  of  the 
Jumpers  Deep  this  morning.  We  do  not  dispute  your  right 
as  an  independent  professional  man  to  hold  or  to  express 
any  opinions,  but  if  those  opinions  strike  at  the  industrial 
welfare  of  this  country,  as  we  believe  they  do,  it  would  be 
wholly  indefensible  for  us  to  take  any  share  in  assisting 
you  to  put  them  into  practice,  acting  as  we  do,  not  only 
for  ourselves,  but  also  in  a  fiduciaiy  capacity  for  a  large 
l)ody  of  shareholders. — We  are,  &c. 

(Sgd.)       H.  Eckstein  &  Co. 


December  14  1906. 

Dear  Sirs, — I  am  receipt  of  your  letter  of  the  12th  inst., 
and  regret  that  you  did  not  consider  my  summary  of  our 
interview  on  Tuesday  last  a  fair  one.  On  the  second  page 
of  your  letter,  after  stating  that  since  1904,  although  I 
have  frequently  given  expression  to  views  with  which  you 
have  not  been  in  agreement,  you  have  never  attempted  to 
mtcrfcre  with  my  independence  of  action,  you  proceed  as 
follows: — "The  case  becomes  entirely  altered  when  you 
^  offer  yourself  as  a  candidate  for  Parliament,  because 
•views  expressed  by  a  private  citizen  assume  quite  a 
*  different  significance  in  a  candidate  for  the  Legislature." 
This,  I  think*  bears  out  the  statement  in  my  letter. 

With  reference  to  the  last  paragraph  of  your  letter,  I 


hope  you  will  understand  that  I  make  no  complainit  at  your 
having  brought  forward  this  matter  at  the  Jumpers  and 
Ferreira  meetings  yesterday.  As  this  matter  is  of  public 
interest  I  now  propose  publishing  the  correspondence 
which  passed  in  1904  between  the  Chamber  of  Mimes,  Mr. 
Wernher,  and  myself,  as  well  as  these  recent  letters  which 
have  passed  between  us. — Yours  faithfully, 

HOWAKD  PiM. 

Messrs.  H.  Eckstein  &  Co., 
Johannesburg. 

To  the  Editor. 

Sir, — ITiough  a  Progressive  organ,  it  is  very  much  to  the 
credit  of  the  Mail  that  it  did  not  lose  its  head  when  most 
requixed  and  refused  to  join  in  -hounding  down  an  honour- 
able man  simply  on  account  of  political  leanings.  It  goes 
a  long  way  to  justify  those  in  England  who  upheld  that 
no  one  on  the  mines  was  free  to  do  anything  contrary  to 
the  views  of  the  owners,  that  they  should  sign  petitions 
and  do  everything  exactly  as  they  were  told. 

How  far  the  position  of  a  Judge  resembles  that  of  an 
accoimtant  it  may  not  be  diflBlcult  to  say.  At  any  rate, 
both  should  be  independent  and  free  from  fear ;  otherwise 
what  good  are  they?  Yet  we  all  can  remember  the  virtuous 
indignation  expressed  against  the  late  President  Kruger 
when  he  dared  lift  a  finger  against  the  then  Chief  Justice 
of  the  Transvaal. 

How  passion  or  self-interest  makes  fools  of  us  all. — I 
am,  &c.,  J.  F. 

Johannesburg, 
December  14. 


To  the  Editor. 

Sir, — It  was  only  to  be  expected  that  a  good  deal  of 
unbusinesslike  sentimentalism  would  be  lavished  upon 
Mr.  Howard  Pim,  in  view  of  the  fact  that  the  shareholders 
of  certain  companies  consider  that  Mr.  Pim's  intimate  asso- 
ciation with  would-be  wreckers  of  the  mining  industry  is 
inconsistent  with  his  occupying  positions  of  trust  in  the 
service  of  the  mining  companies. 

It  was  also,  of  course,  equally  inevitable  that  the  public 
would  be  surfeited  with  the  usual  hysterical  balderdash 
from  certain  weekly  gutter  prints,  which  lay  themselves 
out  to  batten  on  scandal  and  sensationalism. 

Now,  Mr.  Pirn's  professional  integrity  and  efficiency  are 
recognised  and  admitted  on  all  hands,  so  there  is  no  con- 
troversy about  that.  But  the  question  arises :  Has  Mr. 
Pirn's  action,  or  rather  inaction,  been  politically  honest? 
Mr.  Pim  as  auditor  would  have  access  to  all  private  and 
confidential  documents  and  books  of  a  company.  Is  it 
reasonable  or  is  there  any  common  sense  in  expecting 
directors  and  shareholders  to  throw  open  their  business 
to  the  inspection  of  a  man  who  is  almost,  if  not  quite,  a 
fanatical  opponent  of  their  interests? 
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It  certainly  does  seem  most  surprising  that  a  gentleman 
of  Mr.  Pirn's  delicacy  of  feeling  did  not  perceive  the 
desirability  of  handing  in  his  resignation  when  it  became 
f^bvious  that  his  public  action  was  grossly  detrimental  to 
the  interests  of  his  employers — ^the  shareholders.  It  hardly 
seems  dignified,  or  indeed  scarcely  decent,  to  hang  on  and 
draw  fees  in  the  full  knowledge  and  consciousness  that  he 
and  his  friends  were  bent  on  ruining  the  business  of  those 
who  paid  him  the  fees. 

It  is  to  be  feared  that  what  stood  in  the  way  of  the 
straightforward  course  of  resignation  was  the  question  of 
political  expediency.  If  Mr.  Pim  had  adopted  the 
dignified  and  honourable  course  of  resigning  there  would 
naturally  have  been  no  political  capital  for  his  friends  of 
the  Nationalist  Association  to  make  out  of  the  incident. 
There  would  have  been  no  martyrdom  with  which  to 
harrow  the  feelings  of  the  weak-minded,  there  would  have 
been  no  grist  for  the  squalid  political  mill  of  the  National 
Ass.— I  am,  &c.,  L.  J.  Williams. 

Johannesburg, 
December  14. 


Reply  from  Messrs.  Eckstein  &  Co. 
To  the  Editor  of  The  Star. 

Sir, — Mr.  Pim  has  taken  the  step  of  publishing  certain 
correspondence  bearing  on  the  question  of  his  removal 
from  the  auditorship  of  some  of  the  companies  with  which 
we  are  associated.  This  has  been  done,  we  presume, 
because  the  question  is  deemed  to  be  of  public  import- 
ance in  both  business  and  political  connections.  We  accept 
that  view.  One  story  is  good  until  another  is  told ;  and 
as  some  of  the  details  have  been  made  public  we  think  it 
but  right  that  the  whole  case  should  be  stated. 

During  the  past  three  years  many  shareholders  in  the 
companies  for  which  Mr.  Pim  has  been  auditor  have  taken 
the  strongest  exception  to  his  continuance  in  that  position, 
whilst  at  the  same  time  he  vigorously  conducted  a  cam- 
paign against  the  legitimate  interests  of  those  out  of  whose 
business  he  was  in  part  making  his  living.  Their  view  was 
that  their  business  was  legitimately  and  honourably  con- 
ducted with  full  regard  to  and  in  the  real  interests  of  the 
country,  and  it  did  not  seem  fair  to  them  that  he  who  was 
making  his  living  out  of  that  business  should  utilise  his 
business  connection  with  them  to  enable  him  to  more 
effectually  attack  them.  In  reply  we  invariably  representee 
"that  the  principle  of  individual  liberty,  freedom  oi 
"opinion  and  action  in  matters  outside  business  concernf 
"of  the  companies  is  one  of  which  we  all  heartily  approve 
"and  have  always  upheld  in  practice";  and  there  arc 
numberless  instances  which  could  be  quoted  to  show  thai 
this  is  so.  But  then  a  much  more  serious  and  urgent  point 
was  raised  by  shareholders  which  concerned  Mr.  Pim  in 


his  professional  capacity,  and  that  is,  that  on  several 
occasions  Mr.  Pim  has  been  present,  once  as  chairman, 
when  the  grossest  and  most  untruthful  attacks  have  been 
made  upon  "the  management,  the  methods,  the  records, 
accounts  and  returns  of  the  companies."  These  things 
have  been  done  sometimes  in  Mr.  Pirn's  presence,  and 
habitually  by  prominent  members  and  accepted  leaders  of 
a  party  with  which  he  has  openly  associated  himself.  Mr. 
Pim  has  been  in  a  position  to  know  whether  these  charges 
were  true  or  not ;  and  never  in  a  single  instance  has  he 
given  a  contradiction  or  entered  a  word  of  protest ;  and  it 
is  certain  that  some  of  the  public  who  have  no  opportuni- 
ties for  themselves  investigating  these  matters  should 
regard  his  silence  as  a  tacit  endorsement  of  the  charges 
made.  That,  at  least,  was  the  view  of  shareholders ;  that 
it  was  also  the  view  of  others  may  be  gathered  from  the 
enclosed  extract  from  a  letter  published  in  the  Transvaal 
Leader  so  long  ago  as  December  25  1903. 

On  Tuesday  morning,  the  nth  inst.,  emphatic  repre- 
sentations were  again  made  to  us  by  shareholders  uncon- 
nected with  any  of  the  large  groups  here,  and  it  was 
brought  to  our  notice  that  certain  shareholders  intended  to 
raise  the  question  at  the  anaual  meetings  to  be  held  oa 
the  following  day.  It  would  have  been  competent  and 
easy  for  us  to  have  left  it  to  shareholders  to  exercise  their 
right  of  terminating  or  renewing  an  arrangement  which  is 
by  the  provisions  of  the  trust  deeds  and  general  practice 
open  to  renewal  or  teimination  at  every  annual  meeting. 
There  was  no  necessity  to  consult  Mr.  Pim  or  to  do  any- 
thing but  leave  it  to  the  shareholders.  We  preferred,  how- 
ever, to  face  the  matter  frankly,  and  on  Tuesday  at  mid- 
day invited  Mr.  Pim  to  discuss  it  with  us.  This  was  the 
very  first  date  upon  which  the  question  of  taking  action 
regarding  Mr.  Pim's  election  at  the  Ferreira  Deep  and 
Jumpers  Deep  meetings  was  discussed  with  anyone,  and 
the  statements  made  to  the  contrary  are  absolutely  false. 

We  recited  to  Mr.  Pim  the  circum.stances  of  the  case, 
saying  that  we  had  dismissed  the  suggestion  that  share- 
holders should  raise  the  question,  preferring  that  it  should 
be  frankly  dealt  with  by  us  and  the  responsibility  taken 
by  us  ;  that  we  had  therefore  decided  to  discuss  the  matter 
with  him,  and  ask  him  to  consider  whether — ^in  view  of  the 
countenance  lent  by  him,  the  auditor  of  the  company,  to 
the  charges  made  agaimst  the  good  faith  of  the  companies — 
he  did  not  consider  it  to  be  his  duty  to  resign,  as  he  could 
not  "have  it  both  ways."  The  shareholders  had  employed 
him  in  his  business  capacity ;  if  he  decided  in  another 
capacity  to  take  action  contrary  to  their  legitimate 
injterests,  and  by  his  countenance  and  silence  to  lend 
weight  to  utterly  unfounded  charges  of  bad  faith  and  dis- 
honesty in  their  business,  it  seemed  to  us  that,  in  justice 
to  them,  he  should  sever  his  business  connection  and  so 
place  himself  in  a  position  of  indisputable  freedom. 
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There  had  been,  we  pointed  out,  three  courses  open, 
two  of  which  we  recognised  as  honourable  and  usual,  the 
third  impossible.  He  could  either  have  abstained  from  the 
public  action  of  which  shareholders  complained,  or,  if  his 
convictions  were  too  strong  to  permit  of  this,  as  we 
naturally  assumed  they  were,  and  he  felt  it  his  duty  to 
the  country  compelled  him  to  play  his  part,  he  could  have 
done  as  many  others  have  done  and  made  the  necessary 
sacrifice  to  free  hhnself ;  but  he  had  chosen  the  impossible 
course  of  claiming  the  advantages  of  both  alternatives, 
leaving  to  the  shareholders  the  disadvantages  of  both. 
If,  we  pointed  out,  as  is  undoubtedly  the  case,  share- 
holders have  no  right  through  the  business  connection  to 
coerce  him  in  bis  public  capacity,  neither  can  he  have 
the  right,  by  the  pressure  of  political  considerations  and 
the  embarrassment  which  would  follow  through  *the 
suggestion  of  political  motives,  to  coerce  them  into  main- 
taining t^e  business  connection.  It  seemed  to  us,  there- 
fore, that  the  honourable  course  for  him  to  take,  recog- 
nising that  the  two  r61es  were  irreconcilable,  was  to  resign 
his  position. 

Mr.  Pirn  u{^eld  the  view  that  he  had  done  nothing  con- 
flicting with  his  duties  to  the  companies,  and  expressed 
himself  much  as  be  did  at  the  meeting  of  the  shareholders 
when  the  question  was  discussed.  With  regard  to  the 
^countenance  of  hds  silence,"  he  admitted  that  ours  was  a 
"possible  view,"  but  he  could  not  himself  accept  it,  for 
he  took  no  responsibility  for  anything  but  his  own  words 
and  actions,  and  did  not  admit  any  obligation  to  correct 
the  statements  of  his  colleagues  or  others ;  we  reminded 
him  of  the  meeting  referred  to  in  the  enclosed  extract  from 
the  Leader,  and  he  pointed  out  that  two  and  a-half  years 
ago  he  had  written  to  Sir  Julius  Wernher  asking  for  a 
declaration  of  policy  on  this  question,  and  regretted  that 
he  received  no  reply.  We  informed  him  that  the  proper 
coarse  would  have  been  to  write  to  this  firm  with  whom  he 
bad  been  dealing ;  tiiat  this  was  the  first  we  had  heard  of 
this  letter,  and  we  had  no  indication  that  it  had  ever  been 
received.  He  expressed  regret  that  he  had  not  sent  us  a 
copy;  and  then  remarked  that,  as  the  meetings  would 
take  place  on  the  following  day,  the  time  allowed  him  in 
which  to  take  a  decision  was  very  short.  In  reply  to  this 
we  stated  (with  reference  to  the  two  and  a-half  years' 
auleged  delay)  tha(t  we  had  staved  off  the  question  in  the 
hope  that  it  would  not  become  acute  and  that  no 
unpleasantness  would  arise,  but  that  as  the  attacks  con- 
tinued witii  his  countenance  and  his  active  and  persistent 
support,  and  chaiiges  against  the  honesty  of  administration 
and  accounts  and  returns — with  which  he  is  competent 
authoritatively  to  deal — still  fail  to  elicit  one  word  of  pro- 
test from  hi^^  it  was  impossible  further  to  withstand  the 
reasonable  Pepresentatlons  of  shareholders ;  moreover,  we 
Stated  it  had    not    occurred    to    us   that  any  notice  was 


required,  for  such  a  course  could  only  be  interpreted  as 
an  attempt  at  coercion  and  an  offer  of  time  in  which  to 
change  his  views  and  abandon  his  public  action — a  con- 
struction which  we  would  not  risk  or  permit,  for  the 
decision  to  sever  the  connection  was  final  and  irrevocable  ; 
we  added  that  we  were  convinced  that  such  a  construction 
would  be  equally  unacceptable  to  him,  for  we  had  always 
given  him  credit  that  his  action  had  been  decided  upon 
after  mature  deliberation.  Mr.  Pirn  stated  that  this  was 
the  case;  that  he  had  thought  the  matter  out  very  care- 
fully, and  had  anticipated  a  development  of  this  kind 
arising.  He  also  remarked  that  this  action  would 
undoubisdly  appear  to  people  outside  to  have  political 
significance  and  would  excite  comment.  We  replied  that 
we  were  perfectly  well  aware  of  this,  and  for  this  reason, 
but  much  more  on  account  of  the  long  and  satisfactory 
business  relations  that  had  existed  between  him  and  us, 
we  would  most  gladly  have  prevented  the  matter  from 
coming  to  an  issue  had  this  course  been  possible ;  but, 
whilst  well  knowing  the  grave  unpleasantness  and  mis- 
interpretation which  would  have  to  be  faced,  we  con- 
sidered it  impossible  to  further  resist  the  perfectly 
legitimate  demands  of  the  shareholders. 

Mr.  Pirn  pointed  out  that  his  removal  would  injure  him 
professionally.  We  replied  that  we  realised  this,  but  that 
if  we  were  pressed  to  take  action  it  would  probably  injure 
us  more  ;  but  it  was  a  choice  of  evils,  and  we  could  not 
for  this  reason  shirk  a  clear  duty.  We  further  pointed  out 
that  if  shareholders  by  exercising  their  indisputable  right 
to  appoint  whom  they  please,  would  injure  him,  so  too 
did  he,  by  exercising  his  indisputable  right  to  carry  on  his 
public  campaign,  injure  them  ;  and  it  seemed  but  fair  that 
the  rights  of  both  should  be  respected  and  the  parting  be 
effected  by  agreement,  which  would  injure  no  one  and 
raise  no  political  issues. 

During  the  afternoon  we  communicated  with  Mr.  Pim 
by  telephone,  stating  that  his  complaint  that  the  matter 
was  suddenly  sprung  upon  him  after  a  long  silence  seemed 
to  us  not  unreasonable,  and  we  had  therefore  decided 
again  to  resist  the  suggestions  made  to  us  and  to  allow  the 
question  to  stand  over  until  March  next,  when  other 
annual  meetings  would  of  necessity  bring  it  up  again  ;  but 
we  warned  him,  so  that  there  should  be  no  misapprehen- 
sion as  to  the  object  of  this  postponement,  that  what- 
ever course  he  decided  to  take  would  not  affect  our 
decision  in  the  least ;  we  considered  the  representations  of 
shareholders  to  be  reasonable ;  we  declined  to  consider 
the  future  at  all,  but  on  the  grounds  of  his  action  to  date 
we  intended  to  support  their  view — ^that  the  business  con- 
nection should  be  terminated ;  the  end  was  determined ; 
what  we  were  prepared  to  discuss  was  the  means !  Would 
he  resign  and  avoid  injury  to  both  parties,  or  would  he 
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force  us  to  act?    Was  it  to  be  now  or  in  March  next?    It 
was  free  to  him  to  choose. 

Mr.  Pirn  replied  that  he  would  take  time  to  think  it 
over,  and  would  let  us  know. 

After  10  o'clock  on  Wednesday  morning  Mr.  Pim  notified 
us  by  telephone  that  he  had  decided  that  he  would  not 
resign,  nor  would  he  accept  the  suggestion  to  allow  the 
matter  to  stand  over,  but  preferred  that  it  should  be  dealt 
with  at  the  meeting  which  was  to  take  place  at 
II  o'clock,  and  asked  that  be  should  be  allowed  to  attend 
and  make  a  sta/tement. 

W^e  accepted  his  decision,  and  the  meeting  took  place 
as  reported  in  your  columns. 

From  this  it  will  be  clear  that  it  was  not  we  who  pre- 
cipitated action  in  the  matter  ;  and  if  there  was  any  desire 
to  make  political  use  or  capital  out  of  the  affair  it  may  be 
worth  while  asking  with  whom  the  desire  lay  and  to  whose 
advantage  it  could  be  turned? 

The  difficulties  which  Mr.  Pim  experiences  in  dealing 
in  two  capacities — with  his  business  associates  and  his 
political  allies — ^are  well  illustrated  by  what  took  place 
on  Saturday  night.  At  a  meeting  held  on  the  East  Rand 
Mr.  H.  C.  Hull  made  statements  purporting  to  be  an 
authoritative  narrative  of  this  affair,  to  the  effect  that  we 
had  demanded  that  Mr.  Pim  should  withdraw  from  his 
candidature  for  Parktown  and  leave  the  Nationalist  Asso- 
ciation, statements  which  Mr.  Pim  himself  knows  to  be, 
not  only  absolutely  false,  but  the  very  opposite  of  what 
did  take  place. 

We  commend  to  your  attention  the  following  words  in 
the  statement  made  by  the  chairman  of  the  Jumpers  Deep 
Company  when  explaining  the  principle  on  which  share- 
holders had  acted :  "  The  practice  of  abstaining  from 
"refuting,  in  defence  of  a  political  opponent,  the  misstate- 
"ments  of  a  political  associate  may  be  admissible  in 
"politics,  but  it  fails  to  satisfy  the  requirements  of  justice  ; 
"and  the  silence  of  one  who  is  in  a  position  to  know  the 
"truth  might  not  unnaturally  be  construed  by  the  less 
"informed  public  as  tacit  endorsement." 

Mr.  Pim  has  taken  no  steps  yet  to  correct  the  statement 
above  referred  to !  Is  it  surprising  that  the  dual  capacity 
should  appear  to  ns  to  have  its  drawbacks? — ^We  are,  &c., 

H.  Eckstein  &  Co. 
P.O.  Box  149. 

December  15. 

Transvaal  Leader y  December  25  1903. 

To  the  Editor  of  the  Leader. 

Sir, — ^In  your  issue  of  yesterday  appears  an  account  of 
a  meeting  held  by  tihe  African  Labour  League.  In  a 
speech  made  by  a  Mr.  Hutchinson  at  that  meeting  appear 
the  following  words: — "That  the  mines  returns  were 
"founded  upon  fictitious  figures;  that  really  the  smallest  1 
"  (mine)  produced  50  per  cent.,"  thereby  implying  that  the  J 


mining  companies  of  the  Rand  issued  inaccurate  and  mis- 
leading accoujuts  of  their  operations.  The  meeting  at  which 
these  remarks  were  made  was  presided  over  by  Mr. 
Howard  Pim,  who  is  auditor  to  a  great  number  of  mining 
companies  here,  and,  therefore,  should  be  eminently 
qualified  to  confirm  or  refute  this  bold  and  sweeping 
assertion.  From  your  report  of  the  meeting,  however, 
Mr.  Pim  appears  to  have  made  no  protest  against,  nor  in 
any  way  qualified,  these  remarks  of  Mr.  Hutchinson ;  nay. 
rather,  by  his  sUence,  is  one  led  to  conclude  that  he 
endorsed  them. 

Now,  in  his  capacity  as  auditor,  Mr.  Pim  must  have 
signed  the  Balance  Sheets  and  Profit  and  Loss  Accounts 
of  many  a  local  mining  company,  certifying  that  in  his 
opinion  "  it  is  a  full  and  fair  Balance  Sheet,  and  properly 
"  drawn  up,  so  as  to  exhibit  a  true  and  correct  view  of  the 
"whole  of  the  company's  affairs."  Thus,  to  the  common 
or  lay  mind  it  would  seem  that  Mr.  Pim,  the  auditor, 
certifies  to  the  truth  and  correctness  of  accounts  which 
Mr.  Pim,  as  a  chairman  of  the  African  Labour  League 
meetings,   allows   to    be    called    "fictitious."     Can  you 

explain  this,  Mr.  Editor? — I  am.,  &c.. 

An  Inquirer. 
I  enclose  my  card. 

Views  of  the  Profession. 


To  the  Editor  of  The  Star. 

Sir, — ^Having  been  approached  by  a  number  of  members 
of  this  Society  in  regard  to  the  correspondence  appearing 
in  the  Rand  Daily  Mail  of  this  date,  referring  to  the  loss 
of  certain  auddits  of  mining  companies  by  Mr.  Howard 
Pim,  I  called  a  special  meeting  of  the  Council  this  fore- 
noon, at  which  a  majority  of  the  members  were  present. 
Unfortunately  Mr.  Pim,  who  is  one  of  the  Vice-Presidents, 
happens  to  be  in  Pretoria,  therefore  could  not  attend. 

Mr.  Pim  states  that  tihe  action  of  Messrs.  Eckstein  & 
Co.  casts  a  slur  on  the  independence  of  other  members  of 
this  profession,  and  tends  to  "lessen  public  confidence  in 
the  published  statements  they  confirm." 

Whilst  it  is  not  the  intention  of  the  Council  to  go  into 
the  merits  of  the  dispute,  yet  it  was  felt  that  incidentally 
public  opinion  might  accept  Mr.  Pim^s  statement  as 
representing  the  views  of  the  profession  generally,  and  it 
was  thought  advisable  to  obtain  an  expression  of  opinion 
from  the  members  of  the  Council  in  the  matter.  After  full 
consideration,  the  members  of  the  Council  present  were 
unanimously  of  opinion  that  the  present  action  of  Messrs. 
Eckstein  &  Co.,  or  of  their  companies,  could  in  no  wise 
be  interpreted  as  casting  a  slur  on  the  independence  of 
other  members  of  Mr.  Pirn's  profession  in  this  Colony,  and 
should  have  no  influence  on  public  confidence  in  any  state- 
ments confirmed  by  other  accountants. — I  am,  &c., 
Samuel  Thomson, 
President,  Transvaal  Society  of  Accountants. 

December  15. 
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JLhc  public  Zvnstcc  Hot,  1906. 


The  Public  Trustee  Act,  1906  (6  Edw.  VII.  c.  55),  which 
received  the  Royal  assent  on  December  21st  last,  will  come 
into  operation  on  the  first  day  of  next  year.  It  does  not 
extend  to  Scotland  or  Ireland.  It  is  intituled  "An  Act  to 
"provide  for  the  appointment  of  a  public  trustee  and  to 
"amend  the  law  relating  to  the  administration  of  trusts." 

The  first  part  of  the  Act  provides  for  the  establishment  of 
a  public  trustee  who  is  to  be  a  corporation  sole  with  per- 
petual succession  and  an  official  seal.  His  principal  duties 
will  be  to  act  in  the  administration  of  small  estates,  to  act 
as  custodian  trustee,  and  to  act  as  an  ordinary  trustee.  He 
may  also  be  appointed  to  be  a  judicial  trustee  and  to  be  the 
administrator  of  the  property  of  a  convict  under  the 
Forfeiture  Act,  1870;  but  he  may  decline  to  accept  any 
trust,  though  not  on  the  ground  only  of  the  small  value  of 
the  property.  He  is  prohibited  from  accepting  a  trust  which 
involves  the  management  or  carrying  on  of  any  business 
(except  so  far  as  may  be  sanctioned  by  the  rules  to  be  made 
under  the  Act),  or  any  trust  under  a  deed  of  arrangement 
for  the  benefit  of  creditors,  or  the  administration  of 
insolvent  estates ;  and  trusts  for  religious  or  charitable  pur- 
poses are  also  outside  the  Act. 

Any  person  who,  in  the  opinion  of  the  public  trustee, 
would  be  entitled  to  apply  for  an  order  for  the  administra- 
tion by  the  Court  of  an  estate,  may  apply  to  the  public 
trustee  to  administer  it  where  it  is  proved  that  the  gross 
capital  value  is  less  than  /i,ooo ;  and  for  the  purposes  of 
the  administration  the  public  trustee  may  exercise  such  of 
the  administrative  powers  and  authorities  of  the  Court  as 
may  be  conferred  upon  him  by  the  rules,  which  {inter  alia) 
are  to  enable  him  to  take  the  opinion  of  the  Court  on  any 
question  arising  in  the  course  of  the  administration  without 
judicial  proceedings.  The  Court  also  may  order  that  an 
estate  shall  be  administered  by  the  public  trustee  in  any 
case  in  which  administration  proceedings  have  been  insti- 
tuted in  any  Court,  and  by  reason  of  the  small  value  of  the 
esute  it  appears  to  the  Court  that  the  estate  can  be  more 
economically  administered  by  the  public  trustee,  or  that 
for  any  other  reason  administration  by  the  public  trustee 
voold  be  expedient.  On  the  undertaking  by  the  public 
trustee  of  the  'administration  of  a  small  estate,  the  trust 
property  (not  being  stock  or  land  of  copyhold  tenure)  will 
if io  facto  vest  in  him. 

Elaborate  provisions  are  made  for  giving  the  public 
trustee  the  custody  of  trust  funds  and  property  without 
permitting  him  to  interfere  in  the  execution  of  a  trust ;  and 
thif  apparently  will  also  include  the  administration  of  an  estate 
as  distinguished  from  a  trust.  The  appointment  of  a  public 
trustee  as  custodian  may  be  made  either  by  order  of  Court 
on  the  application  of  any  person  upon  whose  application 
the  Court  might  order  the  appointment  of  a  new  trustee,  or 


by  any  testator  or  settlor,  or  by  the  person,  having  power 
to  appoint  new  trustees.  Such  a  person  can  apparently 
bring  in  the  public  trustee  without  the  consent  and  even 
against  the  wish  of  all  the  beneficiaries  ;  but  the  Court,  on 
the  application  of  the  custodian  trustee,  or  of  any  of  the 
managing  trustees,  or  of  any  beneficiary  upon  satisfactory 
proof  that  it  is  the  general  wish  of  the  beneficiaries,  or  that 
upon  other  ground  it  is  expedient  to  do  so,  has  power  to 
terminate  the  custodian  trusteeship  by  an  order  for  that 
purpose.  A  custodian  trustee  will  have  all  trust  property 
transferred  to  him,  and  the  custody  ot  all  securities  and 
documents  of  title  relating  to  such  property,  but  the  manag- 
ing trustees  will  have  access  to  such  documents  and 
securities  and  be  entitled  to  take  copies  or  extracts.  All 
sums  payable  to  or  out  of  the  income  or  capital  of  the  trust 
property  will  be  paid  to  or  by  the  custodian  trustee,  who, 
however,  may  allow  dividends  or  other  income  to  be  paid 
to  the  managing  trustee,  or  into  a  bank  to  the  credit  of  such 
person  as  they  may  direct.  An  important  subsection  enacts 
that  the  provisions  of  the  Act  which  relate  to  custodian 
trusteeship  shall  apply,  in  like  manner  as  to  the  public 
trustee,  to  any  banking  or  insurance  company  or  other 
body  corporate  entitled  by  rules  made  under  the  Act  to  act 
as  custodian  trustee,  with  power  for  such  company  or  body 
corporate  to  charge  and  retain  or  pay  out  of  the  trust 
property  fees  not  exceeding  the  fees  chargeable  by  the  public 
trustee  as  custodian  trustee.  It  is,  of  course,  highly 
improbable  that  any  such  company  would  charge  fees  in 
excess  of  a  Government  department,  its  object  being  to 
attract  business  by  cheapness  as  well  as  by  celerity. 

As  regards  ordinary  trusteeships,  the  public  trustee  may 
be  appointed  to  be  a  trustee  of  any  will,  settlement,  or  other 
instrument  creating  a  trust,  whether  made  before  or  after  the 
passing  of  the  Act,  and  may  be  appointed  as  a  sole  trustee ; 
but  such  appointment  will  not  be  valid  where  the  instrument 
creating  the  trust  contains  a  direction  to  the  contrary,  unless 
the  Court  otherwise  orders.  Notice  of  the  proposed  appoint- 
ment of  the  public  trustee  as  a  new  or  additional  trustee 
must  be  given  to  all  beneficiaries  resident  in  the  Llnited 
Kingdom,  and  the  Court  may,  on  the  application  of  any 
such  person  within  twenty-one  days,  make  an  order  pro- 
hibiting the  appointment  if,  having  regard  to  the  interests 
of  all  the  beneficiaries,  it  considers  it  expedient  to  do  so. 
Provision  is  also  made  for  enabling  the  public  trustee  to 
accept  probates  of  wills  and  letters  of  administration,  and 
for  enabling  executors  and  administrators  to  transfer  the 
estates  of  their  testators  or  intestates  to  the  public  trustee 
for  administration,  although  they  have  acted  themselves. 

Provision  is  made  for  the  discharge  of  liabilities  incurred 
by  the  public  trustee  out  of  the  Consolidated  Fund, 
•*  except  where  the  liability  is  one  to  which  neither  the 
*•  public  trustee  nor  any  of  his  officers  has  in  any  way  con- 
"  tributed,  and  which  neither  he  nor  any  of  his  officers 


130 


THE    ACCOUNTANT 


January  26,  1907. 


"could  by  the  exercise  of  reasonable  diligence  have 
"averted."  Such  fees  will  be  charged  in  respect  of  the 
duties  of  the  public  trustee,  by  way  of  percentage  or  other 
wise,  as  the  Treasury  with  the  sanction  of  the  Lord  Chan- 
cellor may  fix.  Provision  is  also  made  for  the  employment 
by  the  public  trustee  of  solicitors,  bankers,  accountants, 
and  brokers.  The  Act  also  contains  some  legislation  as  to 
the  audit  and  investigation  of  Trust  Accounts,  the  cost  of 
which  is  to  be  borne  by  the  estate  unless  the  public  trustee 
otherwise  directs;  this  seems  calculated  to  prejudice  the 
estate  at  the  will  of  any  single  fidgety  or  vexatious  bene- 
ficiary who  may  be  interested  in  a  small  amount  of  it. 

The  Act  itself  is  only  a  skeleton.  Its  working  must  to  a 
great  extent  depend  on  the  rules  which  are  to  be  made  by 
the  Lord  Chancellor  for  carrying  its  objects  into  effect.  The 
issue  of  these  rules  and  the  appointment  of  the  first  public 
trustee  and  other  necessary  officials  under  the  Act  will  be 
awaited  with  interest. 


Sanfteta  anb  out  (3ol&  Kcscxvcb, 


{From'The  Times.) 
The  discussion  on  Sir  Felix  Schuster's  paper  on  "Our 
Gold  Reserves, ' '  which  was  read  before  a  meeting  of  the 
Institute  of  Bankers  on  the  19th  ult.,  was  resumed  on  the 
15th  inst.  at  the  London  Institution.  Mr.  J.  Spencer 
Phillips,  the  President  (Lloyd's  Bank),  occupied  the  chair  ; 
and  among  those  present  were  Sir  F.  Schuster  (Union  of 
I^ndon  and  Smiths  Bank),  Sir  Edgar  Speyer,  Mr.  E.  H. 
Holden,  M.P.  (London  City  and  Midland  Bank),  Mr.  J.  G. 
Naime  (Bank  of  England),  Mr.  Nunn  (Union  of  London  and 
Smiths  Bank).  Mr.  C.  Gow  (London  Joint  Stock  Bank),  Mr. 
Haines  (National  Provincial  Bank),  Mr.  T.  J.  Russell 
(London  and  Westminster  Bank),  Mr.  Leslie  Tritton 
(Barclay  &  Co.),  Mr.  J.  W.  Cross  (London  and  Provincial 
Bank),  Mr.  L.  Hansard  (Martin's  Bank),  Mr.  Whelen 
(National  Bank),  Mr.  Smart  (Standard  Bank  of  South 
Africa),  Mr.  Hermann  Schmidt,  and  Mr.  Ernest  Sykes  (the 
Secretary).  The  meeting  was  very  largely  attended,  as 
on  the  former  occasion. 
The  President  having  briefly  opened  the  proceedings, 
Mr.  Holden  examined  at  considerable  length  the  more 
salient  points  of  the  paper.  He  observed  that  Sir  Felix 
Schuster  had  laid  down  two  very  important  propositions — 
namely,  "It  is  the  first  duty  of  every  State  to  provide  a 
sound  currency,"  and  "  The  necessity  for  an  increase  of  the 
national  reserve  of  gold  seems  amply  proved."  With  both 
propositions  he  entirely  agreed  ;  but  he  contended  that  the 
author's  recommendations  did  not  "fit  in"  with  them. 
The  recommendations,  he  further  argued,  while  falling  short 
of  the  important  proposition  laid  down,  were  also  unsound 
on  banking  principles ;  and  he  contended  that  the  recom- 


mendations to  transfer  gold  to  the  special  reserve  in  the 
Bank  of  England  might  lead  to  a  decrease  of  the  national 
reserve  of  gold.  It  appeared  to  him  to  be  a  much  sounder 
policy  for  the  bankers  to  hold  the  gold  in  their  own  vaults. 
(Cheers.)  He  agreed  with  Sir  Felix  Schuster  that  the 
bankers'  balances  with  the  Bank  of  England  should  not  be 
increased,  and  he  thought  that  the  joint-stock  banks  had 
gone  quite  far  enough  when  they  permitted  twenty  millions 
of  their  reserves  to  be  used  twice.  Sir  Felix  and  the  Presi- 
dent of  the  Institute  had  come  to  the  conclusion  that  it  was 
advisable  to  have  the  bankers'  balances  with  the  Bank  of 
England  published  separately.  He  was  sorry  to  differ  from 
them  on  that  point.  He  heartily  approved  the  recommen- 
dation that  a  committee  of  joint-stock  bankers  should  act 
with  the  Bank  of  England.  To  the  publication  of  weekly 
Balance  Sheets,  or  of  monthly  Balance  Sheets  on  the  basis 
of  averages,  he  would  be  favourably  inclined  if  the  fort- 
nightly settlements  on  the  Stock  Exchange  became,  as  in 
New  York,  daily  settlements.  Mr.  Holden  afterwards  pro- 
ceeded to  construct  a  policy  tor  increasing  the  national 
reserve  of  gold  permanently.  He  contended  that  it  was 
necessary  to  have  one  national  reserve  of  gold,  but  with  one 
part  absolutely  without  restrictions  in  order  to  maintain 
our  international  financial  position,  and  with  another 
part  placed  under  restriction  so  that  that  portion 
of  the  gold  could  not  be  taken  away,  and,  in 
fact,  could  not  be  used  except  in  case  of  a  national 
emergency.  He  believed  this  could  be  done  by  adopting 
the  proposition  that,  *•  it  is  the  duty  of  every  State  to 
provide  a  sound  and  adequate  currency.'*  At  the  present 
time  Ireland  and  Scotland  could  issue  uncovered  by  gold 
/9,o30,ooo  notes.  They  really  issued  /i5,24i,ooo;  as 
they  had  to  provide  gold  lor  an  excess  of  notes  over  the 
former  figure,  it  followed  that  they  must  hold  about  6J 
millions  of  gold.  They  obtained  this  gold  by  driving 
in  the  Bank  of  England  note,  taking  out  gold,  and 
against  this  gold  issuing  Scotch  and  Irish  notes.  If 
this  issue  were  Bank  of  England  issue  then  the  gold 
in  the  national  reserve  would  be  increased  by  /15, 000,000. 
While  the  Bank  of  France  had  in  its  bank-notes  the  power 
of  increasing  its  gold,  it  also  made  use  of  a  restriction  in 
order  to  retain  its  gold.  If  a  check  were  presented  at 
the  Bank  of  France  it  might  be  paid  in  silver.  Having 
explained  the  reasons  why  it  would  not  be  advisable  for 
this  country  to  adopt  the  same  restrictions,  or  to  curtail 
our  banking  system  so  as  to  approximate  to  the  banking 
system  of  France,  he  remarked  that  they  must  look  in 
a  different  direction  for  accomplishing  their  object.  He 
therefore  asked  his  audience  to  imagine  a  circle,  and 
to  further  imagine  a  figure  of  50  millions  inside  the 
circle.  This  figure  represented  about  the  average  amount 
of  Bank  of  England  notes  issued  and  kept  out  during  the 
last  ten  years.    The  Government  had  received  1 1  millions 
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of  notes  oat  of  the  50,  and  against  this,  of  coarse,  the  issae 
department  had  a  Government  debt.  If  the  Government 
woold  hand  back  to  the  issue  department  these  11  millions 
of  notes,  and  thas  pay  back  the  debt,  then,  as  there  was  a 
demand  in  the  country  for  these  11  millions  of  notes,  it 
followed  that  the  Bank  of  England  could  reissue  them  in 
exchange  for  gold,  coming,  say,  from  South  Africa.  We 
should  then  have  in  the  issue  department,  instead  of 
30^  millions  of  gold,  a  sum  of  41 J  millions;  the  ratio  of 
gold  to  notes  would  be  85  per  cent,  instead  of  62  per  cent, 
as  it  was  at  present,  and  the  ratio  of  securities  to  notes 
would  be  15  per  cent,  instead  of  38  per  cent.  The  position 
would  thus  be  materially  strengthened.  But  they  were 
told  that  they  could  not  use  the  additional  gold  for  the 
reserve  in  the  banking  department,  or,  in  other  words,  that 
this  gold  could  not  be  taken  away.  But  was  not  that 
exactly  what  they  wanted,  and  had  they  not  then  a  restriction 
placed  on  the  11  millions  of  gold  similar  in  effect  to  the 
restrictions  on  the  Bank  of  France  gold  ?  In  that  way 
they  woald  get  a  national  reserve  of  gold  amounting  to 
41}  millions,  11  millions  of  which  could  not  be  taken 
away.  In  the  circumstances  of  the  gold  being  increased 
in  the  manner  he  had  indicated  they  would  be  able,  when  the 
reserve  of  the  Bank  fell  to  a  dangerous  figure,  and  the 
Bank  of  England  rate  was  at  6  per  cent,  or  any  other 
agreed  rate,  to  create  an  issue  of  notes  against  securities, 
even  to  an  amount  of  11  millions,  without  placing  them- 
selves in  any  worse  position  than  they  were  in  at  the 
present  time.  By  adopting  this  expedient  the  Post  Office 
Savings  Bank  would  be  relieved  of  the  necessity  of 
providing  the  four  millions  of  gold  advocated  by  Sir 
Felix  Schuster,  and  just  as  efficient  relief  could  be  had  for 
an  internal  drain  as  for  a  drain  arising  from  any  other  cause. 
Further,  in  case  we  had  an  external  drain,  we  should  be  in  a 
better  position  by  11  millions  than  we  were  at  the  present 
time.  Having  contended  that  the  Government  would  be 
justified,  in  the  circumstances,  in  placing  the  country  in  this 
undoubtedly  safe  position  by  paying  back  the  Government 
debt,  he  maintained  that  the  chief  way,  if  not  the  only  way, 
to  increase  the  reserves  of  the  joint-stock  banks  in  gold  would 
be  to  draw  notes  out  of  the  banking  department  of  the  Bank 
of  England,  and  with  them  take  gold  from  the  national 
reserve  in  the  issue  department.  This,  of  course,  would  lead 
to  a  contraction  of  the  note  issue,  of  the  gold  reserve,  and  of 
the  reserve  at  the  Bank  of  England.  Up  to  this  point  the 
gold  in  the  country  would  not  be  increased,  but  a  vacuum 
being  created  in  the  reserve  of  the  Bank  of  England,  it 
ikould  be  necessary  to  put  up,  and  keep  up,  the  Bank  of 
England  rate  until  the  vacuum  in  the  reserve  had  been  filled 
op  by  notes  issuing  from  the  issue  department  in  exchange 
for  gold  imported.  In)  this  way  the  balances  of  the  joint- 
stock  banks  in  the  Bank  of  England  would  be  replenished  to 
their  old  figure,  and  the  joint-stock  banks'  reserves  would  be 


increased  in  gold.  He  was  perfectly  convinced  that  it  was 
the  duty  of  all  the  banks  to  increase  their  reserves  and  to  do 
so  with  as  little  disturbance  as  possible  to  the  trade  and 
industry  of  the  country.     (Cheers.) 

Mr.  Henry  Bell  (Lloyds  Bank)  said  he  believed,  with  Sir 
Felix  Schuster,  that  it  was  absolutely  imperative  upon 
bankers  to  maintain  in  all  its  freedom  and  fullness  the  free 
trade  market  for  gold,  which  had  been  our  pride  in  this 
country.  The  great  feature  of  the  Bank  Act  of  1844,  to 
which  bankers  must  look,  was  that  it  really  left  to  the 
responsibility  and  duty  of  the  directors  of  the  Bank  of 
England  the  making  money  dear  or  cheap  as  was  necessary 
to  the  credit  of  this  country.  The  Bank  of  England  had 
done  this  work  admirably,  and  it  deserved  and  ought  to 
receive  the  support  of  the  other  bankers  of  this  country.  He 
differed  from  Sir  Felix  Schuster  as  to  placing  in  the  coffers 
of  the  Bank  of  England  the  large  sum  they  hoped  to  accu- 
mulate, and  he  agreed  with  Mr.  Holden  that  it  should  be 
kept  in  the  coffers  of  the  joint-stock  banks. 

Mr.  F.  E.  Steele  (Parr's  Bank)  joined  issue  with  Mr. 
Holden  and  Mr.  Bell,  that  the  banks  should  keep  their 
reserves  in  their  own  vaults.  In  his  opinion,  the  real 
obstacle  to  their  making  progress  in  regard  to  the  question 
of  gold  reserves  was  that  they  could  not  be  accumulated 
without  some  sacrifice  being  involved  to  the  profits  of  the 
banks ;  but  the  effect  in  that  respect  of  what  had  been 
advocated  by  Sir  Felix  Schuster  had  been  very  much 
exaggerated.  Let  them  take  the  proposal  that,  so  far  as  the 
joint-stock  banks  of  the  United  Kingdom  were  concerned, 
eight  millions  should  be  gradually  withdrawn  from  produc- 
tive uses  and  made  unproductive  in  the  form  of  a  central 
reserve,  what  would  this  mean  to  banking  profits?  He 
contended  that  they  had  only  to  allow  ij  per  cent,  on  that 
amount  as  the  difference  between  dividends  as  they  were 
now  and  as  they  might  be  under  the  new  rigime.  Thus 
/i40,ooo  was  the  price  they  were  asked  to  pay  for 
putting  an  end  to  the  uncertainty  in  this  direction  and  for 
filling  up  the  one  weak  point  practically  in  the  financial 
system  of  the  country.  The  question  where  the  reserves 
should  be  kept  was  a  moot  point.  He  strongly  deprecated 
the  intervention  of  the  State  in  any  matter  pertaining  to  the 
subject  under  discussion,  which  could  be  dealt  with  by  the 
banks  themselves. 

Sir  F.  Schuster  said  that  he  would  only  very  briefly  reply 
on  that  occasion  ;  no  doubt  they  would  permit  him  to  give  a 
more  reasoned  and  thought-out  answer,  in  due  course,  in  the 
pages  of  the  Journal  to  Mr.  Holden's  important  speech.  On 
the  main  basis  of  his  proposals  Mr.  Holden  was  in  agree- 
ment with  him,  or,  if  not  in  agreement  with  him  at  present, 
he  did  not  think  they  would  have  much  difficulty  in  arriving 
at  an  agreement.     He  would  remind  them  that  the  proposals 
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he  brought  forward  when  he  read  his  paper  were  absolutely 
tentative,  and  he  suggested  the  formation  of  a  committee  of 
representative  bankers— and  on  which  the  Bank  of  England 
should  certainly  be  represented — to  consider  his  suggestions. 
He  knew  that  his  scheme  was  not  an  ideal  one.  In  his  paper 
he  advocated,  as  Mr.  Holden  had  done  that  night,  the  repay- 
ment of  the  Government  debt,  only  he  stated  that  he  did  not 
think  it  was  feasible  at  the  present  moment;  and  he  would 
like  Mr.  Holden  to  answer  this  question — How  did  he 
propose  that  the  Government  should  obtain  the  1 1  millions  ? 
They  must  borrow  the  amount,  and  he  thought  they  would 
all  agree  that  the  present  moment  was  not  opportune  for 
doing  so.  He  agreed  on  this  point  with  Mr.  Holden,  only 
he  thought  that  there  was  a  great  deal  more  which  they  could 
do  in  the  meantime.  He  did  not  think  it  would  be  difficult 
for  them  to  accumulate  a  stock  of  eight,  ten,  or  15  millions, 
if  it  were  done  judiciously  and  carefully,  not  when  money 
was  dear,  but  when  it  was  exceedingly  cheap.  The  difficulty 
was  not  to  get  the  gold,  but  to  retain  it;  and  if  judicious 
measures  were  adopted  by  the  Bank  of  England  with  the 
committee  he  hoped  to  see  established,  he  did  not  think  that 
the  market  would  suffer  at  all  through  the  retention  of  the 
amount  he  wanted  to  see  accumulated,  and  which  would  be 
an  addition  to  the  stock  of  gold  in  the  country,  because  it 
would  not  slip  away  to  other  countries  so  easily.  His  point 
of  difference  with  Mr.  Holden  and  Mr.  Bell  was  that  he  did 
not  think  that  a  proper  remedy  would  be  the  holding  in  the 
vaults  of  the  banks  of  the  additional  reserves  suggested. 
What  he  believed  was  wanted  was  an  addition  to  the 
central  reserve.  Having  quoted  from  his  paper  in  proof  of 
his  statement  that  certain  critics  had  attributed  to  him 
opinions  which  he  was  very  far  from  holding,  he  expressed 
a  sincere  hope  that  their  meetings  would  have  some  result, 
and  that,  above  all,  they  would  lead  toco-operation  between 
the  banks  themselves  and  between  the  banks  and  the  Bank 
of  England.     (Cheers.) 

The  President  then  proposed  a  cordial  vote  of  thanks  to 
Sir  Felix  Schuster,  with  whom  and  Mr.  Holden  he  was  in 
the  main  in  complete  agreement.  He  deprecated  legislation  ; 
but,  to  avoid  it,  the  banks  must  take  the  responsibility  and 
the  duty  on  themselves ;  and  he  sincerely  hoped  that  the 
result  of  that  discussion  would  be  that  the  other  London 
banks  would  come  into  line  with  the  12  publishing  banks, 
and  that  their  example  would  be  followed  by  the  leading 
country  banks.  In  that  case  he  thought  that  the  desired 
object  might  be  attained,  for  the  banks  could  not  publish 
statements  without  keeping  an  adequate  reserve. 

Mr.  Hansard  seconded  the  vote,  which  was  carried  by 
acclamation. 

Sir  F.  Schuster,  in  reply,  desired  that  Mr.  Holden  might 
be  included  in  the  compliment. 


Z>epteciatfom 


By  Max  Teichmann,  C.P.A. 


Depreciation  may  properly  be  considered  a  branch  of 
accounting  science  which,  as  yet,  is  not  sufficiently  appre- 
ciated. To  treat  all  of  its  many  features,  phases,  &c., 
would  require  the  writing  of  a  large  volume,  and  then  it 
would  be  found  that  not  every  question  or  point  had  been 
adequately  and  exhaustively  covered.  It  often  presents 
difficult  problems  in  its  proper  treatment,  and  is  subject 
to  differing  conditions,  so  that  no  hard  and  fast  rules  can 
be  applied. 

Depreciation  is  an  impainment  of  the  value  of  an  asset 
by  reason  of  wear  and  tear,  accident,  time,  or  similar 
causes.  Furthermore,  competition  and  improvement  force 
frequent  changes  in  plant  value,  which  includes  all 
machines,  tools,  and  appliances  used  in  factory  produc- 
tion, because  if  the  general  plant  effectiveness  of  a  certain 
factory  is  exceeded  by  that  of  any  other  factory  engaged  in 
the  same  line  of  production  a  condition  of  inferiority  is 
established  which,  if  not  removed  by  improvement  of 
plant,  leads  to  losses  and  certain  extinction.  This 
assurance  of  futtire  improvement,  considering  the  present 
era  of  mechanical  changes,  necessitates  an  adequate  depre- 
ciation percentage,  if  the  present  value  is  to  be  correctly 
represented. 

Objections  are  sometimes  raised  to  writing  off  or 
reserving  for  depreciation.  There  are  those  who  desire  to 
make  as  good  a  showing — so  far  as  profits  and  dividends 
are  concerned — as  possible,  but  fail  to  consider  the 
injustice  they  do  to  succeeding  directors  and  stockholders. 
Others  claim  that  because  repairs  and  maintenance  have 
been  charged  to  revenue,  the  value  and  effectiveness  of  the 
assets  are  the  same  now  as  they  were  at  ttie  beginning. 
Tliey  forget  that,  no  matter  how  much  has  been  spent  for 
repairs,  tiie  time  will  surely  come  when  the  entire  assets 
will  have  to  be  replaced,  necessitating  a  capital  expendi- 
ture and  the  burdening  of  profits  made  during  that  year 
with  the  entire  loss.  The  serious  consequences  which  often 
follow  could  easily  have  been  avoided,  if  depreciation  over 
the  entire  period  of  the  usefulness  of  the  assets  had  been 
properly  taken  care  of.  Still  others  claim  that  no  depre- 
ciation need  be  considered,  because  the  cost  of  similar 
assets  has  increased,  and  some  particular  asset  in  use  is 
actually  more  valuable  now  than  appears  as  purchase-price 
on  the  books.  In  this  case  it  must  be  stated  that  where  an 
asset  has  been  purchased  for  the  purpose  of  producing  an 
income,  and  not  for  the  purpose  of  a  re-sale,  it  comes 
clearly  under  the  head  of  '*  fixed  assets,"  and  no  fluctua- 
tions can  have  any  bearing  on  its  book  value. 
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In  the  street  railway  field  it  is  often  claimed  that  no  i 
depreciation  need  be  allowed  on  the  fixed  plant  and  rolling 
stock,  because,  firstly,  the  amount  involved  is  so  large  that 
mere  repairs  and  renewals  will  average  themselves; 
secondly,  the  natural  growth  of  population  will  increase 
the  earning  power  of  the  plants  sufficiently  to  offset  any 
deterioration  in  their  physical  condition,  which  can  be 
made  good  by  the  issue  of  stocks  or  bonds.  The  fallacy  of 
these  contentions  is  clearly  visible  and  hardly  needs  any 
further  elucidation.  It  is  obvious  that  proceedings  of  this 
kind  must  bring  any  legitimate  enterprise  down  from  a 
proper  scientific  accounting  basis  to  a  hazardous  specu- 
lative basis. 

Sometimes  revaluations  are  desirable  to  test  the 
sufficiency  c^  estimated  provisions  for  depreciation,  but 
it  must  be  borne  in  mind  that  a  revaluation  can  hardly  fail 
to  take  into  consideration  fluctuation  as  well  as  d^vecia- 
Uon,  and,  consequently,  will  affect  the  real  result  of  profit 
and  loss. 

The  best  plan  is  to  take  tihe  actual  cost  of,  say,  a 
machine,  ascertain  its  probable  life  or  usefulness,  less  the 
break-up  value  (if  any),  and  spread  the  cost  over  that 
ascertained  period.  This  forms  an  equalised  charge  every 
year,  which  should  be  considered  a  working  expense. 
Where  items  of  different  longevity  or  usefulness  are 
caixied  oa  one  account  it  is  well  to  go  into  details  at  first, 
and  to  establish  the  average  rate  for  depreciation  on  that 
account.  Every  year  thereafter  additions  ought  to  be  taken 
into  account  and  a  new  average  rate  established.  It  is 
better,  however,  to  have  the  account  properly  subdivided — 
i.e.,  more  accounts  opened,  in  order  to  keep  the  several 
classes  of  assets  of  this  kind  s^>arate. 

There  are  four  methods  adapted  to  providing  for 
depreciation,  as  follows: — 

(i)  By  a  fixed  proportion  of  original  value. 

(2)  By  a  fixed  percentage  of  reduced  balances. 

(3)  By  an  annuity  system. 

(4)  By  a  sinking  fund. 

(i)  The  fixed  proportion  method  distributes  the  depre- 
ciation by  equal  instalments  over  the  period.  (2)  The 
fixed  percentage  method  throws  the  greater  part  of  the 
d^reciation  on  the  first  few  years.  (3)  By  the  annuity 
system  the  gross  charge  in  respect  of  depreciatioa.  is 
constant,  but  the  credits  to  revenue,  in  the  shape  of 
interest,  diminish  from  year  to  year  as  the  value  of  the 
asset  decreases.  (4)  The  sinking  fund  method  is,  perhaps, 
the  most  scientifically  correct. 

The  first  method  is  very  generally  used  and  can  be 
applied  to  most  concerns.  The  second  method,  throwing 
the  greater  part  of  cost  to  the  first  few  years  when  the 
efficiency  of  the   asset   is   greatest,    works  to  a  distinct 


advantage  in  a  number  of  cases  and  ways,  especially  where 
machinery  is  subject  to  sudden  mechanical  improvements, 
thereby  necessitating  replacements  in  order  to  keep  up  the 
plant  effectiveness.  The  third  method  has  its  advantages, 
but  is  rarely  used  in  this  country.  The  fourth  method  is 
not  extensively  applied  by  manufacturing  and  similar 
concerns  for  a  number  of  reasons,  one  of  which  is  that  the 
capital  invested  in  their  own  business  earns  a  far  larger 
amount  of  interest  than  can  be  secured  by  the  outside 
investment  of  a  sinking  fund.  Besides,  if  depreciation  is 
kept  in  the  shape  of  a  Reserve  Account,  the  amount  of 
which  may  be  invested  in  outside  securities,  this  answers 
practically  the  same  purpose.  Revaluation  may  be  con- 
sidered a  fifth  method  of  allowing  for  depreciation,  but, 
for  the  reasons  already  given,  it  is  not  advisable  to 
encourage  its  use. 

The  following  illustration  will  show  the  result  of  the 
four  methods  of  depreciating,  assuming  that  {a)  machine 
has  been  bought  and  set  up  at  a  total  cost  of  $1,000 ;  {b)  Its 
estimated  life  is  twelve  years ;  (c)  the  break-up  value,  or 
residual  value,  is  $100;  (d)  the  net  cost,  I900,  is  to  be 
apportioned. 

Result. 

Method!. 

875.00 
75.00 
75.00 
75.00     . 
75.00 
75.00     . 
75.00 
75.00 
75.00 
7500     . 
75.00     . 


lath    •    .. 
Compound  Interest  6% 


75.00 


Method  2. 

Method  3. 

Method  4 

.    8x75.00 

..   $53.35 

..   $53.58 

144.37 

..      56.55 

..     53.58 

X19.12 

..      59-94 

53.58 

98.27 

..      63.54 

..      53.58 

81.07 

..      67.35 

..     53.58 

.        66.88 

. .      71-39 

. .      53.58 

55.i8 

..      75.68 

53.58 

45.5a 

80.22 

..      53-5« 

.        37.55 

..      85.03 

. .      53-58 

30.98 

..      90.13 

..      53.58 

2556 

..      95.54 

..      53.58 

(ai.09) 

20.51 

. .     XOX.28 

..      53.55 

..    257.07 

$900.00 


$900.00         $900.00         $900.00 


The  figures  are  to  be  obtained  as  follows :  — 

Method  I. — Ninety  per  cent,  of  cost  spread  over  twelve 

years  equals  *j%  per  cent,  per  year. 
Method  2. — ^The  fixed  percentage  on  reduced  balances  is 

17J4  per  cent,  in  this  case. 

Method  3.— The  interest,  6  per  cent.,  is  charged  to  the 
asset,  and  a  constanit  equal  sum — sufficient  to  reduce  the 
asset  to  zero  or  its  residual  value — is  written  off  each  year. 
The  net  result  is  the  chaiging  off  of  an  increasing  sum  to 
revenue,  and  its  justification  is  that  the  depreciation  instal- 
ments remain  in  the  business  and  thereby  increase  the 
working  capital  of  the  undertaking. 

Method  4. — ^The  sinking  fund  method  hardly  needs  any 
further  explanation,  except  that  in  this  case  the  compound 
interest  has  been  figured  at  6  per  cent. 

Any  of  these  methods  may  be  employed,  and,  in  case 
of   the    first    two,    instead    of    crediting    Ihe   asset    with 
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depreciation  direct,  thereby  reducing  the  amount  on  that 
particular  account,  it  has  been  found  advisable  to  leave  it 
intact  during  the  whole  life  of  the  asset  by  having  a  Depre- 
ciation Reserve  Account.  In  this  case  this  Reserve  Account 
is  to  be  credited  and  revenue  debited  with  the  amount  of 
depreciation.  This  reserve  stands  as  a  liability  against 
those  assets  depreciated,  but  left  intact  on  the  books,  and 
may  either  be  used  in  the  business  or  invested  in  outside 
securities.  In  the  latter  event  this  reserve  would  serve  the 
purpose  of  a  sinking  fund,  with  the  additional  advantage 
that  no  fluctuation  of  interest  in  the  future  will  affect  it, 
because  interest  has  not  been  considered  at  first,  and  the 
earnings  on  such  outside  investments  are  taken  into 
revenue  direct. 

It  is  rarely  necessary  to  correct  inequalities  which  are 
inevitable  under  the  mentioned  methods  of  depreciation. 
However,  it  may  be  done  in  case,  for  instance,  of  an 
irregularly  employed  special  machine,  where  it  may  be 
essential  to  have  a  more  accurate  treatment  of  deprecia- 
tion. In  that  case  depreciation  may  have  to  be  based  on 
the  actual  working  hours  of  that  machine  or  the  number 
of  pieces  turned  out.  Owing  to  the  difficulty  of  determining 
the  working  life  or  the  effectiveness  and  productiveness  of 
the  asset  under  these  circiimstances,  it  is  not  desirable  to 
have  recourse  to  the  time  or  quantity  basis  of  apportion- 
ment, unless  the  ordinary  methods  give  clearly  inaccurate 
results. 

(Tke  Journal  of  Accountant ^  New  York.) 


ObcctlnQB  for  tbe  endutno  Meeft. 


Tuesday— liiSTnxrrE  of  Chartbrbd  Accodnt ants.— General 
Purposes  Committee,  at  3  p.m. 

Wednesday — Leicester  Chartered  Accountants  Students' 
Society.— -Joint  debate  with  the  Leeds  Society,  at 
Winchester  House,  i  Welford  Road  ;  7  p.m. 

Thursday  —  Institute  of  Chartered  Accountants.  — 
Parliamentary  and  Law  Committee,  at  3  p.m. 

KiNGSTON-UPON-HULL  CHARTERED  ACCOUNTANTS  STU- 
DENTS* Society.— Lecture,  *'The  Accounts  of  a 
Builder  and  Contractor,"  by  Mr.  J.  A.  Walbank, 
A.C.A.,  at  the  Hall  of  the  Incorporated  Law  Society, 
Bowlalley  Lane ;  7.45  p.m. 


f  ailuteB  anb  JStlla  ot  Sale  in  £n^Ian^ 
an^  Males* 


According  to  Kemp's  Mercantile  GaBette,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  Jan.  i8th,  was  161,  viz.: — 
New  Bankruptcy  Proceedings  published  in  the  London  Gasette, 
93  ;  Deeds  of  Arrangement  registered,  68.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were : 
Bankruptcies,  113;  Deeds  of  Arrangement,  78~total,  191 ; 
being  a  decrease  ot  30.  The  total  number  of  commercial 
failures  recorded  during  the  3  weeks  of  the  present  year  is 
394 ;  the  total  number  recorded  in  the  corresponding  3 
weeks  of  last  year  was  464,  showing  a  decrease  of  70. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
Jan.  i8th,  was  144.  The  number  in  the  corresponding  week 
of  last  year  was  133,  showing  an  increase  of  11.  The  total 
number  filed  during  the  3  weeks  of  the  present  year  is  362  ; 
the  total  number  filed  in  the  corresponding  3  weeks  of 
last  year  was  383,  showing  a  decrease  of  21. 


Debentures. 


The  Mortgages  and  Charges  registered  by  limited 
oompanies  in  England  and  Wales  during  the  week  ending 
Friday,  Jan.  i8th,  amounted  to  /3, 287,073,  by  way  of 
addition  to  ;^67i,o73,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  /i, 282.222,  showing  an  increase  of 
;^2, 004,85 1.  The  total  amount  registered  during  the  3 
weeks  of  the  present  year  is  ;^5.56o,i64  (in  addition  to  the 
issues  in  previous  years  by  the  same  companies),  as 
compared  with  ;^4.747}734  for  the  corresponding  3  weeks 
in  1906,  showing  an  increase  of  /8i2,43o. 


The  Profession  in  Scotland. 


Edinburgh  Chaptered  Acoeantants  Biadents' 
Society. 


At  a  recent  meeting  of  this  Society  an  informal  discussion 
took  place  on  sundry  subjects,  of  which  previous  notice  had 
been  given  to  the  members,  and  the  following  resolutions 
were  adopted :— 


January  26,  1907. 


THE    ACCOUNTANT 


186 


(i)  That  the  '* Check-Figure**  System  might  be  adopted 
to  advantage  by  businesses  where  the  transactions  consist  of 
many  small  items,  but  that  it  was  yet  to  be  seen  whether  it 
woold  be  of  equal  benefit  where  large  sums  were  concerned. 

(2)  That  the  "  Loose-leaf"  Ledger  was  a  great  boon  to 
legal  offices,  so  far  as  the  business  books  were  concerned, 
but  with  regard  to  the  Cash  Ledger  it  was  essential  that  the 
key  of  the  lock  of  the  binding  should  be  in  the  custody  of 
either  one  of  the  principals  or  a  confidential  clerk  who  had 
no  connection  with  the  cash  department. 

(3)  That  testamentary  trustees  ought  to  set  aside  for 
depreciation  a  portion  of  the  dividends  received  on  shares  in 
ships  held. 

(4)  That  calculating  or  adding  machines  would  not  be  of 
great  service  to  the  accountant,  unless  the  magnitude  of 
his  business  permitted  of  a  member  of  the  stafif  being 
specially  retained  as  operator,  who  would  thus  be  thoroughly 
proficient  in  the  use  of  such  a  machine. 


Faculty  of  letuaries  in  Scotland. 


The  third  sessional  meeting  for  the  current  session  of  the 
Faculty  of  Actuaries  in  Scotland  was  held  on  the  14th  inst. 
in  the  Faculty's  Hall,  Edinburgh.  Mr.  Archibald  Hewat, 
President,  who  occupied  the  chair,  made  reference  to  the 
loss  sustained  by  the  actuarial  profession  through  the  recent 
death  of  Dr.  Hahn,  of  Magdeburg,  who  was  President  of  the 
International  Congress  of  Actuaries  which  met  in  Berlin  in 
September,  and  one  of  the  founders  of  the  German  Federa- 
tion for  Insurance  Science. 

Mr.  Alfred  Ernest  Sprague,  D.Sc,  M.A.,  F.F.A.,  F.I. A., 
Assistant  Secretary  of  the  Edinburgh  Life  Assurance  Com- 
pany, submitted  a  paper  entitled  "  Paid-up  Policies  and 
Surrender  Values."  The  object  of  the  author  was  to  devise 
a  scheme  according  to  which  these  values  could  be  calculated 
with  a  minimum  of  labour ;  and  the  greater  part  of  the 
paper  is  taken  up  with  a  purely  technical  demonstration  of 
the  processes  recommended.  At  the  conclusion  the  following 
popular  explanation  of  the  nature  of  a  surrender  value 
was  given : — 

The  business  of  insurance  is  based  on  the  principle  of 
averages — a  large  number  of  persons  contributing  sums  into 
a  common  fund  or  '*  pool,"  which  is  divided  amongst  those 
members  who  sustain  loss  by  the  happening  of  the  event 
insured  against.  For  example,  the  owner  of  a  house  is 
liable  to  the  risk  of  his  property  being  destroyed  by  fire, 
and  such  a  loss  would  be  heavy  if  it  fell  entirely  upon  the 
individual.  The  risk  of  fire  is  small,  and  by  means  of  fire 
insurance  it  is  spread  over  so  large  a  number  of  persons  that 


the  burden  upon  each  is  trifling.  Each  holder  of  a  fire 
policy  pays  a  small  periodical  premium  to  the  office,  and 
the  total  premiums  thus  received  enable  the  office  to  make 
good  the  losses  of  those  policy-holders  whose  property  is 
burnt.  That  is  to  say,  the  losses  of  the  few  are  met  almost 
entirely  out  of  the  premiums  paid  by  the  many  policy- 
holders whose  property  is  not  burnt.  By  paying  the  small 
premium  the  individual  policy-holder  is  to  that  extent  out 
of  pocket,  but  he  receives  in  exchange  the  assurance  that  if 
a  fire  does  take  place  the  loss  will  be  borne  for  him.  In 
other  words,  he  incurs  the  certainty  of  a  trifling  outlay  in 
order  to  remove  the  possibility  of  a  serious  loss.  As  the 
premiums  paid  to  the  office  each  year  are  only  sufficient  to 
meet  the  claims  arising  in  that  year,  and  remunerate  the 
office  for  its  trouble  and  expense  in  managing  the  business, 
it  is  clear  that  no  return  of  premium  can  be  made  to  those 
persons  who  sufier  no  loss  by  fire.  This  is  now  generally 
understood  by  business  men  who  continue  to  pay  fire  pre- 
miums year  after  year  without  getting  any  tangible  return 
for  their  money.  They  recognise  the  fact  that  the  pre 
miums  they  have  paid  have  gone  to  recoup  the  losses  of 
other  policy-holders  less  fortunate  than  themselves,  and  to 
meet  the  necessary  expenses  of  management. 

When  life  assurance,  however,  is  in  question,  some  people 
still  find  it  difficult  to  understand  why  the  office  is  unable  to 
refund  all  the  premiums  paid  by  any  policy-holder  who 
wishes  to  discontinue  his  policy.  They  overlook  the  funda- 
mental principle  of  the  business,  which  is,  as  already 
explained,  the  payment  of  claims  out  .of  contributions 
received  from  other  policy-holders,  in  order  to  spread  the 
individual  losses  over  a  large  area  and  thus  minimise  their 
effect.  It  is  certain  that  out  of  a  large  number  of  persons 
some  will  die  in  a  year,  and  although  the  proportion  of  deaths 
can  be  predicted  with  comparative  accuracy,  it  is  impossible 
to  foresee  which  individuals  will  die.  The  assurance  office 
collects  premiums  from  a  large  body  of  policy-holders  on 
the  condition  that  it  will  pay,  as  and  when  they  die,  cer- 
tain sums  to  their  representatives.  If  the  probability  of 
death  were  the  same  at  all  ages,  the  premiums  required  to 
enable  the  office  to  pay  the  claims  as  they  arise  would  be 
the  same  at  all  ages,  and  the  transaction  would  be  precisely 
similar  to  fire  insurance— each  year's  premium  meeting  each 
year's  claims,  expenses,  ^c,  and  leaving  nothing  over  which 
could  be  returned  as  a  "surrender  value.'*  As  is  well 
known,  however,  the  probability  of  death  increases  with  each 
year  that  passes,  the  increase  being  very  marked  as  old  age 
approaches.  The  premium  paid  for  life  insurance  usually 
remains  of  the  same  amount  during  the  whole  term  of  the 
policy,  being  •*  levelled  up  "  in  such  a  way  that  in  the  long 
run  the  office  receives  enough  to  pay  all  the  claims.  This 
"  levelling  up  *'  has  the  effect  of  making  the  premium  greater 
at  the  beginning  of  the  assurance  but  less  towards  the  end 
of  life  than  is  necessary  to  cover  the  risk  ;  and  therefore  th^ 
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claims  of  the  first  few  years'  assurance  are  less  than  the 
premiums  received  in  that  time,  so  that  the  office  gradually 
accumulates  a  fund,  or  **  reserve  "  as  it  is  called.  After  the 
lapse  of  a  number  of  years,  when  the  lives  become  old  and 
die  more  rapidly,  the  claims  will  necessarily  exceed  the  pre- 
miums, and  the  difference  has  therefore  to  be  met  out  of  the 
fund  accumulated  in  the  earlier  years.  This  fund  is  held 
by  the  office  for  the  benefit  of  the  policy-holders  as  a  whole, 
and  if  one  of  them  wishes  to  discontinue  his  policy  it  is  only 
equitable  that  he  should  be  entitled  to  a  share  of  it.  This 
share  is  what  is  known  as  the  "surrender  value"  of  the 
policy. 

Now,  as  the  fund  is  formed  only  from  the  balance  of  the 
premiums  left  over  after  payment  of  the  claims,  expenses, 
&c.,  it  is  clear  that  the  total  fund  will,  as  a  rule,  be  much 
less  than  the  total  premiums  paid,  and  during  the  early 
years  it  will  be  only  a  very  small  proportion  thereof.  It 
follows  that  each  individual's  share  of  the  fund  (t.f.,  the 
surrender  value  of  his  policy)  must  generally  be  much  less 
than  the  premiums  paid. 

The  subsequent  discussion  was  taken  part  in  by  Mr. 
Chatham,  Mr.  Low,  Mr.  Gunn,  Mr.  M*Lauchlan,  Mr. 
Maxwell,  Mr.  Rankin,  Mr.  M'Intosh,  Mr.  Evans,  Mr.  Hart 
(a  visitor),  and  the  President. 

Dr.  Sprague  replied,  and  was  thereafter,  on  the  motion 
of  the  Chairman,  accorded  a  hearty  vote  of  thanks. 
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Xea^fng  Httfcles* 


The   Leeds  and    District  Chartered  Accoun- 
tants Students'  Association. 


T 


HE  recent  annual  dinner  of  the  Leeds  and 
District  Chartered  Accountants  Students* 
Association  (a  full  report  of  which  appeared  in 
our  issue  of  the  5th  ult.)  appears  to  have  been 
a  great  success.  The  chair  was  taken  by  Mr. 
John  Gordon,  F.C.A.,  the  President  of  the 
Association,  and  the  company  included  the 
President  of  the  Institute  of  Chartered  Accoun- 
tants, the  President  of  the  Society  of  Accoun- 
tants and  Auditors,  and  many  others. 
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In  the  course  of  his  interesting  presidential 
address  Mr.  Gordon  mentioned  the  desira- 
bility of  registration  for  the  profession,  and 
pointed  out  that  this  method  of  dealing  with 
the  difficulties  obtaining  would  have  the 
advantage  of  leaving  existing  differences  of 
membership  untouched.  It  is,  perhaps,  an 
open  question  whether  Mr.  Gordon  is  right  in 
assuming  that  it  is  the  young  Chartered 
Accountants  in  particular  who  have  been  the 
chief  opponents  of  registration  in  the  past. 
Undoubtedly  it  is  they  alone  who  would  be 
called  upon  to  make  some  sacrifices  were 
some  scheme  for  registration  to  be  carried 
through,  but  the  opposition  to  such  a 
scheme  has  been  by  no  means  restricted  to 
them  in  former  years.  At  the  same  time, 
while  undoubtedly  there  has  been  a  good 
deal  of  modification  of  opinion  during 
recent  years,  it  may  be  doubted  whether  the 
time  has  yet  been  reached  when  a  majority 
of  Chartered  Accountants  would  favour  a 
scheme  of  registration,  even  if  the  effect  of 
that  scheme  were  to  restrict  the  practice  of 
accountancy  to  those  entitled  to  be  enrolled 
upon  the  Register,  while  registration  without 
such  restrictions  would  probably  interest  no 
one.  A  point  that  seems  to  be  lost  sight  of  in 
this  connection  is  that  while  undoubtedly  it 
would  be  necessary,  in  order  to  secure  the 
benefits  of  any  form  of  restrictive  legislation,  to 
open  the  doors  wide  to  practically  all  applicants 
then  claiming  admission,  provision  would 
certainly  be  made  at  the  same  time  for 
exercising  a  very  strict  measure  of  control 
over  all  registered  accountants.  The  result 
of  this  would  be  that  although  in  the  first 
instance  a  large  number  of  undesirable  persons 
would  no  doubt  have  to  be  admitted  pro- 
^^'sionally,    it    ought    not    to    be    very    long 


before  an  active  and  vigilant  Investigation 
Committee  had  succeeded  in  striking  off 
the  roll  all  those  practitioners  whose  con- 
duct rendered  them  undesirable  members  of 
the  profession.  So  long  as  any  Act  that  might 
be  passed  provided  really  effective  powers  of 
expulsion  in  suitable  cases,  but  little  harm  would 
be  done  by  \aaa/ing  the  initial  rights  of  «ntry 
fairly  wide,  and  that  harm — such  as  it  was — 
would  be  merely  transient. 

On  the  subject  of  Sinking  Funds  and  the 
so-called  redemption  of  assets  (whatever  the 
expression  may  mean)  Mr.  Gordon  showed 
himself  rather  at  sea.  Nor  do  we  see  why 
questions  of  obsolescence  should  be  ignored 
merely  because  obsolescence  is  thought  to  be  a 
hideous  word.  We  are  afraid  that  no  useful 
purpose  is  likely  to  be  served  by  loose  talking. 
To  us  it  seems  that  the  statement  that  "the 
"  opposition  to  the  efficiency  of  a  Sinking  Fund 
"  arose  largely  from  a  general  aversion  to 
"  municipal  trading  "  is  meaningless,  for,  even 
supposing  that  the  opponents  of  municipal 
trading  in  toto  are  as  unreasonable  in  their 
prejudices  as  municipalists  may  wish  to  think 
them,  we  really  do  not  know  why  they  should 
be  accused  of  " opposing "  the  "efficiency"  of 
a  Sinking  Fund,  or  of  anything  else.  It  is 
inefficiency  —  or  insufficiency,  rather — that 
rational  persons  are  more  likely  to  object  to, 
and  upon  this  aspect  of  the  matter  Mr. 
Gordon  was  silent.  Possibly,  however,  this 
was  owing  to  an  excess  of  that  **  imagination  '* 
which  he  regards  as  indispensable  to  the 
accountant.  We  entirely  agree  with  this 
proposition  in  general  terms,  but  imagination 
— like  everything  else — should,  of  course,  be 
under  control.  We  think  it  desirable  to  express 
a  doubt  as  to  whether  it  is  expedient  for 
accountant  students  and  young  practitioners  to 
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enter  a  witness-box  with  the  idea  prominently 
before  them  that  it  is  their  duty  to  surmise  what 
a  cross-examining  lawyer  is  after  before  answer- 
ing his  questions.  They  may  rest  assured  that 
if  the  cross-examiner  knows  his  business  they  will 
not  find  out  what  he  is  after  until  it  is  too  late 
to  be  of  any  service.  In  the  meantime  they  are 
far  more  likely  to  give  their  evidence  correctly 
and  usefully  if  they  concentrate  their  attention 
upon  the  true  facts,  and  their  energies  upon 
truthfully  answering  the  questions  that  are  put 
to  them.  If  the  questions  put  to  them  are  so 
framed  as  to  distort  the  facts,  it  is  the  duty  of 
the  re-examining  counsel  to  bring  matters  into 
their  proper  perspective. 

Mr.  W.  B.  Peat,  who  responded  to  the  toast 
of  "  The  Institute  of  Chartered  Accountants," 
referred  to  the  fact  that  it  was  in  Yorkshire 
that  he  had  achieved  his  great  successes  as  an 
accountant.  He  referred  to  the  enormous 
growth  in  the  number  of  practitioners  since 
1880,  and  repeated  the  views  that  he  has 
expressed  from  time  to  time  elsewhere  upon 
the  desirability  of  some  step  being  taken  in  the 
near  future  with  a  view  to  bringing  about  some 
efficient  means  of  controlling  the  profession, 
and  of  excluding  those  who  are  either  incom- 
petent or  undesirable. 

Replying  to  the  toast  of  "  The  Visitors," 
Mr.  J.  S.  R.  Phillips  mentioned  that  he 
thought  there  was  much  in  common  between 
the  qualities  that  went  to  make  a  good 
accountant,  and  those  that  were  required  in 
journalism.  It  is,  of  course,  true  that  both 
have  to  deal  with  accounts,  although  the 
term  is  employed  by  accountants  in  a  much 
more  technical  and  restricted  sense  than  by 
journalists,  with  whom  it  is  regarded  as  being 
practically  identical  with  narrative.  We  are 
sceptical,   however,  whether  the  resemblance 


gets  much  beyond  this  point ;  for  whereas  the 
journalist  invariably  seeks  to  create  a  precon- 
ceived impression  in  the  mind  of  his  reader, 
the  accountant  aims  at  placing  the  facts  before 
his  hearer,  leaving  him  to  form  his  own 
opinions.  However  that  may  be,  it  is,  we 
think,  beyond  dispute  that  the  number  of 
accountants  who  are  successful  journalists  is 
extremely  limited,  whereas  the  journalist  who 
is  a  competent  accountant  is  practically  non- 
existent. For  all  this,  however,  it  is  quite 
likely,  we  think,  that  Mr.  Phillips  is  right, 
and  that  each  profession  might  learn  much  by 
studying  the  requirements  of  the  other. 

In  conclusion,  we  must  congratulate  the 
Executive  of  the  Leeds  and  District  Chartered 
Accountants  Students'  Association  upon  a  very 
successful  evening,  while  the  fact  that  their 
membership  has  increased  from  fifty-two  to 
fifty-nine  during  the  past  year  may  be  regarded 
as  further  evidence  of  progress — a  progress 
which  is  attended  by  special  difficulties  in  the 
case  of  Leeds,  by  reason  of  the  somewhat 
exceptionally  large  area  from  which  the 
members  have  to  be  drawn. 


The  Metric  System  of  Accounts. 


VI  R.ARTHUR  CHAMBERLAIN,  the  chair- 

"^  man  of  Kynoch,  Lim.,  has  issued  a  state- 
ment bearing  upon  the  conversion  of  that 
company's  accounts  and  records  to  the  metric 
system,  which  raises  a  number  of  points  of  con- 
siderable interest  in  view  of  the  possibility 
that  the  pioneer  work  about  to  be  undertaken 
by  Messrs.  Kynoch  may  at  some  future  date 
have  to  be  followed  by  all  other  manufacturing 
houses  in  this  country. 

We  understand  that,  so  far  as  it  relates  to 
what  is  described  as  the  interior  work  of  th 
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undertaking,  the  whole  of  the  clerical  work 
will  be  carried  out  in  metrics,  but  that  that 
portion  of  the  work  which  relates  to  dealings 
with  the  outside  world  will  only  be  shown  in 
metrics  30  far  as  these  measures  are  already  in 
use  with  customers  carrying  on  business  in 
countries  where  the  metric  system  already 
obtains.  Dealings  with  British  and  American 
customers  will — perforce — remain  upon  the 
same  lines  as  heretofore.  According  to  Mr. 
Chamberlain,  the  changes  necessary  will  be 
neither  difficult  nor  expensive.  At  each 
receiving  office  an  English  weighing  machine 
will  be  retained  for  checking  the  weights  of  all 
goods  received,  and  these  weights  will  then  be 
translated  into  kilogrammes,  and  the  cost  of 
the  goods  into  pounds  and  decimals  of  a  pound 
sterling.  For  facility  of  calculation  cards  of 
equivalents  will  be  provided,  so  that  no  actual 
calculation  will  in  fact  be  necessary.  At  this 
stage  we  may  point  out,  however,  that  it  seems 
to  us  it  would  be  a  distinct  advantage — at  all 
events  in  the  earlier  stages  of  the  new  system — 
if  the  goods  were  actually  weighed  in  kilo- 
grammes as  well  as  in  tons,  and  the  totals  of 
the  two  weight  columns  tested  periodically. 
This,  we  think,  would  provide  a  more  effective 
safeguard  against  practically  inevitable  errors 
than  the  employment  of  equivalent  cards, 
which  may,  of  course,  easily  be  misread.  The 
goods  once  having  been  converted  into  metrics, 
all  processes  thereafter  through  the  works  will 
continue  to  record  them  as  so  many  kilo- 
grammes, priced  out  in  decimals  of  the  pound 
sterling;  while  measures  of  capacity  will  be 
similarly  converted  into  litres,  and  measures  of 
length  into  metres.  At  this  stage  undoubtedly 
a  considerable  saving  of  clerical  labour  will  be 
practicable,  on  account  of  the  simplification  of 
Uculations  in   the  decimal  system ;  and  we 


imagine  that  this  economy  will  be  found 
especially  advantageous  in  connection  with  the 
costs  department,  where  somewhat  minute 
calculations  are  the  rule  rather  than  the  excep- 
tion. The  costs  so  ascertained  in  decimals  of 
a  pound  will  provide  the  basis  for  the  selling 
price  similarly  expressed,  and  by  means  of 
another  table  of  equivalents  the  goods  sold  can 
be  readily  invoiced  up  in  pounds,  shillings  and 
pence  in  the  usual  way.  Whether  they  will  be 
so  invoiced  to  customers  abroad  is  not  quite 
clear  from  the  statement  before  us.  Probably 
it  would  be  a  convenience  to  these  customers, 
as  facilitating  calculations  upon  their  part,  if 
the  money  values  were  expressed  in  decimals 
of  a  pound ;  but  that,  after  all,  is  not  a  very 
important  point,  one  way  or  the  other. 

Considerable  stress  is  laid  upon  the  advan- 
tage of  appealing  to  foreign  buyers  through  the 
medium  of  a  catalogue  framed  on  measures 
that  they  understand,  and  can  at  once  com- 
pare with  the  descriptions  to  which  they  are 
accustomed.  It  seems  to  us,  however,  that  so 
far  as  the  catalogue  question  is  concerned,  it 
would  be  a  perfectly  simple  matter  to  have  a 
foreign  catalogue,  based  on  metrics,  without 
revolutionising  the  whole  of  the  system  of 
internal  accounting.  The  practical  difficulty  in 
the  way  is,  we  imagine,  rather  that  for  the 
great  majority  of  purposes — that  is  to  say,  in 
all  cases  where  there  is  nothing  very  special  to 
be  gained  by  the  contrary  practice — it  has  been 
usual  for  those  employing  English  weights  and 
measures  to  manufacture  articles  to  dimensions 
that  can  be  readily  expressed  through  these 
mediums  without  the  employment  of  compli- 
cated fractions.  Thus  for  a  very  large  number 
of  purposes  it  would  probably  not  be  very 
material  whether  (say)  the  thickness  of  an 
article  were  one  inch,  or  "025  of  a  metre ;  but 
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to  express  one  inch  accurately  in  metres  would 
involve  a  large  number  of  figures  which  would 
complicate  calculations,  even  after  making 
every  allowance  for  the  added  simplicity  of 
the  decimal  system. 

Another  point  that  occurs  to  us  is  that  if  the 
Cost  Accounts  are  to  be  kept  in  metrics,  it 
necessarily  follows  that  wages  must  be  charged 
up  through  the  various  Cost  Accounts  in  the 
same  way.  It  is,  of  course,  quite  possible  to 
do  this,  and  yet  to  actually  pay  wages  in 
pounds,  shillings  and  pence ;  but  the  dual 
medium  necessarily  involves  additional  account- 
ing, and  it  would  be  interesting  to  know 
whether  the  extra  cost  of  this  is  to  be  faced, 
and  is  regarded  as  worth  incurring  on  account 
of  the  advantages  derived  in  other  directions, 
or  whether  Messrs.  Kynoch  propose  to  arrange 
with  their  employees  that  their  wages  shall  in 
all  cases  be  computed  in  decimals  of  a  pound, 
and  the  weekly  or  fortnightly  total  then  paid 
on  the  nearest  equivalent  in  pounds,  shillings, 
and  pence.  When  the  basis  of  the  wages  is 
time,  there  is,  of  course,  not  very  much  in  this 
point ;  but  with  piecework  the  matter  is  of  con- 
siderable importance,  as  otherwise  the  number 
of  individual  items  that  would  have  to  be  con- 
verted into  metrics  would  be  sufficient  to 
seriously  increase  the  cost  of  the  whole  system. 

It  is  estimated,  we  understand,  that  the 
adoption  of  metrics  will  in  point  of  fact 
increase  the  costs  of  administration,  and  the 
increase  is  estimated  at  i  per  cent,  of  the 
annual  net  profits.  This,  however,  can  of 
coarse  only  be  approximate,  for  the  cost  would 
in  the  ordinary  course  of  things  have  no  very 
direct  relationship  to  the  net  profits,  which 
would  by  no  means  vary  directly  with  the 
amount  of  clerical  work  involved  in  the  business 
undertaken.     We  can  quite  understand  that. 


upon  the  system  foreshadowed,  the  expenses 
will  show  an  increase  for  the  future ;  but  that 
it  should  do  so  does  not  appear  to  us  to  con- 
stitute a  very  powerful  argument  in  favour  of 
the  adoption  of  the  metric  system,  seeing  that 
its  chief  claim  to  consideration  is  its  alleged 
simplicity,  which  should  involve  a  correspond- 
ing saving  of  time,  and  consequently  of  money. 
But,  however  that  may  be,  the  experiment  is  a 
most  interesting  one,  and  our  readers  will 
doubtless  be  glad  to  be  furnished  with  further 
particulars  as  soon  as  sufficient  time  has 
elapsed  to  enable  its  practical  advantages  and 
disadvantages  to  be  developed  in  the  course 
of  actual  working. 


The  Audit  of  the  First   Balance   Sheet  of  a 
Limited  Company.— 1. 


/^UR  issue  of  the  29th  December  last  con- 
^  tained  a  full  report  of  the  lecture  delivered 
by  Mr.  Matthew  Mitchell,  C.A.,  at  a  meet- 
ing of  the  Glasgow  Chartered  Accountants 
Students'  Society  on  the  22nd  of  the  previous 
month,  the  full  title  of  which  is  **  Special  Points 
"arising  in  the  Audit  of  the  First  Balance 
**  Sheet  of  a  Limited  Company  formed  to 
'*  acquire  a  Going  Business."  It  will  be  seen 
that  the  subject  selected  was  a  somewhat 
general  one,  which,  although  undoubtedly  of 
very  considerable  importance,  hardly  lends 
itself  to  treatment  upon  very  advanced  lines, 
because  if  what  we  may  roughly  describe  as 
the  "  Intermediate  "  standard  be  exceeded,  it 
becomes  necessary  to  deal  with  a  number  of 
different  points  at  far  greater  length  than 
would  be  practicable  within  the  limits  of  any 
one  lecture. 

It  must  not  be  supposed,  however,  on  this 
account,  that  the  paper  now  before  us  is  by  ar 
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means  devoid  of  interest,  even  to  practitioners. 
On  the  contrary,  it  covers  a  very  large  amount 
of  ground,  and  although  probably  not  one 
single  point  that  arises  is  exhaustively  treated, 
the  paper  as  a  whole  may  be  regarded  as 
infinitely  suggestive,  and  will  indeed  probably 
be  valued  (by  practitioners  at  all  events)  at 
least  as  much  for  what  it  suggests,  as  for  what 
it  explains  in  detail. 

As  an  instance  of  what  we  mean  in  this  con- 
nection we  may  refer  to  the  statement  that  it 
is  advantageous  that  two  solicitors  should  be 
employed  in  preparing  the  agreement  of  sale — 
one  on  behalf  of  the  vendors,  and  one  on  behalf 
of  the  purchasing  company.  With  a  view 
doubtless  to  reducing  expenses  it  is  a  very 
common  thing  for  all  the  necessary  legal 
business  to  be  transacted  by  the  promoter's 
solicitors,  with  the  result  that  the  company  is 
virtually  unrepresented.  While  similarly  the 
vendors,  if  they  be  other  than  the  promoters, 
are  often  also  dependent  upon  the  promoter's 
solicitors  for  the  preservation  of  their  interests. 
Such  a  state  of  affairs  throws  more  responsi- 
bility upon  the  solicitors  than  is  either  right  or 
proper.  The  respective  interests  of  vendor, 
promoter,  and  company  are  to  a  large  extent 
antagonistic  in  most  cases,  and  are  by  no  means 
necessarily  identical  even  in  the  case  of  a  one- 
man  company.  It  is,  therefore,  hardly  fair  to 
expect  that  one  firm  of  solicitors  can  satisfac- 
torily protect  the  interests  of  each  one  of  the 
opposing  parties,  and  it  is  pretty  certain  that  in 
practice  no  very  serious  attempt  to  do  so  is 
invariably  made.  The  promoters  generally 
come  first,  the  vendors  a  bad  second,  and  the 
company  nowhere.  The  point  has  perhaps  not 
very  much  to  do  with  the  audit  of  the  new 
company's  first  Balance  Sheet,  but  it  arises 
ometimes  when,  owing  to  the  lack  of  due  con- 


sideration in  the  construction  of  the  agreement 
to  purchase,  it  is  found  that  its  terms  are  either 
quite  unintelligible,  or  else  provide  for  some- 
thing entirely  different  to  the  arrangements 
originally  contemplated.  It  may  be  added  that 
the  employment  of  one  firm  of  solicitors  to  look 
after  the  interests  of  three  opposing  parties  does 
not  invariably  result  in  the  interests  of  the 
party  that  actually  pays  being  alone  considered, 
although,  of  course,  that  is  the  most  serious 
danger.  In  some  cases  at  least  the  absence  of 
that  reasonable  discussion  which  the  employ- 
ment of  two  or  more  distinct  firms  would  involve 
results  in  terms  being  approved  which  fail 
to  record  the  intention  of  the  parties,  or 
(as  is  sometimes  the  case)  in  terms  which  it  is 
absolutely  impossible  for  the  parties  to  carry 
out,  thus  necessitating  a  supplementary  con- 
tract with  all  its  attendant  inconveniences. 

Attention  is  very  properly  directed  to  the 
importance  of  the  auditor  making  himself 
familiar  with  the  provisions  contained  in  the 
company's  articles  of  association,  or,  in  the 
absence  of  such  articles,  with  the  provisions 
contained  in  Table  A — whether  the  old  or  the 
amended  edition.  It  should  be  borne  in  mind 
that  the  last-named  is  not  retrospective,  and 
thus  only  applies  to  companies  registered  on  or 
before  the  ist  October  1906.  Any  company 
registered  before  that  date  may,  however,  bring 
itself  under  the  operation  of  the  new  Table  A 
by  passing  a  special  resolution  to  that  effect, 
whether  or  not  special  articles  of  association 
had  previously  been  filed.  It  would,  no  doubt, 
be  a  great  convenience  to  auditors  if  the  pro- 
visions of  the  new  Table  A  were  to  become 
general,  if  only  because  it  would  obviate  the 
necessity  of  their  continually  referring  to  and 
considering  the  provisions  contained  in  diverse 
special  articles,  some  of  which  are  anything 
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but  clearly  drawn.  A  point,  however,  that  the 
lecturer  omits  to  mention,  and  which  is,  it 
seems  to  us,  of  even  greater  importance,  is  that 
the  memorandum  of  association  of  the  company 
defines  the  company's  objects ;  and  from  the 
point  of  view  of  the  auditor  it  may  equally  be 
said  to  define  the  several  purposes  to  which  the 
company's  assets  may  be  applied.  Any  appli- 
cation of  the  assets  of  a  company  towards  a 
purpose  not  included  in  the  company's  memo- 
randum is  ultra  vires;  and  this,  it  may  be 
remembered,  was  the  difficulty  experienced  by 
the  Birmingham  Small  Arms  Co.,  Lim.,  in 
defending  itself  against  the  action  brought  by 
Sir  Alfred  Newton,  which  we  discussed  in 
these  columns  some  six  months  since.  Every 
difficulty  in  connection  with  the  Secret  Reserve 
might  have  been  got  over,  had  it  been  competent 
for  the  company  to  hand  its  surplus  assets  over 
to  two  or  more  of  its  directors  for  them  to  deal 
with  in  such  manner  as  they  might  think  fit. 
In  that  case,  the  legal  ownership  having  been 
transferred  from  the  company  to  the  directors, 
clearly  no  further  inquiry  into  the  matter 
need  be  made  by  the  company's  auditors, 
and  no  disclosure  made  in  the  company's 
accounts.  The  memorandum,  however,  did 
not  authorise  the  company  to  part  with  its 
assets  in  this  way,  and  thus  the  directors  had 
to  discover  another  means  of  achieving  the 
purpose  that  they  had  in  view.  In  a  like 
manner,  of  course,  the  application  by  a  company 
of  any  of  its  funds  towards  the  payment  of 
corrupt  commissions  would  be  illegal,  and 
therefore  ultra  vires. 


TRIleeblp  notes. 


ThA  ntta         -^"^^  ^°  going  to  press  we  learn,  in  the 

**  iMorpomtad     case    of    Society    of   Auountants    and 

AMOttBtant.**      Auditors  v,  Goodway  and  Others,  that  an 

ioj  unction   has    been  granted  restraioiog  defendants 

from  the  ase  of  the  accountancy  designation  **  Incor- 


porated Accountant,'*  leave  to  appeal  being  granted. 
The  proceedings  are  given  fully  in  our  Law  Reports 
this  week. 


BanklDtf  Praetloe.  ^""^i^g  *he  recent  examination  of  two 
An  inUreBtintf     late  members  of  the  Stock  Exchange, 
^  °  whose    affairs    are    now    being  dealt 

with  in  bankruptcy,  a  rather  peculiar  point  was  dis- 
closed. The  parties  in  question  appear  to  have  bought 
certain  securities  for  clients,  who  paid  20  per  cent,  as 
margins,  the  remaining  80  per  cent,  of  the  advances 
being  obtained  from  banks  on  the  strength  of 
the  securities,  which  were  lodged  with  them.  At 
the  time  of  the  failure  the  banks  held  all  these 
s  curities,  which  were  ultimately  realised,  and,  as  a 
result,  several  large  claims  were  made  against  the 
estate  by  the  parties  who  had  paid  the  margins.  In 
the  course  of  the  examination  it  was  said  that  the 
pledging  of  these  securities  beyond  the  80  per  cent, 
was  very  unfair,  but  on  behalf  of  the  bankrupts  it  was 
pointed  out  that  the  stocks  were  in  their  own  names, 
and  that  they  had  no  control  over  the  action 
of  the  banks  when  bankruptcy  supervened.  It  was 
stated  that  the  custom  of  the  Stock  Exchange 
oa  all  loans  was  that  the  bank  had  the  right  to  retain 
the  stock  until  not  only  the  80  per  cent,  borrowed 
thereon,  but  all  other  private  loans  were  paid.  It 
would  be  very  interesting  to  know  whether  this  state- 
ment is  founded  upon  fact.  Perhaps  some  of  our 
readers  may  be  able  to  hark  back  on  their  experience 
for  a  similar  point. 


BMlnen  Men  M  ^°  *^®  course  of  a  very  interesting 
Oovernment  article  in  a  recent  issue  of  Commercial 
Adviseri.  Intelligence,  discussing  the  question  of 
the  organisation  of  commercial  bodies,  it  is  remarked 
that  our  principal  foreign  rivals  have  probably  little,  if 
any,  advantage  over  us  in  the  matter  of  direct  assist- 
ance which  they  receive  from  their  Governments  in 
the  development  of  foreign  trade,  but  in  Germany  and 
Hungary  the  opinion  of  practical  business  men  is 
evidently  more  highly  valued  in  the  councils  of 
their  Governments  than  it  is  in  our  own.  Ger- 
many has  no  Minister  of  Commerce,  but  the  duties 
attached  to  such  an  office  are  performed  by  one 
of  the  departments  of  the  Imperial  Ministry  of  the 
Interior.  The  head  of  this  department  has  several 
assistants  called  Councillors,  each  of  whom  is  charged 
with  the  study  of  one  or  more  particular  subjects. 
This  department  woiks  indepe'  dently  of  the  Foreign 
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Office,  and  is  thus  able  to  publish  information 
much  earlier  than  the  latter  can  do.  The  informa- 
tion derived  from  German  Consular  officers  is  also 
dealt  with  by  the  same  source,  and  all  reports  are 
remitted  to  the  Chambers  of  Commerce,  whose  duty 
it  is  to  pass  these  on  to  the  various  members. 
The  Chambers  of  Commerce  are  semi-official  bodies, 
whose  functions  and  activities  are  strictly  regulated  by 
law.  They  may  be  said  to  be  representative  bodies, 
inasmuch  as  their  members  are  elected  by  the  manu 
facturers  and  wholesale  dealers  in  each  district.  They 
are  required  to  make  annual  reports  to  the  Department 
of  Commerce,  they  deal  with  complaints  of  German 
business  men,  and  appeal  to  the  Government  where 
necessary,  and  they  are  said  to  be  especially  valuable 
to  the  Government  as  sources  of  information  which 
comes  directly  from  the  business  interests  involved. 
Hungary  appears  to  boast  of  several  such  bodies, 
among  which  are  the  Council  of  State  Industry,  the 
Council  of  Public  Traffic,  the  Council  of  Public 
Edifices,  and  the  Council  of  Customs  Matters.  We 
are  also  told  that  the  Government  sometimes  submits 
for  discussion  to  committees  of  experts,  convoked  for 
such  purpose  only,  the^  text  of  proposed  Bills  and  of 
Ministerial  Orders.  In  any  case,  it  appears  to  be 
quite  a  common  practice  for  the  Government  to  lay 
proposals  bearing  upon  commerce  and  industry  before 
the  Chambers  of  Commerce,  so  that  their  opinions  may 
be  obtained.  We  are  not  quite  sure  whether  the 
Chambers  of  Commerce  in  this  country  are  all  that 
might  be  desired,  but  if  it  were  a  practice  to  consult 
their  opinions  upon  commercial  points,  doubtless  in 
time  a  very  competent  class  of  members  would  be 
attracted,  thus  raising  the  level  all  round.  At  any  rate, 
we  appear  to  have  something  to  learn  from  the  two  coun- 
tries in  question,  as  it  is  not  unreasonable  to  urge  that 
business  men  should  be  allowed  to  express  their 
opinions  upon  Government  measures  dealing  with 
commerce  and  industry. 


A  Point  In  '^^®  recent  case  of  Re  Goldfields  of 
Company         Matahele  Land,    Lint.,   should    not   be 

Liquidation.  overlooked.  A  resolution  for  volun- 
tary winding-up  had  been  passed  by  the  company,  but 
a  shareholder  who  was  dissatisfied  with  the  arrange- 
ment, and  for  other  reasons  alleged  in  his  petition, 
applied  for  a  compulsory-  order.  This  was  refused,  but 
on  appeal  leave  was  given  to  cross-examine  the 
managing  director  and  the  secretary,  and  it  was  ulti- 
mately decided  that  a  case  had  been  made  out  for 


investigation.  It  was  directed  that  a  meeting  of  share- 
holders should  be  called  to  determine  the  point  as  to 
whether  voluntary  winding-up  should  continue  or  a 
compulsory  order  be  made.  A  meeting  was  held,  and 
it  was  reported  that  out  of  the  60  shareholders  attend- 
ing in  person  44  were  in  favour  of  continuing  the  volun- 
tary winding-up  and  16  voted  for  a  compulsory  order, 
and  that  shareholders,  representing  either  in  person 
or  b/ proxy  176,575  shares,  were  in  favour  of  voluntary 
winding-up ;  and,  on  the  other  hand,  holders  of  43,992 
shares  were  in  favour  of  a  compulsory  winding-up. 
It  was  held  that  sufficient  grounds  had  not  been  shown 
to  justify  the  Court  in  refusing  to  carry  out  the  wishes 
of  the  large  majority  of  the  shareholders,  especially  as 
they  were  supported  by  creditors  for  a  large  amount. 


GonioUdatod  Rate  Adverting  to  our  note  last  week  upon 
Collection.  the  move  made  by  the  city  of  Hull  in 
the  direction  of  a  consolidated  rate,  it  is  interesting  to 
note  that  official  sanction  has  just  been  obtained  by 
Leicester  for  the  combination  of  the  staffs  at  present 
separately  collecting  local  rates  and  water  rentals. 
The  idea  of  one  central  office  in  which  the  district 
rate,  poor  rate,  and  the  water  rentals  can  be  paid  is 
certainly  good,  and  is  a  step  in  the  direction  of  a  con- 
solidated rate.  Much  argument  appears  to  have  taken 
place  with  regard  to  the  question  as  to  why  gas  rentals 
should  be  excluded  from  the  new  arrangements.  The 
difficulty  may  be  that  local  rates  are  usually  collected 
yearly  or  half-yearly,  while  gas  rentals  fall  due 
quarterly.  It  is  rather  difficult  to  see  why  gas  rentals 
should  be  excluded,  especially  as  at  present  the  idea 
seems  to  be  confined  to  a  central  receiving  office,  and 
not  a  central  charging  office. 


The  Law  of       Those  interested  in  libel  cases  should 
Libel.  not  overlook  Edmondson  v.  John  Birch 

&  Co,,  Lint,,  in  which  Pullman  v.  Hill  &  Co,  was  dis- 
tinguished. A  letter  which  had  been  dictated  to  a 
shorthand  clerk,  afterwards  typewritten  and  copied  in 
a  letter  book,  and  a  certain  cable,  which  was  in  code, 
and  a  translation  in  a  cable  book  were  the  main  factors 
in  the  situation.  The  question  turned  on  the  matter 
of  privilege,  and  in  the  Lower  Court  Mr.  Justice 
Lawrence  held  that  the  occasion  was  privileged,  as  the 
letter  and  the  cablegram  were  dictated  in  the  usual  and 
ordinary  course  of  business,  and  that  there  was  no 
evidence  of  malice,  but  he  felt  himself  bound  by  the 
decision  of  the  Court  of  Appeal  in  the  case  we  have 
mentioned.    It  was  held  that,  the  business  communica^ 
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tion  being  privileged,  the  privilege  covered  all  the 
incidents  of  the  transmissions  and  treatment  of  that 
communication  in  the  ordinary  and  usual  way.  The 
appeal  was  therefore  allowed.  With  regard  to  Pullman 
V.  Hill  &  Co.,  in  which  a  merchant  wrote  a  libellous 
docament,  which  was  copied  by  his  clerk,  the  ground 
of  the  decision  was  that  the  merchant  was  not  doing  a 
thing  in  the  ordinary  course  of  his  business.  The  facts 
are  rather  interesting,  and  an  instructive  summary  will 
be  found  in  the  Law  Times,  January  19th  last. 


Most  of  our  readers  are  aware  that 
every  will  has  to  be  construed,  so  far 
as  realty  and  personalty  areccncemed,  as  if  it  had  been 
made  immediately  before  the  death  of  the  testator, 
unless  a  contrary  intention  appears  by  the  will.  This 
is  generally  convenient,  but  difficulties  arise  where  the 
nature  of  property  which  has  been  specifically 
bequeathed  has  been  changed  between  the  date  of  the 
will  and  the  date  of  the  death.  In  the  case  of  Re  Slater 
the  testator  bequeathed  the  interest  arising  from  money 
invested  in  the  Lambeth  Water  Works  Company,  but 
between  the  date  of  the  will  and  the  date  of  the 
testator's  death  the  undertaking  was  acquired  by  the 
Water  Board  under  the  Metropolis  Water  Act,  1902, 
and  a  sum  of  Metropolitan  Water  Board  Stock  had 
been  issued  to  the  testator  in  substitution  for  his  stock 
in  the  Lambeth  Water  Works  Company.  It  was  held 
that  the  description  of  the  specific  bequest  did  not 
apply  at  the  death  to  the  Metropolitan  Water  Board 
Stock,  and  it  did  not  pass  under  the  bequest. 


— .    w       «    .  A    The  Globe  calls  attention  to  the  fact 
Th«  lAw  Society 

mad  Solieiton*     that     four    of    the    members    of   the 


Committee  which  the  Law  Society 
has  now  appointed  to  consider  the  safeguarding 
of  clients*  moneys  were  members  of  the  similar 
Committee  which  sat  in  1900.  This  Committee 
found  it  necessary  to  remind  solicitors  that  they 
were  not  bankers,  and  ought  not  to  make  use  of 
clients'  moneys  in  their  hands.  It  was  added  that, 
where  accounts  are  properly  and  carefully  kept,  the 
books  speak  for  themselves,  and  there  is  no  absolute 
necessity  for  any  separate  banking  account  to  secure 
this.  It  was  subsequently  stated  that  many  solicitors 
did  keep  a  separate  banking  account,  identified  as  a 
trust  fond,  and  the  Committee  thought  this  course  was 
very  desirable.  It  will  be  interesting  to  learn  in  due 
course  what_they  now  think  of  the  same  point. 


Bolloltort*  and  1°  another  column  of  the  present  issue 
ClleatB*  Moneys.  ^^  give  a  report  of  the  address  delivered 
by  the  Vice-President  of  the  Law  Society  recently  at 
the  Society's  Hall,  upon  the  occasion  of  the  distribution 
of  certificates  of  distinction  to  law  students.  This 
address  is  of  especial  interest  at  the  present  time,  as  it 
serves  to  correct  the  exaggerated  views  that  are  being 
carefully  fostered  in  some  quarters  as  to  the  extent  to 
which  clients'  moneys  are  being  misapplied  and  made 
away  with.  It  is  possible  that  the  general  public  may 
get  an  exaggerated  view  of  the  matter  if  they  find 
reports  of  legal  proceedings  against  a  defaulting  solicitor 
continually  appearing  throughout  all  the  diffe-rent 
stages  of  that  procedure,  thus  giving  the  impression 
that  what  is  really  one  fraud  is  many.  We  hardly 
think,  however,  that  that  is  the  true  explanation. 
According  to  the  reports  of  prosecutions  the  public 
forms  the  general  impression  that  these  frauds 
are  increasing,  and  wonders  whether  there  are 
not  a  number  which  have  not  yet  been  detected. 
Moreover,  in  such  matters  it  is  useless  to  attempt  to 
get  away  from  the  fact  that  the  reputation  of  a  whole 
body  of  entirely  reputable  persons  may  be,  and  often 
is,  seriously  compromised  by  the  misconduct  of  a  few 
scoundrels.  In  this  connection  it  may  be  remembered 
that  it  took  the  accountancy  profession  many  years  to 
clear  itself  from  the  stigma  caused  by  the  inability  of 
quite  a  few  of  its  members  to  account  fully  in 
accordance  with  the  requirements  of  the  then  new 
Bankruptcy  Act,  1883.  The  point  is,  it  seems  to  us, 
not  so  much  whether  the  public  is  reasonable  in 
requiring  something  further  to  be  done  for  its  pro- 
tection, but  rather  as  to  whether  it  is  not  wiser  to  meet 
the  demand  than  to  attempt  to  question  its  reasonable- 
ness. At  the  same  time  there  can  be  but  little  doubt 
that  in  the  heat  of  debate,  and  in  the  very  natural 
indignation  at  the  tactics  pursued  in  the  first  instance 
by  the  Council  of  the  Law  Society,  many  solicitors 
have  by  their  utterances  and  their  letters  admitted  the 
need  for  some  drastic  reform,  and  in  these  circum- 
stances it  seems  to  us  idle  for  solicitors  to  now  attempt 
to  persuade  the  public  there  is  really  nothing  very 
much  the  matter. 


The  Law  Society  At  a  special  general  meeting  of  the 
and  Proxlee.  Law  Society,  held  on  the  25th  ult.,  the 
President,  Mr.  Henry  Attlee,  moved  that  the  Council 
of  the  Society  be  requested  to  consider,  and  report  to 
an  early  special  meeting,  the  best  means  of  ascertain- 
ing the  opinions  of  the  whole  body  of  the  members  of 
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the  Society  upon  questions  on  which  a  poll  has  heen 
demanded  and  granted,  hy  means  of  voting  papers. 
The  resolution  was  carried  unanimously,  practically 
without  discussion.  It  is  remarkable  that  hitherto  the 
only  form  of  poll  sanctioned  by  the  Society's  bye-laws 
was  one  requiring  the  personal  attendance  of  the  voter 
— an  arrangement  which,  of  course,  effectually 
prevented  the  poll  from  providing  any  reliable  index 
as  to  the  views  of  members  throughout  the  country. 
There  is,  of  course,  not  the  slightest  reason  why  a  poll 
should  not  be  taken  through  the  medium  of  the  post 
upon  lines  similar  to  those  obtaining  under  the  bye- 
laws  of  the  Institute  of  Chartered  Accountants ;  but,  at 
the  same  time,  it  is  quite  conceivable  that  these  regula- 
tions might  be  so  made  that  even  the  scrutineers  had 
no  knowledge  of  the  identity  of  those  voting  either  for 
or  against  the  motion. 


Advice  ^  contemporary  has  pointed  out  that 
Conoernlikg  the  draft  report  of  Sir  Charles  Dilke 
Income  Tax.  referring  to  the  recent  inquiry  of  the 
Select  Committee  on  Income  Tax  contains  the  state- 
ment that,  while  it  has  been  stated  in  evidence  that 
many  taxpayers  place  themselves  in  the  hands  of  pro- 
fessional agents  paid  by  commission,  the  Committee 
desire  that  it  should  be  made  generally  known  that 
applicants  are  entitled  to  obtain  gratuitous  advice  and 
assistance  from  the  Surveyor  of  Taxes.  It  may  well 
be  questioned  whether  it  is  desirable  that  the  public 
should  be  made  acquainted  with  these  remarkable 
regulations.  Those  who  have  had  experience  know 
that  a  number  of  Income-tax  Surveyors  are  very  con- 
scientious and  painstaking  in  the  advice  that  they  give 
to  those  members  of  the  public  who  consult  them,  but 
they  know  also  that  in  all  cases  of  doubt — and  it  is 
only  in  such  cases  that  advice  is  really  called  for — the 
Surveyor  occupies  a  position  of  dual  responsibility,  and 
invariably  acts  in  favour  of  his  department.  It  is  not, 
of  course,  in  reason  to  suppose  that  he  would  do  other- 
wise, or  that  the  Board  of  Inland  Revenue  would  wish 
him  to  do  otherwise.  That  being  the  case,  it  is  clear 
that  those  who  want  to  be  well  served  must  employ 
independent  persons,  and  must  be  content  to  pay  for 
the  services  that  are  rendered  to  them.  Assuming  that 
they  take  reasonable  care  to  employ  responsible 
people,  and  recognise  that,  as  a  rule,  those  who 
advertise  are  not  those  who  occupy  the  highest  posi- 
tion, there  is  every  reason  to  suppose  that  they  obtain 
^1  value  for  their  money. 


Friendly  Society    Our   contemporary  the   Sheffield   Telc- 
Aadits.  f^raph,  in  an  article  extending  to  nearly 

a  column,  expresses  the  view  that  the  system  of  audit 
hitherto  employed  by  friendly  societies  is  a  failure,  and 
that  something  more  efficient  is  now  required  to  take 
its  place.  These  views  have,  apparently,  been 
suggested  by  an  inquiry  now  pending  in  the  Sheffi  Id 
Police  Court,  into  the  merits  of  which  it  is  unnecessary 
for  us  to  go.  Our  contemporary's  conclusions,  whether 
justified  or  not  in  this  particular  case,  are  by  no  means 
original.  For  years  past  we  have  pointed  out  that  the 
statutory  provisions  with  regard  to  the  audit  of  friendly 
societies'  accounts  are  most  unsatisfactory,  whichever 
of  the  available  alternatives  be  employed.  Two 
members,  both  utterly  ignorant  of  even  the  funda- 
mental principles  of  account  and  business,  form  no 
more  efficient  a  safeguard  than  one  for  the  purposes  of 
detecting  irregularities  or  dishonesty  on  the  part  of 
accounting  officials.  Although,  no  doubt,  some  of  the 
public  auditors  may  be  competent,  it  certainly  cannot 
he  said  that  they  are,  by  reason  of  their  selection  by 
the  Treasury,  in  all  cases  fitted  to  discharge  the 
duties  that  devolve  upon  them  as  sole  auditors  of 
registered  friendly  societies.  The  audit  provisions  of 
the  Building  Societies  Act,  1894,  are  by  no  means 
ideal,  but  they  are  certainly  far  better  suited  to 
friendly  societies  than  those  which  at  present 
obtain. 


The  In   the   course  of    a  lecture    on   the 

Metric  Bystom.  metric  system,  delivered  on  the  23rd 
ult.  in  connection  with  the  Chartered  Institute  of 
Secretaries,  Mr.  S.  Jackson,  M.A.,  pointed  out  that  the 
crowning  merit  of  the  system  was  to  be  found  in  the 
relations  of  volume,  capacity,  and  weight.  The  litre 
was  equal  to  the  cubic  decimetre,  and  its  weight  when 
filled  with  water  was  a  kilogramme,  thus  reducing 
many  calculations  which  would  be  intricate  on  the 
English  system  to  a  surprising  extent.  Without  wish- 
ing to  underrate  the  importance  of  some  recognisable 
connection  between  measures  of  length,  capacity,  and 
weight,  we  may  point  out  that  there  could  be  no  such 
thing  as  a  uniform  connection  independent  of  atmos- 
pheric conditions.  It  would  be  like  ignoring  differences 
in  foreign  exchanges  to  ignore  the  fact  that  a  ^iven 
volume  of  water  or  any  other  commodity  will  not 
always  weigh  the  same  amount,  and  for  many  purposes 
serious  inaccuracies  would  be  caused  if  uniformity 
were  to  be  of  necessity  assumed. 
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Baakrapt 
aolieltora. 


Commenting  upon  the  new  Act  i  f 
Parliament  which  gives  the  Law 
Society  power  to  refuse  to  renew  the  certificate  of  a 
solicitor  who  is  an  undischarged  bankrupt,  The  Financial 
Xeu's  suggests  that  there  would  be  a  good  deal  to  be 
said  in  favour  of  refusing  a  certificate  to  a  solicitor 
against  whom  judgments  were  outstanding,  adding  that 
in  one  case  which  recently' came  before  it  there  were 
no  less  than  twenty-two  judgments  recorded  against  a 
solicitor,  some  of  which  were  certainl}'  uot  satisfied. 
We  wonder  what  our  contemporary  would  make  of  a 
case  in  which  it  was  for  a  long  time  found  impossible 
to  serve  a  solicitor  with  notice  of  attachment,  because 
he  was  himself  the  Registrar  of  the  local  County  Court 
and  the  solicitor  who  acted  for  him  was  the  High 
Bailiff. 


TlM  A  letter  from  "  Common  Sense,*'  appear- 

RAmiuMmtioik 
of  Executors    ^^^   ^   ^  recent  issue  of    The    Times, 

and  Tnuten.  suggests  that  now  that  the  Public 
Trustee  Act  has  been  passed  the  time  has  come  for 
the  Legislature  to  assent  to  the  principle  that  executors 
and  trustees  ought  to  be  entitled  to  receive  reasonable 
remuner4tion  unless  they  choose  to  renounce  it,  such 
remuneration  being,  of  course,  subject  to  review  by  a 
Taxing  Master.  There  is  no  doubt  much  to  be  said  ia 
f  ivour  of  this  view,  more  particularly  bearing  in  mi  d 
the  fact  that  the  nearest  relations  of  the  deceased  are 
by  no  means  necessarily  those  most  suited  to  carry  out 
the  trusts  imposed  in  his  will.  It  may  be  added,  more- 
over, that  in  the  United  States,  in  Australia,  and 
doubtless  elsewhere,  provision  exists  for  the  payment 
of  those  upon  whom  the  execution  of  a  will  devolves* 
and  that  the  system  appears  to  work  perfectly 
in  practice. 

lunrlBtf  atalnst   ^^^     contemporary      The      Svlicitors' 
RmwnalM  on      Journal  is   apparently  doing    its  best 
AppMi.  j^    belittle    the    significince    of    the 

fact  disclosed  in  the  course  of  a  case  which 
was  recently  held  before  Mr.  Justice  Phillimore, 
that  litigants  sometimes  eftect  an  insurance  against 
loss  caused  by  unsuccessful  appeals  or  against 
loss  caused  by  a  successful  decision  in  the  Court  of 
first  instance  being  upset  on  appeal.  Our  contemporary 
seems  to  think  that  this  is  somewhat  of  a  reflection 
upon  the  administration  of  justice,  and  is  at  some  pains 
to  assert  that  the  practice  is  altogether  insignificant,  if 
not  almost  unknown.  It  occurs  to  us  that  if  it  be 
really  a  fact  that  the  amount  of  business  done  in  this 
way  by  Lloyds  is  but  trifling,  it  is  only  because  the 


manifest  advantages  of  insurance  in  such  cases  have 
not  hitherto  been  sufficiently  appreciated.  It  is 
notorious  that  decisions  are  frequently  appealed 
against  by  the  unsuccessful  party,  and  that  as  a  result 
losses  are  sustained  by  the  party  successful  in  the  first 
instance,  whether  or  not  the  appeal  be  allowed.  If  the 
appeal  be  allowed,  he  is  obviously  far  worse  off*  than  if 
he  had  lost  his  case  in  the  Court  of  first  instance.  It  is 
entirely  reasonable  to  insure  against  such  contingencies 
when  the  amount  involved  is  too  much  to  be  conveni- 
ently risked,  having  regard  to  the  means  of  the  litigant, 
and  we  feel  sure  that,  if  it  were  more  generally  known 
that  such  losses  could  be  insured  against,  a  very  large 
business  could  be  done  in  this  way.  Whether,  how- 
ever, it  could  be  made  into  a  paying  business  would 
depend  entirely  upon  the  acumen  of  those  who  had  to 
determine  the  rates  chargeable  in  each  case,  and  at  the 
present  time  there  would,  it  seems  to  us,  be  always  a 
certain  amount  of  lottery  with  regard  to  the  view  that 
the  Court  of  Appeal  would  take  upon  most  matters 
that  come  before  it. 


Order  '^^^  decision  in  Re  Button;    ex  parte 

and  DiBpoiition.  Havasvde  is  of  very  great  interest  to 
those  whose  practice  includes  matters  of  bankruptcy. 
The  bankrupt  had  certain  goods  in  his  possession  which 
came  within  the  "  order  and  disposition  "  clause  out- 
lined in  the  Bankruptcy  Act,  1883.  He  presented  his  own 
petition,  and  the  person  to  whom  the  goods  in  question 
belonged  tendered  a  proof  against  the  bankrupt*8  estate 
for  the  value  of  the  goods  on  the  ground  that  the  bank- 
rupt's act  in  filing  his  own  petition  gave  rise  to  a  claim 
of  damages  for  a  breach  of  undertaking  to  sell  or  return 
the  goods.  It  was  argued  that  in  case  of  distress  where 
one  person's  goods  were  lawfully  seized  for  another 
person's  debt,  the  owner  of  the  goods  was  held  entitled 
to  indemnity.  On  the  other  hand,  it  was  contended 
that  the  bankrupt  had  not  committed  any  breach  of 
contract  by  filing  his  petition,  and  that  the  loss  was 
due  to  the  operation  of  the  bankruptcy  law,  consequent 
upon  the  goods  being  in  possession  of  the  bankrupt 
with  the  consent  of  the  true  owner,  so  as  to  bring  them 
within  the  "order  and  disposition"  clause.  The 
trustee  in  the  bankruptcy  had  rejected  the  proof,  and 
the  appeal  which  was  now  made  against  such  rejection 
was  dismissed.  Mr.  Justice  Bigham  remarked  that  the 
appellant  had  lost  his  goods  by  operation  of  law,  and 
not  by  any  act  of  the  bankrupt,  and  he  did  not  think 
there  was  any  hardship,  for  it  was  his  own  conser* 
which  placed  his  goods  in  jeopardy. 
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Llttie  Banks. 


A  correspondent  of  a  contemporary 
calls  attention  to  the  risk  which  many 
persons  run  by  having  transactions  with  the  numerous 
minor  banks  which  still  exist  in  most  large  cities.  The 
attraction  seems  to  be  the  absence  of  charge  for  keep- 
ing the  account,  and  the  allocation  of  a  small  amount 
of  interest  for  the  minimum  balance ;  and  it  is  sought 
to  show  that  in  order  to  give  these  terms  the  small 
banks  must  go  outside  the  range  of  legitimate  banking, 
or,  to  put  the  matter  in  another  way,  they  must  run 
risks  which  the  large  banks  avoid.  The  irony  of  the 
matter  is  that  the  very  persons  who  could  afford  to 
deal  with  such  institutions  will  not  look  at  them,  while 
those  who  should  give  them  a  very  wide  berth  are  most 
apt  to  take  their  accounts  in  that  direction.  It  is,  of 
course,  well  known  that  the  more  important  joint-stock 
or  private  banks  are  prepared  to  keep  an  account 
without  charge,  provided  that  a  sufficient  balance  is 
maintained  to  remunerate  them  for  their  trouble.  The 
size  of  the  balance,  of  course,  varies  in  each  particular 
case,  but  in  these  competitive  times  there  should  not 
be  any  necessity  for  the  average  person  to  court  the 
expensive  luxury  of  a  small  bank,  when  he  can  obtain 
absolute  security  at  only  slightly  increased  cost  with 
the  larger  institutions. 


Ttlephone  ^^  the  course  of  the  hearing  of  an 
Agreementa.  application  for  a  new  trial  of  the  case 
of  H,M,  Postmaster 'General  v.  King,  it  was  pointed  out 
that  there  was  no  obligation  on  anyone  to  have  a 
telephone,  but  if  be  did  he  was  bound  to  pay  the  second 
year's  rent,  unless  he  gave  three  months*  notice  to 
determine  the  contract.  His  Honour  Judge  Rentoul, 
K.C.,  who,  it  may  be  remembered,  raised  the  question  of 
the  reasonableness  of  post  office  telephone  agreements 
at  the  previous  hearing,  said  that  the  case  had  never 
really  been  put  before  him  in  the  proper  way,  and  as 
the  circumstances  were  now  quite  clear  he  would  grant 
a  new  trial,  and  if  the  defendant  chose  to  appeal  he 
could  do  so. 


Proxies. 


The  decision  in  Sadgrove  v.  Bryden  and 
Others  settles  the  point  that  if  a  proxy 
is  stamped  at  the  time  of  its  execution  any  blanks  in  it 
may  be  filled  in  afterwards  by  any  person  duly 
authorised.  In  the  case  in  question  the  form  of  proxy 
was  properly  stamped  when  executed,  but  the  date  of 
the  meeting  and  the  date  of  its  execution  were  left 
blank.  It  appears  that,  at  the  time  of  the  execution, 
the  date  of  the  meeting  and  whether  there  was  going 


to  be  a  meeting  or  not  were  undetermined.  Before 
the  meeting  was  held,  the  person  nominated  as  proxy 
received  authority  by  cablegram  to  fill  in  the  blanks 
which  he  did,  and  used  the  document  at  the  meeting 
The  objection  taken  to  the  validity  of  the  proxy,  there- 
fore, failed. 

ThePoblication     The  Financial  News  calls  attention  to 

of  Particalars      the  fact  that  it   is    approached  with 

conosmin^  the  .        ^ 

Estates  of  Oeooased  increasmg  frequency  by  the  solicitors 
Persons.  ^q  deceased  persons'  estates,  and  by 
the  friends  of  deceased  persons,  requesting  that  any 
reference  to  the  amount  at  which  the  estate  has  been 
sworn,  or  to  the  various  devises  and  bequests  which 
have  been  made,  should  be  excluded  from  its  columns. 
Our  contemporary  adds  that  where  such  particulars 
are  not  of  imperative  public  interest  it  always 
endeavours  to  comply  with  the  request,  but  as  the 
movement  is  said  to  be  assuming  proportions  of  a 
general  attempt  to  exclude  such  particulars,  it  is, 
perhaps,  a  question  whether  it  ought  to  be  allowed  to 
go  so  far.  It  is  also  said  that  while  there  may  be 
certain  circumstances  under  which  the  publication  of 
such  particulars  would  be  a  source  of  annoyance,  in 
the  great  majority  of  cases  the  deceased  is  nothing 
more  than  a  name,  and,  for  those  who  take  a  personal 
interest  in  the  matter,  even  if  such  particulars  were  not 
published,  they  could  always  obtain  the  information 
by  a  small  expenditure  at  Somerset  House. 


Business  Men  '^^^  Council  of  the  Birmingham 
as  University  University,  in  accordance  with  the 
Advisers.  decision,  recently  arrived  at,  to  estab- 
lish an  advisory  board  of  business  men  to  co-operate 
with  the  Professors  in  the  Faculty  of  Commerce,  have, 
it  is  said,  secured  the  services  of  the  following  well- 
known  gentlemen :— Mr.  Neville  Chamberlain,  Mr. 
G.  H.  Claughton,  Mr.  F.  Dudley  Docker,  Mr.  A.  H. 
Gibson,  Mr.  Edward  Hickman,  Mr.  W.  E.  Hipkins, 
Mr,  J.  S.  Taylor,  and  Mr.  T.  Sydney  Walker.  We 
understand  that  the  board  has  been  created  for  a  period 
of  two  years,  until  it  is  seen  how  the  experiment 
answers.  We  have  no  doubt  that  if  it  is  a  success  the 
institution  will  become  permanent,  the  idea  being  to 
induce  a  steady  flow  of  fresh  life  through  the  board, 
hence  the  short  term  of  office. 


Capital  V. 
Revenue. 


The  case  of  Ashton  &  Co,,  Lim,,  and 
Others  v.  Honey  and  Others  should  on 
no  account  be  overlooked.  The  directors  of  a  com- 
pany passed  a  resolution  that  a  sum  of  ;£'250,  by  way 
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of  commission,  should  be  paid  to  the  directors  in  con- 
sideration of  their  efforts  towards  effecting  a  contract 
with  another  company,  and  that  the  commission  should 
be  regarded  as  capital  outlay.  The  company's  articles 
provided  that  if  any  director  should  be  called  upon  to 
perform  extra  services,  or  make  special  exertions  on 
behalf  of  the  company  or  its  business,  or  give 
special  attention  to  the  business  of  the  company,  such 
director  might  be  remunerated  either  by  a  fixed  sum, 
or  by  a  percentage  of  profits,  or  otherwise,  as  might  be 
determined.  The  question  raised  by  the  motion  was 
whether  the  resolution  in  question  was  ultrd  vires  or 
not.  Mr.  Justice  Parker  is  reported  to  have  said  that 
although  the  company  could  vote  sums  as  special 
remaneration  to  directors  the  amount  so  paid  could  not 
be  debited  to  capital  if  they  were  to  be  carried  to  the  Profit 
and  Loss  Account  as  working  expenses.  He  went  on  to 
say  that  no  special  article  could  allow  such  sums  to  be 
debited  to  capital  outlay  instead  of  profit  and  loss,  and 
Primd  facie  they  ought  to  be  debited  to  the  latter.  In 
the  present  case  he  thought  no  injunction  was  neces- 
sary, but  there  would  be  a  declaration  that  the  company 
might  pay  the  sums  in  question  out  of  any  moneys  in 
their  bands  for  the  time  being,  but  that  such  sums 
ought  to  be  debited  to  profit  and  loss,  and  not  to 
capital.  We  doubt  whether  this  decision  will  be 
favourably  received  throughout  the  accountancy  world, 
aod  will  doubtless  lead  to  some  discussion.  We  might 
point  out  that  it  is  quite  obvious  that  the  amount 
cannot  be  debited  to  capital  as  well  as  profit  and  loss, 
but  as  to  which  of  the  two  be  the  ultimate  destination 
must  necessarily  be  affected  by  the  particular  circum- 
stances of  the  question. 


(rotre0pon&ence  an&  Bnautries. 


Current  Xaw« 


{Umdtf  this  heading  are  noted  from  time  to  time  the  salient 
features  of  decisions  of  interest  whichy  so  far,  have  no/ 
appeared  in  our  "  Law  Reports,"  As,  however,  these 
notes  are  necessarily  greatly  condensed,  reference  should 
in  ail  cases  be  made  to  the  fuller  report  when  it  appears,) 

Bankruptcies  and  Insolvencies. 
Re  Webster;  ex  parte  The  Trustee.  K.B.D. 

Held  (reversing  dec L* on  of  County  Court  Judge  at 
Northallerton)  that  upon  A.,  a  debtor  of  B.,  paying  the 
amoant  owing  by  him  to  B.  over  to  C,  who  had 
obtained  a  garnishee  order  nisi,  which  was  never  made 
absolute,  on  the  bankruptcy  of  B.  A.  must  account  to 
his  tmstee  for  the  amount  so  paid  to  C.  without  proper 
anthority.— (Ttiff^,  Jan.  29.) 


All  communlcatloos  to  the  Editor  should  be 
by  letter  only. 


[We  are  at  all  times  ready  to  insert  correspondence  em 
matters  of  interest  to  the  Profession,  but  we  do  not  of  course 
hold  ourselves  in  any  way  responnble  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents,  not  necessarily  for 
publication,  but  as  a  guarantee  of  good  faith.} 


Professional  Etiquette. 

(To  the  Editor  of  The  Accountant.) 

Sir, — A  case  similar  to  the    following    has    been 

discussed  before,  but  I  shall  be  glad  to  hear  the  views 

of  your  readers  and  yourself  again. 

I  have  been  asked  to  prepare  the  accounts  annually 

of  a  small  hotel  by  some  friends  of  mine.    Up  to  now  this 

has  been  done  by  another  Chartered  Accountant  from 

a  neighbouring  town,  who  was  employed  before  I  was 

out  of  my  articles.     Now  that  I  am  in  practice  my 

friends,  who  are  the  co-owners  (not  a  limited  company), 

think  I  should  have  the  work,  and  offer  it  to  me. 

Am  I  justified  in  accepting  it  ?  There  is  nothing  against 

the  previous  auditor,  he  is  a  very  capable  F.C.A.,  but 

being  a  young  practitioner  I  can't  afford  to  throw  away 

even  a  small  fee. 

Yours  faithfully, 

2yd  January  1907.  SEVERN,  A.C.A. 

[If  the  facts  are  as  stated,  there  can  be  no  possible 
objection. — Ed.  Acct.] 


A  Subject  for  Students'  Discussions. 

(To  the  Editor  of  The  Accountant.) 
Sir, — In  reading  reports  of  lectures  and  essays  at 
students'  meetings  and  other  gatherings  of  the  profes- 
sion, it  would  appear  that  gentlemen  find  difficulty  in 
choosing  subjects  which  have  not  been  recently 
treated. 

May  I  suggest  a  practical  one  either  for  discussion 
or  for  comment  or  correspondence  in  your  columns. 

The  best  procedure    under   the  following  circum- 
stances : — 

A  trader,  whose  books  have  been  a  Sales  Ledger 
and  a  Purchases  Ledger  only,  without  a  Cash  Book, 
but  with  loose  and  incomplete  memoranda  of 
expenses,  dies    suddenly,  and    intestate,  le? 
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widow  and  children.    An  accountant  is  placed  in 
charge  with  instructions  to  continue  the  business 
for  the  present,  and  to  produce  a  statement  of 
aflfairs,  together  with  a  Trading  and  Profit  and 
Loss  Account  for  the  last  few  years,  and  to  advise 
the  administrators  as  to  feasibility  and  prudence 
of  continuiog  the  business  for  the  benefit  of  the 
intestate's  family  or  of  disposal  of  it  otherwise. 
I  submit  such  circumstances,  which  are  of  freque:.t 
occurrence,  make  considerable  call  upon  the  student's 
knowledge  of   "Executorship    Law    and    Accounts," 
"Auditing,"  "  Investigauoa,"  "  Agaacy,"  and  upon  his 
business  acumen  and  common  sense. 

Yours  truly, 

NORTHERN. 
January  z^th  1907. 


ttbe  Birmtfidbam  Cbarterefe  accountant 
Stuoents'  Socfeti?. 


The  Present  Le8:al  Position  of  Auditors,  their 
Rls:hts  and  Responsibilities. 


By  J.  J.  Parfitt,  B.A.,  Barrister-at-Law 

A    PAPER    read    before    the    Birmingham    Society    on 
October  30th  1906,  Mr.  A.  H.  Gibson,  F.C.A.,  presiding. 


It  will  be  noticed  that  the  present  paper  deals  with  the 
legal  rights  and  responsibilities  of  auditors  strictly  so 
called.  It  would  require  a  series  of  papers  to  deal  satis- 
factorily with  the  rights  and  responsibilities  of  account- 
ants, and  I  cannot  pretend  to  have  a  sufficient  knowledge 
of  the  various  detailed  duties  of  such  a  body  to  deal  pro- 
perly and  carefully  with  the  technical  matters  that  would 
be  involved  in  such  an  inquiry. 

I  propose  to  speak  to  you  about  auditors,  about  those 
skilled  persons  whose  duty  it  is  to  examine  the  accounts  of 
a  company,  firm,  or  person,  so  as  to  ascertain  the  exact 
financial  condition  of  their  or  his  affairs  at  a  given 
moment ;  and,  further,  I  propose  to  limit  the  inquiry  still 
more — namely,  to  an  investigation  of  the  rights  and  respon- 
sibilities of  private  as  distinguished  from  official  auditors. 
The  latter  are  oflicers  connected  with  or  appointed  by  one 
or  other  of  the  Government  departments,  the  former  are 
now  usually  professional  men  (not  amateurs)  selected  by 
the  persons  interested  in  the  work  to  be  done. 

The  office  of  auditor  is  undoubtedly  a  very  old  one.  At 
first  it  was  held  by  persons  who  were  in  form  and  sub- 
stance Government  officials,  and  their  main  duty  would 
seem  to  have    been    in    early    times    to  check  orally  the 


accounts  which  had  to  be  submitted  to  them.  But  as  time 
passed,  and  the  commercial  transactions  of  the  country 
became  more  important  and  complicated,  it  gradually 
became  the  practice  for  merchants  and  others  to  appoint 
men  to  keep  their  accounts  and  to  prepare  statements  of 
them  from  time  to  time.  Hence  was  gradually  evolved  a 
body  of  trained  and  experienced  professional  men,  who.sc 
status  was  only  gradually  recognised  by  the  State,  and  it 
must  seem  strange  to  the  members  of  this  Society  that  it 
was  not  until  the  year  1880  that  the  Institute  of  practising 
professional  accountants  (itself  formed  in  1870)  obtained 
its  Royal  Charter.  Some  of  the  larger  Scotch  towns,  like 
Edinburgh,  Glasgow,  and  Aberdeen,  had  been  successful 
earlier  in  the  same  direction.  ITius  gradually  and  surely 
the  profession  of  an  auditor  came  to  be  recognised,  and  the 
rights  generally  of  a  professional  man  are  not,  as  a  rule, 
difficult  to  determine.  These  depend  upon,  and  are  defined 
by,  the  bargain  between  the  auditor  and  the  company, 
firm,  or  person  by  whom  he  is  employed,  and  the  auditor 
should  at  the  outset  of  the  j>erformance  of  his  work 
ascertain  precisely  what  piece  of  work  he  is  engaged  to 
perform,  what  facilities  are  to  be  afforded  to  him  for 
carrying  it  out,  and  what  payment  he  is  to  receive  for  his 
services.  His  duties  are  highly  responsible  and  varied. 
He  may  be  engaged  to  audit  accounts  on  behalf  of  traders 
who  desire  to  find  out  their  financial  position,  or  who 
desire  some  check  upon  their  accountancy  department ;  he 
may  be  employed  to  report  on  the  accounts  with  a  view  to 
the  conversion  of  a  business  into  a  joint-stock  company,  01 
he  may  be  desired  by  a  committee  of  s'lareholders  to 
investigate  and  make  a  special  report  upon  the  affairs  of 
the  company,  or  to  perform  many  other  services.  In  all 
these  and  similar  cases  his  rights  and  duties  must  really 
depend  upon  the  contract  entered  into  by  him  with  the 
persons  who  engage  him.  This  much  is  at  least  clear,  that 
the  law  empowers  the  auditor  to  have  such  facilities  for 
doing  the  work  he  has  undertaken  to  do  as  will 
enable  him  to  exercise  reasonable  skill,  care,  and 
caution.  "Right"  and  "duty"  are  in  a  sense  correla- 
tive terms,  as  indeed  "  negligence "  and  "  duty  "  are. 
The  auditor  is,  whatever  the  general  terms  of  his 
bargain  may  be,  entitled  to  the  information  from 
his  employers  (whether  furnished  by  account  books  or 
otherwise^  which  will  enable  him  to  discharge  his  duty  ; 
there  can  be  no  breach  of  duty  if  the  person  complaining 
of  it  refuses  to  furnish  the  auditor  with  the  material 
without  which  such  duty  cannot  be  performed.  All  this 
may  seem  rather  general  and  self-evident,  but  it  is,  I  think, 
useful.  The  rights  and  responsibilities  must  vary  accord- 
ing to  the  bargain  made  and  the  work  agreed  to  be  done. 
The  real  point,  however,  of  importance  to  those  entering 
the  profession  is  to  get  at  the  general  principles  which  at 
once  define  the  position  of  an  auditor  and  measure  his 
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responsibility,  and  one  of  tbe  best  ways  of  determining 
this  question  is  by  considering  his  duties  in  respect  of  that 
well-known  document  known  as  a  Balance  Sheet ;  and  I 
should  like  to  acknowledge  here  fully  the  great  help  I  ha^e 
derived  in  my  investigations  from  the  study  of  such  excel- 
lent works  as  "Pixley  on  Auditors,"  and  from  such  well- 
written  treatises  as  the  one  on  *•  Auditors,"  which  appears 
in  the  "  Encyclopaedia  of  tbe  Laws  of  England." 

After  a  careful  perusal  of  the  decided  cases,  I  think  that 
the  following  propositions  may  be  laid  down  as  embodying 
such  general  principles : — 

(i)  It  is  doubtful  whether  it  is  any  part  of  the  auditor's 
duty  to  inquire  into  the  validity  of  any  transactions 
appearing  in  the  account.  {Speckman  v,  Evans,  1868, 
L.R.  3  H.L.  171.) 

Point, — Ought  Joseph  Speckman  at  the  time  of  the 
winding-up  order  of  April  20th  1861  to  have  been  placed 
upon  the  list  of  contributories  of  the  Agriculturists'  Cattle 
Assurance  Company? 

It  became  a  question  whether  the  shareholders  of  the 
company  had  acquiesced  in  a  certain  arrangement  whereby 
the  appellant  Speckman  was  allowed  to  retire  from  the 
company  ?  This  acquiescence  depended  upon  the  question 
whether  a  certain  entry,  '^  Cancelled  Shares,"  was  so 
entered  as  to  affect  the  shareholders  with  knowledge.  It 
was  sought  to  impute  the  knowledge  of  the  auditors  to  the 
shareholders. 

The  following  extract  from  the  speech  of  Lord  Chelms- 
ford in  the  House  of  Lords  is  interesting: — "It  was  said 
''that  although  the  shareholders  might  have  been  kept  in 
'ignorance  of  the  arrangement  with  the  appellant  and 
''Others,  yet  that  it  must  have  been  known  to  the  auditors 
'of  the  company  and  that  their  knowledge  must  be 
'imputed  to  the  shareholders.  In  support  of  this  proposi- 
'  tion  the  opinion  of  Lord  Justice  Turner  in  NichoVs  case 
'was  again  refenred  to,  where  he  said,  '  There  were 
"auditors  of  this  company  appointed  by  the  shareholders. 
■  •  These  auditors  were,  within  the  scope  of  their  duty,  at 
"least  as  much  the  agents  of  the  shareholders  as  the 
"directors  were,  and  the  false  and  fraudulent  representa- 
"tions  were  discoverable  by  them.'  But  with  great 
'respect  for  every  opinion  entertained  by  the  late  learned 
'Lord  Justice,  I  cannot  help  expressing  a  doubt  whether 
"he  was  correct  in  treating  the  auditors  in  that  case  as  the 
'agents  of  the  shareholders,  or  in  holding  that  in  their 
"exercise  of  their  duty  they  would  necessarily  have  dis- 
"  covered  the  fraudulent  representations  of  the  directors. 
"  It  seems  to  me  unreasonable  that  in  the  present  case  the 
''auditors  are  agents  so  as  to  conclude  the  shareholders  by 
'their  knowledge  of  any  unauthorised  acts  of  the 
'directors.  It  would  be  no  part  of  their  office  to  inquire 
'into  the  validity  of  any  transaction  appearing  in  the 
'accotints  of  the  company." 


SpechmarCs  case  is  one  of  the  earliest  cases  in  which  an 
auditor's  responsibility  is  touched  upon,  and  although, 
upon  a  consideration  of  the  107th  clause  of  the  deed  of 
settlement  of  the  above-mentioned  company,  which  pre- 
scribed their  duty  "To  inspect,  examine,  and  check 
"receipts,  payments,  vouchers,  and  accounts  of  the  com- 
"pany,"  it  may  be  contended  that  their  duty  in  that  case 
did  not  extend  to  inquire  into  the  validity  of  the  par- 
ticular transaction,  the  general  principle  cannot  be  safely 
acted  upon,  and  I  do  not  think  that  auditors  act  upon 
this  view  of  the  law  in  practice.  Again,  the  case  turned 
rather  upon  a  point  of  agency  than  upon  any  point  which 
clearly  illustrates  what  the  duties  of  auditors  may  be. 

The  better  opinion  seems  certainly  to  be  this,  that  an 
auditor  must  deal  with  questions  of  validity  of  transac- 
tions, e,g»,  such  questions  as  the  violation  of  articles  of 
association  and  the  like,  at  all  events,  up  to  the  point 
where  the  taking  of  legal  opinion  becomes  necessary  or 
advisable. 

(2)  The  auditor  must  not  confine  himself  merely  to  the 
task  of  verifying  the  arithmetical  accuracy  of  the 
Balance  Sheet.  He  must  inquire  into  its  sub- 
stantial accuracy,  and  ascertain  that  it  contains  par- 
ticulars specified  in  the  articles  of  association,  and 
is  properly  drawn  up  so  as  to  contain  a  true  and 
correct  account  of  the  state  of  the  company's  affairs. 

The  following  case  is  a  sufficient  authority  for  this  pro- 
position—namely, the  Leeds  Estate^  Building  and  Invest- 
ment Company^  Lim,  v.  Shepherd  and  others  (36  Ch.D.  787). 
In  this  case  the  Balance  Sheets  on  which  the  dividends 
were  declared  wore  prepared  by  the  manager  of  the  com- 
pany. They  were  delusive ;  they  over-estimated  the  assets 
of  the  company,  and  were  framed  with  the  object  of  show- 
ing a  profit  available  for  a  dividend.  The  auditor  seems 
never  to  have  looked  at  the  articles  of  association,  but 
accepted  the  statements  of  the  manager,  and  certified  from 
time  to  time  that  the  accounts  submitted  to  him  were  true 
copies  of  those  shown  in  the  books  of  the  company.  No 
proper  statement  of  income  and  expenditure  or  auditor's 
report  was  ever  laid  before  the  company. 

The  argument  presented  to  the  Court  on  the  auditor's 
b^alf  was  this  :  — 

(a)  This  is  the  first  time  that  an  auditor  has  been  made  a 
defendant  to  an  action  of  this  character — namely, 
one  by  the  company  in  liquidation  for  damages  for 
breach  of  duty. 

(b)  The  auditor  in  this  case  was  a  mere  servant  of  the 
directors,  employed  at  first  at  a  salary  of  only  five 
guineas,  and  such  salary  never  exceeded  ;f  12. 

(c)  His  duty  was  merely  to  see  that  the  Balance  Sheet 
represented  and  was  a  true  result  of  what  appeared 
in  the  books  of  the  company ;  and  his  certificate 
went  no  further  than  that:  — 
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"I  certify  that  I  have  examined  the  above 
accounts,  and  find  them  to  be  a  true  copy  of  those 
shown  in  the  books  of  the  company." 

(d)  The  auditor  is  a  machine  for  this  purpose  only,  and 
a  true  Balance  Sheet  from  his  point  of  view  is  one 
which  shows  correctly  what  appears  in  the  com- 
pany's books.  When  he  finds  in  the  books  that  debts 
are  due  to  the  company,  all  he  can  do  is  to  ask  the 
directors  and  manager  whether  they  are  good  debts ; 
and  if  he  is  told  that  they  are,  he  is  justified  in 
making  his  certificate.  He  cannot  go  behind  the 
books  of  the  company.  The  inconvenience  of 
requiring  more  from  an  auditor  is  obvious. 

(e)  Having  regard  to  the  amount  of  the  auditor's 
remuneration,  it  would  be  one  of  the  most  alarming 
and  ill-paid  of  occupations  if  he  were  to  be  liable  for 
the  remote  consequences  of  the  admission  of  par- 
ticular items  appearing,  as  he  is  correctly  told  in 
the  company's  books. 

Mr.  Justice  Stirling,  however,  held  otherwise,  and 
clearly  laid  down  that  the  auditor  does  not  properly  and 
adequately  discharge  his  duties  by  merely  checking  the 
figures,  or  by  merely  verifying  the  arithmetical  accuracy 
of  the  Balance  Sheet.  He  must  go  further,  and  carefully 
inquire  into  the  soundness  of  the  figures  on  each  side  of 
the  statement,  e,g,y  he  must  see  and  inquire  into  the  figures 
which  deal  with  the  amount  of  stock-in-trade,  and  con- 
sider with  reasonable  care  the  report  of  the  manager  and 
foreman  whose  duty  it  is  to  make  such  report,  and  in  the 
result  the  auditor  was  held  liable  in  damages,  except  as  to 
so  much  thereof  as  was  covered  by  the  Statute  of 
Limitations. 

This  case  is  also  a  valuable  one  upon  the  question 
whether  the  auditor  is  legally  compelled  to  ascertain  for 
himself  whether  the  items  making  up  the  total  figure  repre- 
senting the  asset  of  "  Sundry  Debtors  "  are  reasonably 
and  fairly  sound.  There  are  various  ways,  of  course,  of 
doing  this,  but  the  inquiry  must  be  made,  whatever  the 
result,  and  it  seems  to  me  that  it  is  quite  impossible — 
whatever  the  articles  of  association  may  say — for  the 
auditor  to  sign  the  certificate  and  make  the  report  pre- 
scribed by  Secton  23  of  the  Companies  Act,  1900,  unless 
and  until  he  makes  these  inquiries,  so  as  to  be  able  to  say 
that  the  books  themselves  do  really  show  the  company's 
true  position.  Possibly  on  some  future  occasion  I  may  be 
able  to  discuss  this  important  question  more  fully. 

All  this  requires  skill,  tact,  and  courage ;  but  it  will 
usually  be  found  that  the  auditor  possessing  these  quali- 
fications will  succeed  in  the  discharge  of  his  responsible 
duties,  and  will  by  so  acting  and  doing  prove  himself 
worthy  of  the  important  profession  into  which  he  has  been 
admitted. 

I  think  that  the  leading  cases  upon  the  duties  of  auditors. 


to  which  I  will  refer  a  little  later,  also  justify  me  in  layings 
down  the  following  further  propositions  :  — 

(3)  That  the  auditor  must  ascertain  the  true  financial 
position  of  the  company  whose  accounts  he  audits  by 
an  examination  of  the  books,  and  that  he  must  take 
reasonable  care  to  see  that  the  books  themselves 
show  the  company's  true  position ;  he  must  check 
the  Balance  Sheet  against  the  books  and  examine  it 
with  the  vouchers  and  make  a  report  to  the 
shareholders. 

(4)  That  the  auditor  is  under  no  obligation  to  be 
suspicious i  and  he  is  perfectly  justified  in  acting  on 
the  opinion  of  experts  whose  special  knowledge 
enables  them  to  assist  him.  He  is  entitled  to  believe 
tried  servants  whom  the  company  also  trust.  If 
anything  arouses  his  suspicion  he  must  go  through 
with  the  matter,  and  take  reasonable  care  not  to 
allow  himself  to  be  deceived,  and  to  this  end  he 
must  himself  examine  the  books,  vouchers,  and  other 
commercial  documents. 

(5)  That  the  auditor  must  report  anything  of  a  serious 
nature  to  the  shareholders ;  for  instance,  if  the 
profits,  or  want  of  profits,  do  not  justify  the  pay- 
ment of  a  dividend,  he  must  tell  the  shareholders  so, 
if  the  directors  fail  or  refuse  to  do  so. 

(6)  That  it  is  no  part  of  an  auditor's  duty  to  take  stock, 
and  he  is  entitled  to  rely  upon  stock  certificates, 
even  if  they  turn  out  to  be  false,  provided  they  are 
produced  by  the  proper  persons,  and  provided  that 
their  falsity  could  not  be  discovered  by  an  ordinarily 
careful  auditor. 

(7)  That  it  is  no  part  of  an  auditor's  duty  to  give  advice 
as  to  how  best  a  business  can  be  carried  on,  nor  as 
to  whether  a  particular  step  is  wise  or  not,  nor  as 
to  anything  of  a  domestic  internal  business  character 
which  has  been  entrusted  to  the  directors  by  the 
shareholders.  His  province  is  to  ascertain  the  true 
financial  position  of  a  concern  at  the  time  of  audit, 
and  his  duty  is  confined  to  that. 

The  first  case  which,  in  my  opinion,  justifies  some  of 
these  general  propositions  is  In  re  London  and  General 
Bank  (No.  2),  reported  in  1895,  2  Ch.  673. 

Facts.— Th.^  London  and  General  Bank  was  a  banking 
company  registered  under  the  Companies  Act,  1879,  and 
was  formed  for  the  purpose  of  making  loans  to  and  other- 
wise assisting  what  was  known  as  the  "  Balfour  "  group  of 
companies,  and  its  profits  consisted  mainly  of  interest  and 
commission  payable  by  such  companies.  The  auditor  was 
held  liable  in  respect  of  his  certificate  on  the  Balance 
Sheet  of  1891.  His  report  to  the  directors  was  made  on 
February  3rd  1892.  In  the  Balance  Sheet  for  1891,  to 
which  that  repoxt  referred,  the  most  important  asset  was 
;f 346,975,  put  down  as  "Loans  to  Customers  and  other 
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Secnrities,"  and  the  report  contained  a  detailed  statement 
calling  the  directors'  serious  attention  to  the  unsatisfactory 
natnre  of  these  loans  and  securities  and  the  difficulty  of 
their  realisation. 

"We  cannot,"  say  the  auditors,  "conclude  without 
"expressing  our  opinion  unhesitatingly  that  no  dividend 
"should  be  paid  this  year."  This  sentence,  however,  the 
auditors  were  persuaded  by  the  chairman  to  strike  out 
before  the  report  was  formally  laid  before  the  directors.  At 
the  end  of  the  certificate  appeared  these  words :  "  The 
^  value  of  the  assets  as  shown  on  the  Balance  Sheet  is 
"dependent  upon  realisation."  On  this  point  the  auditors 
had  previously  reported  to  the  board,  dwelling  strongly  in 
their  report  upon  the  difficulty,  if  not  the  impossibility,  of 
such  realisation. 

It  was  contended  upon  the  auditor's  behalf  that  he  had 
performed  hds  duty  in  warning  the  directors,  and  that  it 
was  no  part  of  his  duty  to  certify  to  the  shareholders  the 
value  of  the  securities.  His  duty  (it  was  said)  was  to 
examine  the  books,  and  he  must  accept  those  books  as  he 
fdund  them.  He  was  to  ascertain  the  cash  at  the  bankers, 
ask  for  the  vouchers,  and  see  that  the  securities  were  there. 

Lord  LJndley  (then  Lord  Justice  Lindley)  in  due  course 
proceeded  to  read  a  judgment,  which  is  generally  and 
justly  regarded  as  one  of  the  most  luminous  expositions  of 
the  law  relating  to  the  duties  of  auditors  which  have  ever 
been  delivered,  and  I  need  not  make  any  excuse  for  reading 
out  to  you  a  lengthy  but  interesting  extract  from  such 
judgment :  — 

'*It  is  impossible  to  read  Section  7  of  the  Companies 
*"Act,  1879,  without  being  struck  with  the  importance  of 
''the  enactment  that  the  auditors  are  to  be  appointed  by 
"the  shareholders,  and  are  to  report  to  them  directly,  and 
"  not  to  or  through  the  directors.  The  object  of  this  enact- 
"raent  is  obvious.  It  evidently  is  to  secure  to  the  share- 
*■  holders  independent  and  reliable  information  respecting 
"  the  true  financial  position  of  the  company  at  the  time  of 
"the  audit.  The  articles  of  this  particular  company  are 
**  even  more  explicit  on  this  point  than  the  statute  itself, 
"  and  remove  any  possible  ambiguity  to  which  the  language 
"of  the  statute  taken  alone  may  be  open  if  very  narrowly 
"criticised.  It  is  no  part  of  an  auditor's  duty  to  give 
"  advice,  either  to  directors  or  to  shareholders,  as  to  what 
"  they  odght  to  do.  An  auditor  has  nothing  to  do  with  the 
''  prudence  or  imprudence  of  making  loans  with  or  without 
''security.  It  is  nothing  to  him  whether  the  business  of 
''the  company  is  being  conducted  prudently  or  im- 
*  prudently,  profitably  or  unprofitably.  It  is  nothing  to 
''him  whether  dividends  are  properly  or  improperly 
''declared,  provided  he  discharges  his  own  duty  to  the 
"shareholders.  His  business  is  to  ascertain  and  state  the 
"  true  financial  position  of  the  company  at  the  time  of  the 
"audit,  and  his  duty  is  confined  to  that.    But  then  comes 


"the  question,  *  How  is  he  to  ascertain  that  position?' 
'^The  answer  is,  by  examining  the  books  of  the  company. 
"  But  he  does  not  discharge  his  duty  by  doing  this  without 
"inquiry,  and  without  taking  any  trouble  to  see  that 
"the  books  themselves  show  the  company's  true  position. 
"  He  must  take  reasonable  care  to  ascertain  that  they  do  so. 
"  Unless  he  does  this  his  audit  would  be  worse  than  an  idle 
"farce.  Assuming  the  books  to  be  so  kept  as  to  show  the 
"true  position  of  a  company,  the  auditor  has  to  frame  a 
"Balance  Sheet  showing  that  position  according  to  the 
"books,  and  to  certify  that  the  Balance  Sheet  presented  is 
"correct  in  that  sense.  But  his  first  duty  is  to  examine  the 
"books  not  merely  for  the  purpose  of  ascertaining  what 
"  they  do  show,  but  also  for  the  purpose  of  satisfying  him- 
"  self  that  they  show  the  true  financial  position  of  the  coni- 
"pany.  This  is  quite  in  accordance  with  the  decision  of 
"Stirling,  J.,  in  Leeds  Estate  and  Buildings  Investment  Com- 
"  fany  v.  Shepherd.  An  auditor,  however,  is  not  bound  to 
"  do  more  than  exercise  reasonable  skill  and  care  in  making 
"inquiries  and  investigations.  He  is  not  an  insurer;  he 
"does  not  guarantee  that  the  books  do  correctly  show  the 
"true  position  of  the  company's  affairs ;  he  does  not  even 
"guarantee  that  his  Balance  Sheet  is  accurate  according 
"to  the  books  of  the  company.  If  he  did,  he  would  be 
"  responsible  for  error  on  his  part,  even  if  he  were  himself 
"deceived  without  any  want  of  reasonable  care  on  his 
"part,  say,  by  the  fraudulent  concealment  of  a  book  from 
"him.  His  obligation  is  not  so  onerous  as  this.  Such  I 
"take  to  be  the  duty  of  the  auditor;  he  must  be  honest— 
"that  is,  he  must  not  certify  what  he  does  not  believe  to 
"be  true,  and  he  must  take  reasonable  care  and  skill  before 
"he  believes  that  what  he  certifies  is  true.  What  is  reason- 
"able  care  in  any  particular  case  must  depend  upon  the 
"circumstances  of  that  case.  Where  there  is  nothing  to 
"excite  suspicion  very  little  inquiry  will  be  reasonably 
"sufficient,  and  in  practice  I  believe  business  men  select 
"a  few  cases  at  haphazard,  see  that  they  are  right,  and 
"assume  that  others  like  them  are  correct  also.  Where 
"  suspicion  is  aroused  more  care  is  obvioudy  necessary ; 
"but  still  an  auditor  is  not  bound  to  exercise  more  than 
"  reasonable  care  and  skill,  even  in  a  case  of  suspicion,  and 
"he  is  perfectly  justified  in  acting  on  the  opinion  of  an 
"expert  where  special  knowledge  is  required.  The 
"auditor's  evidence  satisfies  me  that  he  took  the  same  view 
"as  myself  of  his  duty  in  investigating  the  company's 
"books  and  preparing  his  Balance  Sheet.  He  did  not  con- 
"tent  himself  with  making  his  Balance  Sheet  from  the 
"books  without  troubling  himself  about  the  truth  of 
**what  they  showed.  He  checked  the  cash,  examined 
"vouchers  for  payments,  saw  that  the  bills  and  securities 
"  entered  in  the  books  were  held  by  the  bank,  took  reason- 
**able  care  to  ascertain  their  value,  and  in  one  case 
"obtained   a  solicitor's    opinion    on    the    validity  of  aa 
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"equitable  charge.  I  see  no  trace  whatever  of  any  failure 
"  by  him  in  the  performance  of  this  part  of  hds  duty.  It  is 
"  satisfactory  to  find  that  the  legal  standard  of  duty  is  not 
"too  high  for  business  purposes  and  is  recognised  as 
"correct  by  business  men.  The  Balance  Sheet  and  certifi- 
''cate  of  February  1892  (f.^.,  for  the  year  1891)  was  accom- 
"  panied  by  a  report  to  the  directors  of  the  bank.  Taking 
"  the  Balance  Sheet,  the  certificate,  and  the  report  together, 
"the  auditor  stated  to  the  directors  the  true  financial 
"position  of  the  bank,  and  if  this  report  had  been  laid 
"before  the  shareholders  he  would  have  completely  dis- 
"charged  his  duty  to  them.  Unfortunately,  however,  this 
"report  was  not  laid  before  the  shareholders,  and  it 
"becomes  necessary  to  consider  the  legal  consequence  to 
"  the  auditor  of  this  circumstance.  A  person  whose  duty  it 
"  is  to  convey  information  to  others  does  not  discharge  that 
"duty  by  simply  giving  them  so  much  information  as  is 
"calculated  to  induce  them,  or  some  of  them,  to  ask  for 
"more.  Information  and  means  of  information  are  by  no 
"means  equivalent  terms.  Still,  there  may  be  circum- 
"  stances  under  which  information  given  in  the  shape  of  a 
"printed  document  circulated  amongst  a  large  body  of 
"shareholders  would,  by  its  consequent  publicity  be  very 
"injurious  to  their  interests,  and  in  such  a  case  I  am  not 
"prepared  to  say  that  an  auditor  would  fail  to  discharge 
"his  duty  if,  instead  of  publishing  his  report  in  such  a 
"  way  as  to  insure  publicity,  he  made  a  confidential  report 
"to  the  shareholders,  and  invited  their  attention  to  it  and 
"told  them  where  they  could  see  it.  The  auditor  is  to 
"make  a  report  to  the  shareholders,  but  the  mode  of  doing 
"so  and  the  form  of  the  report  are  not  prescribed.  If, 
"therefore,  the  auditor  had  laid  before  the  shareholders 
"the  Balance  Sheet  and  Profit  and  Loss  Account,  accom- 
"  panied  by  a  certificate  in  the  form  in  which  he  first  pre- 
"  pared  it,  he  would  perhaps  have  done  enough  under  the 
"  peculiar  circumstances  of  this  case.  I  feel,  however,  the 
"great  danger  of  acting  on  such  a  principle ;  and  in  order 
"not  to  be  misunderstood  I  will  add  that  an  auditor  who 
"gives  shareholders  means  of  information  instead  of 
"information  respecting  a  company's  financial  position 
"  does  so  at  his  peril,  and  runs  a  very  serious  risk  of  being 
"held  judicially  to  have  failed  to  discharge  his  duty." 

Another  case  of  consid^able  importance  and  weight  in 
connection  with  our  subject  is  the  case  of  In  re  Kingston 
Cotton  Mill  Company  (1896,  i  Ch.  331). 

The  facts  of  it  may  be  concisely  stated  as  follows : — 
The  company  was  formed  in  1879,  and  Mr.  Pickering 

was  its  sole  auditor  for  twelve  years,  and  he  signed  all  the 

Balance  Sheets  during  that  period. 
In  the  summary  of  accounts  accompanying  the  directors' 

report  for  the  year  1879,  and  issued  in  1880  under  the  head 

of  "Assets,"  was  an  item  :  — 


"Mill,  Machinery,  and  Site,  Construction  Account  as 
"before,  ;f 227,048." 

The  next  item,  "New  Machinery,"  ;^327,  was  added, 
making  a  total  of  £22^,^*^$,  from  which  was  deducted 
"Depreciation  written  off,  ^^4,046,"  leaving  a  balance  of 

;f  223,329. 

In  December  1884  the  directors  procured  for  the  purpose 
of  obtaining  a  loan  on  mortgage  a  valuation,  in  which 
the  total  value  of  the  mill,  site,  machinery,  and  certain 
articles  in  the  shape  of  plant  was  put  down  at  ;f 76,833. 

No  reference  was  made  to  this  valuation  in  the  subse- 
quent reports  of  the  directors,  and  in  the  Balance  Sheet 
for  1889-1892  the  same  items,  with  a  few  others,  appeared 
at  the  figure  of  ;f  196,610  os.  yd. 

In  the  same  way  the  value  of  the  stock-in-trade  "as  per 
manager^ s  certificate "  was  greatly  overstated  in  the 
Balance  Sheets,  and  the  auditor  accepted  such  certificates, 
without  in  any  way  testing  their  accuracy  by  a  comparison 
of  the  figures  in  the  books  that  required  auditing. 

The  result  was  that  for  some  years  a  dividend  was 
declared  and  paid,  although  if,  from  the  amount  stated 
in  the  Balance  Sheets  as  the  value  of  the  assets,  the 
excesses  in  value  of  the  mill  premises  and  the  stock 
together,  or  the  excesses  in  value  of  either  of  them,  had 
been  deducted  there  would  have  been  no  sum  left  avail- 
able for  the  payment  of  dividends. 

It  was  sought  to  make  the  auditors  (amongst  others) 
liable  for  the  sums  paid  away  in  dividends,  and  for 
damages  said  to  have  resulted  from  continuing  the  com- 
pany's business  beyond  the  period  when  it  was  doing  well. 

In  argument  it  was  said  that  it  was  not  the  duty  of  the 
auditor  to  go  and  examine  the  bales  of  cotton.  The  stock- 
taking could  only  be  done  by  experts,  and  it  was  asked 
whether  the  auditor  of  an  insurance  company  was  bound 
to  value  the  policies. 

In  a  very  careful  judgment  Lord  Justice  (then  Mr. 
Justice)  Vaughan  Williams  dealt  with  the  auditor's  duty 
thus :  — 

"With  regard  to  the  auditors  the  case  is  more  difficult. 
"  They  are,  of  course,  entitled  to  the  benefit  of  my  decision 
"with  respect  to  the  dividends  .  .  .  and  in  regard  to 
"  the  remoteness  of  the  damage ;  but  with  regard  to  the 
"stock-in-trade  their  case  is  very  different  from  that  of 
"  the  directors ;  for  they  certainly  were  not  entitled  to  rely 
"upon  the  manager's  certificate  if  an  ordinarily  careful 
"examination  of  the  books  ought  to  have  made  them 
"  suspect  that  statement.  Now  it  is  plain  to  me  that  if  the 
"  auditors  had  added  to  the  stock-in  trade  at  the  beginning 
"of  any  year  the  purchases  of  raw  material  in  that  year, 
"and  had  deducted  therefrom  the  sales,  they  must  have 
"  seen  that  the  statement  of  the  stock-in-trade  at  the  end  of 
"  the  year  was  so  remarkable  as  to  call  for  explanation,  and 
"they  called  for  none.    It  is  said  that  it  is  no  psut  of  an 
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"auditor's  duty  to  take  stock.  I  agree,  it  is  not ;  but  where 
*  it  is  said  that  it  is  no  part  of  his  duty  to  test  th«  accuracy 
"of  the  manager's  certificate  by  a  comparison  of  the 
"figures  in  the  books  that  require  auditing,  I  cannot  agree. 
"  I  think,  therefore,  that  I  must  hold  the  auditors  liable  fur 
"the  preference  dividends  which  have  been  paid  .  .  .  . 
"and,  having  regard  to  the  mode  in  which  the  auditors  dis- 
"  regarded  the  articles  as  to  the  audit,  and  the  manner  ia 
"  which  the  audit  was  carried  out,  I  do  not  think  they  ought 
*to  receive  any  costs." 

This  Kingston  case  is  a  very  instructive  one,  and  I  very 
wrongly  recommend  the  students  of  this  Society  to  become 
familiar  with  it.  It  shows  how  far  the  statement  is  correct 
that  it  is  no  part  of  an  auditor's  duty  to  take  stock,  and 
iadirectly  supports  the  proposition  already  mentioned  that 
the  auditor  need  not  be  suspicious,  and  is  fully  justified  in 
acting  upon  the  opinion  of  experts,  provided  nothing  in 
the  books  themselves  arouses  his  suspicions.  As  a  rule, 
the  inaccuracies  or  misstatements  (intentional  or  other- 
wise) in  Balance  Sheets  are  in  practice  found  to  be  on  the 
credit  side,  and  usually  centre  in  such  items  as  Goodwill, 
Stock-in-hand,  Patent  Rights,  Sundry  Debtors,  &c.,  and 
if  later  ia  its  history  a  company  goes  into  liquidation  the 
disappointed  shareholders  angrily  turn  round  and  search 
for  any  and  every  means  by  which  they  can  make  the 
directors  mainly,  and  the  auditors  in  some  instances, 
answerable  for  the  losses  which  they  have  sustained.  In 
such  cases,  if  the  auditor  can  show  that  he  has 
systematically  from  time  to  time  called  to  the  directors' 
attention  the  age,  so  to  speak,  of  the  goodwill,  and  has 
urged  them  (in  writing)  to  steadily  write  down  this  asset 
by  providing  against  it  a  portion  of  the  annual  profits,  and 
if  the  result  of  such  warning  appears  in  consequence  in  the 
directors'  report,  or  (in  extreme  cases)  if  the  auditor  men- 
tions the  matter  in  his  certificate  and  report,  then  I  do  not 
think  that  any  case  of  default  of  duty  can  be  made  out 
against  him.  It  is  clear,  I  think,  that  in  the  case  of  a 
r-ewly-iormed  company  which  has  taken  over  a  business 
of  prosperous  dimensions,  some  figure  must  be  adopted  to 
represent  the  value  of  "goodwill,"  but  the  sooner  it  is 
written  down  the  better,  as,  in  case  of  disaster,  the  com- 
pany's "goodwill"  becomes  almost  worthless,  and  a 
provident  Balance  Sheet  ought  to  be  drawn  up  in  the  light 
of  the  possibility  of  the  trading  concern  becoming 
insolvent.  (See  hereon  a  very  valuable  article  in  "The 
Financial  Review  of  Reviews  "  for  March  iqo6,  entitled 
"How  to  read  a  Balance  Sheet,"  by  Mr.  George  Withers.) 

It  is  laid  down  in  the  last-mentioned  article  that  stock- 
in-hand  should  not  exceed  an  amount  equal  to  about 
eighteen  months*  turnover,  as  any  excess  is  apt  to  become 
worthless  fiom  deterioration  and  many  other  causes.  It 
:s  certainly  vital  that  the  auditor  should  carefully  check 
throughout  the  books  all  the  various  figures  relating  to  the 


stock  that  appear  as  one  grand  total  in  the  Balance  Sheet ; 
and  if  he  has  substantial  reasons  for  supposing  that  the 
figures  are  inflated  in  any  sense,  he  ought  to  put  questions 
to  the  valuer,  whether  he  be  a  trusted  servant  of  the  com- 
pany or  someone  called  in  for  the  purpose,  with  the  object 
of  satisfying  himself  that  such  figures  fairly  represent  the 
then  market  or  realisable  value  of  the  stock.  This  is,  of 
course,  to  trespass  upon  the  valuer's  own  province,  but  if 
the  audit'jr  does  not  do  this,  in  noticeably  suspicious  cases, 
I  mean,  then  I  cannot  see  how  he  can  discharge  the  duty 
to  which  I  have  already  referred  summed  up  in  these 
words :  "  If  anything  occurs  to  arouse  his  suspicion  he 
"must  go  tluough  with  the  matter,  and  take  reasonable 
"care  not  to  allow  himself  to  be  deceived,  and  to  this  end 
"he  must  himself  examine  the  books,  vouchers,  and  other 
'^commercial  documents,^ 

Time  is  passing,  but  I  should  like  again  to  refer  quite 
shortly  to  the  "  Sundry  Debtors "  item  of  the  Balance 
Sheet.  When  times  are  bad  or  critical  there  is  a  strong 
inducement  to  directors  to  bring  into  the  credit  side  of  the 
balance  every  item  which  will-  make  that  side  look  as 
promising  as  possible.  Suppose  there  is  included  in  the 
"  Sundry  Debtors  "  item  a  figure  which  in  the  past  has 
been,  or  in  the  future  may  be,  a  soimd  one — that  is, 
which  with  substantial  accuracy  may  be  taken  to  repre- 
sent the  value  of  the  debt — ^but  suppose  further  that  such 
figure  now  at  the  date  of  the  particular  Balance  Sheet  is 
grossly  in  excess  of  the  real  value  of  such  debt,  or,  to  put 
it  still  more  strongly,  that  the  debt  ^s  for  the  present  so 
clearly  bad  that  it  is  impossible  to  provide  for  it  as  a 
doubtful  one?  Under  such  circumstances  what  is  the 
auditor's  duty?  Is  he  to  pass  the  inflated  item?  In  my 
opinion,  I  cannot  see  how  he  can  properly  do  so.  He  is 
auditing  for  the  present,  not  for  the  past  or  future,  and  he 
ought  to  insist  upon  the  item  being  reduced  to  its  now 
realisable  value,  whatever  that  may  be,  or  whatever  the 
directors  may  say  or  do  ;  and  if  he  is  over-persuaded  to 
allow  the  inflated  figure  to  appear  in  the  Balance  Sheet 
issued  to  the  shareholders,  I  consider  he  incurs  a  very 
serious  liability,  and  may  in  case  of  litigation  have  to 
repay  by  way  of  damages  some  portion,  if  not  all,  of  the 
dividends  paid  upon  the  faith  of  such  Balance  Sheet.  The 
form  of  certificate  and  report  prescribed  by  the  Companies 
Act,  1900,  seems  to  me  eloquent  against  the  inclusion  of 
such  an  inflated  or  unreal  figure  in  a  Balance  Sheet  pre- 
pared since  that  date. 

I  hope  (as  previously  stated)  at  some  future  meeting  of 
your  Society  to  deal  further  with  the  main  point  of  this 
paper  by  considering  in  some  detail  how  far  an  auditor'? 
responsibilities  have  been  either  modified  or  increased  b} 
the  Companies  Act  of  1900,  but  I  must  now  conclude  thi: 
sketchy  paper  with  many  apologies  for  its  diffus' 
character.    Most,  if  not  all,  of  the  points  to  which  I  ha^  c 
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referred  are  probably  familiar  to  my  hearers,  but,  this  not- 
withstanding, I  do  not  think  it  can  be  denied  that  it  is 
useful  for  the  students  of  any  recognised  profession  to 
take  stock  of  their  legal  position  from  time  to  time,  so 
that  when  they  become  later  on  immersed  in  practice  they 
may  perform  their  work  with  a  fitting  sense  of  its  responsi- 
bility as  well  as  of  its  importance.  In  any  event,  I  hope 
that  this  paper  may  be  of  some  slight  use  in  reminding  the 
students  I  have  the  pleasure  of  addressing  that  they  are 
about  to  join  a  profession,  the  duties  of  which  are  yearly 
becoming  more  and  more  serious  and  onerous,  and  the 
importance  of  which  is  rapidly  becoming  more  and  more 
recognised.       


Sanbruptcp  Ueform.- 


By  Allen  Edwards. 


(From  The  Jewtlkr  and  Metalworker.) 


Introductory. 

The  subject  of  bankruptcy  reform  is  very  much  to  the 
fore  at  the  present  time.  A  Departmental  Committee  has 
been  appointed  by  the  President  of  the  Board  of  Trade  •*  to 
"  report  upon  various  matters  connected  with  Bankruptcy 
"  and  Deeds  of  Arrangement,*'  and  this  Committee  have 
been  engaged  upon  their  work  for  several  months  past. 
The  writer  has  had  many  communications  with  one  of  the 
leading  members  of -the  Committee,  and  has  made  many 
suggestions.  What  the  Committee  will  advise  or  report 
cannot  at  present  be  surmised.  It  is  generally  believed, 
however,  that  new  legislation,  when  it  comes,  will  be  in  the 
direction  of  an  increase  in  officialism.  An  endeavour  in 
this  direction  was  made  unsuccessfully  when  the  Bankruptcy 
Bill  of  1890  was  before  Parliament.  Clauses  reducing  a 
petitioning  creditor's  debt  from  £^0  to  /20,  extending  the 
period  of  relation  back  of  the  trustee's  title  from  three  to  six 
months,  modKying  the  law  of  fraudulent  preference,  creating 
new  misdemeanours,  extending  the  limit  of  summary  adminis- 
tration from  £^Qo  to  £500,  &c.,  were  struck  out.  Had 
these  clauses  been  passed,  they  would  have  practically  dealt 
a  death-blow  to  deeds  of  arrangement,  and,  moreover,  would 
have  rendered  it  possible  for  Official  Receivers  to  act  as 
trustees  in  cases  where  the  assets  exceeded  ;f  300  (they  now 
even  claim  this  power  under  Section  70,  Subsection  (^), 
Bankruptcy  Act,  1883). 

Ex  parte. 

In  considering  any  suggestions  for  bankruptcy  reform,  it 
should  be  borne  in  mind  from  whence  they  come.  Let  us 
assume  that  we  have  to  deal  with  suggestions,  among  other 
sources,  from  the  following: — {a)  Bankrupts,  (b)  Those 
who  fear  they  may  become  bankrupt,     (c)  Those  who  have 

*  It  should  be  borne  in  mind  that  these  articles  were  written  primarily 
•"or  the  jewellery  trade. 


no  fear  at  any  time  of  becoming  bankrupt,  (i)  Creditors  of 
existing  bankruptcies,  (e)  Those  who  may  be  creditors  in 
future  bankruptcies.  (/)  Those  who  never  make  or  expect 
to  make  bad  debts.  {jg)  Traders  generally.  (*)  Non- 
traders,  (f)  Solicitors  who  act  for  bankrupts.  (J)  Solicitors 
who  act  for  creditors,  {k)  Accountants  and  trustees  who 
act  for  bankrupts.  (/)  Accountants  and  trustees  who  act 
for  creditors,  (m)  Officers  of  the  Board  of  Trade..  («)  Poli- 
ticians,    (o)  The  man  in  the  street,  &c.  &c. 

It  will  be  readily  understood  that  these  various  persons 
would  consider  the  questions  submitted  to  them  from  entirely 
diflferent  standpoints,  and  therefore  the  writer  contends  that 
nearly  all  suggestions  in  the  nature  of  bankruptcy  reform 
(even  including  those  in  this  article)  must  be  taken  cum  grano 
salts. 

For  whom  Bankruptcy  Laws  are  Intended. 
It  should  not  be  forgotten  that  bankruptcy  laws  are  passed 
for  the  protection  of  debtors  as  well  as  of  creditors.    Black- 
stone  says : — 

'*  At  present  the  law.^t  of  bankruptcy  are  considered  as 
laws  calculated  for  the  benefit  of  trade,  and  founded  on 
the  principles  of  humanity  as  well  as  justice ;  and  to 
that  end  they  confer  some  privileges,  not  only  on  the 
creditors,  but  also  on  the  bankrupt  or  debtor  himself 
On  the  creditors  by  compelling  the  bankrupt  to  give  up 
all  his  effects  to  their  use,  without  any  fraudulent  con- 
cealment ;  on  the  debtor  by  exempting  him  from  the 
rigour  of  the  general  law,  whereby  his  person  might  be 
confined  At  the  discretion  of  his  creditors,  though  in 
reality  he  has  nothing  to  satisfy  the  debt ;  whereas  the 
law  of  bankrupts,  taking  into  consideration  the  sudden 
and  unavoidable  accidents  to  which  men  in  trade  are 
liable,  has  given  them  the  liberty  of  their  persons,  and 
some    pecuniary   emoluments,    upon    condition    they 
surrendered  up  their  whole  estate  to  be  divided  among 
their  creditors." 
The  Bankruptcy  Act  of  18 13  was  intituled  *'  An  Act  for 
the  Relief  of  Insolvent  Debtors  in   England,"  and  even 
to-day  we  frequently,  in  legal  documents,  meet   with  the 
expression : — "  Or  take  the  benefit  of  any  Act  for  the  relief 
of  Insolvent  Debtors."    This  aspect  of  the  Acts,  viz.,  that 
they  exist  for  debtors  as  well  as  creditors,  will  be  considered 
later,  when  the  writer  deals  with  the  subject  of  discharges. 
In  considering  the  question  of  bankruptcy  reform,  creditors 
should  remember  that   they  themselves,  through  force  of 
circumstances,  might  at  sometime  of  their  lives  have  to  '*  take 
the  benefit  of  the  Act." 

*•  We'll  Have  His  Bleed!'* 
At  some  meetings  of  creditors  at  which  the  writer  has 
been  present,  and  where  the  conduct  of  the  debtor  has  met 
with  severe  disapprobation  by  the  creditors,  it  used  to  be  a 
common  thing  for  those  present  to  say  that  the  question  of 
dividend  was  a  minor  consideration  with  them,  compared 
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with  the  question  of  punishing  the  debtor,  and  the  expres- 
sion **  We'll  have  his  bleed !  "  was  frequently  heard  on  such 
occasions.  Those  who  made  use  of  the  expression  did  not 
know  that  they  were  unwittingly  referring  back  to  the  old 
Roman  law,  that  is,  to  the  terrible  law  of  the  twelve  tables, 
whereby  the  creditors  might  cut  the  debtor's  body  in  pieces, 
and  each  of  them  take  his  proportionable  share. 

In  former  times,  according  to  English  law,  a  bankrupt, 
upon  his  examination,  was  bound,  upon  pain  of  death,  to 
make  a  full  discovery  of  his  estate  and  effects,  as  well  in 
expectancy  and  possession,  and  how  he  disposed  of  the 
same.  Bankrupts  were,  however,  entitled  to  certain  allow- 
ances and  privileges,  which  time  does  not  now  permit  to 
refer  to. 

Audit  by  the  Board  of  Trade. 

This  may  be  a  convenient  time  to  refer  to  the  question  of 
audit  by  the  Board  of  Trade.  The  Board  have  the  right  of 
surcharge  in  cases  of  bankruptcy.  The  writer's  experience 
is  that  the  audit  work  in  bankruptcies  by  the  Board  of  Trade 
is  extremely  well  done,  and  leaves  little  or  nothing  to  be 
desired.  The  Board  of  Trade  have,  however,  no  power  of 
surcharge  under  the  Deeds  of  Arrangement  Act  of  1887 — 
only  to  demand  particulars  of  receipts  and  payments  for 
statistical  purposes.  The  writer  is  of  opinion  that  the  Boa?  d 
of  Trade  should  be  given  the  same  rights  of  audit  and  of 
surcharge  under  the  Deeds  of  Arrangement  Act  of  1887  as 
under  the  Bankruptcy  Acts  of  1883  and  1890. 

The  Amount  of  a  Petitioning  Creditor's  Debt. 

Section  6  of  the  Act  of  1883  provides  that  a  creditor  under 
certain  circumstances  shall  be  entitled  to  present  a  banV- 
mptcy  petition  against  a  debtor,  if  the  debt  owing  by  the 
debtor  to  the  petitioning  creditor,  or,  if  two  or  more  creditors 
join  in  the  petition,  the  aggregate  amount  of  the  debts owirg 
to  the  several  petitioning  creditors  amounts  to  £50. 

The  writer  has  on  many  occasions  exposed  the  unfairness 
and  the  anomaly  of  this  provision.  If  the  total  liabilities 
of  a  debtor  are  only  /loo,  creditors  to  the  amount  of  /50 
can  present  a  bankruptcy  petition  against  him.  If  the  amount 
of  the  debtor's  liabilities  are  ;£  1,500,000,  creditors  to  the 
amount  of  /50  have  the  same  rights.  Let  us  see  what  this 
means.  It  is  well  known  that  the  execution  of  a  deed  of 
arran^ment  is  an  act  of  bankruptcy,  available  for  three 
months.  That  is  to  say,  a  creditor  or  creditors  whose  debt 
or  debts  amount  to  £$0,  and  who  have  not  assented  to  the 
deed,  may  use  the  deed  as  an  act  of  bankruptcy  for 
making  the  debtor  bankrupt,  and  this  no  matter  how  large 
the  estate,  or  how  great  the  liabilities,  or  bow  large  a  majo- 
rity of  the  other  creditors  have  assented  to  the  arrange- 
ment. The  writer  contends  that  this  confers  too  much 
power  upon  insignificant  minorities.  He  suggests  that  the 
amount  required  to  present  a  petition,  where  a  deed  of 
arrangement  has  been  executed,  should  bear  some  relation 
to  the  amount  of  the  estate  or  of  the  total  liabilities. 


Trustees  Touting  for  Proxies. 
The  question  of  touting  for  proxies  by  irresponsible 
persons  has  always  been  a  very  thorny  one,  and  if  we  admit 
the  principle  that  the  appointment  of  a  trustee  should  be 
in  the  hands  of  a  majority  of  the  creditors,  it  is  extremely 
difficult  to  suggest  a  remedy.  The  first  schedule  of  the  Act 
of  1883  provides  as  follows,  viz. — 

*•  Where  it  appears  to  the  satisfaction  of  the  Court 
that  any  solicitation  has  been  used  by  or  on  behalf  of  a 
trustee  or  receiver  in  obtaining  proxies,  or  in  procuring 
the  trusteeship  or  receivership,  except  by  the  direction 
of  a  meeting  of  creditors,  the  Court  shall  have  power, 
if  it  think  fit,  to  order  that  no  remuneration  shall  be 
allowed  to  the  person  by  whom  or  on  whose  behalf  such 
solicitation  may  have  been  exercised,  notwithstanding 
any  resolution  of  the  committee  of  inspection  or  of  the 
creditors  to  the  contrary." 
Twenty-three  years'  experience  has  proved  that  this  pro- 
vision is  for  all  practical  purposes  a  dead  letter.    Touting  is 
carried  on  in  the  most  barefaced  manner ;  but  it  has  to  be 
remembered  that  where  the  leading  trade    creditors   are 
desirous  that  a  certain    trustee  shall  be  appointed,   they 
might    be    unable    to    attain     their    end     without    can- 
vassing   in  some  form   or  another.     The   writer    suggests 
that    all    persons    who    make    it    a    portion     of      their 
business  to  act  as  trustees  in    insolvency  matters   should 
be  compelled  to    take    out   certificates    from    the    Board 
of  Trade,  and  the  holders  of  these  certificates  should  be 
compelled  to  renew  them  annually  in  much  the  same  manner 
that  auctioneers  have  to  renew  their  licences.    Where  the 
Board  of  Trade  are  satisfied  that  the  conduct  of  any  so 
certified  practitioner  is  other  than  it  should  be,  either  by 
reason    of   undue    touting    or    otherwise,   they  should  be 
empowered   to   withhold    his    certificate.     The  certificates 
should  apply  to  practitioners  in  bankruptcy  and  in  private 
deeds.    Were  this  course  adopted  it  is  probable  that  most 
of  the  low-class  practitioners  would  be  driven  out  of  the 
field.     The  writer  does    not    suggest,   however,    that    an 
ordinary  bond  fide  creditor  should  not  be  eligible  to  act  as 
trustee.    This  should  be  permissible,  but  all  trustees,  whether 
under  deeds  of  airangement  or  in  bankruptcy,  should  be 
compelled  to  give  security  for  the  faithful  performance  of 
their  covenants. 

Private  A  rrangemen  ts. 
It  cannot  be  denied  that  some  reforms  are  necessary  as 
regards  private  arrangements.  The  writer  believes  that  the 
principle  has  always  been  admitted  by  the  English  law  that 
creditors  should  have  a  considerable  amount  of  liberty  in 
dealing  with  their  debtors,  and  that  it  should  not  be  com- 
pulsory for  every  debtor  who  cannot  pay  20s.  in  the  £  to 
his  creditors  to  necessarily  become  bankrupt.  The  Bank- 
ruptcy Act  of  1883  gave  a  great  impetus  to  the  cause  of 
private  arrangements,  and  they  increased  to  such  an  extend 


158 


THE    ACCOUNTANT 


February  2,  1907. 


that  the  Act  of  1887  was  passed,  which  further  legalised 
them.  That  creditors  should  be  at  liberty  to  arrange  with 
their  debtors  by  means  of  deeds  of  arrangement  has  been 
many  times  acknowledged  in  their  reports  by  the  Board  of 
Trade.  The  principal  difficulty  as  regards  deeds  at  the 
present  time  is  that  any  creditors  (one  or  more)  whose  debt 
or  debts  amount  to  £50,  and  who  have  not  "assented,"  are 
able  for  three  months  to  upset  an  "arrangement"  if  they 
should  wish.  This  places  a  great  deal  too  much  power  in 
the  hands  of  small  minorities  and  their  professional  agents, 
and  this  power  is  frequently  used  for  the  purpose  of  obtain- 
ing preference,  or,  in  other  words,  of  levying  blackmail,  a'  d 
of  putting  estates  to  needless  costs  and  charges.  It  is 
probable  that  new  legislation  will  provide  some  remedy  for 
this  anomalous  state  of  affairs.  The  Inspector-General  in 
Bankruptcy,  in  his  eighth  report,  published  in  1891,  stated 
as  follows,  viz. : — 

"  What  appears  to  be  required  is  to  give  any  dissent- 
ing creditor  the  power  to  bring  a  deed  of  arrangement 
which  aflects  his  interests  before  the  Court,  and  to  give 
the  Court  the  power,  when  satisfied  that  it  has  been 
assented  to  by  a  certain  majority  of  the  creditors,  and 
that  no  offences  under  the  bankruptcy  law  have  been 
committed,  and  that  no  judicial  investigation  is  neces- 
sary, to  make  the  deed  binding  upon  all  the  creditors.'* 
Upon  this  question  the  writer  has  contended  for  many 
years  that  if   a  creditor  lodges  a  petition  in  bankruptcy 
against  an  assigning  debtor,  the  Court  hearing  the  petition 
should  be  empowered  to  dismiss   it,   if  satisfied   that   the 
deed  has  been  largely  agreed  to  by  the  creditors  and  that  it 
is  for  their  benefit.    It  should  not  be  forgotten  that  some  of 
these  adverse  petitions  may  be  used  by  competing  traders  in 
order  to  shut  up  a  competing  rival  trader,  and  sometimes 
also  from  motives  of  malevolence,  as  well  as  for  blackmail. 
In  the  fifth  report  the  Board  of  Trade  stated  as  follows, 
viz. : — 

"  So  long  as  there  is  no  power  of  compelling  any 
creditor  to  assent  to  a  private  arrangement  against  his 
will,  it  is  no  part  of  the  policy  of  the  bankruptcy 
laws  to  prevent  debtors  and  creditors  from  arranging 
their  affairs  by  mutual  arrangement,  without  resorting 
to  the  intervention  of  the  Court." 
In  the  eighth  report : — 

•  *  There  are  cases   in  which  no  good  object  can  be 
served  by  bringing  the  administration  of  the  debtor's 
estate  under  the  control  of  the  Bankruptcy  Court." 
In  the  ninth  report : — 

'*  While,  however,  the  system  of  private  deeds  of 
arrangement  is  unquestionably  open  to  great  abuse  in 
the  hands  of  unscrupulous  persons,  it  is  evident  that 
where  they  are  administered  with  the  full  knowledge  and 
concurrence  of  the  creditors  by  experienced  and  trust- 
worthy professional  agents,  they  form  a  convenient  and 


useful  method  of  administration.  Subject  always  to 
the  proviso  that  they  are  not  allowed  to  become  a 
medium  for  covering  or  condoning  those  irregular  or 
fraudulent  practices  which  it  is  the  chief  object  of 
bankruptcy  administration  to  suppress." 

In  the  tenth  report : — 

*'  Where  a  debtor's  conduct  is  not  open  to  objection, 
it  cannot  be  the  object  of  a  good  bankruptcy  system  to 
interfere  with  a  purely  voluntary  arrangement  between 
himself  and  his  creditors." 

Upon  the  subject  of  deeds  there  can  be  no  doubt  that  it  is 
desirable  that  some  simple  machinery  should  be  devised  for 
bringing  to  bDok  unscrupulous  trustees.  There  can  be  no 
controversy,  also,  that  trustees  under  deeds  should  be  com- 
pelled to  pay  unclaimed  dividends  to  the  Board  of  Trade  in 
the  same  way  that  trustees  in  bankruptcy  are  now  compelled 
to  do. 

For  the  ten  years,  1896  to  1905,  the  number  of  deeds  regis- 
tered under  the  Act  of  1887  was  34,273.  The  number  of 
receiving  orders  and  administrations  in  bankruptcy  for  the 
same  period  was  43,141.  The  liabilities  under  deeds  were 
^4^663,541;  under  bankruptcy.  ^^61,485,678.  The 
estimated  assets  under  deeds  were  ^23, 020,483  ;  under  bank- 
ruptcy, ^26,001, 417.  The  estimated  loss  to  creditors  under 
deeds  was  /27,85i,253  ;  under  bankruptcy,  ^52, 818,539. 

These  figures  show  to  what  an  enormous  extent  the  public 
avail  themselves  of  the  procedure  of  the  Deeds  of  Arrange- 
ment Act  of  1887. 

Bankruptcies  Following  upon  Deeds. 

It  occasionally  happens  that  after  an  estate  has  been 
administered  under  a  deed  for  some  weeks  it  is  thrown  into 
bankruptcy  and  a  new  trustee  has  to  be  appointed. 
Oftentimes  the  creditors  wish  the  trustee  under  the  deed 
to  continue  as  trustee  under  the  bankruptcy.  The  Board 
of  Trade,  however,  not  infrequently  object,  under  Section  21, 
subsection  2,  of  the  Act  of  1883,  on  the  ground  that,  as 
regards  the  appointment  of  the  trustee,  **  his  connection 
•'  with  or  relation  to  the  bankrupt  or  his  estate  or  any 
"particular  creditor  makes  it  difficult  for  him  to  act  with 
"impartiality  in  the  interests  of  the  creditors  generally." 
While  giving  the  Board  of  Trade  credit  for  absolute  sincerity 
in  what  they  do  by  virtue  of  this  subsection,  the  writer 
has  oftentimes  been  of  opinion  that  they  have  sometimes 
unnecessarily  strained  their  powers,  and  this  against  the 
expressed  wishes  of  the  creditors. 

It  should  not  be  forgotten  that  it  is  open  to  an  arranging 
debtor  to  file  his  own  petition  in  bankruptcy  at  any  time 
after  he  has  executed  a  deed  of  arrangement.  The  effect 
of  this  is  that  sometimes  a  debtor  will  threaten  the  trustee 
under  the  arrangement  that  he  will  file  his  petition.  This 
is  not  a  desirable  state  of  affairs,  and  to  some  extent,  for 
three  months,   places    the  creditors  and  the  trustee  at  a 
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disadvantage.  Therefore,  the  writer  suggests  that  no 
arranging  debtor  should,  within  three  months  of  the 
execution  of  his  deed,  be  permitted,  without  special  leave 
of  the  Court,  to  file  his  own  petition  to  the  detriment  of 
the  executed  deed. 

Fraudulent  Preference. 
The  law  as  to  what   constitutes    fraudulent  preference 
cannot  be  said  to  be  in  a  satisfactory  condition.     Thus, 
as  the  eighth  report  points  out:  — 

"A  payment   made  by  an  insolvent  debtor  to  his 

banker,  with  a  deliberate  view  ot  relieving  a  guarantor 

from  his  liability,  cannot  be  impeached,  although  if  it 

were  given  with    the   view  of  preferring  the  banker 

himself  it  would  be  void,  and  bankers  are  frequently 

being  preferred  in  this  manner  with  impunity." 

Whether  the  banker  or  the  guarantor  is  preferred,  in  either 

case   the   creditors   suffer.      The   principle    is   stated    in 

Morrell's  Reports  as  follows:— 

**  That  as  the  payment  in  question  was  made  not 

with  the  intention  of  preferring  the  creditor  to  whom 

it  was   made,   but   with   the    intention    of   benefiting 

another  person  who  was  not  a  creditor,  such  payment 

was  not  within  Section  48  of  the  Bankruptcy  Act.  1883, 

and  could  not  be  set  aside  as  a  fraudulent  preference." 

In  a  certain    well-known  case  the  receiving  order  was 

made  on  March  31st  1894,  on  the  petition  of  the  debtors. 

By  the  Official  Receiver's  report,  we  learn  that  (only  two 

days  before),  viz. : — 

"  By  a  deed  dated  March  29th  1894  one  of  the  debtors 

conveyed  certain  properties  to  his  managing  clerk  upon 

trust,  to  sell  the  same  and  app'y  the  proceeds  to  the 

extent    of  ;f4.200  in  making   good  deficiencies  upon 

several   trusts  of  which  he  (the  debtor)  was  trustee." 

The  House  of  Lords  decided  that  this  transaction  could 

not  be  impeached,  and  that  the  payment  on   the  eve  of 

bankruptcy  of  trust  money  for  which  the  debtor  was  liable 

was  not  a  fraudulent  preference  within  the  meaning  of  the 

Act.    But  the  unfortunate  creditors  were  the  sufferers  all 

the  same. 

It  would  seem  therefore  that  some  new  legislation 
regarding  fraudulent  preference  is  necessary.  This  matter 
is  especially  important  to  the  jewellery  trade,  where  the 
assets  are  of  so  portable  a  character,  and  so  easily  passed  on 
from  hand  to  hand,  as  is  the  case  with  articles  of  jewellery. 
Discharges. 
Section  8  of  the  Act  of  1883  provides  that  a  bankrupt,  at 
any  tine  after  his  public  examination  is  concluded,  may 
tpply  for  his  dischaif^e  to  the  Court.  On  the  hearing  of  the 
application  the  Court  must  take  into  consideration  a  report 
of  the  Official  Receiver  as  to  the  bankrupt's  conduct  and 
affairs  (including  a  report  as  to  the  bankrupt's  conduct  during 
the  proceedings  under  his  bankruptcy),  and  may  either 
gi'ant  or  refuse  an  absolute  order  of  discharge,  or  suspend 


the  operation  of  the  order  for  a  specified  time,  or  grant  an 
o-der  of  discharge  subject  to  any  conditions  with  respect  to 
any  earnings  or  income  which  may  afterwards  become  due 
to  the  bankrupt,  or  with  respect  to  his  after  acquired 
property.  Some  of  the  points  taken  into  consideration 
upon  the  hearing  of  an  application  for  discharge  are 
as  follows : — 

(a)  Whether  the  bankrupt's  assets  are  equal  to  los.  in  the  £, 
{b)  If  his  bookkeeping  has  been  good,  {c)  If  he  has  traded 
after  knowing  himself  to  be  insolvent,  (d)  If  he  has  contracted 
any  debt  without  at  the  time  of  contracting  it  having  a 
reasonable  ground  of  being  able  to  pay  it.  (e)  If  he  has  failed 
p  account  for  all  his  assets.  (/)  If  he  has  brought  on  his 
bankruptcy  by  rash  and  hazardous  speculation,  or  by 
unjustifiable  extravagance  in  living,  or  by  gambling,  or 
by  culpable  neglect  of  his  business  affairs.  There  are 
various  other  points  which  the  reader  can  ascertain  for 
himself  by  referring  to  the  Act. 

The  total  number  of  bankruptcies  under  the  Act  of  1883, 
and  up  to  the  end  of  the  year  1905,  has  been  94,283.  The 
number  of  applications  for  discharge  during  the  same 
period  was  19,936,  of  which  18,520  were  granted,  either 
unconditionally  or  subject  to  conditions  of  suspension. 
Those  figures  are  very  startling.  They  show  that  at  the 
present  time  there  may  be  upwards  of  75,000  undischarged 
bankrupts.  The  writer  submits  that  this  is  not  a  desirable 
state  of  affairs  from  the  point  of  view  of  what  is  in  the 
interests  of  public  policy.  Some  of  these  undischarged 
bankrupts  may  be  trading  in  the  names  of  their  wives. 
Others  may  have  accepted  situations.  Others  may  have 
lost  heart  and  enthusiasm,  and  become  practically  hopeless 
members  of  society.  Probably  a  large  number  have  become 
chargeable  to  the  rates.  There  can  be  no  doubt  that  a 
considerable  alteration  in  the  law  as  regards  discharges  is 
desirable.  The  suggestions  of  the  Birmingham  Jewellers' 
Association  as  regards  bankruptcy  reform,  forwarded  to  the 
President  of  the  Board  of  Trade,  contain  the  following 
recommendation,  viz.: — 

•'  The  bankrupt  should  be  compelled  to  apply  for  his 
discharge    within    a    certain    period    from   the    bank- 
ruptcy, and  failure  to  do  so  should  render  him  liable 
to  imprisonment." 
The  writer  is  of  opinion  that  this  remedy  is  of  too  drastic 
a  nature,  because  most  frequently  bankrupts  lack  the  funds 
necessary  for  making  their  applications,  and,   moreover, 
imprisonment  is  surely  not  to  be  considered.    The  writer 
suggests  as  follows— viz.,  that,  while  giving  every  bankrupt 
the  right  to  apply  for  his  discharge  at  any  time  on  similar 
'  lines  as  at  present,  it  should  be  compulsory  upon  the  Court 
'  at  the  end  of,  say,  three  years  from  the  date  of  the  bank- 


ruptcy, to  appoint  a  day  for  the  public  consideration  of  the 


'  bankrupt's  discharge,  and    that  the  bankrupt  should  be 
entitled  to  claim  his  discharge,  unless  creditors  or  the  Official 
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Receiver  attend  and  show  cause  to  the  contrary,  the  decision 
being  left  to  the  Judge  as  at  present.  The  great  point  is 
that  if  no  creditors  attend,  and  if  the  Official  Receiver  show 
no  good  cause  to  the  contrary,  the  bankrupt  should  by 
default  be  entitled  to  his  unconditional  order.  This  will 
not  prevent  prosecution  proceedings  during  the  preceding 
three  years,  if  creditors  or  trustees  should  think  fit  to 
institute  them.  The  subject  requires  more  consideration  than 
can  be  given  to  it  in  this  article.  For  example,  a  man  who 
becomes  bankrupt  on  a  second  occasion  should  not  be 
entitled  to  the  same  consideration  as  for  the  first  offence. 
Whatever  view  may  be  taken  of  the  subject,  it  cannot  be  in 
the  interests  of  public  policy  that  there  should  be  upwards 
of  75,000  undischarged  bankrupts.  Hope  should  spring 
eternal  in  the  human  breast,  and  it  should  not  be  forgotten 
that  the  question  of  discharge  affects,  not  only  the  bank- 
rupts themselves,  but  also  their  wives,  families,  and 
relatives,  who  may  suffer  in  the  social  estimation  of  their 
friends,  and  in  many  other  ways,  through  no  fault  of  their 

own. 

{^0  he  continued,) 


tactoti?  accountfno  as  HppUeb  to 
/ftacbtne  Sbopa— y. 


By  John  Whitmore. 


It  must  be  borne  in  mind  that  these  articles  are  written 
without  any  pretence  of  any  knowledge  beyond  that  of  the 
accountant.  If  matters  that  have  generally  been  regarded 
as  outside  of  the  province  of  the  accountant  are  here 
treated,  it  is  upon  the  principle  already  insisted  upon,  that 
if  any  true  organisation  is  to  be  accomplished  it  must  be 
through  the  departments  working  up  to  each  other  with 
an  intelligent  appreciation  of  t3he  way  in  which  the  work 
of  each  must  merge  into  the  harmonious  working  of  them 
all  to  a  single  end.  The  work  of  every  department  is  the 
affair  of  every  other  department,  so  far  as  each,  depart- 
ment can  develop  an  understanding  of  the  work  of  the 
others  and  facilitate  it,  and  help  to  give  it  an  increased 
efficiency.  It  is,  for  instance,  very  essential  that  this 
should  be  the  attitude  of  the  Engineering  Department  to 
the  Accounting  Department.  It  is  an  illustration  of  the 
way  in  which  this  principle  has  not  been  gprasped,  that 
engineers,  realising  how  many  and  intricate  considerations 
must  enter  into  the  true  determination  of  costs,  and  seeing 
no  adequate  sign  that  bookkeepers  and  Accounting  Depart- 
ments are  equipped  to  deal  with  the  matter,  have  claimed 
that  "cost  finding  is  an  engineering  problem."  The  book- 
keeper, on  the  other  hand,  knows  that  the  complete 
expenses  of  even  the  shop  operation  are  disclosed  only  in 
>e  financial  books,  and  knows  the  necessity  of  balanced 


bookkeeping  wherever  omissions  are  to  be  guarded 
against.  Again,  it  is  plain  that  unless  by  "cost-finding" 
is  meant  the  estimating  of  costs,  there  is  a  great  deal  of 
unmistakable  bookkeeping  work  to  be  done. 

The  elements  of  cost  so  far  dealt  with  are  the  simpler 
ones.  That  is  to  say,  upon  examination  the  method  of 
dealing  with  them  is  plain.  At  scarcely  any  point  are  the 
figures  absolutely  final,  free  from  all  qualification  and  all 
contingencies,  but  the  latter  are  recognisable,  and, 
generally  speaking,  arise  from  uncertainties  that  are  a  con- 
dition df  the  work  done.  This  does  not  mean  that  the 
cost  figures  arrived  at  are  necessarily  of  limited  value 
from  these  causes.  For  instance,  so  long  as  the  life  of  a 
machine  cannot  be  accurately  foreseen,  the  best  judgment 
concerning  it  is  the  fact  to  be  dealt  with.  On  the  other 
hand,  fictitious  cost  figures  might  be  created  through 
machine  parts  being  produced  in  quantities  larger  than  the 
existing  requirements  justify,  and  so  obtaining  a 
nominally  low  cost  for  those  actually  used  at  the  expense 
of  having  later  to  write  down  the  value  of  those  which 
become  inactive  stock.  The  means  of  guarding  against 
such  a  condition,  and  the  means  of  safeguarding  the 
accuracy  of  all  one's  figures,  and  so  giving  them  the  fullest 
value,  have  so  far  been  indicated. 

The  problem  is  somewhat  changed  when  one  comes  to 
the  accounting  for  small  tools,  and  patterns,  and  drawings. 
These  it  is  now  proposed  to  consider. 

Advantageous  working  of  the  shops  and  accuracy  in  the 
Cost  Accounts  are  alike  dependent  upon  the  sound  organi- 
sation of  the  Tool  Department.  The  shop  necessity  of 
the  prompt  furnishing  of  needed  tools  is  the  same  as  the 
necessity  of  the  prompt  furnishing  of  needed  materials. 
Qearness  in  the  tool  records  is  necessary  to  the  prompt 
furnishing  of  small  tools  to  the  machines,  and  to  the 
accuracy  of  the  small  tool  charge  in  the  respective  Cost 
Accounts,  and  to  the  economical  administration  of  the 
Tool  Pepartment  itself. 

Small  tools  may  from  the  accounting  standpoint  be 
divided  into  three  classes  :  (i)  Those  that  are  made  for  the 
purpose  of  a  particular  product — that  is,  not  a  standard 
product ;  or,  in  other  words,  that  are  made  for  a  special 
job  or  contract,  and  whose  further  use  is  problematical. 
The  production  order  for  such  tools  must  show  distinctly 
the  job  for  which  they  are  produced  and  the  Cost  Account 
to  which  they  are  directly  chargeable.  (2)  Tools  whose  use 
is  limited  to  a  single  machine,  or  a  limited  group  of 
machines,  and  whose  repair  and  depreciation  charges  can 
consequently  be  covered  in  the  machine  rates  for  such 
machines.  (3)  Tools  whose  use  is  of  such  a  general 
character  that  their  repair  and  depreciation  charges  are 
not  traceable  as  expenses  of  certain  machines,  but  may 
with  fidelity  to  actual  conditions  be  regarded  as  general 
expenses  of  one,  or  more  than  one,  or  all  of  the  shop 
departments. 
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For  the  purpose  of  small  tool  records,  doubtless  the 
card  index  is  the  most  useful  and  convenient  device.  Such 
an  index,  or,  more  properly.  Card  Ledger,  should  be  kept 
for  all  the  tools  belonging  to  the  tool  room,  including  all 
its  branches.  This  Ledger  may  be  divided  into  three 
divisions,  or  into  three  Ledgers,  corresponding  to  the  three 
divisions  of  the  small  tool  equipment  set  out  above.  The 
accounts  should  show  the  location  of  the  tools  and  their 
inventory  value,  and  the  Ledgers  should  be  kept  in  agree- 
ment with  the  controlling  Tool  Accounts  in  the  General 
Ledger. 

The  first  class  of  small  tools  mentioned,  being  those 
whose  cost  is  properly  charged  into  the  cost  of  the  job  for 
which  they  are  made,  but  which,  while  their  cost  has  been 
written  off,  are  kept  for  possible  future  use,  although  that 
may  be  limited  to  repairs  and  renewals  or  extension  of  the 
original  job,  may  have  a  nominal  value  placed  upon  them. 
If  their  future  use  is  very  uncertain  it  would  be  best  in 
setting  up  such  values  to  make  the  corresponding  credit  to 
a  Reserve  Account,  so  as  not  at  all  to  reverse  in  the  Profit 
and  Loss  Account  the  first  treatment  of  the  expenditure  as 
part  of  the  job  cost.  Any  reliable  value  that  there  is  in 
such  tools  may,  of  course,  be  credited  to  the  job  cost  to 
which  the  tools  were  charged. 

The  Card  Ledger  Accounts  for  tools  of  the  second  class 
should  be  arranged  in  divisions  corresponding  to  the 
several  departments  of  the  shops,  and  each  account  should 
show  the  machine  tool  or  machine  tools  to  which  the  small 
tools  represented  belong,  and  the  heading  of  the  account 
might  include  a  summary  of  the  actual  uses  of  the  tools. 
Such  tools  being  presumably  stored  in  the  departments 
where  they  are  used,  duplicates  of  the  several  divisions  of 
the  Ledger  may  advantageously  be  created  and  kept  in  the 
respective  departments. 

The  records  of  the  third  class  are  confined  to  the  Tool 
Department,  the  tools  represented  being  kept  in  the 
general  tool  room,  from  which  they  are  distributed  as 
occasion  for  their  use  arises.  When  these  tools  are  out  of 
the  tool  room  it  is  customary,  and  necessary  to  their 
control,  to  have  them  represented  by  two  checks,  the  first 
identifying  the  tool  and  the  second  bearing  the  nimiber  o*. 
the  workman  in  whose  charge  it  is.  The  accounts  in  this 
Ledger  should  be  very  carefully  classified  and  arranged  so 
as  to  constitute  the  clearest  possible  statement  of  the  small 
tool  equipment  represented. 

The  next  record  in  relation  to  small  tools  is  a  card  index 
of  the  standard  parts  machined  in  each  department 
respectively,  stating  all  the  tools  required  for  the  processes 
in  each  case,  and  stating  their  location.  This  facilitates 
the  prompt  delivery  to  a  machdnist  of  all  the  tools  proper 
to  be  used  upon  a  given  job.  There  is  then  in  each  depart- 
ment of  the  shops  a  cross  index,  to  the  tools  kept  in  the 


department    and   their   uses,    and    to    the    parts   to   be 
machined  and  the  tools  proper  to  the  operations. 

Additional  tools  are  produced  under  numbered  produc- 
tion orders,  for  which  Cost  Accounts  are  kept  in  a  Plant 
Production  Cost  Ledger.  Tool  repairs  and  replacements 
may  be  done  under  numbered  repair  orders  if  the  operation 
is  large  enougli,  and  it  is  well  to  fix  a  limit  of  estimated 
expense  or  for  small  repairs  under  standing  tool  repair 
orders.  The  series  of  standing  tool  repair  orders  must 
correspond  to  the  distribution  of  the  tool  expense  which  it 
is  found  practicable  to  make  in  the  Cost  Accounts  either 
through  machine  rates  or  Department  Expense  Accounts. 
Closed  Cost  Accounts  for  tool  production  and  tool  repairs 
should,  after  all  entries  are  made  in  the  general  books,  be 
filed  away  in  the  Tool  Department,  and  these  accounts 
should  be  kept  in  such  detail  as  would  enable  the  manage- 
ment of  the  Tool  Department  to  readily  obtain  from  them 
any  information  that  in  experience  might  be  found  useful 
and  obtainable  by  this  means. 

There  would  then  have  been  created  a  full  and  com- 
pletely classified  record  of  the  snrall  tool  equipment,  with 
locations,  uses,  and  values ;  and  full  and  available  records 
of  tool  production;  and  completely  classified  records  of 
the  expense  of  tool  repairs  and  renewals ;  facilitating  the 
shop  operations  and  making  possible  accuracy  in  the 
accounting ;  and  at  the  same  time  surely  creating  facilities 
for  the  management  of  the  Tool  Department  to  tihe  ends 
of  maintaining  the  necessary  equipment  without  duplica- 
tion, and  watching  and  controlling  the  tool  repair 
expense ;  and  possibly  for  the  more  technical  purposes  of 
standardising  tools  and  regulating  the  materials  used  in 
their  manufacture. 

The  organisation  and  the  accounting  in  relation  to 
foundry  patterns  are  simpler  than  the  corresponding 
matters  in  relation  to  small  tools,  but  there  is  none  the 
less  the  necessity  for  absolutely  clear  records  and  strict 
methods  of  procedure.  This  is,  of  course,  especially  true 
where  the  shops  are  large  and  the  product  of  a  varied  and 
varying  character,  and  the  active  or  semi-active  patterns 
consequently  large  in  number,  and  again  where  there  is 
added  to  these  conditions  that  of  the  ca^  tings  being  made 
by  independent  foundries.  The  expense  direct  and 
indirect  of  any  mistake  in  furnishing  patterns  to  the 
foundry  is  inevitably  serious,  and  the  methods  used  should 
carefully  safeguard  this  matter. 

The  first  necessity  is  a  pattern  Ledger,  and  for  this  pur- 
pose a  Loose-leaf  Ledger  is  probably  the  most  convenient 
device.  It  is  most  desirable  that  the  pattern  numbers  be 
continually  maintained  in  a  certain  intelligible  order  ;  that 
is,  that  a  series  of  consecutive  numbers  be  assigned  to  each 
class  of  product  of  the  shops,  and  then  that  the  cast  iron 
parts  entering  into  each  such  class  of  product  be  classified, 
and  each  series  of  numbers  divided  up  in  accordance  with 
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this  sub-classification.  If  this  arrangement  of  numbers  is 
to  be  kept  undisturbed  through  a  period  of  years,  there 
must  be  blank  numbers  for  future  use  in  every  sub-division. 
These  are  conditions  under  which  the  loose-leaf  book  is 
especially  useful. 

Castings  Accounts  in  the  Storehouse  Ledgers  should  be 
in  the  same  order  as  the  corresponding  Pattern  Accounts 
in  the  Pattern  Ledgers.  This  arrangement  of  numbers 
greatly  facilitates  the  work  in  the  several  departments,  and 
if  the  original  scheme  is  carefully  worked  out  the  numbers 
may  be  given  so  much  significance  that  there  is  great  like- 
lihood of  an  inaccurate  pattern  number  being  recognised 
as  inaccurate  and  the  mistake  corrected  before  it  has 
caused  any  real  trouble. 

Each  account  in  the  Pattern  Ledger  should  be  headed 
with  the  pattern  number  and  a  general  description  of  the 
pattern,  and  with  the  drawing  number ;  and  inasmuch  as 
this  is  a  permanent  and  always  easily  accessible  record, 
it  is  well  to  add  a  complete  list  of  the  parts  making  up  the 
pattern.  Provision  must  be  made  for  inserting  the  cost  and 
for  writing  depreciation -off  from  it.  The  balance  of  the 
page,  or  section  of  a  page  devoted  to  a  single  pattern,  is 
to  be  used  for  recording  its  location  and  every  change  in 
location.  This  Ledger  will  therefore  tell  all  about  a 
pattern,  including  where  it  is  at  any  given  time.  If  more 
than  one  foundry  is  casting  for  the  shops  it  will  fuxnish  a 
record  of  the  foundry  or  foundries  which  have  made  the 
castings. 

Another  matter  of  importance  is  that  wherever  a 
standard  casting  is  to  be  varied,  and  there  is  consequently 
an  alteration  to  be  made  in  the  pattern,  the  altered  pattern 
shall  bear  a  new  number  and  a  new  account  in  the  Pattern 
Ledger  be  opened  for  it,  the  old  account  being  closed  with 
a  reference  to  the  new  number.  When  the  pattern  is  altered 
back  to  the  original  form  the  temporary  account  is  closed 
and  the  original  account  reopened. 

Patterns  that  are  made  for  the  purposes  of  a  special  job 
or  contract  must,  of  course,  be  charged  to  tshe  Job  Cost 
Account,  as  in  the  case  of  special  tools,  and  thereafter 
treated  upon  the  same  principle  as  such  tools  and  by  a 
similar  method.  The  cost  of  altering  a  pattern  for  a 
special  job  and  the  cost  of  altering  it  back  to  its  standard 
form  must  be  charged  to  the  Job  Cost  Account. 

Separate  Pattern  Accounts  should  be  kept  in  the  General 
Ledger  representing  the  value  of  existing  standard  patterns 
for  each  distinct  class  of  machinery  or  apparatus  manu- 
factured, and  each  of  these  Pattern  Accounts  would  be  kept 
in  agreement  with  the  corresponding  section  of  the  Pattern 
Ijedger,  both  being  charged  with  the  original  cost  and 
having  the  same  depreciation  written  off  from  them  from 
time  to  time.  Separate  Pattern  Repair  Accounts  should  be 
kept  corresponding  to  the  several  Capital  Pattern 
^'  ccounts. 


If,  then,  a  column  is  provided  in  the  Cost  Ledger  form 
for  rough  castings,  there  can  be  added  to  the  total  of  this 
column  such  a  percentage  as  will  provide  for  the  repairs 
and  depreciation  of  patterns  for  the  class  of  product  to 
which  the  Cost  Account  relates,  plus  the  proportion  of  the 
general  expenses  of  the  Pattern  Department  chargeable  to 
such  class  of  product  on  the  basis  of  the  relation  of  the 
castings  used  in  it  to  the  total  castings  used  in  the  total 
product.  The  conditions  in  relation  to  castings  used  in  any 
shop  need  to  be  carefully  considered  in  order  to  determine 
whether  a  further  classification  of  patterns  and  the 
expenses  attaching  to  their  use  needs  to  be  made  in  order 
to  insure  the  fairness  of  the  pattern  expense  charge  in  all 
Cost  Accounts. 

If  the  patterns  are  sent  to  outside  foundries  it  is  neces- 
sary that  they  should  be  systematically  checked  up,  with 
lists  of  all  the  parts  of  which  they  consist,  both  when  they 
are  shipped  out  and  when  they  are  received  back.  The 
ordinary  precautions  taken  to  insure  the  provision  of  all 
materials  in  readiness  for  the  shop  operations  need  to  be 
taken  with  especial  strictness  in  regard  to  castings  made  by 
ou>tside  foundries,  as  the  conditions  of  their  accurate  and 
prompt  production  are  obviously  less  simple. 

The  accounting  in  relation  to  the  work  of  engineers  and 
draftsman  must  be  based  upon  the  strictest  possible  record 
of  the  actual  expenditure  of  their  time.  As  far  as  their 
time  is  expended  for  the  purposes  of  specific  jobs  it  is,  of 
course,  charged  to  the  Job  Cost  Accounts.  Beyond  this  it 
needs  to  be  classified  according  to  the  various  classes  of 
product,  and  according  to  the  particular  purposes  of  the 
work.  Some  part  of  it  will  be  a  purely  commercial 
expense,  being  for  the  purposes  of  prospective  jobs.  Some 
part  of  it  will  be  for  experimental  and  development  work, 
aid  will  be  a  general  charge  against  the  profits  of  the  busi- 
ness. Some  part  of  it  will  be  for  the  production  of  draw- 
ings for  standard  machines  of  each  class  of  the  product. 
This  last  it  is  proper  to  capitalise  in  accounts  represent- 
ing the  value  of  the  standard  drawings  for  each  class  of  the 
shop  product.  From  these  accounts  depreciation  must  be 
regularly  written  off  at  annual  rates  sufficiently  high  to 
keep  the  Drawing  Accounts  from  growing,  in  any  case, 
out  of  proportion  to  the  growth  of  the  business,  and, 
generally  speaking,  at  rates  somewhat  higher  than  this,  and 
t'lese  depreciation  charges  are  general  expenses  of  the 
manufacturing  for  the  respective  classes  of  the  product. 
1  he  general  expenses  of  the  Engineering  Department  are 
probably  most  justly  included  in  the  group  of  administra- 
tion and  office  expenses,  but  emphasis  may  again  be  laid 
I'pon  the  necessity  of  strict  time  records,  so  that  nothing 
may  remain  to  be  dealt  with  as  general  expenses  that  can 
be  properly  charged  as  a  part  of  the  cost  of  a  specific  job, 
or  of  a  particular  class  or  department  of  work. 
It  is  not  to  be  presumed  that  the  operations  of  any  shops 
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will  proceed  along  strictly  routine  lines.  All  operations 
have  their  peculiar  features  and  are  subject  to  various 
exigencies.  It  may  be  safely  asserted  that  it  is  never  neces- 
saiy  and  that  it  is  always  dangerous  to  conduct  any  manu- 
facturing operations  in  such  a  manner  that  the  essential 
record  cannot  be  made,  for  such  operations  would  be 
simply  disorderly.  And  with  patience  simple  accounting 
methods  can  be  developed  to  meet  whatever  special  con- 
ditions exist.  It  is  proposed  to  take  as  an  illustration  the 
necessity,  which  probably  arises  at  times  in  all  shops,  of 
borrowing  either  from  work  in  process  or  from  finished 
stock  some  materials  or  some  part  of  a  machine  which  is 
so  urgently  needed  as  to  justify  extraordinary  means  of 
delivering  it  quickly.  Here  is  something  to  be  done  which 
is  not  instructed  by  any  shop  order.  Th^  logical  procedure 
is  to  issue  a  shop  order  which  is,  and  is  called,  a  borrowing 
order.  Like  every  other  series  of  shop  orders,  these  are 
consecutively  numbered  and  a  Cost  Account  is  opened  for 
each.  At  the  same  time  that  the  borrowing  order  is  issued 
there  is  issued  a  production  order  to  replace  the  part 
borrowed.  This  production  order  instructs  that  the 
expenditure  under  it  be  charged  to  the  borrowing  order. 
If  the  borrowing  is  from  an  assembled  machine  the 
charges  to  the  Cost  Account  consist  of :  (i)  The  labour,  and 
other  expense,  if  any,  of  detaching  the  part  and  getting  it 
ready  for  its  new  use.  (2)  The  cost  of  replacing  the  part  and 
putting  it  back.  If  the  borrowing  is  from  unassembled 
parts,  the  borrowing  order  authorises  and  makes  a  record 
of  the  borrowing,  but  Ae  charges  to  the  Borrowing  Order 
Cost  Account  are  only  those  incurred  under  the  order  to 
reproduce.  In  either  case  the  Cost  Account  shows  the 
actual  cost  of  furnishing  the  part  by  means  of  borrowing  it 
and  replacing  it. 

And  when  all  storehouse  records  and  records  of  shop 
operations  have  been  provided,  together  with  the  means  of 
sommarising  them  for  entry  m  the  general  books,  there 
remains  to  be  considered  the  important  matter  of  the 
arrangement  of  the  accounts  in  the  General  Ledger. 
\Miether  beyond  the  monthly  Trial  Balance  there  is  prepared 
each  month  a/ro  forma  Profit  and  Loss  Account  and  Balance 
Sheet  or  not,  it  is  still  desirable  that  the  Ledger  balances, 
as  they  follow  each  other  in  Ledger  and  Trial  Balance,  shall 
he  as  plain  and  easily  read  a  statement  of  the  progress  and 
condition  of  the  business  as  it  is  possible  to  make  them. 
Monthly  Profit  and  Loss  Accounts  and  Balance  Sheets  are 
most  desirable  and  are  perfectly  practicable  so  far  as  com- 
pleted work  goes.  In  the  larger  machiiie  shops  and 
engineeriog  works  there  will  always  be  a  considerable 
nnmber  of  open  shop  orders  under  which  partly  manufac- 
tured materials  are  being  produced  for  the  storehouse,  and 
there  will  be  job  orders  for  equipment  or  installations  which 
extend,  from  the  beginning  to  the  completion  of  them,  over 
many  months,  in  the  latter  case  profits  are  in  abeyance,  and 
Profit  and  Loss  Accoont  and  Balance  Sheet  are  subject  to 


this  fact.  Again,  there  is  the  question  of  the  feasibility  of 
adjusting  all  open  Cost  Accounts  each  month  in  respect  of 
all  the  general  expenses  of  manufacturing.  Wherever  the 
conditions  permit,  and  in  many,  and  possibly  in  most,  manu- 
facturing businesses  they  do  permit,  the  practical  closing  of 
the  accounts  at  the  end  of  each  month  there  is  no  doubt  of 
the  value  of  doing  it.  Where  many  matters  must,  except  at 
greater  than  monthly  intervals,  remain  open,  it  does  not 
mean  that  the  situation  is  not  to  be  very  carefully  gauged 
each  month,  but  rather  that  it  needs  to  be  done  with  special 
care  and  perhaps  special  skill. 

The  arrangement  of  the  accounts  in  a  Ledger  should 
include  the  grouping  of  such  accounts  as  are  anywhere  dealt 
with  or  to  be  considered  in  their  total,  and  the  placing  in 
proximity  to  each  other  of  figures  whose  relationship  to 
each  other  it  is  necessary  to  watch.  All  the  accounts  repre- 
senting the  cost  of  factory  and  yard  space  should  be  brought 
into  a  group,  and  there  should  immediately  follow  this 
group  the  account  credited  with  the  distribution  of  these 
expenses.  If  an  inside  column  be  provided  in  the  Trial 
Balance  where  such  groups  of  expenses  can  be  footed  it 
will  immediately  be  seen  whether  such  expenses  are 
running  more  or  less  than  the  calculation  concerning 
them.  Similarly  with  all  the  expenses  which  it  is 
planned  to  absorb  into  the  Cost  Accounts  by  means 
of  machine  rates,  and  with  the  account  to  which  the 
machine  rates  are  credited  ;  and  again  with  all  the  expenses 
that  make  up  the  cost  of  power,  and  with  the  Power  Credit 
Account.  So  far  there  is  a  complete  distribution  or  absorp- 
tion of  expenses  monthly.  Coming  to  the  department  and 
factory  general  expenses,  the  administration  and  office 
expenses,  and  the  trading  expenses,  if  the  work  of  the  shops 
is  of  a  fairly  even  character  and  does  not  include  jobs  that 
are  in  process  for  lengthy  and  irregular  periods,  there  will 
easily  be  established  an  approximate  relationship  between 
expenses  incurred  in  each  group  and  the  same  as  absorbed  in 
the  Cost  Accounts,  the  unabsorbed  balance  being  in  respect 
of  work  in  process,  and  its  reasonableness  subject  to  not 
difficult  proof.  In  cases  where  the  work  of  the  shops  is  not 
of  an  even  character  and  some  of  the  work  is  a  long 
time  in  process,  a  calculation  can  be  made  in  regard  to 
the  unabsorbed  balances  of  general  expenses  by  making  the 
analyses  necessary  to  determine  to  what  parts  of  the  bases 
of  their  distribution  such  general  expenses  have  been  applied 
and  consequently  what  parts  of  them  await  the  addition 
of  the  general  expense  percentages  in  the  Cost  Accounts. 
It  is,  for  instance,  not  a  very  difficult  matter  to  ascertain 
the  amount  of  the  direct  labour  pay-roll  and  the  machine 
rates  in  a  given  department,  and  the  credits  to  general 
manufacturing  expenses  in  respect  of  that  department's 
labour  and  machine  rates,  and  from  the  percentage  in  use 
to  calculate  the  further  credit  which  would  come  from  that 
department  in  an  adjustment  of  the  Cost  Accounts  to  date. 
Where  the  jseof  thorough  accounting  methods  has  prepared 
the  way,  the  analysis  and  summing  up  of  the  showing  of  the 
monthly  Trial  Balance  is  an  excellent  test  of  the  efficiency 
of  the  head  of  the  accounting  department. 

{Th$  Journal  0/  Accountancy,  N.Y.) 


164 


THE    ACCOUNTANT 


February  2,  1907. 


Ubc  Xfvetpool  Cbatteteb  accountantd 
Students'  Hseocfatfom 


Syllabus— spring  Session,  1907. 


President—Mr,  W.  E.  Mounsey,  F.C.A. 
Hon.  Secretary — Mr.  W.  L.  Evans  (with  Messrs.  Chalmers, 
Wade  &  Co.). 

Feb.    7. — Lecture,    "Cost    Accounts    for    Small     Manu- 
facturers," Mr,  M.  Webster-Jenkinson,  A.C.A. 

„     14. — Debate  (particulars  later). 

,,    28.— Lecture,  **  Bank  Bookkeeping.     Mr.  J.  Watson 
(Lloyd's  Bank). 

Mar.  14. — Lecture,    "Municipal    Corporation    Accounts." 
Mr.  W.  A.  Caldwell. 

,,    20. — Debate  with  Liverpool  Law  Students'  Associa- 
tion.    (Subject  to  be  fixed  later.) 

At  the  Library,  3  Lord  Street,  at  6  p.m. 


XTbe  Cbattereb  Hccountants'  Oolt  Club. 


There  are  fifty-five  entries  for  the  annual  tournament 
now  in  progress,  made  up  as  follows : — Forty-seven  from 
London,  two  each  from  Nottingham  and  Sheffield,  and  one 
each  from  Blackburn.  Derbyshire,  Leeds,  and  Manchester. 
The  winner  will  receive  a  valuable  prize,  kindly  presented 
by  the  President  of  the  Institute  (W.  B.  Peat,  Esq.),  in 
addition  to  having  his  name  engraved  on  the  Shield,  which 
hangs  in  the  members'  room  of  the  Institute.  A  Second 
Prize  will  be  given  by  the  Club. 

A  novel  feature  of  the  conditions  governing  the  tourna- 
ment is  that,  when  a  match  is  played  on  the  links  of  a  club 
of  which  one  of  the  competitors  is  a  member  and  the  other 
is  not,  the  non-member  shall  be  entitled  to  receive  from  the 
member  a  stroke,  apart  from  the  customary  three-fourths  of 
the  difference  between  the  handicaps.  Among  those  who 
have  entered  are : — Mr.  T.  G.  Mellors,  of  Nottingham  (  +  1) ; 
Mr.  J.  Gurney  Fowler  (Captain),  of  London  (scratch) ;  and 
Mr.  V.  Manley,  of  Blackburn  (scratch).  Nine  players  have 
byes,  and  twenty-three  matches  are  arranged  for  decision 
in  the  first  round,  which  must  be  completed  by  February  18, 
the  second  by  nth  March,  the  third  by  ist  April,  fourth  by 
Z3th  April,  semi-final  by  ist  May,  and  final  on  the  2nd  May. 

A  Medal  Competition  will  also  be  held  on  the  2nd  May, 
"ticulars  of  which  will  appear  later. 


petsonaL 


Mr.  J.  W.  Vincent  has  commenced  practice  as  a 
Chartered  Accountant,  at  41  Coleman  Street,  London,  E.G., 
in  conjunction  with  Messrs.  William  Orton,  Attree,  Son 
&Co. 

Mr.  Maurice  G.  Dadley,  Chartered  Accountant,  of 
Masonic  Buildings,  Little  Park  Street,  Coventry,  has 
opened  a  branch  office  at  Bank  Chambers,  Newdegate 
Square,  Nuneaton. 

Mr.  Ernest  W.  Warlow,  Chartered  Accountant, 
announces  that  he  has  commenced  practice  as  a  Chartered 
Accountant  at  7  Moor  fields,  Liverpool,  and  10  Stanley 
Street,  Ormskirk.  For  the  past  six  years  he  has  been  with 
Messrs.  Davies  &  Crane,  Chartered  Accountants, 
Southport. 


Aeetfndd  (or  tbe  endutnd  Meeft. 


Monday  —  Institute    of    Chartered     Accountants.  — 

Library    and    Publication    Committee,   at    2  p.m. ; 

Investigation  Committee,  at  3  p.m. 
Tuesday  —  Institute     of     Chartered    Accountants.  — 

Applications  Committee,  at  3  p.m. 
Wednesday — Institute     of    Chartered    Accountants. — 

Finance  Committee,  at  12.30  p.m.  ;  Council,  at  2  p.m. 
Chartered  Accountants'  Prayer   Union. — Address 

by  the  Rev.  George  Hanson,  D.D.,  at'  i  Finsbury 

Circus,  E.G. ;  6.15  p.m. 
Thursday — Sheffield  Chartered  Accountants  Students* 

Society.— Lecture,  "  Bills  of  Sale,"   by  Dr.  Tinsley 

Lindley,  at  the   Library,   Hoole's  Chambers,  Bank 

Street ;  6.45  p.m. 
Glasgow      Chartered     Accountants      Students' 

Society. — Debate. 


Ube  Xaw  Socfets* 


students'  Certificates  of  Distinction. 


The  Vice-President  (Mr.  E.  Kell  Blyth)  distributed  on  the 
2 ist  ult.  the  certificates  of  distinction  awarded  to  the 
students  at  the  Society's  law  classes  in  respect  of  the  last 
two  terms  of  the  past  year.  There  were  present  the  Presi- 
dent (Mr.   Henry  Attlee),   Professor  Jenks   (Principal   oi 
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Studies),  and  Messrs.   C.   A.  Montague  Barlow,   LL.D., 
Dunlop,  Langridge,  and  Capom,  of  the  teaching  staff. 

Professor  Jenks  said  these  wore  the  certificates  of  dis- 
tinction which  had  been  awarded  in  respect  of  the  last  two 
terms  of  the  year  1906,  and  they  represented  a  very  high 
standard  of  attainment  on  the  part  of  the  students.  It 
would  be  a  very  easy,  and  no  doubt  a  very  popular,  thing 
that  a  free  and  liberal  award  of  these  certificates  should 
be  made,  but  it  had  been  felt  from  the  first  that  their  value, 
which  was,  of  course,  of  a  purely  honorary  character,  must 
depend  very  largely  upon  the  difficulty  with  which  they 
were  attained,  and  accordingly,  although  no  rigid  or 
mathematical  standard  was  laid  down,  it  might  be  relied 
on  that  in  every  case  the  securing  of  a  certificate  repre- 
sented a  very  high  standard  of  attainment  indeed,  not  only 
in  the  examination  itself,  which  was  not  regarded  as  the 
most  important  matter,  but  in  regularity  of  attendance  and 
in  intelligence  and  efficiency  of  work  generally. 

The  Vice-President  then  distributed  the  certificates  as 
follows :  — 

Third  Term,  1906. — Final  Students :  Real  Property  and 
Conveyancing,  Messrs.  Lawrence  Ashbridge,  C.  S.  Beach- 
croft,  E.  A.  Davidson,  H.  W.  Morris,  C.  A.  S.  Russ,  B.  A. 
Schooling,  D.  C.  Tewson,  and  Cyril  Turner;  Criminal 
I^w,  N[r.  C.  A.  S.  Russ.  Intermediate  Students :  Public 
Rights,  Messrs.  II.  B.  Hughes  and  G.  P.  Voss ;  Civil 
liijurie>,  Messrs.  M.  B.  Brown,  G.  R.  Cattarns,  and  A.  R. 
Cale.  Special  Classes:  Bills  of  Sale,  Messrs.  A.  D.  S. 
Rogers  and  V,  A.  Carlton  Smith  ;  Law  of  Copyright,  Mr. 
A.  D.  S.  Rogers. 

Fourth  Term,  1906. — Final  Students  :  Torts  and  Personal 
Property,  Messrs.  P.  J.  Bretherton,  G.  R.  Cattarns, 
Herbert  Taylor,  and  Cyril  Turner ;  Bankruptcy  and  Com- 
pany I^w,  Mr.  Samuel  Hands.  Intermediate  Students : 
ihings  Real,  Messrs.  D.  T.  Garrett  and  H.  B.  Hughes; 
Things  Personal  and  Rights  in  Private  Relations,  Messrs. 
H.  B.  Hughes  and  G.  P.  Voss.  Special  Classes:  Charter- 
parties,  Mr.  F.  A.  Carlton  Smith ;  Voluntary  and  Fraudu- 
lent Settlements,  Messrs.  A.  D.  S.  Rogers  and  F.  A. 
Carlton  Smith. 

The  Vice-President  expressed  his  sense  of  the  excellent 
teaching  the  students  had  received.  He  had  been  very 
interested  in  the  lecture  of  Mr.  Jenks  to  which  they  had  all 
listened,  and  was  extremely  pleased  to  know,  as  the 
Council  did  know,  that  the  classes  were  succeeding.  The 
excellent  education  which  was  given  was  a  subject  for  con- 
gratulation to  all  interested  in  the  study  of  the  law.  This 
had  not  been,  as  they  knew,  always  the  case.  There  had 
been  no  classes  and  no  such  teaching  when  he  was  in  the 
position  of  a  student  some  half  century  ago.  It  was  true 
the  Society  at  that  time  had  its  lectuxes,  and  he  well 
remembered  listening  to  a  very  interestii3g  course  which 


was  delivered  in  the  large  hall  of  the  Society  on  convey- 
ancing, common  law,  and  equity.  But  the  teacheirs  of  that 
time  were  not  in  touch  with  the  students.  There  were  no 
classes,  and  no  opportunity  for  the  students  to  talk  to  their 
teachers  and  so  to  solve  their  difficulties,  so  that  the  teach- 
ing of  fifty  years  ago  was  very  different  from  the  teaching 
aiui  training  the  law  students  obtained  to-day.  But  if  one 
went  a  little  fuirther  back  than  that,  it  was  still  worse.  He 
had  read  with  considerable  interest  an  extract  from  a  little 
pamphlet  published  in  18 18  which  had  been  preserved  and 
quoted  by  Dr.  Blake  Odgers  in  one  of  his  interesting 
lectures.  The  pamphlet  was  entitled  "A  letter  from  a 
"grandfather  to  has  grandson,  an  articled  clerk,  pointing 
"out  the  right  course  of  his  studies  and  conduct  during 
"his  clerkship  in  order  to  his  successful  establishment  in 
"  his  profession.  By  Jacob  Phillips,  of  the  Inner  Temple, 
"formerly  an  atrticled  clerk.  1818."  The  extract  was  as 
follows :  — "  The  difficulty  that  now  meets  you  is  how  to 
"obtain  satisfactory  information  in  answer  to  this  ques- 
"  tion  " — it  was  a  legal  question — "  and  here  there  is  con- 
"siderable  difficulty;  your  tutor  is  probably  always 
"engaged  in  the  hurry  of  practice,  your  brother  clerk  may 
"not  be  competent  to  answer  you,  there  is  no  applicable 
"  junior  law-book  to  assist  you,  and  you  must  make  the  best 
"  use  you  can  of  the  books  that  are  procurable.  This  is  the 
"general  unaided  state  of  a  youth  entering  an  attorney's 
"office.  No  wonder  lihat  so  many  exclaim,  Fafeor,  animus 
^meas  amisit  mt!  It  is  impossible  to  conceive  a  more 
"lamentable  case  than  a  youth,  just  taken  from  school, 
"glowing  with  admiration  of  the  beauties  of  Grecian  and 
"  Roman  literature,  set  down  to  an  attorney's  desk  to  copy 
"declarations  and  pleas,  of  all  things  the  most  contrary 
"to  his  former  pursuits."  He  thought  they  would  agree 
that  students  were  in  rather  a  different  position  now  from 
those  of  18x8,  and  this  interesting  little  letter  was  a  good 
illustration  of  the  defects  of  those  days.  An  effort  was 
being  made  to  do  better  now,  and  the  Council  of  the  Law 
Society  had  no  greater  pleasure  than  in  trying  to  improve 
the  study  and  the  training  in  law  of  the  students  of  the 
present  day.  He  should  like  to  say  one  or  two  words  upon 
the  subject  of  equity  which  had  arisen  out  of  the  evening's 
lecture.  A  few  days  ago  he  had  observed  a  passage  in  the 
speech  of  the  Lord  Chief  Justice,  when  addressing  the  law 
students  at  York,  to  the  effect  that  law  students  ought  to 
make  themselves  thoroughly  acquainted  with  the  history 
and  the  principles  of  law  during  their  studentship,  because 
when  they  got  into  practice  they  were  hardly  likely  to  have 
time  to  improve  their  knowledge  materially.  He  did  not 
propose  to  say  one  word  about  the  principles  of  equity,  but 
he  had  always  been  interested  in  studying  the  history  of 
legal  and  other  subjects,  and  it  had  struck  him  as  a  most 
extraordinary  and  wonderful  thing  that  for  five  centuries, 
until  the  Acts  of  1873  and  1875  ^^i^^  passed,  there  had 
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beea  two  rival  systems  and  principles  of  law  side  by  side, 
administered  by  different  Judges  criticising  one  another  in 
a  not  too  friendly  way,  and  only  one  of  the  systems  had 
actually  exercised — repeatedly  exercised — the  principle  of 
granting  an  injunction  restraining  the  other  from  going  on 
with  its  action.  It  was  certainly  extraordinary  to  realise 
how  that  had  grovm  up.  It  began,  he  thought,  about  the 
latter  part  of  the  reign  of  Edward  III.,  when  the  Court 
refused  to  recognise  the  uses  of  land.  Thereupon  the 
chancellory,  coming  upon  the  conscience  of  the  persons 
who  resisted  them,  had  to  make  an  order  requiring  them  to 
do  so.  So  things  went  on,  the  two  Courts  side  by  side — 
one  administered  by  the  Judges  of  the  land,  the  other  by 
the  Chancellor — ^until  1875,  when  the  fusion  of  law  and 
equity  took  place,  although  it  was  very  far  from  being  an 
absolute  fusion,  and  the  Chancery  side  got  the  better  of 
the  other,  and  was  declared  by  the  English  Parliament  to 
be  the  superior  one.  It  was  curious  to  see  how  for  the 
first  200  years  the  work  of  the  Chancellor  had  been  entirely 
on  the  conscience  of  the  other  side,  and  that  for  200  years, 
at  all  events,  it  was  very  frequently  intrusted  to  Church- 
men. After,  however,  the  end  of  the  fifteenth  century, 
about  the  time  of  Queen  Elizabeth's  reign,  it  was  intrusted 
to  the  lawyers,  and  since  then  it  had  always  been  intrusted 
to  the  lawyers.  But  it  showed  how  the  origin  of  this 
difficulty  arose — ^that  the  hard  and  fast  laws  of  ancient 
England  were  not  quite  satisfactory  to  the  King  and  his 
Chancellor,  and  how  they  interfered  and  created  a  new 
set  of  Courts  and  principles  side  by  side,  so  far  as  the 
existence  of  two  Courts  with  two  different  Judges  was  con- 
cerned. This  was  peculiar  to  England.  The  only  parallel 
he  knew  of  to  some  extent  was  to  be  found  in  the  old 
Roman  law,  where  they  had  two  systems  of  law  something 
like  the  law  and  equity  of  England,  but  with  this  distinc- 
tion—that they  were  administered  by  the  same  Judges. 
He  was  not  aware  of  any  country  where  the  two  systems 
of  judicature  and  law  ran  side  by  side.  There  was  no 
such  thing  in  Scotland^  where  the  whole  of  the  country 
was  administered  by  one  Court — the  Court  of  Session — and 
there  was  nothing  of  rival  principles  clashing  with  one 
another,  nor  was  it  so  in  France  or  Germany,  or,  so  far  as 
he  knew,  in  any  other  country ;  but  in  England  it  existed, 
and  we  had  to  deal  with  it.  One  other  thing  he  should 
like  to  say.  He  wanted  to  address  a  few  words  to  those 
who  were  studying  for  the  profession,  and  to  appeal  to 
every  one  of  them  to  remember  that  it  was  an  honourable 
profession,  and  to  urge  upon  them  that  they  should  do  all 
in  their  power  to  maintain  the  honour  of  the  profession. 
They  might  be  aware  that  there  had  been  some  public  dis- 
cussion recently  which  was  not  altogether  satisfactory  to 
the  profession,  and  that  a  Committee  had  been  appointed, 
and  was  now  sitting,  to  discuss  the  question  of  Solicitors' 
Accounts.     To   some  extent  that   Committee  had   been 


appointed  upon  what  he  thoug^ht  was  a  grave  illusion.  The 
fact  that  there  was  occasional  default  on  the  part  of 
solicitors  in  making  good  their  clients*  money  had  been 
talked  about  as  if  it  were  a  public  scandal ;  but  the  matter 
had  been  enormously  exaggerated.  In  the  speech  of  the 
Lord  Chief  Justice,  from  which  he  had  already  quoted,  the 
Lord  Chief  Justice  had  pointed  out  that  the  proportion  of 
solicitors— and  it  should  be  borne  in  mind  that  there  were 
X 8,000  practising  solicitors  in  England — the  proportion  of 
solicitors  who  were  defaulters  was  so  small  as  to  be  not 
one-sixth  of  i  per  cent,  in  the  course  of  a  year — a  mere 
decimal  of  i  per  cent. — and  to  talk  about  the  profession 
as  had  been  done  by  many  writers  in  the  papers  was  the 
gravest  scandal  on  the  profession,  and  most  disgracefully 
untrue.  He  believed  that  the  enormous  majority  of  the 
profession — ^how  large  might  be  estimated  from  the  figures 
given  by  the  Lord  Chief  Justice— were  thoroughly  honest 
and  thoroughly  honourable,  and  that  they  were  doing  good 
work  throughout  the  country  and  were  of  very  great  benefit 
to  their  clients.  He  would  appeal  to  all  his  hearers  to  bear 
in  mind  that  the  first  thing,  the  most  important  thing,  they 
could  keep  before  them  was  to  be  actuated  by  the  highest 
honour  and  the  highest  truth  and  justice  in  everything 
they  had  to  do.  So  far  as  their  own  careers  were  con- 
cerned, many  of  them  might  become  partners  in  firms 
before  long,  in  which  position  they  would  have  to  handle 
money.  He  appealed  to  them  not  to  mix  their  clients' 
moneys  with  their  own,  and  urged  them,  when  they  were 
advising  their  clients,  to  advise  them  always  to  act 
honourably,  and  that  for  their  own  credit  they  should  not 
be  parties  to  anything  dishonourable,  either  when  acting 
on  the  part  of  the  client  or  of  anyone  else.  He  congratu- 
lated the  students  who  had  received  certificates,  and  hoped 
tiiey  might  have  success  in  their  profession,  and  that  they 
mig^ht  not  regret  when  they  had  been,  like  himself,  nearly 
half  a  century  in  practice  that  they  had  entered  upon  it. 

The  President  moved  a  vote  of  thanks  to  the  Vice- 
President,  observing  that  the  Council  wished  they  could 
see  more  of  the  students,  but  that  was  rather  difficult ; 
but  the  Council  wished  to  be  in  every  way  their  friends, 
and  to  help  them  forward  in  life  as  far  as  they  possibly 
could.  It  had  given  him  veiy  great  pleasure  to  see  that 
there  were  amongst  those  to  whom  certificates  had  been 
awarded  the  sons,  or,  at  all  events,  the  relatives,  of  old 
friends  in  the  profession,  and  he  was  glad  to  see  that  they 
were  following  in  the  footsteps  of  their  fathers.  The  pro- 
fession was  thoroughly  enjoyable  and  delightful  if 
followed  in  the  right  spirit.  They  had  all  to  deplore  the 
death  of  the  late  Professor  Waithman.  In  him  they  had 
lost  a  really  valuable  friend,  who  had  taken  the  greatest 
interest  in  the  students,  and  he  thought  that  some  of  them 
would  like  to  attend  the  memorial  service  which  was  to  be 
held  in  Lincoln's  Inn  Chapel. 
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Mr.  C.  A.  Montague  Barlow,  LL.D.j  having  seconded 
the  motion. 

The  Vice-President   briefly   returned   thanks,   and   Hht 
proceedings  terminated. 


rafltites  ant>  Xtlls  of  Sale  in  Bttdlanb 
anb  Males. 


According  to  Kemp's  MercantiU  Gasette,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
daring  the  week  ending  Friday,  Jan.  25th,  was  146,  viz.  :— 
New  Bankruptcy  Proceedings  published  in  the  London  GoMette. 
79 ;  Deeds  of  Arrangement  registered,  67.  The  respective 
nambers  in  the  corresponding  week  of  last  year  were: 
Bankruptcies.  94 ;  Deeds  of  Arrangement,  65  —total,  159  ; 
being  a  decrease  oi  13.  The  total  number  of  commercial 
failures  recorded  during  the  4  weeks  of  the  present  year  is 
54  X  ;  the  total  number  recorded  in  the  corresponding  4 
weeks  of  last  year  was  623.  showing  a  decrease  of  82. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
Jan.  25th,  was  160.  The  number  in  the  corresponding  week 
of  last  year  was  159,  showing  an  increase  of  i.  The' total 
number  filed  during  the  4  weeks  of  the  present  year  is  522  ; 
the  total  number  filed  in  the  corresponding  4  weete  of 
last  year  was  542  showing  a  decrea&e  of  20. 


Debentures, 

The  Mortgages  and  Charges  registered  by  limited 
oompanies  in  England  and  Wales  during  the  week  ending 
Friday,  Jan.  25th,  amounted  to  ;f2, 207,580,  by  way  of 
addition  to  /i. 932,387,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
wtftk  of  last  year  was  ^654,660,  showing  an  increase  oi 
/z, 552,920.  The  total  amount  registered  during  the  4 
wesks  of  the  present  year  is  ;f  7.767,744  (in  addition  to  the 
issues  in  previous  years  by  the  same  companies),  as 
compared  with  ;f5.402,394  for  the  corresponding  4  weeks 
in  1906,  showing  an  increase  of  ;^2,365,35o. 


The  Profession  in  Scotland. 


Soottiih  IntolTeacles. 

During  1906  there  were  1,231    insolvencies  reported   in 

Scotland,  of  which  600  were  trust  deeds,  351  cessios,  and 

a8o  sequestrations.    Of  the  total  over  40  per  cent,  fall  to  be 

I  to  the  four  big  cities,  the  details  being  as  follow : — 


Sequestra-  Trust 

tions  Cessios  Deeds  Total 

Glasgow 73  124       133  330 

Edinburgh 30  22        41  93 

Dundee        ..         ••         ••         ..          4  4        23  31 

Aberdeen 8  13        42  63 

115  163  239  517 
The  proportion  of  insolvencies  to  the  population  of  Scotland 
is  approximately  2}  per  10,000.  Taken  by  counties,  Orkney 
comes  out  best  with  i  of  i  per  10,000,  Shetland  and  Berwick 
following  with  }  of  i  each.    Elgin  makes  the  worst  showing 

with  8  per  10,000,  and  Bate  follows  pretty  closely  with  7. 

The  following  table  shows  the  proportions  when  split  up 
into  trades  and  professions  : — 

Sequestra-  Trust 

tions  Cessios  Deeds  I'otal 

Grocers  and  Provision  Merchants        18  26        92  136 

Licensed  Grocers 8  2        30  40 

Contractors  and  Builders..         ..        28  22        33  83 

Farmers 22  10        41  73 

Drapers        5  12        46  63 

Hotel  and  Innkeepers       . .         . .        17  13  .     20  50 

Tailors  and  Clothiers        . .         . .          3  10        31  44 

Bakers         ..         ..         *.         ..          5  5        26  36 

General  Merchants           . .         . .          4  4        17  25 

Wine  and  Spirit  Merchants        ..         11  5          7  23 

Cabinet  Makers  and  Upholsterers          8  3        12  23 

Coal  Merchants 7  9          7  23 

Butchers 3  8         10  21 

Boot  Makers           3  4        13  20 

Ironmongers  and  Hardware  Mer- 
chants                 6  I         12  19 

Painters       —  9        10  19 

Plumbers i  4        13  18 

Dairymen     .,         3  6          9  18 

Solicitors 9  3          4  16 

Commission  Agents          . .         . .          6  6          2  14 

Cycle  Agents          5  i          7  13 

Blacksmiths           2  2         9  13 

Fruiterers 4  2          7  13 

Stationers i  i          9  11 

Fish  Merchants  and  Curers        ..          i  4          6  11 

Watchmakers  and  Jewellers       . .           i  i          8  xo 

Carriage  Hirers 3  5          2  10 

Grain  Merchants    . .         • .         . .          4  —          5  9 

Confectioners         2  4          3  9 

Printers  and  Publishers    . .         . ,          8  —          i  9 

Manufacturers        5  —          3  8 

Chemists  and  Druggists  . .         . .          i  i          5  7 

Engineers 4  2          i  7 

Photographers        —  2          4  6 

Cattle  Dealers        3  2          i  6 

Saddlers —  i          4  5 
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Aerated  Water  Manufacturers   . .  —          1-4         5 

Electrical  Engineers        ..         ..  —          i          4          5 

Nurserymen           2          3        —          5 

Drysalters —          2          3          5 

China  Merchants —          i          4          5 

Millers         2          i          2          5 

Accountants           3          i        —         4 

Posting  Masters 3          i        —          4 

Glass  Merchants    . .         . .         . .  2        —          2          4 

House  and  Property  Agents       . .  i          i          2          4 

Laundrymen           i          i          2          4 

A  great  many  other  trades  and  professions— too  numerous 

to  mention — are  represented  to  the  extent  of  one,  two,  or 

three,  while  in  154  cases  the  trade  or  profession  was  not 
stated. 


For  the  week  ending  26th  January  the  number  of  insol- 
vencies reported  in  Scotland  was  26,  as  compared  with  18 
in  the  corresponding  week  of  last  year.  The  trust  deeds 
numbered  12,  as  compared  with  7  ;  the  sequestrations  7,  as 
compared  with  7  ;  and  the  cessios  7,  as  compared  with  4. 
The  total  for  the  four  weeks  of  the  year  is  102,  as  compared 
with  89  last  year — the  trust  deeds  numbering  49  against  35, 
the  sequestrations  25  against  26,  and  the  cessios  28  against 
28.  Of  the  12  trust  deeds  reported  last  week,  5  were  granted 
in  favour  of  Chartered  Accountants. 
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What  is  an  ''Incorporated  Accountant''? 

''PHE  case  of  The  Society  of  Accountants  and 
Auditors  v.  Goodway  and  others  (a  verbatim 
report  of  which  appeared  in  our  Law  Reports 
last  week)  is  one  of  considerable  interest,  not 
merely  to  Incorporated  Accountants  and  those 
others  who  sought  to  so  describe  themselves, 
but  also  to  the  whole  accountancy  profession. 
It  indicates  that,  however  unsatisfactory  the 
present    legal    status    of    properly    qualified 
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practitioners  may  be,  there  are  at  least 
some  limits  to  the  extent  to  which  un- 
authorised persons  may  seek  to  secure  the 
benefits  to  be  derived  from  the  reputation  that 
accountants  of  ability  and  probity  have  estab- 
lished in  the  business  world  during  the  past 
quarter  of  a  century. 

It  will  no  doubt  be  remembered  that  the 
trial  of  the  action,  which  came  before  Mr. 
Justice  Warrington  on  the  28th  ult.,  and 
occupied  his  Lordship  up  to  the  31st  ult.,  was 
by  no  means  the  first  encounter  between  the 
parties.  On  the  9th  March  1906  there  was  a 
motion  before  Mr.  Justice  Warrington  in  the 
matter  of  The  Society  of  Accountants  and 
Auditors  {Incorporated  1885)  v.  The  London 
Association  of  Accountants  to  stay  the  action,  on 
the  ground  that  there  was  no  such  body  in 
existence  as  the  plaintiffs,  as  described,  and 
that  the  action  should  be  dismissed,  with  costs 
against  the  solicitor  who  issued  the  writ.  This 
motion  was  dismissed,  without  costs  on  either 
side,  his  Lordship  giving  the  plaintiffs  leave  to 
amend  their  writ  by  striking  out  the  words 
"  Incorporated  1885,"  and  inserting  them  in 
the  description  of  claim.  An  account  of  these 
proceedings  appeared  in  The  Accountant  Law 
Reports  (Vol.  XXXIV.,  p.  33), 

The  following  week — on  the  i6th  March 
1906 — the  matter  again  came  before  his  Lord- 
ship by  way  of  a  motion  for  an  injunction 
against  the  defendants,  and  after  a  lengthy 
hearing  Mr.  Justice  Warrington  decided, 
without  expressing  any  opinion  upon  the 
merits  of  the  case,  that  for  the  purposes  of  an 
interlocutory  application  the  evidence  brought 
before  him  was  not  sufficient,  and  that  he  must 
therefore  refuse  the  motion,  with  the  usual 
result — the  defendants'  costs  of  the  motion  to 
be  defendants*  costs  in  the  action.     In  com- 


menting upon  this  decision  in  our  issue  of  the 
24th  March  of  last  year  we  expressed  ourselves 
not  very  hopefully  as  to  the  Society's  ultimate 
chances  of  success;  but  on  the  trial  of  the 
action  last  month  the  plaintiffs  were  able  to 
produce  a  volume  of  evidence  on  their  behalf 
that  was  practically  irrefutable,  whereas  the 
evidence  of  the  defendant  Association  (with 
whom  Mr.  Goodway  had  been  joined  as 
co-defendant)  was  correspondingly  weak. 

The  plaintiffs'  evidence,  which  was  given  in  full 
in  our  Law  Reports  last  week,  shows  that  while 
the  position  of  an  Incorporated  Accountant  is 
regarded  by  business  men  as  being  second  to 
that  of  a  Chartered  Accountant,  yet  the  term 
possesses  a  definite  and  well-recognised  mean- 
ing of  distinct  value  to  its  possessor,  and  that 
evidence  being  practically  incontestable,  the 
point  that  we  drew  attention  to  last  March,  as 
being  what  we  regarded  as  the  weakest  point 
in  the  Society's  armour,  was  passed  by 
unnoticed.  Contrary  to  what  probably  the 
average  layman  would  have  expected,  the 
plaintiffs  were  not  called  upon  to  show  that 
they  had  any  right  in  the  first  instance  to 
appropriate  to  themselves  the  title  "Incor- 
porated Accountant  "  :  it  was  shown  that  they 
had  appropriated  that  title  long  before  the 
defendant  Association  came  into  existence,  that 
it  was  a  "  fancy  title "  to  which  a  definite 
meaning  had  accrued,  and,  as  such,  a  title 
that  ought  not  to  be  applied  by  others  in  an 
entirely  different  sense. 

The  case  on  behalf  of  the  defendants,  as 
reported,  seems  weak.  They  succeeded 
altogether  in  producing  ten  witnesses  who 
were  prepared  to  go  so  far  as  to  say  that  while 
.they  knew  what  a  Chartered  Accountant  ^vas, 
they  did  not  know  that  an  Incorporated 
Accountant  meant  more  than  that  the  possessor 
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of  the  designation  was  not  entitled  to  describe 
himself  as  a  Chartered  Accountant.  The 
evidence  of  ten  witnesses  to  this  effect  could 
obviously  in  itself  prove  nothing :  there  is 
probably  no  single  fact  so  generally  known 
that  it  would  not  be  easy  to  produce  hundreds 
— or  even  thousands — of  persons  willing  and 
able  to  testify  that  they  then  heard  it  for  the 
first  time.  Yet  one  must  confess  to  a  certain 
amount  of  surprise  that  it  should  have  been 
found  possible  to  discover  three  solicitors 
whose  ideas  upon  the  subject  of  accountants 
were  so  vague. 

Mr.  Justice  Warrington's  decision  is 
especially  of  interest,  as  it  follows  on  principle 
the  ruling  of  the  Scottish  Inner  House  in  the 
case  of  The  Society  of  Accountants,  Edinburgh  v. 
The  Corporation  of  Accountants,  Lint.,  and 
formally  establishes  that  rule  as  a  precedent 
in  this  country.  It  is  further  of  interest  as 
altogether  demolishing  the  assertion  which  has 
from  time  to  time  been  made  by  some  members 
of  the  Council  of  the  Institute  that  it  would 
be  hopeless  to  take  legal  proceedings  in  this 
country  against  persons  who,  not  being  Char- 
tered Accountants,  falsely  describe  themselves 
as  such.  Upon  the  principle  that  that  which 
is  covered  by  the  less  is  also  covered  by  the 
greater,  it  is  clear  that  if  an  unauthorised 
person  may  be  restrained  from  describing  him- 
self as  an  "Incorporated  Accountant,"  a  fortiori 
may  he  be  restrained  from  describing  himself 
as  a  "  Chartered  Accountant,"  and  we  trust 
that  the  next  time  anyone  makes  the  attempt 
the  effect  of  this  decision  will  not  be  overlooked. 

In  any  comments  upon  this  case  it  is  only 
right  to  mention  that  the  plaintiff  Society's 
allegation  of  fraud  against  the  defendants 
failed  altogether,  and  that  accordingly  his 
Lordship  ruled  that,  in  so  far  as  the  costs  had 


been  increased  by  the  allegation  of  fraud,  they 
must  be  paid  by  the  plaintiffs,  and  not  by  the 
defendants. 


The  Audit  of  the  First   Balance   Sheet  of  a 
Limited  Company. — IL 


TT7E  do  not  altogether  agree  with  Mr. 
'  *  Mitchell  in  his  statement  that  the  effect 
of  Section  8  of  the  Companies  Act,  1900,  is  to 
permit  the  issue  of  a  company's  shares  at  a 
discount.  As  a  mere  question  of  account  there 
may,  perhaps,  be  no  very  real  difference  in  the 
final  result  between  issuing  shares  of  £1  each  at 
a  discount  of  five  shillings  and  repaying,  in  the 
name  of  commission,  five  shillings  per  share  on 
shares  of  £1  each  to  every  person  who  applies  for 
such  shares,  but  apparently  the  lecturer  has 
misunderstood  the  precise  application  of  this 
section.  It  has  already  been  held  that  a  com- 
mission offered  to  every  one  who  applies  for 
shares  is  equivalent  to  the  offer  of  such  shares 
at  a  discount,  and  is  therefore  illegal.  That 
is  the  difficulty  which  has  been  experienced  in 
connection  with  the  issue  of  the  capital  of 
reconstructed  companies.  As  a  matter  of  fact, 
however,  although  the  financial  result  to  the 
company  may  be  the  same,  there  is  a  very 
broad  distinction  between  the  payment  of  a 
commission  to  those  who  can  succeed  in 
inducing  others  to  subscribe  for  shares — or  who, 
failing  such  success,  may  agree  to  themselves 
subscribe,  so  that  in  the  aggregate  a  certain 
prescribed  minimum  of  subscriptions  may  be 
obtained — and  the  offer  of  an  equal  commission 
to  every  one  who  subscribes  for  shares  of  the 
company.  The  last-named  is  obviously  an  issue 
of  shares  at  a  discount,  so  thinly  veiled  as  to 
be  practically  quite  undisguised;  the  first- 
named  is    a    commission   paid   to  a  limited 
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number  of  persons  for  the  purpose  of  ensuring 
a  certain  definite  result,  and  it  provides  this 
automatic  safeguard — that  inasmuch  as  its 
amount  must  be  disclosed,  if  the  commission 
offered  be  unreasonable,  no  applicants  for 
shares  will  be  procurable.  Thus  creditors,  who 
are  entitled  to  assume  that  the  capital  has  been 
subscribed  in  fact  as  well  as  upon  paper,  are 
reasonably  protected  by  the  provisions  of  Sec- 
tion 8,  save  that  this  section,  like  most  other 
statutory  enactments,  is  capable  of  being 
abused  by  those  who  deliberately  set  about  to 
evade  it.  Thus  it  is  conceivable  that  the  pro- 
moter and  his  friends  might  themselves  under- 
write the  capital  of  a  company  at  a  large 
commission  with  the  express  intention  of  fixing 
the  commission  so  high  that  the  public  would 
decline  to  respond,  thus  enabling  them  to 
themselves  take  up  the  whole  of  the  capital 
upon  terms  which  would  virtually  amount  to 
the  issue  of  that  capital  to  them  at  a  discount. 
It  is  not  very  likely,  however,  that  such  condi- 
tions as  this  would  become  general,  for  the 
failure  of  a  public  issue  invariably  becomes 
more  or  less  public  knowledge,  and  would 
seriously  prejudice  the  chances  of  the  promoters 
to  subsequently  unload  their  holdings  upon  the 
market. 

Finally,  the  lecturer  deals  with  one  of  the 
most  important  aspects  of  his  subject — namely, 
the  position  of  a  company  acquiring  an  existing 
business,  together  with  the  benefit  of  profits 
accruing  due  since  some  date  prior  to  the  deed 
of  registration.  It  has  been  suggested  that  in 
such  cases  profits  earned  prior  to  the  date  when 
the  company  is  authorised  to  commence  busi- 
ness are  unavailable  for  distribution,  even 
although  they  may  have  been  in  part  or  wholly 
rned  since  the  date  of  registration.  Upon 
"y  point,  however,  the  paper  before   us   is 


silent.     Another  somewhat  important  omission 
is  the  proper  treatment  in  cases  where  during 
this  period  of  time  the  business  has  resulted  in 
a  loss  instead  of  a  profit,  and  upon  this  point 
no  doubt  a  good  deal  of  discussion  might  use- 
fully centre.     In  the  space  at  present   at  our 
disposal  it  is  impossible  for  us  to  deal  with  the 
matter  in  detail,  but  it  seems  to  us  that  under 
these  circumstances  what  has  really  occurred 
is  that  the  company  has  agreed  to  take  over  the 
business  and  pay  a  certain  stated  price  therefor, 
and,  further,  to  indemnify  the  vendor  against  all 
losses  sustained  by  him  since  a  specified  date. 
The  amount  of  such  losses  payable  by  the  com- 
pany may  then  be  assumed  to  have  been  taken 
into  account  when  the  so-called  purchase-price 
was  "fixed ;  and  thus,  paradoxical  as  it  may  seem, 
the  loss  prior  to  the  date  when  the  company  is 
entitled  to  commence  business  may  apparently 
be  added  to  the  price  paid  for  the  goodwill,  in 
so  far  as  such  loss  may  under  the  contract  of 
sale  have  to  be  borne  by  the  company.     The 
detailed  working  out  of  an  arrangement  like 
this  will  be  found  to  be  full  of  inconsistencies, 
but  these,  of  course,  are  only  parts  of  what  may 
be  regarded  as  the  initial  mistake  of  the  com- 
pany in  agreeing  to  purchase  a  business  which 
could  only  be  carried  on  at  a  loss.     In  many 
cases,  indeed,  the  fact  that  there  has  been  a 
loss  is  unknown  until  the  accounts  are  taken 
after  the  company  has  been  registered  and  the 
purchase  has  been  completed ;    but   had   the 
interests  of    the    public    been    independently 
represented  by  competent  experts,  there  can  be 
little  doubt  that  such  contingencies  would  not 
arise,  or,  at  least,  could  not  arise  accidentally. 

In  conclusion,  the  lecturer  points  out  that 
opinions  naturally  differ  as  to  the  best  methods 
of  dealing  with  any  questions  that  arise  in  the 
ordinary  course  of  an  auditor's  exercise  of  his 
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duties.  That  this  statement  is  unassailable  is, 
we  think,  confirmed  by  the  various  points 
enumerated  above,  in  which  we  have  found  it 
necessary  to  differ  from  or  to  supplement  the 
views  put  forward  by  Mr.  Mitchell  in  his 
paper;  but  although  such  differences  are 
inevitable,  and  to  some  extent  perhaps  at  least 
even  desirable,  we  need  perhaps  hardly  add  that 
there  are  many  points  in  the  paper  now  before 
us  that  are  not  matters  of  controversy,  and 
which  yet  will  be  found  well  worthy  of  the 
careful  consideration  of  the  attentive  student, 
who  will  doubtless  also  derive  considerable 
benefit  from  a  study  of  the  divergent  views 
expressed  by  Mr.  Mitchell  and  ourselves  upon 
those  points  where  legitimate  differences  of 
opinion  or  of  treatment  obtain. 


Departmental  Accounts. — II. 


T^HE  letter  from  our  correspondent  "Depart- 
mental  '*  which  appeared  in  our  issue  of 
the  26th  ult,  throws  some  further  light  upon 
the  problem  which  we  set  ourselves  to  solve 
in  the  article  under  the  above  heading  which 
appeared  in  our  issue  of  the  previous  week. 
We  are  afraid,  however,  that  it  is  not  really 
practicable  for  us  to  carry  the  matter  very  much 
further,  in  that  it  seems  now  to  have  arrived 
at  the  stage  that  nothing  very  useful  can  be 
suggested  without  a  much  more  intimate  know- 
ledge of  the  exact  circumstances  of  the  case 
than  it  is  possible  to  derive  from  any  letter,  no 
matter  how  detailed  that  letter  may  be.  It  is 
a  well  accepted  rule,  capable  of  almost  invari- 
able application,  that  no  one  should  attempt 
to  specify  a  system  of  accounting  applicable  to 
any  particular  business  without  first  having 
made  himself  fully  acquainted  with  the  exact 
situation  as  a  result  of  personal  inspection  of 


the  places  where  the  business  is  actually 
carried  on,  and  of  the  system  of  accounts 
already  in  actual  use.  We  gather  that  our 
correspondent  feels  a  difficulty  in  devising  a 
practicable  system  for  the  apportionment  of 
certain  specified  indirect  expenses  so  that  each 
department  of  the  business  may  bear  its  fair 
share  of  the  burden  of  these  indirect  expenses, 
no  matter  what  variations  there  may  be  in  the 
relative  amounts  of  business  done  by  the 
several  departments,  or  in  the  amount  of  the 
expenses  themselves.  The  problem  is  one 
which,  it  seems  to  us,  is  not  really  difficult  of 
solution,  but  it  is  one  which  necessarily  cannot 
be  reafly  grappled  with  until  after  a  detailed 
investigation  has  been  made  upon  the  spot  of 
all  the  circumstances  obtaining. 

We  repeat  that  with  regard  to  Packing 
Expenses,  Travelling  Expenses,  Counting- 
house  Expenses,  and  Branch  Office  Expenses, 
no  hard  and  fast  apportionment  upon  a  depart- 
mental basis  is  likely  to  prove  permanently 
satisfactory,  in  view  of  the  extreme  variations 
that  are  likely  to  take  place  from  time  to  time. 
We  think  that  the  only  satisfactory  method  of 
dealing  with  the  matter  is  to  regard  each  of 
these  four  Expense  Departments  as  a  separate 
business  selling  its  services  to  each  of  the  six 
Selling  Departments,  subject  to  an  implied 
understanding  that  the  Expense  Departments 
are  not  to  make  a  departmental  profit,  and  that 
therefore  their  charges  to  the  Selling  Depart- 
ments should  amount  to  the  exact  amount  of 
expenditure  incurred,  and  no  more.  The  diffi- 
culty in  practice  is  to  so  deal  with  these 
charges  that  no  one  Selling  Department  gets 
any  improper  benefit  by  reason  of  what 
happens  in  any  of  the  other  departments,  and 
per  contra  that  no  department  is  unduly  charger' 
with  expenses  incurred  not  for  its  benefit,  b 
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for  the  benefit  of  the  other  departments.  At 
the  same  time,  it  is  clear  that  if  the  Selling 
Departments  are  (so  to  speak)  to  obtain  the 
benefit  of  the  services  rendered  by  the 
Expenses  Department  at  cost  price,  they  must 
sometimes  be  content  to  bear  a  charge  in  excess 
of  the  actual  expense  that  they  might  each 
have  incurred  had  they  each  independently 
provided  for  their  Indirect  Expenses.  This  is 
clearly  only  reasonable,  for  if  the  Expense 
Departments  are  not  to  make  a  profit  upon 
their  operations,  equally  certain  is  it  that  they 
ought  to  be  entitled  to  charge  sufiicient  to 
secure  them  against  loss. 

We  think  that  in  all  probability  the  fairest 
apportionment  of  expenses  as  among  the 
various  Selling  Departments  could  be  made  if 
that  apportionment  were  calculated  at  fairly 
frequent  intervals,  when  the  precise  circum- 
stances were  still  comparatively  fresh  in  the 
memory  ;  and  so  far  as  we  can  see  this  would 
not  to  any  material  extent  increase  the  clerical 
work  involved  in  connection  with  that  appor- 
tionment. With  a  suitable  system  of  accounts 
there  should,  we  think,  be  no  difficulty  in  ascer- 
taining the  total  amount  of  expenditure 
incurred  by  each  Expense  Department  monthly, 
or,  if  necessary,  weekly ;  and  over  these  short 
intervals  of  time  it  ought  not  to  be  at  all  a 
difficult  matter  to  determine  how  the  total 
should  be  charged  up  against  the  six  Selling 
Departments  in  a  ratio  reasonably  proportionate 
to  the  benefits  received  by  each.  It  stands  to 
reason  that,  the  shorter  the  period  covered,  the 
more  easy  it  is  to  avoid  anomalies  caused  by 
fluctuations  in  the  trade  of  the  several  Selling 
Departments,  and  also  the  easier  it  is  to  see 
whether    the    apportionment     actually    made 

ppears  to  work  out  fairly  in  view  of  all  the 

Ircumstances  obtaining. 


At  first  sight  it  may,  perhaps,  appear  to  be 
altogether  unnecessary  and  waste  of  time  to 
apportion  the  expenses  departmentally  at  such 
frequent  intervals ;  but  it  should  be  borne  in 
mind  that,  although  for  the  purposes  of  annual 
accounts  the  apportionment  at  such  short 
periods  is  quite  unnecessary,  for  the  purpose  of 
departmental  returns  necessary  to  assist  those 
responsible  for  the  management  by  placing 
them  in  possession  of  all  the  most  recent  facts 
arising  in  connection  with  the  business,  short 
period  accounts  rendered  frequently  are  abso- 
lutely essential  for  good  results ;  and  if  these 
accounts  are  to  fully  serve  their  purpose,  they 
should  not  stop  short  at  what  may  be  called 
the  "  Gross  Profit  "  stage,  but  should  deal  with 
all  classes  of  expenditure  in  so  far  as  they  can 
be  ascertained  or  estimated  at  interim  periods. 
Every  practical  consideration,  therefore,  seems 
to  point  in  the  direction  that  we  have 
indicated,  of  ascertaining  at  firequent  intervals 
the  exact  amount  of  expenditure  incurred  by 
each  Expense  Department  and  charging  it  forth- 
with against  the  various  Selling  Departments  as 
nearly  as  possible  proportionately  to  the  value 
of  the  services  rendered  to  each.  To  enable 
this  to  be  done  upon  an  entirely  satisfactory 
basis,  however,  we  think  it  probable  that  the 
spending  department  would  have  to  be  dealt 
with  under  a  considerably  larger  number  of 
headings  than  the  four  general  headings 
enumerated  by  our  correspondent. 


Meelils  flote0« 


The  Title         ^  ^^^^"^  ®^P  appears    in  The    Daily 

M  Incorporated     Telegraph's  summaxy  of  the  case  The 

Accountant."      Society  of  Auountants  and  Auditors   v, 

Goodway  and  Others  which  we  fully  reported  in  our  last 

issue.    According  to  our  contemporary,  his  Lordship 

held  that  the  plaintiff  Society  "  had  conferred  upon  its 
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"  members  the  valuable  privilege  of  a  recognised  status 
*'  for  inability  and  integrity." 

We  have  been  favoured  with  a  copy  of 
i  of  the  syllabus  of  lectures  and  discussions 
Aeeoaataiiu.  organised  by  the  Central  Association  of 
Accountants  for  the  current  session.  These  comprise  a 
paper  by  Mr.  Gill  Hall,  on  "  Our  Association  and  Legisla- 
tion for  the  Profession,"  read  on  the  31st  ult. ;  "  Income 
Tax  and  Accountancy,"  by  Mr.  T.  Hallet  Fry,  Barrister- 
at-Law,  on  the  28th  inst. ;  "The  Bank  Rate-its 
Flactoations  and  Causes,"  by  Mr.  H.  Clemson  on  the 
28th  prox.;  and  "The  Law  of  Contracts,"  by  Mr. 
George  Blaiklock,  Barristerat-Law,  on  the  25th  April 
ne3ct.  At  the  same  time  the  news  reaches  us  of  the 
formation  of  the  Irish  Association  of  Corporate  Accoun- 
tants, which,  we  understand,  makes  a  speciality  of  not 
enforcing  service  under  articles,  as  its  Council  is  sal  isfied 
that  by  imposing  a  strict  examination  it  can  safely  test 
the  ability  and  experience  of  accountants,  and  refuse  all 
those  who  are  not  worthy  of  membership.  We  do 
not  doabt  the  Council's  ability  to  refuse  membership  to 
those  who  are  not  worthy  of  it,  but  we  venture  to  think 
that  when  it  has  itself  obtained  a  little  more  experience 
it  will  realise  that,  standing  alone,  an  examination,  no 
matter  how  carefully  conducted,  is  anything  but  a 
satisfactory  test  of  knowledge.  Even  assuming  that  its 
examination  requirements  are  stringent,  there  is  no 
examination  in  the  world  that  cannot  be  crammed  for, 
and  there  is  no  form  of  cramming  that  in  anyway  helps 
to  give  a  successful  candidate  a  reasonable  knowledge 
of  the  subject  that  he  is  supposed  to  be  proficient  in. 
Avowedly,  however,  the  object  of  this  latest  addition  to 
the  numerous  societies  of  accountants  is  that  its 
members  may  be  considered  by  the  commercial  com- 
munity as  qualified  accountants,  and  that  any  system  of 
registration  that  may  be  enforced  with  reference  to  the 
accountancy  profession  may  be  bound  to  include  its 
members. 


In  our  issue  ot  the  26th  ult.  we  drew 
;  M  attention  to  a  paragraph,  that  had 
Sollelton.  appeared  in  the  columns  of  The  Financial 
iVnrs,  commenting  upon  an  advertisement  issued  by 
CHie  describing  himself  as  a  Fellow  and  Councilman  of 
the  Institute  of  Accountants  and  Actuaries,  whose 
businesa— on  bis  own  showing— consisted  largely,  if  not 
solely,  in  the  collection  of  debts.  We  observe  that  our 
comment  has  attracted  the  attention  of  Mr.  Alexander 
Sloan,  C.A.,  the  Secretary  of  the  Institute  of  Accoun- 
tants and  Actuaries  in  Glasgow,  who  has  written  to  our 


contemporary  asking  for  the  name  and  address  of  the 
advertiser  referred  to,  in  order  that,  in  the  interests  of 
Glasgow  Chartered  Accountants,  it  may  be  ascertained 
with  what  body  this  gentleman  is  actually  connected. 
We  understand  that  our  contemporary  has  forwarded 
the  information  asked  for,  and  Mr.  Sloan's  letter  to 
ourselves  on  the  subject  appears  in  another  column. 


The  Latett  We  are  inclined  to  think  that  the 
Miifeasanoe  Case,  importance  of  the  recent  decision  of 
Mr.  Justice  Parker  in  Re  The  New  Zealand  Joint  Stock 
and  General  Corporation,  Lim.,  has  been  exaggerated. 
This  was  a  case  in  which,  upon  a  reconstruction,  the 
liquidator  of  the  old  company  distributed  the  assets  in 
his  hands  without  providing  for  a  claim  for  income-tax, 
and  as  a  result  was  held  to  have  been  guilty  of  mis- 
feasance. There  is,  so  far  as  we  can  see,  nothing  in 
this  decision  that  at  all  bears  upon  the  subject  of 
income-tax  per  se.  It  would  be  equally  a  breach  of 
duty  for  the  liquidator  to  divide  the  estate  in  his  hands 
without  making  due  provision  for  the  discharge  of  any 
other  claim  of  which  he  had  received  due  notice.  The 
fact  that  the  claimants  in  this  case  happened  to  be  the 
Board  of  Inland  Revenue  was  a  mere  accident,  and 
had,  it  seems  to  us,  nothing  to  do  with  the  merits  of  the 
case.  Incidentally,  however,  the  position  of  the 
respondent  liquidator  illustrates  very  forcibly  the 
danger  incurred  by  liquidators  in  reconstructions  who, 
relying  upon  an  indemnity  from  the  new  company, 
proceed,  as  is  very  frequently  the  case,  in  a  somewhat 
irregular  manner  with  a  view  presumably  to  expediting 
matters.  Doubtlesff  one  reason  why  technical  irregu- 
larities so  frequently  occur  in  liquidations  with  a 
view  to  reconstruction  is  that  those  appointed  liqui- 
dator have  often  no  experience  of  the. duties  attaching 
to  the  post.  It  is  very  commonly  thought  that  these 
duties  are  of  a  purely  formal  character,  and  can  be 
adequately  remunerated  by  a  nominal  fee.  As  a 
matter  of  fact,  if  the  duties  are  to  be  properly  dis- 
charged, having  regard  to  the  interests  of  all  parties 
concerned,  they  usually  involve  no  small  demands  upon 
the  time,  skill,  and  experience  of  the  liquidator  if  such 
a  position  as  that  obtaining  in  the  case  under  review 
is  to  be  avoided. 


An  Inaaranoe    The  case  of  Forgan  v.  Pearl  Life  Assur- 

Point.         ance    Company    has    occasioned    much 

comment.    A.  insured  B.  with  an  insurance  company, 

but  the  policy  purported  to  be  signed  by  B.  only,  and 

A.'8   name  did  not  appear  on  the   document.    Thf 
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company  appealed  from  the  decision  of  the  County 
Court  Judge  at  Brid^n^'^ater,  and  it  was  contended  on 
its  behalf  that  as  the  plaintiff  was  the  person 
interested  in  the  policy  it  was  rendered  illegal  by 
Section  2  of  the  Insurances  Upon  Lives  Act,  1774, 
which  requires  inserted  in  the  policy  the  name  of  the 
person  interested  therein,  or  for  whose  use  or  benefit 
or  on  whose  account  such  policy  was  so  made  or 
underwritten.    The  appeal  was  allowed. 


JLn  Intertitlng     The  facts  in  Re  Webster ;  ex  parte  the 

Bankraptoy  Om«.  o^rm/  Receiver  were  rather  involved : 

(i)  A.  issues  writ  afi:ainst  B.  for  ;^i3i  on  6th  June. 

(2)  B.  executes  deed  of  assignment  on  7th  June. 

(3)  A.  obtains  judgment  on  9th  June. 

(4)  A.  serves  garnishee  order  on  C.  for  ^£'65  os.  lod. 
due  from  him  to  B.  on  14th  June. 

(5)  C.  pays  this  sum  on  the  same  day,  the  garnishee 
order  not  being  made  absolute. 

(6)  A  presents  petition  against  B.  on  7th  July. 

(7)  Receiving  order  made  on  2oth  July,  and  adjudica- 
tion followed. 

The  Official  Receiver  as  trustee  in  the  bankruptcy 
applied  to  the  County  Court  for  an  order  that  C.  should 
pay  to  him  the  sum  of  ^£'65  os.  lod.  as  a  debt  due  to 
the  bankrupt  which  vested  in  him  (the  Official  Receiver) 
by  virtue  of  the  doctrine  of  relation  back  (in  this 
instance  to  the  7th  June)  and  which  C.  had  paid  with- 
out any  compulsion  of  law.  The  application  was 
dismissed,  and  the  Official  Receiver  appealed,  counsel 
on  his  behalf  contending  that  a  garnishee  order  nisi 
merely  called  upon  the  person  t9  show  cause  why  he 
should  not  pay,  and  that  his  only  valid  defence  could  be 
that  he  had  paid  by  order  of  the  Court.  The  Court,  in 
allowing  the  appeal  without  costs,  said  it  was  a 
hard  case. 


Reoelpts  OB  Cheques  made  conditional  on  the  sign- 
Oheqaei.  ing  of  an  attached  or  integral  receipt 
are  quite  in  general  use  now,  and  it  is  reported  that 
some  doubt  has  been  expressed  in  commercial  circles 
as  to  the  operation  of  the  Bills  of  Exchange  (Crossed 
Cheques)  Act,  1906,  in  relation  to  this  class  of  docu- 
ments. The  Solicitors'  Journal  points  out  that  they  are 
not  cheques  within  the  meaning  of  the  Bills  of 
Exchange  Act,  1882,  for  they  are  not  unconditional 
orders  for  the  pavment  of  money.  It  is  said,  however, 
that  Section  17  of  the  Revenue  Act,  1883,  extends  the 
protection  conferred  by  the  1882  Act  on  bankers  who 
receive  payment  of  crossed  cheques  for  customers  to 


any  document  issued  by  a  customer  of  any  banker 
intended  to  enable  any  person  to  obtain  payment  from 
the  banker  of  the  sum  mentioned  in  the  document  in 
like  manner  as  if  the  document  were  a  cheque.  Our 
contemporary  adds  that  there  is  nothing  in  Gordon  v. 
London  City  and  Midland  Bank  which  affects  the  validity 
of  these  "  cheques." 


.  Some  time  ago  it  was  pointed  out  that 
A  Mew  Boaroa  of  **  i.    .        , ,        . 

BailnoM  for      the  disappearance  of  the  old  private 

EngUah  Baoks.  banking  houses  was  resulting  in  the 
foreign  exchange  business  in  London  falling  largely 
into  the  scope  of  the  branches  of  continental  banks 
having  offices  in  the  city.  Not  much  notice  was  taken 
of  the  matter  until,  about  eighteen  months  ago,  one  of 
the  most  enterprising  of  our  financial  houses  surprised 
everybody  by  catering  for  foreign  exchange  banking 
thoroughly.  That  the  experiment  has  proved  a  success 
is  evidenced  by  the  fact  that  larger  premises  are  being 
taken  and  an  increased  staff  secured.  When  the  profit- 
able rates  now  existing  fall,  perhaps  some  of  our  much- 
amalgamated  bankers  may  turn  their  attention  to  this 
avenue  of  trade. 

Payments  to  A  correspondent  of  one  of  the  financial 
JLnnultants.  newspapers  calls  attention  to  the  case 
of  Shrewsbury  v,  Shrewsbury,  where  the  Countess  of 
Shrewsbury  sought  to  compel  the  Earl  of  Shrewsbury 
to  pay  over  her  quarterly  separation  allowance  to  her 
bankers  instead  of  by  cheque  to  her  order,  necessita- 
ting her  signature  as  proof  of  life,  and,  in  view  of  the 
decision,  it  is  asked  whether  it  is  possible  to  compel  an 
insurance  company  to  pay  an  annuity  to  the  recipient's 
bankers,  instead  of  requiring  on  each  occasion  a 
*'  survival  of  existence  "  form  witnessed  by  a  clergyman 
or  magistrate.  In  reply,  it  is  pointed  out  that  the 
practice  is  for  insurance  companies  to  pay  the  money 
into  an  annuitant's  bank  account,  subject  to  a 
guarantee  by  the  banker  that  it  shall  be  refunded  if 
the  annuitant  proves  to  be  dead  on  the  date  of  pay- 
ment, and  it  is  suggested  that  the  insurance  company 
in  question  would  probably  fall  in  with  such  an 
arangement. 

How  to  Frlihten  During  the  recent  bankruptcy  examin- 
a  Banker.  ation  of  a  Glasgow  stockbroker,  it  was 
stated  that  the  debtor  had  drawn  a  cheque  for  ;£'i4,ooo 
on  a  Scotch  bank,  although  his  account  was  only  £^, 
On  presenting  the  cheque  at  another  Scotch  bank  the 
teller  gave  him  in  exchange  a  deposit  note  for  ;£'7,ooo, 
and  placed  the  balance  to  his  credit.    The  bankrupt  is 


February  9,  1907. 


THE    ACCOUNTANT 


177 


reported  to  have  stated  that  he  did  this  to  give  the 
banks  a  fright,  and  to  show  them  how  to  conduct  their 
business.  We  should  say  that  he  succeeded  admirably ! 


A  Hew  The  President  of  the  Board  of  Trade 

PateBta  Bill.  ^as  announced  his  intention  of  intro- 
ducing a  Bill  in  the  coming  session  of  Parliament 
with  a  view  to  revising  the  existing  patent  law,  so  as  to 
compel  foreigners  taking  out  patents  in  this  country  to 
work  them  here.  At  the  present  time  undoubtedly  the 
English  patent  is  often  taken  out  by  foreign  inventors 
for  purely  blocking  purposes.  Such  a  procedure  is  not 
tolerated  in  foreign  countries,  and  it  will  certainly  be  a 
step  in  the  right  direction  if  it  be  put  an  end  to  here  as 
well. 


The  **•  Ftnaiielal  A  new  weekly  paper  has  been  issued 
P»rt''  of  Canada,  at  Toronto  which  aims  at  presenting 
to  the  public  in  a  popular  manner  accurate  informa- 
tion relating  to  the  financial  interests  and  the  legitimate 
investments  of  Canada.  In  view  of  the  increased 
attention  that  is  being  given  to  Canada  as  a  field  for 
investment  at  the  present  time,  this  paper,  which 
appears  to  be  well  got  up,  should  prove  successful. 


nactnaUom  At  a  meeting  of  the  Manchester  Statis- 
aadProllu.  tical  Society  a  short  time  since  Mr. 
F.  G.  Burton,  F.S. A.A.,  read  a  paper  on  "  The  Appre- 
ciation of  Municipal  Assets,"  which,  if  correctly 
reported,  calls,  we  think,  for  more  than  passing  atten- 
tion. According  to  a  local  contemporary,  Mr.  Burton 
stated  that  the  last  quinquennial  valuation  of  the  assets 
of  the  city  of  Manchester  resulted  in  the  market 
properties  being  appraised  at  a  higher  figure,  where- 
upon the  Markets  Committee  had  contributed  to  the 
relief  of  the  rates  ^'4,296  more  than  the  surplus  income 
of  the  department  for  the  year.  We  should  be  glad  if 
some  of  our  Manchester  subscribers  would  either  con- 
firm or  correct  this  statement,  and,  in  the  event  of  its 
being  substantiated,  perhaps  they  will  be  able  to 
explain  where  the  ^£'4,296  contributed  towards  the 
relief  of  the  rates  came  from.  An  increase  in  the 
optimism  of  the  valuers  would  not  per  se  bring  into 
existence  a  corresponding  amount  of  money,  and  we 
have  no  hesitation  in  sa3dng  that  the  Local  Govern- 
ment Board  would  not  allow  ^'4,000  to  be  borrowed 
merely  because  the  existing  assets  were  supposed  to 
have  appreciated  in  value.  Who,  then,  in  point  of  fact 
has  actually  contributed  this  sum  towards  the  relief  of 
the  rates  ?    Until,  however,  farther  and  more  detailed 


information  is  available,  it  is,  perhaps,  mere  waste  of 
time  to  point  out  that  appreciation  in  the  value  of  fixed 
assets,  even  if  its  existence  be  undoubted,  can  have  no 
possible  bearing  either  on  the  amount  of  true  profits 
earned  or  upon  the  amount  of  surplus  available  for  the 
relief  of  local  rates. 


Dlitrlet  JLadltora*  At  a  meeting  of  the  London  County 
Reports.  Council  held  on  the  29th  ult.  it  was 
pointed  out  that  while  the  Report  on  the  Council's 
Tramways  and  Street  Improvements,  presented  by  the 
Finance  Committee,  quoted  from  a  report  of  the  Local 
Government  Board  auditor  to  the  effect  that  he  had 
taken  care  to  see  that  all  expenditure  was  properly 
apportioned  to  the  different  accounts,  a  search  of  the 
auditor's  reports  had  revealed  the  fact  that  this  was 
written  in  1903,  and  that  last  year,  after  commenting 
upon  the  peculiar  nature  of  the  charge  for  street 
widenings,  the  auditor  stated  that  he  proposed  to  defer 
any  remarks  that  he  might  have  to  make  on  the  method 
in  which  this  expenditure  was  divided  between 
improvements  and  Tramway  Accounts.  Without 
expressing  any  view  upon  the  morality  of  quoting  an 
auditor's  report  expressing  approval  when  there  is  in 
existence  a  more  recent  report  definitely  withholding 
approval,  we  may  point  out  that  the  incident  suggests 
the  desirability  of  the  widest  possible  publicity  being 
given  to  all  reports  issued  by  Local  Government  Board 
auditors,  for  if  these  reports  are  not  readily  available 
to  the  public,  they  are  for  all  practical  purposes 
useless. 


The  Law       The  Law  Guarantee  and  Trust  Society, 
Trait  Boolety,    ^^^m  having,  we  understand,  decided  to 
Lim.  extend  the  scope  of  its  transactions,  has 

recently  acquired  the  United  Legal  Indemnity  Assur- 
ance Society,  Lim.,  with  a  substantial  premium  income 
derived  from  employers'  liability  insurance,  third- 
party  risks  of  all  kinds,  motor-car  insurance,  personal 
accident  and  sickness  insurance,  plate-glass  insurance, 
burglary,  housebreaking,  and  larceny  insurance,  and 
registered  post  insurance.  The  Law  Guarantee  has  a 
fully  subscribed  capital  of  two  million  pounds,  of  which 
two  hundred  thousand  pounds  is  paid  up,  and  there  is 
also  a  General  Reserve  Fund  of  two  hundred  thousand 
pounds  in  addition  to  other  funds  earmarked  to  provide 
for  various  contingencies.  Its  financial  position  is  thus 
very  strong.  Special  attention  will,  we  are  informed, 
be  paid  to  employers'  liability  insurance  business,  and 
a  liberal  policy  protecting  shareholders  and  others 
against  legal  liability  under  the  Workmen's  Compensa* 
tion  Act,  1896,  is  in  preparation. 
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Penaltlei  under    ^®  ^^®  ^^^  *°  ^®®  *^^*  *^®  suggestion 
the  Companlei     we  made  some  years  since  that  Board 
Acts.  q£  Trade  prosecutions  for  omission  to 

supply  returns  under  the  Companies  Acts  should  be 
instituted  against  the  individuals  responsible,  rather 
than  against  the  company,  is  beginning  to  bear  fruit. 
At  the  Guildhall  on  the  3i8t  ult.  the  director  of  a 
limited  company  which  had  made  no  return  for  1905 
until  the  28th  January  last — that  is  to  say,  after  the 
present  summons  had  been  issued — was  fined  £6  los. 
and  three  guineas  costs.  Such  a  result  has  a  far  more 
deterrent  effect  than  any  fine  levied  against  the  com- 
pany itself,  which,  of  course,  would  come  out  of  the 
pockets  of  the  shareholders,  who  are  in  no  way  respon- 
sible for  the  neglect. 


Ineuranoe. 


In  a  recent  appeal  case  be'fore  Jus- 
tices Darling  and  Phillimore,  sitting 
as  a  Divisional  Court,  it  was  decided  that  under 
the  Statute  of  George  III.  the  names  of  persons 
interested  must  appear  on  policies  of  insurance 
effected  by  them  on  the  lives  of  others.  Mr. 
Justice  Darling  is  reported  to  have  said  that  it  was 
notorious  that  many  people  had  such  an  interest,  and 
if  the  Legislature  had  time,  to  improve  a  little  on  the 
Statute  of  George  III.  he  thought  that  it  would  be  well 
employed. 


Cotte0pon5ence  an5  Enqutttes. 

All  communlcatloas  to  the  Editor  should  be 
by  letter  only. 


[Wi  art  at  all  times  ready  to  insert  correspondence  on 
matters  of  interest  to  the  Profession,  but  we  do  not  of  courst 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents,  not  necessarily  for 
publication,  but  as  a  guarantee  of  good  faith,] 


Re  The  Institute  Examinations. 

[To  the  Editor  of  The  Accountant.) 
Sir,— With  respect  to  the  questions  set  at  the  recent 
Institute  Examinations  I  should  like  to  ask,  What  is 
the  object  of  the  examinations  ?  Is  it  the  puzzling  of 
candidates  with  a  view  to  their  ultimate  ploughing,  or 
is  it,  as  it  ought  to  be,  the  ascertainment  of  their  know- 


ledge in  the  required  subjects  ?  After  more  than  one 
careful  perusal  of  some  of  the  law  questions  set  in  the 
last  Final  Examination  it  would  seem  to  be  that  the 
former  must  be  the  object  in  view,  unless,  as  I  scarcely 
think  can  be  the  case,  the  competency  of  the  examiners 
is  to  be  called  in  question. 

Take,  for  instance,  Question  5  in  the  Mercantile  Law 
paper,  "  In  what  cases  does  the  law  imply  on  a  sale  of 
"  goods  a  warranty  of  quality  or  fitness  for  any  par- 
"  ticular  purpose  ?  *'  Of  course,  the  correct  answer  is 
"  in  no  cases,"  but  I  very  much  doubt  whether  such  a 
correct  answer  would  not  have  contributed  to  the 
ultimate  ploughing  of  the  student  sufficiently 
courageous  to  have  given  it.  It  would  appear  to  me 
that  "  warranty  *'  is  put  for  "  condition,"  and  that  what 
was  intended  was  to  test  the  candidate's  knowledge  on 
Section  14  of  the  Sale  of  Goods  Act,  1893.  If  such 
were  the  intention  it  cannot  be  too  deeply  deplored 
that  it  was  so  unfortunately  carried  out,  for  one  can 
well  imagine  the  perplexity  of  some  nervous  student, 
too  modest  to  question  the  examiner's  accuracy,  at 
being  confronted  by  a  question  so  subversive  of  all  that 
he  had  ever  learnt  or  been  taught. 

In  the  Rights  and  Duties  paper  for  the  same  exami- 
nation, in  Question  7  the  examiner  seems  to  have  had 
in  his  mind  some  hazy  notion  of  the  Conveyancing 
Act,  1 88 1,  Section  36,  which  authorises  the  giving  of 
receipts  by  trustees  and  the  protection  of  the  persons 
paying  purchase-money  to  them.  It  is  needless  to 
point  out  that  if  such  be  the  explanation  of  the  ques- 
tion— and  on  any  other  hypothesis  it  appears  simply 
incomprehensible — it  entirely  fails  to  raise  the  point, 
as  the  trustees  are  not  the  persons  to  sell,  but  the 
company. 

Question  8  appears  to  be  directed  to  the  Law  of  Arbi- 
tration and  Awards,  and  should  therefore  be  included 
in  the  Mercantile  Law  paper.  This  objection  is,  bow- 
ever,  trifling,  when  compared  with  the  question  itself — 
a  farrago  of  licensing,  company,  and  administration 
law  and  conglomeration  ultimately  submitted  to  an 
unfortunate  and  presumably  incompetent  arbitrator. 
Before  this  arbitrator  the  candidate  is  to  be  summoned 
as  a  witness !  A  witness  of  what  ?  Of  fact  ?  What 
facts  ?  Of  law,  then  ?  Whoever  heard  of  a  witness  ot 
law  save  in  the  case  of  an  expert  on  foreign  law. 
Further,  what  arbitrator,  unless  utterly  incompetent, 
would  submit  to  take  his  law  from  a  witness. 

These  questions,  I  submit,  may  have  been  the  cause 
of  closing  a  career  to  more  than  one  competent  candi- 
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date.     Sarely  problems  can  be  furnished  by  a  little 
diligent  research  among  actually  decided  cases. 

Yours  truly, 

INTERESTED. 


Assessments  for  Poor  Rate. 

{T0  tii  Editor  of  The  Accountant,) 

Sir, — I  shall  be  glad  if  you,  or  any  of  your  readers, 

will  kindly  inform  me  on  what  basis  the  assessment  for 

poor  rates  is  arrived  at,  and  whether  the  basis  is 

uniform.    For  instance,  what  would  be  the  assessments 

on  two  houses  rented  respectively  at  ;f  i8  and  £2^  per 

annum  ? 

Yours  faithfully, 

January  31s/  1907.  RATEPAYER. 


The  Leeds  and  District  C.A.S.A.  Dinner. 
{^0  the  Editor  of  The  Accountant.) 
Sir, — I  am  obliged  for  the  notice  you  have  taken  of 
the  remarks  I  made  at  the  annual  dinner  of  the  Leeds 
and  District  Chartered  Accountants  Students'  Associa- 
tion, but  as  some  of  your  strictures  arise  from  your 
criticising  a  considerably  condensed  report  of  what  I 
did  say  I  should  like  to  offer  some '  observations  upon 
them. 

You  doubt  the  expediency  of  an  accountant  entering 
a  witness-box  with  the  idea  prominently  before  him 
that  it  is  his  duty  to  surmise  what  a  cross-examining 
lawyer  is  after  before  answering  his  questions  and 
you  suggest  a  concentration  of  attention  on  the  true 
facts,  &c.  Everyone,  of  course,  would  agree  that 
knowledge  of  the  facts  and  truthful  answers  are 
essentials.  But  the  whole  theory  of  litigation  surely  is 
that  the  two  sides  differ  as  to  what  are  the  facts,  or  even 
when  in  agreement  on  them  differ  as  to  how  they 
should  be  presented ;  and  the  recognised  duty  of  the 
cross-examiner  surely  is  to  try  and  cajole  or  bully  the 
hostile  witness  into  accepting  his  version  of  the  facts, 
or  his  view  as  to  how  they  should  be  presented.  My 
experience  is  that  if  a  witness,  failing  to  perceive  where 
he  is  being  led,  so  frames  his  answers  as  to  apparently 
assent  to  the  impression  the  cross-examiner  desires  to 
convey  he  is  called  a  bad  witness,  and  if  he  leaves  the 
task  of  rectification  to  the  re-examiner  he  is  again 
called  a  bad  witness.  In  fact,  I  have  been  told  over 
and  over  again  by  counsel  of  experience  that  an  answer 
corrected  in  re-examination  is  nothing  like  so  effective 
with  the  Court  as  a  similar  answer  given  in  cross- 
examination.    But  to  my  mind  the  great  advantage  of 


the  surmising,  of  which  you  doubt  the  expediency,  is 
that  it  not  only  enables  the  witness  to  defend  his  facts 
or  the  presentation  of  them,  from  the  attacks  of  the 
cross-examiner,  but  puts  him  in  a  position  to  so  frame 
his  answer  that  it  actually  hits  back  at  the  questioner, 
If  he  can  do  this  he  can  often  bring  about  the  shortening 
of  his  cross-examination  and  the  discomfiture  of  the 
questioner.  An  intelligent  anticipation  on  the  part  of 
a  witness,  therefore,  still  appears  to  me  a  most  desirable 
quality,  though,  of  course,  it  must  be  supplementary  to, 
and  not  take  the  place  of,  knowledge  and  truth. 

You  object  to  the  use  of  the  phrase  **  opposition  to 
the  efficiency  of  a  Sinking  Fund."  I  did  not  in  my 
actual  speech  use  the  phrase  in  such  a  bald  way. 
Three  parts  of  my  remarks  on  the  subject  are  omitted. 
But  I  suggest  that  to  it,  even  as  it  stands,  your  objec- 
tions are  a  little  hypercritical.  I  did  say  the  question 
of  whether  the  fund  was  suiHcient  was  all  important. 
If  a  Sinking  Fund  is  sufficient  it  is  efficient,  because  it 
is  an  effective  provision.  If  people  attack  it  because 
it  is  insufficient  they  practically  say  it  is  inefficient,  and 
thus  they  oppose  its  efficiency.  With  regard  to  the 
phrase  "  so-called  redemption  of  assets,*'  I  have  again 
to  observe  that  I  never  used  it.  Condensation  accounts 
for  its  appearance  in  the  report.  But,  leaving  mere 
bartering  with  words,  I  should  like,  with  your  permis- 
sion, briefly  to  state  what  my  argument  on  these  points 
was.    I  endeavoured  to  show  : — 

1.  That  most  of  the  permanent  assets  of  corpora- 
tions (comprising  those  which  require  provisions 
to  be  made  against  depreciation,  obsolescence, 
&c.)  are  purchased  with  borrowed  money. 

2.  That  the  amount  borrowed  and  the  cost  of  the 
assets  are  practically  equal. 

3.  That  if  the  redemption  of  the  money  borrowed  is 
provided  for  as  follows : — (a)  by  estimating  the 
average  life  of  the  assets,  and  (6)  by  fixing  up  a 
fund  which  in  that  period  shall  by  annual  con- 
tributions out  of  Revenue  amount  to  the  sum 
borrowed,  then,  by  the  time  the  assets  are  worn 
out  or  obsolete,  the  money  borrowed  to  buy  them 
with  can  be  repaid,  and  the  corporation  has  on 
the  transaction  a  clean  sheet— both  liabilities  and 
assets  disappear.  But  its  position  is  nearly 
always  stronger  than  this.  Besides  having  on  its 
hands  old  plant,  it  will  almost  always  have  some 
land  and  some  buildings. 

I  agree,  of  course,  that  the  whole  question  hangs  on 
whether  the  Sinking  Fund  is  sufficient  to  achieve  thr 
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above  effect.  And  far  from  beiog  silent  on  that  aspect 
of  the  matter,  I  dwell  upon  it  with  great  insistence. 
People  who  contend  generally  that  municipal  Sinking 
Funds  are  insufficient  clamour  for  other  funds  to 
be  set  up— such  as  Depreciation  Funds,  provisions 
for  obsolescence,  and  so  on. 

But,  in  my  opinion,  they  take  a  wrong  line.  Municipal 
Accounts  should  be  understandable  not  only  by 
accountants,  but  by  the  aldermen  and  councillors,  and, 
if  possible,  by  the  ratepayers.  Every  fresh  entry 
increases  the  difficulty  of  keeping  them  simple.  One 
fund,  therefore,  is  better  than  two  or  three.  Some 
corporations,  however,  do  set  up  these  extra  funds. 
But  the  constitution  of  corporate  bodies  changes 
rapidly,  and  though  one  set  of  men  may  set  up  these 
extra  funds  they  cannot  be  sure  their  successors  will 
keep  up  the  practice.  These  can,  if  they  like,  use  them 
up  as  companies  can  use  up  their  accumulation  of 
revenue.  The  Sinking  Fund,  on  the  other  hand,  is 
inviolable.  No  one,  except  with  the  sanction  of  Par- 
liament, can  use  it  for  any  purpose  except  paying  off 
borrowed  money.  The  sure  and  certain  way,  there- 
fore, of  providing  for  all  depreciation,  &c.,  is  by  its 
means.  There  should,  I  suggested,  be  only  one  fund, 
but  it  should  be  all-sufficient.  I  then  went  on  to  show 
that  it  was  likely  to  be  sufficient ;  because,  whereas  the 
Depreciation,  &c..  Funds  were  voluntary  in  character 
and  subject  to  the  whim  or  passing  opinion  of  the 
borrower,  the  Sinking  Fund  is  compulsory  and  fixed  by 
an  independent  authority.  In  my  judgment,  and  I 
have  been  twenty-one  years  in  municipal  life,  muni- 
cipal Sinking  Funds  are  sufficient,  but  to  those  who 
think  otherwise  I  again  suggest  the  remedy  is  to  press 
the  Local  Government  Board  either  to  justify  the 
figures  it  is  in  the  habit  of  sanctioning,  or  to  increase 
them  so  as  to  amply  cover  every  risk.  That  they  do 
so  quite  lavishly  in  some  instances,  I  quoted  their  prac- 
tice as  to  waterworks.  A  corporation  I  know  has 
bought  hundreds  of  acres  of  gathering  ground  for  its 
water  supply.  It  borrowed  the  money  to  pay  for  them. 
It  has  been  compelled  to  create  a  Sinking  Fund  to 
repay  that  money  within  eighty  years.  At  the  end  of 
that  time  the  hundreds  of  acres  will  be  there,  and  will 
be  the  free  possession  of  the  then  ratepayers. 
Surely,  in  that  instance,  there  is  "  sufficiency."  I  there- 
fore plumped  for  one  fund,  which  would  make  for 
simplicity,  and  that  the  one  fund  should  be  so  ample 
as  to  provide  for  the  extinction  of  the  liability  by  the 
time  the  asset  was  worn  out.  The  municipality  could 
then  write  down  the  value  of  the  asset  as  '*  nil,"  which 


would  surely  prove  "  sufficiency,"  especially  if  in  most 
cases  there  would  still  be  some  value  in  the  assets  left. 

I  am,  yours  faithfully, 

Leeds,  jth  February  1907.  JOHN  GORDON. 


Amateur  Auditors  and  Defalcations. 

(To  the  Editor  of  The  Accountant.) 
Sir, — In  your  issue  of  19th  January  you  mention  the 
cas3  of  the  Scottish  Football  Association,  and  add, "  For 
"  a  nominal  fee  the  accounts  could  doubtless  have  been 
"  audited  by  a  Glasgow  firm  of  Chartered  Accountants, 
'*  in  which  event  we  may  be  quite  sure  that  this  ques- 
**  tion  would  not  have  arisen."  It  is  only  right  that 
your  attention  should  be  drawn  to  the  newspaper 
report  of  the  meeting,  in  which  it  is  stated  that  "  a 
"  letter  was  read  from  the  Chartered  Accountant  who  had 
"  audited  the  books,  in  which  he  stated  that  his  clerk 
**saw  the  vouchers  for  payment  to  the  Bank  of 
"  England,  and  that  was  all  he  had  to  do  with  the 
"  matter.  For  a  fee  of  two  guineas  he  did  not  under- 
"  take  to  supervise  the  investments  of  the  Finance 
"Committee."  Surely  an  auditor's  responsibility  is 
not  to  be  measured  by  the  amount  of  his  fee. 

Yours,  &c., 
February  2nd  1907.  X. 


Accountants  acting  as  Solicitors. 

{To  the  Editor  of  The  Accountant.) 
Sir,— Referring  to  a  paragraph  which  appeared  in 
your  issue  of  26th  ult.,  allow  me  to  state  that  the 
individual  whose  advertisement  appeared  in  T/i^ 
Financial  News  of  19th  ult.,  and  who,  according  to  the 
editor  of  that  newspaper,  stated  that  he  was  "  a  public 
"  accountant,  in  practice  for  himself  for  the  last  thirteen 
"years,  and  in  March  1895  elected  a  Fellow  and 
"  Councilman  of  the  Institute  of  Accountants  and 
"  Actuaries,"  is  not  and  never  was  a  member  of  the 
Institute  of  Accountants  and  Actuaries  in  Glasgow, 
incorporated  by  Royal  Charter,  and  that  we  know 
nothing  whatever  about  him. 

I  may  further  state  that  we  are  not  aware  of  any 
other  Institute  in  the  United  Kingdom  having  a  title 
similar  to  our  own. 

I  am,  &c., 

ALEXANDER  SLOAN, 
Glasgow,  5^A  February  1907.  Secretary. 
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A  Counting  Machine. 

{To  the  Editor  of  The  Accountant.) 
Sir, — In  conversation  with  a  friend  the  other  day,  I 
understood  that  he  had  some  knowledge  of  a  machine 
for  separating  silver  money  for  the  purpose  of  accelera- 
tion in  counting  the  same. 

As  I  have  not  heard  of  such  a  machine,  I  should  be 
interested  to  know  if  you,  or  any  of  your  readers,  could 
furnish  me  with  any  information  respecting  one,  giving 
under  what  conditions  it  would  be  used. 

Yours  faithfully, 

DUX. 


TTbe  5n0tttute  of  Cbartercfe  Hccountanis 
in  £n0l  inD  wXb  Mated* 

At  a  meeting  of  the  Council,  held  on  Wednesday,  the 
6th  February  1907,  at  the  Hall  of  the  Institute,  Moorgate 
Place,  E.G.,  there  were  present : — Mr.  W.  B.  Peat 
(President)  in  the  chair,  and  Messrs.  J.  W.  Barber,  T. 
Bowden,  E.  M.  Carter,  Ernest  Cooper,  E.  Edmonds,  Sir 
Walter  Fisher,  Messrs.  W.  H.  Fox,  John  Gane,  A.  H. 
Gibson,  J.  Gordon,  T.  Gregory,  B.  W.  Hardcastle,  D.  Hill, 

F.  A,  Jenkins,  H.  Woodbum  Kirby.  J.  G.  Litton,  J.  Mather, 
A.  O.  Miles.  W.  Plender,  F.  J.  Saffery,  T.  G.  Shuttleworth, 

G.  Sneath,  W.  A.  Stone.  J.  M.  Wade,  T.  A.  Welton,  T. 
Wise,  and  J.  W.  Woodthorpe. 

The  resignations  of : — 

Mr.  P.  F.  Atkin,  A.C.A,.  Nottingham, 
„    John  Baker,  A.C.A. ,  London, 
„    L.  B.  Warmington,  A.C.A.,  London, 
were  accepted. 

The  Secretary  reported  the  death  of  Mr.  W.  Sandeman, 
F.C.A.,  Oswaldtwistle. 

It  was  resolved  that  Certificates  of  Practice  be  issued  to 
the  following  members  : — 
Aston,  Richard  Henry  (Morton,  Aston  &  Rogers),  31  Water 

Street,  Hyde. 
Bartlett,  Robert  Walter,  10  Queen  Street,  Cardiff. 
Bedells,  Edward  Percy,  Cecil  Chambers,  86  Strand,  W.C. 
Clark,    William    Stuckey    Q.    Edward    Myers    &   Clark), 

Trafalgar  Buildings,  Northumberland  Avenue,  W.C. 
Clay,  George  Reginald,  Nuneaton. 
Clinch.  Sidney  Herbert  (Hardy  Hislop  &  Co.),  49  Finsbury 

Pavement,  E.C. 
Cobb,    Ernest    (Welch    &    Parkinson),    Conunerce   Court, 

II  Lord  Street,  Liverpool. 
Dan  by,     Silas    (Hill    &    Danby),     12     Low     Pavement, 

Nottingham. 
Deyes.  Frederick  Thomas  Parke,  5  Cook  Street,  Liverpool. 
Dudley,     Bernard,    Wellington    Chambers,    95    Pilgrim 

Street,  Newcastle-upon-Tyne. 
1  arey,  Irank  Herbert,  3  Love  Lane,  Eastcheap,  E.C. 


Gilroy,  Percy  Boyle  (P.  Boyle  Gilroy  &  Co.),  20  Abchurch 
Lane,  Cannon  Street,  E.C. 

Hallett,  Basil  Frederick,  College  Hill  Chambers,  College 
Hill,  E.C. 

Hamp,  John  (John  Hamp  &  Co.),  9  &  10  Pancras  Lane, 
Queen  Street,  E.C. 

Harrison,  John  Ernest  (John  Gordon  &  Co.),  19  Bond 
Street  and  7  Bond  Place,  Leeds. 

Henshaw,  Albert  Haughton  (Welch  &  Parkinson),  Com- 
merce Court,  II  Lord  Street,  Liverpool. 

Judson,  Charles  (John  J.  B.  Arter  &  Co.),  Norwich  Union 
Chambers,  Edmund  Street,  Birmingham. 

Moore,  Harold  John  de  Courcy,  28  Queen  Street,  Cheap- 
side,  E.C. ;  Broadway,  Walham  Green,  S.W. ;  and  at 
Bank  Chambers,  Woking. 

Nixon,  Isaac  (John  G.  Nixon  &  Co.),  18  Dean  Street, 
Newcastle-upon-Tyne. 

Norman,  Edmund  Francis  (J.  &  A.  W.  Sully  &  Co.), 
19  &  21  Queen  Victoria  Street,  E.C. 

Norton,  Gilbert  Paul  (Armitage  &  Norton),  Station  Street 
Buildings,  Huddersfield. 

Peat,  William  Henry,  B.A.  (W.  B.  Peat  &  Co.),  11  Iron- 
monger Lane,  E.C. 

Piper,  Arthur  (John  J.  B.  Arter  &  Co.),  Norwich  Union 
Chambers,  Edmund  Street,  Birmingham. 

Rees,  Percy  Montague  (Rees  &  Wilkinson),  11  Poultry, 
E.C. 

Rigby,  Arthur  Guy  Paget,  5  Chapel  Street,  Preston. 

Rixon,  Arthur  Chicheley,  20  Abchurch  Lane,  Cannon 
Street,  E.C. 

Rogers,  Marmaduke  Cameron  (Morton,  Aston  &  Rogers), 
31  Water  Street.  Hyde. 

Saunders,  Bertram  Lloyd,  13  Exeter  Road,  Brondesbury, 
N.W. 

Scott,  Alfred  Oswald,  no  Dale  Street,  Liverpool. 

Smirk,  Walter,  18  Chaddock  Street,  Preston. 

Southwell,  James  Pull  en  (Southwell,  Turner  &  Co.), 
Petersburg  House,  58  Leadenhall  Street,  E.C. 

Streets,  John  Scbofield,  The  Royal  Insurance  Buildings, 
Lincoln. 

Swayne,  Henry  Ashton  Hornby  (J.  J.  Burnett  &  Sons), 
2%  Portland  Street,  Southampton. 

Turner,  Edgar  John  (Southwell,  Turner  &  Co.),  Peters- 
burg House,  58  Leadenhall  Street,  E.C. 

Vincent,  Joseph  W^alter,  41  Coleman  Street,  E.C. 

Walker,  Edward  Hobson  (E.  W.  Walker  &  Son),  25  Cross 
Street,  Manchester. 

Warlow,  Ernest  William,  7  Moorfields,   Liverpool;   and 

10  Stanley  Street,  Ormskirk. 

Wickenden,  Percy  (Creasey,  Son  &  Wickenden),  8  and  9 
Martin's  Lane,  Cannon  Street,  E.C. ;  and  30  Mount 
Pleasant,  Tunbridge  Wells. 

Wilkinson,      Edward     Sheldon     (Rees     &     Wilkinson), 

11  Poultry,  E.C. 

Winkley,  Horace  John  (Hubbart  &  Durose),  Russell 
Chambers,  King  Street,  Nottingham. 
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A  number  of  applicants  were  admitted  members,  and  lo 
Associates  were  elected  to  Fellowship. 

A  list  of  those  who  complete  their  membership  or  Fellow- 
ship by  the  21st  inst.  will  appear  in  our  issue  of  the  23rd 
inst. 


Recent  Additions  to  the  Library. 


Purchased. 

Bankruptcy  Acts  1883  to  1890.     By  Judge  Chalmers  and 
E.  Hough.     Sixth  Edition.     London :   1906. 

Compt  buik  of  David   Wedderburn,    1587- 1630.     Edin- 
burgh :  189S. 

Accounts  of  the  Lord  High  Treasurer  of  Scotland,  1473- 
1498.     Edinburgh  :  1877. 

Revised  Reports,  vols.  86  and  87. 

Poor's  Manual  of  American  Railroads,  1906. 

Parliamentary  Debates,  vols.  13  and  14  of  1906. 

Report   from    the   Select   Committee    on    Income    Tax. 
London  :  1906. 

Institute  of  Chartered  Accountants  of  Ontario  :  Examina- 
tion Questions,  1903,  1904,  1905,  1906. 

The  Annual  Digest.     By  John  Mews.     1906. 

Stock  Exchange  Yearbook,  1907. 

New   English   Dictionary.     Edited  by  J.  A.  H.  Murray. 
Mesne-Misbirth  (part  of  vol.  6). 
Presented  by  Messrs.  Stevens  &>  Haynes,  the  Publishers. 

Summary  of  the  Law  of  Companies.      By  T.  Eustace 
Smith.    Ninth  Edition.     London :  1907. 


XTbe  Cbartered  Hccountant  Students 
Soctetg  of  XoiiDon. 


Syllabus  for  Spring  Session,   1907. 


President— Mr.  Edwin  Waterhouse,  M.A.,  F.C.A. 
Secretary  and  Librarian— Mr.   Sydney    G.    Cole,    F.C.A., 
lA  Frederick's  Place,  Old  Jewry,  E.C. 


•Feb.  6. — Discussion  on  November  1906  Examination 
Questions.  Openers  :  Final,  Mr.  L.  J.  Yeoman. 
Intermediate,  Mr.  H.  B.  Ward. 

,,  13.— Lecture,  "The  Receiver  and  Manager  (in 
Chancery),"  Part  II.,  by  Mr.  W.  H.  Fox, 
F.C.A. 

„  20. — Lecture,  *'  A  Summary  of  the  Principal  Legal 
Decisions  affecting  Auditors,"  by  Mr.  Hugh 
G.  Cocke,  A.C.A. 

„  27.— Lecture,  *'  Capital  and  Income  as  regards  Execu- 
torship Accounts,"  by  Mr.  T.  E.  Haydon, 
M.A.,  Barrister-at-Law. 


♦[Received  too  late  to  announce  Discussion  held  February  6th.— Ed.] 


Mar.    6.— Lecture,  "  The  Incidence  of  Taxation,"  by  Mr. 
G.  Armitage  Smith,  D.Lit.,  M. A. 
„     13.— Prize  Essay,  **  The  Audit  of  Small  Trading  Con- 
cerns in  Cases  where  there  is  practically  no 
Internal  Check." 
„    20.— Lecture,  »•  Depreciation,  with  Special  Reference 
to  the  Accounts  of  Local  Authorities,"  by  Mr. 
Lawrence  R.  Dicksee,  M.Com.,  F.C.A. 
„    27.— Twenty-fourth  Annual  General  Meeting. 
The  lectures,  debates,  &c.,  are  held  on  Wednesdays,  and 
commence  at  6  o'clock,  unless  otherwise  stated.     All  meet- 
ings  and    classes   are  held  at  the  Institute  of  Chartered 
Accountants  (entrance  in  Great  Swan  Alley). 

Coaching  Classes  for  the  Preparation  of  Candidates 
FOR  THE  Institute  Examinations. 
The  Classes  meet  at  the  Institute. 

Tutors. 
F/«a/— Auditing— -L.  Cuthbert  Cropper,  F.C.A. 
Bookkeeping   and    Accounts— Lawrence    R.    Dicksee, 

M.Com.,  F.C.A. 
Law— Herbert  Jacobs,  B.A.,  Barrister-at-Law. 
Intermediate — Bookkeeping.    Accounts,     and     Auditing — 
Percy  Child,  A.C.A. 
Law — Herbert  Jacobs,  B.A.,  Barrister-at-Law. 
The   classes   begin    in    February,  July,  and    December 
respectively.     No  classes  are  held  during  August.      Full 
particulars  will  be  sent  to  each  member  who  has  not  passed 
the  examinations. 

Priees, 
Final. — First  Prize,  Ten  Guineas  (in  books,  or  the  Com- 
mittee will  pay  the  successful  candidate's  entrance  fee  to 
the  Institute).     Second  Prize,  Three  Guineas. 

Intermediate— First  Prize,  Five  Guineas.  Second  Prize, 
Three  Guineas. 

The  above  prizes  will  only  be  awarded  in  books,  and  pro- 
vided that — 
{a)  Members  are  amongst  the  first  five  successful  candi- 
dates at  their  examinations. 
(b)  In  the  Final  Examination  successful  candidates  have 
been  members  of,  and  paid  subscriptions  to,  the  Society 
for  three  consecutive  years. 
{c)  In  the  Intermediate  Examination  successful  candidates 
have  been  members  of.  and  paid  subscriptions  to,  the 
Society  for  two  consecutive  years. 
Further  particulars  can  be  obtained  on  application  to  the 
Secretary. 

Elementary  Ftee  Classes. 

Bookkeeping,  Accounts,  and  Auditing,  conducted  by  Percy 
Child,  A.C.A. 

This  class  meets  on  ten  Monday  evenings,  at  6  o'clock, 
commencing  on  the  4th  February  1907,  and  is  specially 
intended  for  the  junior  members  of  the  Society. 
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Law,  conducted  by  Herbert   Jacobs,  B.A.,   Barrister-at- 
Law. 

Ttiis  class  meets  on   ten  Friday  evenings  at  6  o'clock, 
commencing  on  the  8th  February  1907. 

The  following  subject  will  be  dealt  with  :— 
•*  Law  of  Partnership.'* 


Examinations, 

Examinations  will  be  held  at  the  end  of  each  of  the  above 
courses  of  lectures,  and  prizes  awarded. 

No  member  shall  be  admitted  to  the  examinations  if  at 
the  date  of  the  last  meeting  of  the  Law  or  Accounts  Class 
(whichever  shall  first  happen)  he  has  served  under  articles 
for  a  longer  period  than  two  years;  or  in  the  case  of 
University  graduates,  one  year. 


special  Essay  Competition  open  to  all  Members  of  the  Society. 

Mr.  Ernest  Cooper,  F.C.A.,  has  kindly  offered  a  First 
Prize  of  Seven  Guineas,  and  a  Second  Prize  of  Three 
Guineas  for  essays  on : — 

"Vouching  in  an  Audit." 

Essayists  should  bear  in  mind  inter  alia : — 

1.  The  Form  to  be  looked  for  in  Vouchers. 

2.  The  Authorisation  of  Payment. 

3.  When  the    Inspection  of  some  Vouchers  may  be 

dispensed  with  and  the  system  to  be  adopted  when 
only  a  partial  Inspection  takes  place. 

4.  When  suspicions   are  aroused,  what  further  steps 

should  be  taken  to  verify  or  test  the  Vouchers  ? 
Rnles. 
(i)  Essays  must  be  written  or  typed   on  one  side  of  the 
paper  only. 

(2)  The  name  of  the  writer  must  not  appear  upon  his 
essay,  bat  a  nom  de  plume  must  be  used.  The  essay  must  be 
accompanied  by  a  sealed  envelope,  addressed  to  the  Secre- 
tary, marked  on  the  outside  with  the  writer's  nom  de  plume ^ 
and  the  words,  **  Special  Essay  Competition  "  ;  the  envelope 
most  contain  the  writer's  name  and  address.  The  envelopes 
of  the  successful  essayists  will  alone  be  opened,  the  others 
will  be  destroyed. 

(3)  Essays  must  not  exceed  6,000  words,  and  must  be  sent 
to  the  Secretary  not  later  than  April  30th  1907. 

(4)  The  essays  submitted  for  competition  will  become  the 
property  of  the  Society,  and  will  in  no  case  be  returned. 

(5)  In  the  event  of  there  being  less  than  three  essays 
sabmitted,  the  Committee  reserve  the  right  to  withhold 
both  prizes. 

(6)  The  second  prize  will  be  awarded  only  in  the  event  of 
the  arbitrator  reporting  that  the  essay  placed  second  is  of 
sufficient  merit  to  deserve  the  prize. 

(7)  In  the  event  of  a  prize  being  awarded,  the  successful 
essayist  will  be  invited  to  read  his  essay  during  the  Autumn 
Session. 


(Ibartere5  accountantd'  Cbess  Club. 


The  formation  of  a  Chess  Club  in  connection  with  the 
profession  of  Chartered  Accountants  has  been  suggested. 

It  is  thought  that  many  members  of  the  profession  now 
belonging  to  various  local  clubs  would  welcome  the  birth  of 
such  a  club,  and  they  (and,  of  course,  students)  are  invited 
to  communicate  their  views  on  the  subject  to  Mr.  H.  J. 
Snowden  (Cleveland,  Channon  &  Snowden),  St.  Michael's 
House,  Basinghall  Street,  E.C.,  and  if  su£Bcient  support  is 
forthcoming,  a  meeting  would  be  held  to  further  discuss  the 
proposal.  _^^^^___^__^^^^^^^ 


Company  Law  in  South  Africa. 


By  L.  O.  P.  Pyemont,  B.A.,  LL.B. 


London,  1906:  Jordan  &  Sons,  Lim.,  116  &  120  Chance  y 
Lane,  W.C.  Price  20s.  net. 
In  view  of  the  large  number  of  companies  registered  in 
South  Africa  that  appeal  for  subscriptions  in  this  country,  or 
whose  shares  are  substantially  held  in  this  country,  a  reliable 
handbook  dealing  with  the  law  relating  to  the  constitution  of 
these  undertakings  will  be  found  extremely  valuable,  and 
such  a  handbook  has  now  at  last  been  provided.  It  is 
divided  into  four  parts,  dealing  respectively  with  formation 
and  constitution  of  a  company  ;  the  management  and  conduct 
of  the  business  of  the  company ;  the  winding-up  of  com- 
panies ;  and  points  of  variance  between  the  Cape  Act,  the 
English  Act,  and  the  company  law  of  the  South  African 
Colonies  :  while  in  the  form  of  an  Appendix  will  be  found 
the  full  text  of  the  Companies  Acts  of  Cape  Colony, 
Rhodesia,  Transvaal  Colony,  Orange  River  Colony,  and 
Natal,  to  which  is  added  a  reprint  of  the  revised  Table  A 
of  the  English  Acts.  Mr.  Pyemont  appears  to  have  dealt 
very  thoroughly  with  his  subject,  treating  it  in  a  non- 
technical way,  and  thus  in  a  manner  that  is  readily  com- 
prehensible to  the  average  business  man.  Part  IV.,  comparing 
the  company  law  of  the  different  South  African  Colonies 
with  the  English  company  law,  contains — ^as  might  indeed  be 
expected— much  that  is  of  interest,  while  the  very  elaborate 
index,  extending  over  63  pages,  materially  adds  to  the 
practical  usefulness  of  an  interesting  volume. 


The  Stock  Exchange  Handbook. 


London,  1907  :  Spottiswoode  &  Co.,  Lim.,  54  Gracechurch 
Street.  E.C.    Price  is. 
This  is  the  eighteenth  annual  edition  of  the  Stock  Exchange 
Handbook,  which  gives  the  highest  and  lowest  prices  for 
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number  of  years  past  of  practically  all  the  ^eadiDg  Stock 
Exchange  securities,  together  with  much  useful  information 
as  to  dividends,  &c.  There  is  a  full  index,  thus  enabling 
reference  in  all  cases  to  be  made  speedily,  and  in  general  the 
volume,  although  of  pocket  size,  contains  an  enormous 
amount  of  information  of  the  greatest  value  to  investors, 
trustees,  and  others. 


The  Secretary's  Manual  on  the  Law  and  Practice 
of  Joint  Stock  Companies. 


By  James  Fitrpatrick,  F.C.A.,  and  T.  E.  Haydon,  M.A., 
Barrister-at-Law. 


1907:  Jordan  &  Sons,  Lim.,  ii6  &  120  Chancery  Lane, 
W.C.  nth  Edition.  Price5s.net. 
The  general  scope  of  this  handbook  is  now  so  well-known 
that  it  is  unnecessary  for  us  to  again  attempt  an  exhaustive 
review,  suffice  it  to  say  that  this  edition  contains  the  revised 
Table  A,  and  numerous  notes  explanatory  thereof.  All  the 
leading  decisions  delivered  since  the  last  edition  was  issued 
have  also  been  carefully  considered  and  incorporated  so  far 
as  is  necessary,  thus  constituting  this  volume  as  one  of 
especial  value  to  company  secretaries  and  others  interested 
in  company  management  who  do  not  desire  to  go  more 
deeply  into  the  various  questions  of  law  involved  than  the 
average  intelligent  layman  finds  desirable. 


Accounting  for  Music  Sellers. 


By  Eliot  Bell. 


Reading,  1907  :  Petty  &  Sons,  Lim.,  Valpy  Street. 
Price  IS.  6d. 
The  volume  now  before  us,  which  extends  to  32  pages  only, 
including  forms,  cannot  be  said  to  describe  a  system  of 
accounting  for  music  sellers  in  sufficient  detail  to  be  likely  to 
prove  of  any  very  great  practical  value  to  these  traders, 
whose  knowledge  of  accounts  is,  probably  in  the  majority  of 
cases,  of  a  very  rudimentary  character.  We  observe,  how- 
ever, that  the  author,  in  addition  to  recognising  the  absolute 
necessity  of  a  Double-entry  System  of  Bookkeeping,  advises 
that  the  books  shall  be  audited  annually  by  an  accountant, 
and  if  this  advice  be  followed,  of  course,  no  difficulty  would 
be  experienced  in  getting  the  accountant  to  give  all  necessary 
explanations  to  enable  the  system  to  be  inaugurated.  So  far 
as  we  can  see  from  the  somewhat  fragmentary  description 
given,  this  system,  which  is  largely  based  upon  the  Loose- 
leaf  System,  is  one  that,  in  careful  hands,  would  meet  the 
requirements  of  the  case,  without  involving  any  unreasonable 
amount  of  clerical  labour.  The  method  described  for  dealing 
with  hire-purchase  transactions  is  indefensible  theoretically. 


in  that  it  takes  no  account  whatever  of  the  effect  of  compound 
interest,  but  it  has  per  contra  the  advantage  of  comparative 
simplicity,  combined  with  working  out  upon  the  safe'  side, 
and  upon  the  whole  it  is  quite  an  open  question  whether 
these  advantages  are  not  to  be  preferred  to  mere  academic 
correctness.  The  somewhat  numerous  forms  given  at  the 
end  of  the  book  would,  we  think,  be  more  valuable  had  they 
all  been  reproduced  upon  a  scale  more  nearly  approximating 
to  the  actual  full  size. 


The  Metric  and   English  Weights  and  Measures. 


By  P.  E.  Radley. 


London,  1907  :  30  Theobald's  Road,  W.C.  Price  id. 
The  object  of  this  set  of  tables  is  apparently  to  show  the 
equivalents  between  English  and  metric  systems  of  weights 
and  measures,  and  incidentally  it  shows  that  neither  sjrstem 
can  be  accurately  and  concisely  expressed  in  terms  of  the 
other.  For  instance,  the  English  yard,  as  expressed  in 
metres,  runs  to  sixteen  places  of  decimals,  and  doubtless  is 
even  then  only  approximately  accurate  ;  while  the  gramme, 
expressed  in  tri- ounces,  runs  into  eighteen  places  of  decimals. 
These  are  the  difficulties  which,  it  seems  to  us,  stand  in  the 
way  of  a  change  from  one  standard  to  the  other.  It  would 
be  manifestly  inconvenient  to  alter  the  size,  weight,  and 
dimensions  of  everything  in  general  use,  and  it  would  be 
equally  inconvenient  to  express  those  sizes,  weights,  or 
dimensions  in  figures  which,  even  if  approximately  accurate, 
would  have  to  run  into  a  great  number  of  decimal  places. 


The  Organiser. 


London,  1907  :  2  Bream's  Buildings,  Fleet  Street,  E.G. 
Price  6d. 

On  the  I  St  inst.  was  issued  the  first  number  of  a  new 
British  monthly  which  is  described  as  a  magazine  for 
employer  and  employed,  which  contains  inter  alia  an  article 
referring  to  an  exhibition  of  office  appliances,  business  systems, 
and  advertising,  to  be  held  at  Olympia  in  the  early  part  of 
July.  It  is  perhaps  hardly  fair  to  attempt  to  gauge  the  value 
of  a  publication  of  this  description  by  its  first  number,  but  we 
cannot  help  thinking  that  there  will  be  a  better  chance  of  a 
permanent  success  in  this  direction — which  in  itself  is  a  very 
highly  desirable  one — when  editors  learn  to  appreciate  the 
desirability  of  drawing  a  clear  distinction  between  literary 
and  advertising  matter.  From  time  to  time  useful  devices 
that  do  not  carry  an  advertisement  order  with  them  might,  it 
seems  to  us,  be  described  and  discussed  with  advantage  to 
the  reader,  if  without  any  direct  and  immediate  profit  to  the 
proprietor. 
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A  Summary  of  the  Law  of  Companies. 


By  T.  Eustace  Smith, 
Of  Lincoln's  Inn,  Barrister-at-Law. 


London,  1907 :  Stevens  &  Haynes.    Ninth  edition.  Price  9s. 

This  book,  as  originally  conceived,  was  intended  for 
students,  and.  as  is  well  known,  has  now  for  several  years 
been  the  work  on  the  subject  recommended  in  the  Syllabus 
of  the  Institute,  accordingly  the  following  criticisms  on  the 
present  ninth  edition  must  be  understood  as  being  made  by 
us  solely  from  that  point  of  view. 

In  the  first  place  it  is  always,  in  our  opinion,  a  question- 
able policy  in  the  case  of  books  which,  so  to  speak,  have 
attained  an  assured  position  to  submit  them  to  the  process 
of  "  recasting,"  and  *' re-writing.'*  Old  friends  lose  their 
way  in  them,  and  are  apt  to  resent  the  removal  and  trans- 
posal  of  well-known  landmarks,  without — unless  the  original 
arrangement  has  been  admittedly  faulty — any  corresponding 
gain  to  new  readers. 

Possibly  on  the  passing  of  the  Companies  Act  of  1900, 
with  its  radical  alterations  in  the  law,  an  opportunity 
presented  itself  for  putting  the  book  anew  into  the  crucible 
and  recasting  it.  but  as  that  opportunity  was  not  seized,  and 
the  matter  of  the  new  Act  incorporated— and  on  the  whole, 
we  contend,  successfully  incorporated — with  the  older  text, 
we  are  somewhat  at  a  loss  to  see  why  such  a  drastic  measure 
has  been  deemed  necessary  now. 

Setting  aside,  however,  the  question  of  policy,  which,  after 
all.  is  a  matter  rather  for  the  author  and  publishers,  we 
gravely  question  whether  the  book  has  gained  by  the  process. 
The  great  desideratum  of  a  student's  book  is  method  and 
arrangement,  and  the  present  edition,  we  confess,  seems  to 
us  to  be  somewhat  more  lacking  than  its  predecessors  in  that 
respect,  in  other  words  it  is  less  "  vertebrate."  For  instance, 
we  miss  in  it  those  useful  fundamental  divisions  into  "  The 
Formation  of  a  Company,"  ''The  Rights  and  Liabilities  of 
Members,"  and  **The  Management  of  a  Company,"  which 
were  a  distinguishing  feature  of  former  editions.  Hitherto 
such  matters  as  •*  Promoters,"  "The  Prospectus,"  "The 
Memorandum  and  Articles  of  Association  "  were  to  be  found 
conveniently  grouped  together  in  one  chapter  entitled  "  The 
Formation  of  a  Company,"  and  we  entirely  fail  to  see  what 
oselnl  purpose  is  served  by  dealing  with  them  in  two  chapters 
and  omitting  the  main  heading  under  which  they  were  so 
conveniently  included. 

Again,  we  cannot  imagine  why  the  important  subject  of 
the  "  Increase  and  Reduction  of  Capital  "  is  relegated  to  a 
subordinate  position  under  the  heading  "  Memorandum  of 
Association,"  whereby  it  is  not  only  itself  rendered  difficult 
of  discovery  but  the  continuity  of  treatment  of  the  subject  of 
the  memorandnm  most  inartistically  severed. 


On  the  other  hand,  we  are  glad  to  note  a  great  improve- 
ment in  Chapter  VII.,  entitled  "  The  General  Principles  of 
Winding-up,"  into  which  have  been  collected  those  matters 
which  used  to  appear  under  the  somewhat  meaningless  head 
of  •'  Matters  Arising  in  Winding-up  "  ;  so,  too,  we  cannot 
doubt  that  Chapter  XL,  which  deals  with  "  Reconstruction 
and  other  Arrangements  in  Winding-up,"  will  be  found  a 
most  useful  addition. 

So  much  for  the  '*  recasting  "  of  the  book  ;  as  regards 
those  parts  which  have  been  re-written,  they  seem  to  have 
been  well  and  carefully  done,  notably  we  think  those  dealing 
with  "  Certificates  "  and  *'  Floating  Charges."  We  could, 
however,  wish  that  the  subject  of  "  Proof  for  Interest "  in 
winding-up  had  been  more  fully  dealt  with.  As  it  is,  the 
student's  curiosity  is  merely  whetted  by  being  told  what  is  to 
happen  in  the  case  of  non-interest  bearing  debts,  whilst  he 
is  left  to  speculate  as  to  those  which  bear  interest.  Again,  in 
dealing  with  the  distribution  of  surplus  assets  some  reference 
to  the  manner  in  which  advances  on  calls  should  be  dealt 
with  would  be  useful. 

In  conclusion,  we  would  again  point  out,  as  we  did  when 
reviewing  a  former  edition,  that  the  statement  of  the  law  for 
which  In  re  Panther  Lead  Co.  is  vouched  as  an  authority  is 
somewhat  too  wide  as  a  general  proposition,  and  only  applies 
in  cases  where  the  landlord  is  willing  to  regard  the  lease  as 
determined. 


XDlntte5  Xaw  Socteti?* 


At  the  weekly  meeting  on  the  28th  ult.  in  the  Inner 
Temple,  a  motion  was  proposed  by  Mr.  T.  H.  Fry 
to  the  effect  that  the  Society  "approves  the  principle 
"  of  differentiation  between  earned  and  unearned  incomes 
*'  as  recommended  in  the  Report  of  the  Select  Com- 
"  mittee  of  the  House  of  Commons  on  Income-Tax." 
The  chair  was  taken  by  Mr.  J.  V.  Weigall.  In  his 
remarks  the  mover  asserted  the  possibility  of  super- 
imposing differentiation  upon  the  existing  "taxation  at 
source,"  which  he  declared  must  be  retained  at  all  cost. 
There  was,  he  said,  no  incompatibility  between  difleren- 
tiation  and  taxation  at  the  source,  although  graduation 
would  make  a  sorry  bedfellow  with  the  present  system.  He 
showed  how  the  present  system  of  collecting  income-tax  lent 
itself  to  differentiation  ;  how,  in  fact,  of  the  five  schedules 
under  which  income-tax  is  collected  Schedules  A  and  C 
are  purely  unearned  income,  and  Schedules  B  and  E  are 
purely  earned  income.  The  only  schedule  which  required 
division  into  earned  and  unearned  income  was  Schedule  D, 
and  this  division  could  in  large  measure  be  effected  by 
charging  limited  liability  companies  upon  the  higher  basis, 
and  by  charging  professional  men,  traders,  and  unregister 
companies  upon  the  lower  basis.    He  referred  to  the  alle 
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grievances  of  sleeping  partners,  and  showed  that  there  was 
considerable  difiference  between  their  position  and  that  of 
shareholders,  whose  liability  was  strictly  limited,  whereas 
the  former  ran  all  the  risks  of  the  business.  The  position 
of  the  one-man  or  few  men  companies  was  also  considered, 
Mr.  Fry  asserting  that  the  vendor- trader  must  pay  the  toll  for 
limitation  of  his  liability  and  for  the  greater  facility  in  deal- 
ing with  its  assets  by  paying  income-tax  at  a  greater  rate. 
He  stated  that  it  was  impossible  to  treat  every  individual's 
case  upon  its  own  particular  merits,  and  a  broad  distinguish^ 
ing  line  must  be  drawn.  He  also  dealt  with  the  taxation  of 
interest,  which  would  be  at  the  higher  figure,  incidentally 
alluding  to  the  supposed  anomalous  cases  of  working  land- 
lords, which,  he  declared,  presented  no  insuperable  difficul- 
ties. The  opposite  side  was  championed  by  Mr.  Williams, 
a  guest,  who  argued  that  the  division  of  Schedule  D  sug- 
gested by  the  mover  was  fallacious.  The  scheme  of  the 
report,  in  his  opinion,  was  essentially  a  Somerset  House 
scheme,  ignoring  to  a  great  extent  the  position  of  the  tax- 
payers. Personally,  he  declared  himself  unconvinced  of  the 
economy  and  efficiency  of  the  system  of  taxation  at  the 
source,  which  was  irksome  to  most  taxpayers.  He  affirmed 
that  a  wise  system  of  graduation  would  be  preferable  to 
differentiation.  The  resolution  was  eventually  carried  by 
five  votes  to  four. 

(Law  Times,) 


petdonal. 


Messrs.  Wm.  Hy.  Camm.  F.C.A.,  and  Eras.  Harry 
Metcalfe,  F.C.A.,  announce  that  the  partnership  heretofore 
subsisting  between  them  and  Mr.  C.  Corbidgb,  carried  on  at 
17  Bank  Street  Sheffield,  and  at  iqa  Coleman  Street, 
London,  E.G.,  terminated  on  the  2nd  day  of  February 
instant.  They  have  arranged  a  partnership  in  conjunction  with 
Mr.  William  Unwin  Camm  (A.C.A.  by  examination),  with  a 
view  to  commencing  business  as  Chartered  Accountants  at 
Market  Place  Buildings,  Sheffield,  until  offices  which  they 
have  engaged  at  Town  Hall  Chambers,  Fargate,  are  ready 
for  occupation. 

Mr.  Jambs  Morrison,  Jun.,  who  was  previously  for  16 
years  with  the  London  Guarantee  and  Accident  Company, 
Lim.,  has  rejoined  that  company  and  takes  up  the  duties 
of  local  manager  at  their  Manchester  branch  on  the  ist 
February. 

Mr.  J.  Edward  Myers,  of  the  firm  of  J.  Edward  Myers 
&  Clark,  Chartered  Accountants,  Trafalgar  Buildings. 
Northumberland  Avenue,  London,  W.C,  has  been  appointed 
a  Public  Auditor  under  the  Friendly  Societies  Act,  1896,  and 
the  Industrial  and  Provident  Societies  Act,  1893,  for  the 
"'-^tford  district. 


Alderman  W.  J.  Parry,  F.C.A.,  Coetmor  Yard,  Bethseda. 
has  been  placed  by  the  Treasury  on  the  list  of  Public 
Auditors  under  the  Friendly  Societies  Act,  1896,  and  the 
Industrial  and  Provident  Societies  Act,  1893. 

Messrs.  W.  B.  Peat  &  Co.,  of  11  Ironmonger  Lane, 
London.  E.C.,  have  opened  a  branch  office  in  Cairo  at 
Sharieh-El-Cherifein,  Kasr- El-Nil.  under  the  management 
of  Mr.  H.  Victor  Hall,  A.C.A. 

Mr.  Frederick  R.  Petty,  Incorporated  Accountant,  has 
commenced  practice  at  4  &  5  Burlington  Chambers,  North 
Street,  Keighley. 

Mr.  William  Albert  Schultz,  F.C.A.,  of  the  firm  of 
ScHULTZ,  CoMiNS  &  Cc,  Chartered  Accountants,  of 
50  Cannon  Street,  London,  E.C.,  has  been  appointed  a 
Justice  of  the  Peace  for  the  County  of  London. 
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Annual  Convention,  1906, 

Held  at  Columbus,  Ohio.  October  23rd,  24th  and  25th. 


Report  of  the  Committee  upon  Standard 

Schedules  for  Uniform  Reports  on  Municipal  Industries 

and  Public-Service  Companies. 


To  the  President  and  Executive  Committee  of  the  American 
Association  of  Public  Accountants.— At  the  last  meeting  of  the 
Association,  >vhich  was  held  in  February  1906,  at  New 
York,  a  resolution  was  passed  as  follows  : — "  Resolved,  that 
'*  a  Committee  of  seven  Fellows  of  the  American  Association 
*'be  appointed  by  the  President  to  consider  the  practical 
"  application  of  true  accounting  principles  in  connection 
**  with  standard  schedules  for  uniform  reports  on  municipal 
«'  industries  and  public-service  corporations ;  that  such 
'*  Committee  be  authorised  to  accept  or  amend  such 
**  schedules  and  forms  as  in  its  judgment  are  advisable,  and 
**  to  endorse  such  schedules  solely  as  Committee ;  and  that 
*'  it  shall  report  its  findings  and  endorsements  to  the  next 
"  meeting  of  the  Association." 

On  February  24  1906  the  Secretary  of  the  Association 
notified  the  following  seven  Fellows  that  they  had  been 
appointed  by  the  President  to  constitute  this  Committee : — 
Leonard  H.  Conant.  A.  Lowes  Dickinson,  Duncan 
Maclnnes,  S.  Roger  Mitchell,  R.  H.  Montgomery,  E.  W. 
Sells,  and  Harvey  S.  Chase,  Chairman. 

On  March  2  the  Chairman  enclosed  to  each  member  of 
this  Committee  a  copy  cf  a  schedule  entitled  **  Schedules 
"for    Standard    and    Uniform    Reports    for    Municipal 
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"  Industries  and  Public-Service  Corporations.  Conference 
"on  Uniform  Municipal  Accounts  called  by  the  United 
•*  States  Census  Bureau,  Washington,  D.C.,  February  13 
"and  14  igo6,"  which  set  forth  a  tentative  form  for  a 
standard  revenue  and  expense  statement,  together  with  a 
copy  of  an  address  delivered  at  the  Conference  in  relation  to 
this  schedule.  There  was  also  included  an  amended 
schedule  which  had  been  reported  by  a  special  Committee 
of  five  appointed  by  the  Chairman  of  the  Conference,  and 
which  had  been  adopted  by  the  Conference.  Copies  of  the 
original  schedule  and  the  amended  schedule  are  attached  to 
this  report.    (Tables  A  and  B.) 

A  meeting  of  the  Committee  of  Seven  was  held  at  the 
Hotel  Manhattan  on  April  6  1906,  attended  by  the  Chairman 
and  Mr.  Montgomery,  by  Mr.  Chapman  representing  Mr. 
Maclnnes,  Dr.  Cleveland  representing  Mr.  Sells,  and  Mr. 
Nasmyth  representing  Mr.  Dickinson,  Mr.  Conant  being 
away  from  town  and  Mr.  Mitchell  being  detained  by  another 
engagement.  Discussion  of  the  schedule  was  continued 
from  eight  o'clock  till  eleven.  Various  points  were  tenta- 
tively decided  by  the  meeting  and  incorporated  in  the 
schedule.  The  Chairman  submitted  correspondence  with 
members  of  the  Committee  and  with  others  interested, 
including  letters  from  the  Gas  Commissioners  of  Massa- 
chusetts, the  United  States  Census  Bureau,  the  Consolidated 
Gas  Company  of  Boston,  Stone  &  Webster,  street  railway 
operators,  &c.  The  meeting  adjourned  subject  to  the  call 
of  the  chair. 

On  April  17  a  letter  was  sent  to  each  member  of  the  Com- 
mittee by  the  Chairman,  stating  that  a  communication  had 
been  received  from  the  President  of  the  Association  autho- 
rising the  Chairman  to  arrange  for  "alternates"  in  addition 
to  the  members  of  the  Committee,  and  requesting  each 
member  to  appoint  an  alternate,  thus  making  the  Com- 
mittee fourteen  in  all. 

On  April  27  1906  there  was  published  in  the  Municipal 
Jommal,  of  London,  the  address  of  Mr.  Chase  before  the 
Washington  Census  Conference,  with  the  schedules  in  full. 

On  April  27  1906  the  Chairman  delivered  an  address 
before  the  National  Municipal  I«eague  at  its  annual  meet- 
ing, held  at  Atlantic  City,  which  described  the  uniform 
schedule  in  its  later  amended  form.  Appended  to  this 
address  were  printed  tables  covering  the  revenue  and 
expense  transactions  of  ten  gas  and  electric  companies  in 
Massachusetts,  and  also  of  ten  municipally  operated  plants 
in  the  same  State.  These  figures  were  set  forth  upon  a 
schedule  arranged  especially  for  these  comparisons,  which 
di€fered  slightly  from  the  form  previously  accepted  tenta- 
tively by  the  Committee.  These  tables  are  attached  hereto 
as  C,  D,  and  E.  These  printed  forms  were  sent  to  a  con- 
siderable number  of  individuals,  corporations,  municipal 
officers,  and  others  known  to  be  interested  in  this  subject. 


On  May  i.  pursuant  to  notice  by  the  Chairman,  a  meeting 
was  held  in  New  York,  at  which  the  printed  forms  presented 
at  the  National  Municipal  League  meeting  were  distributed, 
and  each  member  and  alternate  was  requested  to  apply  the 
"  standard  **  form  to  some  public  industry  or  public-service 
company,  by  attempting  to  set  up  on  the  form  the  financial 
transactions  of  some  year  or  other  period,  and  to  communi- 
cate the  results  to  the  Chairman  as  soon  as  possible. 

In  June  Moody's  Magazine^  of  New  York,  published  a  paper 
by  the  Chairman  upon  *'  Standard  and  Uniform  Reports 
"from  Public  Utilities,  both  municipally  operated  and 
"privately  operated." 

In  June  the  Journal  of  Accountancy  published  a  somewhat 
more  extended  paper  on  the  same  subject,  containing  the 
tables  of  ten  Massachusetts  cities  and  ten  companies 
previously  referred  to. 

In  August  a  paper  was  read  before  the  Ohio  Electric 
Light  Association,  by  Mr.  T.  E.  Crawford,  upon  a  "  Com- 
parative Statement  of  Revenues  and  Expenses,'*  in  which 
our  Committee's  form  was  set  forth  and  highly  commended, 
and  all  Ohio  companies  were  advised  to  use  it. 

On  September  20  a  report  by  Harvey  Chase  &  Co.  upon 
the  annual  audit  of  the  Boston  Consolidated  Gas  Company 
was  published  in  the  Boston  papers  by  the  company  under 
requirements  of  law  in  the  "  Sliding  Scale  "  Act.  The  report 
included  a  revenue  and  expense  statement  of  the  company 
for  the  fiscal  year  ending  June  30,  arranged  upon  the  Com- 
mittee's standard  form,  thus  presenting  in  a  practical  way 
the  advantage  of  such  statements  and  providing  an  object- 
lesson  available  for  similar  companies  and  municipally 
operated  industries  throughout  the  country.  This  state- 
ment is  appended  hereto  as  Table  F.  The  subsidiary 
supporting  schedules  for  each  of  the  items  in  F  are  given  in 
Table  G,  omitting  figures. 

On  September  27  the  Chairman  consulted  various 
members  of  the  Committee  in  New  York,  and  it  was  the 
prevailing  opinion  that  the  Committee's  report  to  the 
Association  at  the  present  time  should  not  be  final,  nor 
should  it  present  a  schedule,  or  schedules,  as  the  completed 
work  of  the  Committee,  but  that  it  should  report  progress 
and  advise  that  final  action  upon  schedules  be  delayed 
until  after  the  report  of  the  National  Civic  Federation's 
Committee  upon  *' Municipal  Ownership"  is  published. 
Meanwhile  our  Committee,  if  continued,  should  in  every 
way  CO- operate  with  the  Civic  Federation  Committee,  to  the 
end  that  the  schedules  ultimately  adopted  by  our  Association 
may  be  in  harmony  with  the  results  of  the  experience  of 
the  members  of  the  latter  Committee,  which  is  now  com- 
pleting its  extremely  arduous  labours  and  prolonged  investi- 
gations of  publicly  operated  and  privately  operated  plant 
both  in  this  country  and  abroad. 


188 


THE    ACCOUNTANT 


February  9,  1907. 


In  conformity  with   these  views  your  Committee   now 

respectfully  submits  this  report  of  progress,  together  with 

the    schedules    under    consideration    in    their    historical 

sequence. 

Committee  upon  Standard  Schedules 

FOR  Uniform  Reports,  &c., 

By  HARVEY  S.  CHASE, 

Chairman. 
27  State  Street,  Boston,  Mass, 

October  20  1906. 


Members  of  the  Committee, 
Harvey    S.    Chase,    Leonard     H.    Conant,    A.    Lowes 
Dickinson,  Duncan  Maclnnes,  S.  Roger  Mitchell,   R.  H. 
Montgomery,  E.  W.  Sells. 

Alternates, 
Archibald  Bownlan,  Richard  M.  Chapman,  Francis  How, 
Charles  S.  Ludlam,  John  B.  Niven,  H.  W.  Wilmot. 


Schedules  for   Standard  and  Uniform   Reports  for  Municipal 
Industries  and  Public-Service  Corp$rations, 


Conference  on  Uniform  Municipal  Accounting  called  by  the 

United  States  Census  Bureau,  Washington,  D.C., 

February  13th  and  14th  1906. 


Table  A. — Original  Schedule. 

Revenue  and  Expense, 

(Income  and  Expenditure. 

(a)  Income. 

Sales  of  Product  (Water,  Electricity,  Gas,  &c.)  $ 

Less  Rebates,  Refunds,  Discounts,  &c $ 

Net  Income  from  Sale  of  Product       . .         . .  $ 

(6)  Expense. 

(i)  Expense  of  Manufacture  (or  •*  Sup- 
ply "  for  Water) $ 

Operation  (Running  Expense)     . .  $ 
Maintenance  (Repairs)      . .         . .  $ 

(2)  Expense  of  Distribution        . .         . .  $ 

Operation  (Running  Expense)     . .  $ 
Maintenance  (Repairs)      . .         . .  $ 

(3)  General  Expense         $ 

(Not  including  taxes,  insurance, 
damages,  guaranty,  depreciation, 
dividends,  interest,  or  sinking 
funds.) 

Total  •*  Expense  •• $ 

Income,  less  Expense 9 


(c)  Charges  on  Account  of  Revenue. 
Taxes  and  Franchise  Payments  . .         .9 

Insurance,  Fire,  Liability 9 

Damages     and      Extraordinary     Legal 

Expenses 9 

Guaranty  (against  Shrinkage  of  Current 

Assets) 9 

Depreciation      (against     Shrinkage     of 

Capital  Assets)     . .         . .         . .         . .  9 

Total  ••  Charges  against  Revenue  "    . .         . .  3 

Income,     Less    Expenses    and     Revenue 
Charges        9 

(d)  Charges  on  Account  of  Capital, 

Dividends 9 

Interest  (net)  9 

Sinking  Funds        9 

Amortisation  of  Franchises         . .         . .  9 

Total  "  Charges  on  Account  of  Capital  "     . .  9 

Surplus  Income  from  Sales  of  Product . .         . .  $ 
{e)  Income  from  Other  Sources.      . .  9 

Total  Surplus  Income $ 


Table  B. — As  Amended  at  Census  Conference. 
Revenue  and  Expense. 
(Income  and  Expenditure.) 

(a)  Revenue. 

Sales  of  Product  (Water,  Electricity,  Gas,  &c.)  . .  9 
Less  Rebates,  Refunds,  Discounts,  &c 9 

Net  Proceeds  from  Sale  of  Product  . .  9 

(b)  Expense, 

(i)  Expense  of  Manufacture  (or  **  Sup- 
ply "  for  Water)        . .         . .  9 

Operation  (Running  Expense)     . .  9 

Maintenance  (Repairs  and  Sup- 
plies)       9 

(2)  Expense  of  Distribution. $ 

Operation  (Running  Expense)     . .  $ 
Maintenance   (Repairs    and   Sup- 
plies)       9 

(3)  General  Expense         $ 

(Not  including  taxes,  insurance, 
damages,  guaranty,  depreciation, 
dividends,  interest  or  sinking 
funds.) 

Total  "  Expense  " 9 

Proceeds,  less  Expense         «  9 
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[c)  Charges  Against  Rtvtnue, 

Taxes $ 

Franchise  Pftjrments         $ 

Insurance:  (Fire,  Accident  and  Fiduciary)  9 
Daoiages  (Extraordinary  Losses,   Legal 

and  other  Expenses) % 

Guaranty  (against  Shrinkage  of  Current 

Assets) % 

Depreciation     (against      Shrinkage     of 

Capital  Assets) $ 

Total  "  Charges  against  Revenue '' 


Net  Revenue  (Proceeds,  less  Expenses  and 

Revenue  Charges) . .  9 

(i)  Application  of  Net  Revenue, 

Dividends ..         ..9 

Interest  (net)  $ 

Sinking  Funds $ 

Amortisation  of  Franchises  . .  $ 

Total  Application  of  Net  Revenue.  •         . .  9 


Surplus,  or  Defiicitp  from  Sales  of  Product  9 
(#)  Revenue  from  Other  Sources.      . .  $ 


Surplus  (or  Deficit)  Current  Year       . .         . .  $ 
Surplus  (or  Deficit)  from  Prior  Years  . .  $ 


Total  Surplus    (or    Deficit)    at    Close   of 
Current  Year       $ 


Table  C. — As  Ambndsd  by  Committee  of  Seven. 
Suggested  Form  for  Standard  Schedule. 
Revenue  from  Operating. 
Gross  Earnings  from  Public  Services       . .         . .  $ 
Gross  Earnings  from  Private  Consumers. .         . .  $ 
Gross  Earnings  from  By-Products,  &c 9 


Total « 

Deduct  Rebates,  Refunds,  Discounts,  &c.    . .  $ 


Total  Revenue  from  Operating 

Expense  of  Operating. 

(i)  Expense  of  Manufacture 

Operation $ 

Maintenance  $ 

Product  Purchased  . .         . .  $ 

(s)  Expense  of  Distribution 

Operation $ 

Maintenance  $ 


..  $ 


(3)  General   Expense   (Salaries,    Office 
Supplies  and  Expenses)  . .  $ 


Total  (i,  2,  and  3)         ..         ..9 

(4)  Taxes  (Real  Estate  and  Other)       . .  $ 

(5)  Franchise  Taxes  (paid  or  accrued 

annually  or  otherwise)       . .         . .  9 

(6)  Rentals  (Leaseholds,  &c.)    . .         . .  $ 

(7)  Insurance  (Fire,  Accident  and  Fidu- 

ciary)   9 

(8)  Damages  (including  Extraordinary 

Legal  and  Other    Expenses   and 
Losses)  ..         ..         ..         ..9 

(9)  Guaranty  (Bad  Debts  Written  Off 

and  Reserve  for  Doubtful  Accounts)^ 

(10)  Depreciation  (Deterioration  Written 

Off   and    Reserve  for  Estimated 
Depreciation)  9 

Total  Expense  of  Operating 9 

(a)  Net  Revenue  from  Operating  (or  Deficiency)  9 

(b)  Other  Revenue,  or  Income,  net  (from  Sources 

Other  than  Operating)         9 

{c)  Appropriations  for  Operating,  Provided  by 
the  Municipality  from  General  Funds       . .  9 

Total  Available  Income        $ 

Disposition  of  Available  Income. 

(11)  Interest  on  Funded  and  Floating  Debts      . .  $ 


Remainder  of  Available  Income     . .         . .  $ 

(12)  Reserved  for  Sinking  Funds  ..  $ 

(13)  Reserved  for  Amortisation  Funds..  9 

(14)  Reserved  for  Other  Funds  . .         •  •  ^   ^ 

Total  Reserves        $ 

(15)  Dividends  (Private  Plants)  . .         . .  $ 

(16)  Appropriation  to  General  City  Funds 

(Public  Plants)        9 

Total  Disposition  of  Available  Income     . .  $ 


Credit  (or  Debit)  Balance  Transferable  to 
"Surplus" 9 
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Table   D. — Keports   from   Ten   Massachusetts   Municipal  Electric  and  Gas-Electric  Plants  arranged 

PRESENT  Forms  of  Statement. 


MUNICIPALITIES 


Population 


HOLYOKK 

(Gas  and  Electric) 
45.700 


Westfield 
(Gas  and  Electric) 

12,300 


Wakefield 
(Gas  and  Electric) 


9,200 


MiDDI.BBORO 

(Gas  and  Electi  ic) 
6,900 


Expense  of  Operating. 

[Expense  of  Manufacture- 
Operation 

Maintenacce 


a  Expense  of  Distribution- 
Operation 

Maintenance 


3  General  Expense  . 


»05,9i4-74 
14.4a7.86 


120,342.60 


10,471.77 
9,006.4 1 


4  Taxes 

5  Franchises 

6  Leaseholds,  Rentals,  &c. 

7  Insurance    

8  Damages 

9  Guaranty 

10  Depreciation 


Total  Expense  of  Operating 


19,478.18 
13.49335 

153.314-13 


676.55 
47.043-29 

202,223.29 


23,39763 
1,858.01 


25.25564 


1. 146.34 
953-33 


2,099.67 
2,64387 

29,999.18 


52849 

14; -73 
7.445.8» 

38,121  28 


18,103.25 
'.3M-50 

4,486.82 
1,413-71 


19,4 1 7-75 


5,900-53 
4,794-92 


30,113.20 


513-12    I 

56.69 
6,793- »3 


37.476.14 


7,684.52 
458.59 


1,578.75 
994-53 


8,143." 


2.573.28 
1.740.56 

12,456.95 


216.41 
3,746.06 

16,630.85 


Revenue  from  Operating. 


Earnings  from  Public  Services 
.  »      Private  Consumers 

w  »      By-Products,  &c.  . . 


..  ,  54,264.7a 

..  183,417.89 

..  I  10,306.05 

I 

Total ,  247,988.66 


Deduct  Rebates,  Refunds,  Discounts,  &c.f 
Actual  Earnings  from  Operating  . . 


a)  Net  Revenue  from  Operating 

<6)  Other  Revenue  or  Income  from  sources  other 

than  Operating 

{c)  Appropriations  for  Operating  provided  by 

the  Municipality  from  General  Funds    . . 


Total  Available  Income 


Additional  Reuuirbments  which  should  be 
Provided  from  Available  Income. 
(Disposition  of  Available  Income) 

zz  Interest  on  Funded  and  Floating  Debts      . . 

Remainder  of  Available  Income 


Z2  Reserved  for  Sinking  Funds    . . 
Z3         »  •    Amortisation  Funds 

14         .         .    Other  Funds 


Total  Reserves 


15  Dividends 

z6  Appropriation  to  General  City  Funds  (Public 

Total    Disposition    of    Available  Net 
Income       

Credit    (or    Debit)    Balance   transferable   to 
••Surplus" 


247,988.66 
45,765.37    I 
1,133.82    I 
247,818.75 
294.717.94 


28,413  67 


266,304.27 


^44,600.00 
44,600.00 
29«>,856.7i 


335,456.71 


♦69,152.44 


38,197.62 
4,364.46 

42,562.08 


2,43311 


1,469.18 

I    26,256.36 

5,581.33 

i    33,306.87 


42.562.08 
4,440.80 


11,500.00 
15,940.80 


3,488.33 
12,452.47 


6,433.11 


6,019.36 


;6,300.oo 


6,300.00 


37,268.39 


33,306.87 
♦4,169.27 


40,594.73 
36,425.46 


6.457.00 
29.968.46 


43.568.39 


*i3,599-93 


74309 

11,581.27 

39530 

12,719.66 


;  2,000.00 


2,000.00 


12,719.66 
♦3,911 19 


3,411-34 
♦499-85 


2,981.34 
*3.48i.i9 


*5.48i.i9 


♦  Debit  Balance. 


f  Discounts  deducted  previously. 


K  Serial  Bonds  paid. 
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UPON    Standard    Schedules.       For   the    Purpose   of   showing   the    Discrepancies    and   Gaps    in    the 
Covering  year  ending  June  30th  1905. 


Tauxton 
(Ktectric) 

31,000 


Chicopke 
(Klectric) 

19,000 


Daxvkrs 
(Kleciric) 

8,500 


Braintrek 
(Electric) 

6,000 


26,643.81 
1,636.37 


6.171.17 
5.033-97 


28,282.18 


11,307.14 
2,278.06 

41,767.38 


352-25 

13,819.16 
56,138.79 


15.13405 
1.335.92 


5.416.31 
1,365.50 


1.845.04 
40.594-79 

42»439  83 


I 

! 

43.439-83    I 

*  13.698.96 

1.463.29    ' 

17,422.50    I 


16,899.94 

14,401.19 

1,185.24 

32.486.37 


5.186.83    I 


11,922.50    I 
*6,735-67    I 


t4,ooo.oo 


34,722*59 


1,200.00 


'7,935.67 


16,469.97 


6.781.81     ' 
1,306.60    [ 

24.558.38    I 


8395 
5,804-59 

30,446,92 


8,897.20 
73x47 


1,355.22 
1,440.93 


347.82 
12,854.06 
4.50 

13,206.38 


32^86.37    I 
2.039-45     I 


35.14941 
37.188.86 


3.555.41 


33,633.45 


38,722.59 


♦5,089.14 


9,628.67 


2.796.15 
1,827.77 


14.252.59 


720.55 

9.60     I 
2,013.32     I 


10,232.93 
1,17939 


1,056.02 
1,181.06 


16,996.06 


I         270.29 

13,750.69 

I         532.50 

I     14.553-48 


13,206.38 
*3.789.68 
246.37 
8,060.00 
4,516.69 


1,000.00 

1,536.07 
2,980.62 

1,000.00 

1,000.00 

1,910.62 

43«>-oo 


430.00 


6,146.50 


11,412.32 


2,237.08 
817.33 

14.466.73 


407.49 

4,094-93 
18,969.15 


14,553.48 
*4,4i5.67 
27.oi 
9,282.50 
4,893-85 


1,820.83 
3,073.02 


6,576.50 


♦3,503.48 


Concord 
(Electric) 

5.600 


I 


9,023.27 
598.12 


842.90 
858.48 


523.88 
11,911.59 
1,99503 

14,430.50 


1,920.00 


9,621.39 


1,701.38 
2,116.85 

n.439.62 


237.49 

4.735.07 
18,412.18 


M.430.30 
♦3,981.68 
185.05 
8,875.62 
5.078.99 


Hull 
(Electric) 

1,700 


7,330.05 
3,396.05 


1,310.63 
3.933.39 


17,319.72 
1,580.90 

18,900.62 


1,920.00 


*494.34 


3,770.00 


10,726.10 


5,244.02 
2.579.64 

18,549.76 

25.00 

1.173.23 

300.90 
5.'93.37 

25,142,26 


18,900.62 
♦6,241.64 
1,130.27 
7.600.00 
2,48863 


3.653.33  4.652.29 

1,425.66    I  ♦2,163.66 

1,920.00  3.770-00 


3,770.00 


*5,933.66 
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Table  £. — Reports    from    Ten    Electric  and   Gas-Electric   Companies    in    Massachusetts  arranged 

PRESENT    Forms   of  Statement. 


I 


COMPANIES 
Population        

Expense  of  Operating. 

1  Expense  of  Manufacture- 

Operation 

Maintenance 

Gas  Purchased 

2  Expense  of  Distribution — 

Operation  

Aflaintenance 

3  General  Expense 

4  Taxes  

5  Franchises 

6  Leaseholds,  Rentals,  &c.  

7  Insurance 

8  Damiges 

9  Guaranty 

10  Depreciation         

Total  Expense  of  Operating 

Revenue  from  Operating. 

Earnings  from  Public  Services 

«  «     Private  Consumers 

,  ,     By-product,  &c 

Total 

Deduct  Rebates,  Refunds,  Discounts.  &c.f     . . 
Actual  Earnings  from  Operating 

(a)  Net  Revenue  from  Operating  (or  Deficiency) 

(b)  Other  Revenue   or   Income   from  sources 

other  than  Operating 

(c)  Appropriation  for  Operating   provided   by 

the  Municipality  from  General  Funds     . . 

Total  Available  Income 


Additional  Requirements  which  shoild  be 
Provided  from  Available  Income. 
(Disposition  of  Available  Income.) 

.  II  Interest  on  Funded  and  Floating  Debts 

Remainder  of  Available  Income 


13  Reserved  for  Sinking  Funds    . . 

13  ,  m   Amortisation  Funds 

14  «  »  Other  Funds 


Total  Reserves       

15  Dividends 

16  Appropriation  to  General  City  Funds  (Public 

Total  disposition  of  Available  Income. . 

Credit     (or    Debit)    Balance    transferable    to  ' 
"Surplus" 


Lynn 
(Gas  and  Electric) 

79.300 


I 


185,212.43 
30,117.87 


33,845.57 
73,826.31 


70,634.38 
516,456.49 
49,048.18 

636,138.95 


57,500.00 


Newton 
(Gas  and  Electric) 

50,300 


Haverhill 

(Accounts  of  Gas  Co.  & 

I  Electric  Co.  combined) 

39.500 


ai  5. 330.30 


107,679.88 
25,317.47 

348,327.65 
22,691.83 


5,933.74 

740.95 

1,785.50 


379.479.67 


636.138.95 
256,659.38 
109,991.03 

366,650.31 


4.398.76 
362,351.55 


57,500.00 


304.851.55 


83,936.50 
13,729.02 
36,331.50 


132,987.02 


20,983.54 
52,341.00 


73,324.54 
17,207.77 

223,519.33 
11,581.83 


3,797.78 
350.00 


239.148.93 


61,771.78 
231,057.50 
37,609.00 

310,438.38 


310,438.38 
71,289.35 
5.315.77 


76,605.12 


13,360,32 
63.344.90 


24,000.00 


108,169.68 
8,822.63 


39.344.90 


116,992.31 


I4,4".32 
12,812.52 


23 .617.34 
235,611.26 

2,675.54 
261,904.14 


37,223,84 
27,835.49 

173,041.64 

10,933.15 


707.16 

37.65 

1,346.03 

11,010.28 

196,07591 


361.904.14 

65,828.23 
2,807.83 


68,636,06 


6,333.56 

62,403.50 


Clinton 
(Gas  and  Electric) 

13,700 


18,558. 
3,124. 


2,730 
2,349 


.61 


14,305.17 
32,888.08 
3,381.09 

49.574-34 


16,432.30  5,065.00 

16,433.30 
45.970.30 


31,683.66 


5,080.05 
6,927.75 

33,691.46 
1,344.24 


1,13057 

488.79 
3,040.82    I 


38,685.88 


49>574.34 
10,888.46 


10,888.46 


5,447.50 
5,440.96 


5,06500 


37596 


*  Debit  Balance. 


f  Discounts  Deducted  previously. 
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UPON    Standard    Schedules.      For    the    Purpose    of    showing    the    Discrepancies    and    Gaps   in   the 
Covering  year  ending  30th  June   1905. 


Northampton 
(Electric) 

18,600 


15,109.67 
1,217.01 


5,908,54 
33X-55 


11,040.18 

41. 598-49 

5^403 

5^,962.70 


9.397.00 


16,326.68 


6,240.09 
2,911.66 

25.478.43 
2.077.40 


626.99 


28,182.82 


52,962.70 

24.779.88 

434-20 

25,214.08 


9067 
25.123.41 


Leominster 
(Electric) 

t3.7oo 


16,208.26 
785.97 


2,133.26 
4,713.13 


16,994.23 


6,846.39 
2,077.76 

25,918-38 
1,256.99 


852,00 
3. 140.61 

31,167.98 


9.869.54 
32,031.07 


41,900.61 


41,900.61 
10,732.63 


10,732,63 


3,957-70 
6,774.93 


Gardner 
(Electric) 

10,800 


10,756.05 
2,472.22 


1,711.63 
I. 717.93 


4,313.75 

18,046.60 

53.08 

22,413.43 


3,000.00 


9,393.00    I 


15,731 -♦! 


13,228.47 


3,429-56 
1,177.59 

17.835-62 
981.61 


777.22 

96.91 

4,137-78 

23,829.14 


Orange 
(Electric) 

5.500 


1,687.25 
932.43 


1,561.64 
424.72 


22,41343 

*i,4i5-7» 

200.35 

♦1,215.36 


835-81 
*2,o5i.i7 


3,000.00 


6,774-93 


4,033.83 

8,745.28 

"3-15 

12,892.26 


1,800.00 


2,619.68 


1,986.36 
1,883.62 

6,489.66 
502.82 


330.16 


13,322.64 


12,892.26 
♦430.38 
212.04 


*2 18.34 


2,519.00 

♦2,737-34 


COHASSET 

(Electric) 
5,200 


5,173-88 
242.53 


1,266.73 
1,122.81 


5,700.00 
8,232.57 


13,932.57 


i,8oo.co 


♦4.537.34 


5,416.41 


2,38954 
1,074.06 

8,880.01 
184.47 


464.41 

1,500.00 
11,208.89 


13,932.57 


2,903.68 


2,903.68 


970.96 
1,932.72 


Lee 

(Electric) 

4,600 


5,513.96 
395.58 


279-91 
60.63 


2,579.50 
9,303-77 


11,883.27 


1,500.00 


5,909.54 


340.54 
967.48 

7,217.56 
373-49 


181.13 

52648 
8,298.66 


11,883.27 

3,584.61 

13-25 

3,597-86 


1,506.55 
2,091.31 


1,932.72 


1,500.00 


591.31 
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Tablb  p. — Rbvbnub  and  Expbnsb. 

Boston  Consolidated  Gas  Company,  for  the  Year  ending 

June  30/A  1906. 

Revenue. 

Income  from  Sales  of  Gas  #31378,702.07 

Income  from  Sales  of  Electricity          . .         . .      225,135.00 
Income  from  By-Products  and  Other  Operat- 
ing Sources        160.233.59 

Total  Revenue  from  Operating      . .         .  .93,764,070.66 

Expense. 
(i)  Manufacture  of  Gas,  viz.  :— 
Expense      of       Operating 

Works $821,547.12 

Expense    of     Maintaining 

Works       56,518.86 

Cost  of  Gas  Purchased  and 
Used         521,158.09 

(2)  Distribution  of  Gas,  viz. : — 

Expense  of  Operating       ..      161,991.48 
Expense  of  Maintaining  . .      169,516.07 

(3)  General  Expense  and  Man- 

agement of  Gas       . .         . .      344,008.48 
(i)  Manufacture  of  Electricity,  viz. : — 
Expense       of       Operating 

Works 41,627.87 

Expense    of     Maintaining 
Works 3.509.76 

(2)  Distribution  of  Electricity,  viz. : — 

Expense  of  Operating       ..        16,132.35 
Expense  of  Maintaining  . .        14,131.35 

(3)  General  Expense  and  Man- 

agement of  Electricity      ..        12,003.87 

Total,  I,  2,  and  3  .  .$2,162,145.30 

(4)  Taxes 272,000.00 

(5)  Franchise  Taxes 

(6)  Rentals,  Leaseholds,  &c.     . . 

(7)  Insurance        5,960.00 

(8)  Damages  and  Legal  Expenses       46,878.83 

(9)  Guaranty  (Bad  Debts  Written 

Off     and      Reserve      for 
Doubtful  Accounts) 

(10)  Depreciation     (Deterioration 

Written  Off   and    Reserve 
for  Estimated  Depreciation) 

(11)  Miscellaneous  Incidental  Ex- 

pense   5.380.34 

Total  Expense,  as  charged  in  the  books  .  .$2,492,364.47 

Revenue  (Net)  from  Operating 9i .  271 ,  706. 1 9 

Revenue  (Net)  from  Sources  other  than  Operat- 
ing          17,257.22 


Total  Revenue  available  for  Interest,  Reserves, 
Depreciation,  and  Dividends 91,288,963  41 

Disposition  of  Available  Revenue. 
Interest    on     Notes    and    Meter 

Deposits 910,908.53 

Reserve  for  '*  Employees'  Fund  *'        50,000.00 

Dividends 1,209,968.00 

Total  Interest,  Reserves,  and 
Dividends 1,270,876.53 

Credit  Balance  Transferable  to  Surplus  . .      9i8,o86.88 


Tablb  G. — Revenue  and  Expense. 

Standard  Schedules. 

Details  of  the  accounts  summarised  in  Table  F. 

Gas. 

Revenue  from  Operating, 

(a)  Gas  Sold  Consumers  by  Regular  Meters     . .  9 

(h)  Gas  Sold  Consumers  by  Prepayment  Meters  9 

(c)  Gas  Sold  for  Operation  of  Gas  Engines       . .  9 

(d)  Gas  Sold  other  Companies 9 

(e)  Gas  Sold  Public  Lamps  9 

(/)  Gas  Sold  for  Use  in  Company's  Works  and 

Offices 9 

{g)  Prompt  Payment  Discounts  Forfeited  (if  Gas 
is  sold  *' Net ") 9 

Total 9 

(h)  Discounts  lor  Prompt  Payments  (if  Gas  is 
sold  "  Gross")         9 

(t)  Rebates  to  Private  Consumers     ..  9 

(/)  Rebates  to  Operators  of  Gas  En- 
gines  9 

(k)  Rebates  to  City         9 

Total 9 

Net  Sales  Gas         . .         ....         . .  9 

By-Products. 

(/)  Coke  Produced  9 

(m)  Coal  Gas  Tar  Produced  . .  . .  9 
(«)  Water  Gas  Tar  Produced  . .  . .  9 
{0)  Ammoniacal  Liquor  Produced       . .  9 

Total         9 

(/»)  Coke  Sales,  Profit 9 

(q)  Coal  Gas  Tar  Sales,  Profit  . .  '. .  9 
(r)  Water  Gas  Tar  Sales,  Profit  . .  9 

(5)  Ammoniacal  Liquor  Sales,  Profit  . .  9 

Total  By-Products 9 
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Rents. 

(t)  Rent  of  Mains $ 

(«)  Rent  of  Meters  $ 

(v)  Rent  of  Gas  Engines 9 

(w)  Rent  of  Gas  Lamps $ 

(a)  Rent  of  Public   I-amps  other  than 
Gas  Lamps  $ 

Total  Rents 9 

Total  Revenue  from  Operating   . .         . .  9 

Revenue  from  Sources  other  than  Operating. 
(tfn)  House  and  Land  Rentals  (Net)         . .         . .  9 

(bb)  Cash  Discounts  on  Purchases 9 

{cc)   Interest  on  Deposits  in  Banks,  &c 9 

(dd)  Interest  on  Investments  9 

(ee)   Miscellaneons  Income : 

Viz.: 9 

9 

9 

9 

Total  Revenue  (Net)  from  Sources  other 
than  Operating       9 


(i)  Manufacturing  Expense. 
A.     Operating  Works. 

(a)  Coal  and  Coal  (not  including  cannel)         . .  9 
Viz. :  For  Coal  Gas. 

Coal  used  in  Firing-up 

Benches        ..         ..9 
Coal  used  in  Retorts  . .  9 
Coal  used  under  Retorts  9 
Coal  used  in    Drawing 
and  Charging  Mach- 
ines      9 

Coke  used  under  Retorts  9 
Coke  used  in   Drawing 
and  Charging  Mach- 
ines     9 

For  Water  Gas : 

Coal  used  in  Generators  9 
Coke  used  in  Generators  9 

9 

{h)  Oil  and  Tar  used  in  Firing  Benches    and 

under  Retorts 9 

(c)  Steam 9 

Viz. :  Coal  used  under  Boilers     9 
Coke  used  under  Boilers    9 
Cool     Gas     Tar     under 
Boilers 9 


Water    Gas    Tar    under 
Boilers 9 

(d)  Enrichers 9 

Viz. :  Cannel  Coal         . .         . .  9 

Naptha 9 

Gas  Oil 9 

(e)  Purifying  Materials 9 

Viz. :  Lime  9 

Oxide         9 

Shavings 9 

(/)  Water ..      9 

ig)  Lighting  Works        9 

(A)  Wages  at  Works 9 

Viz.  :  Retort  Wages,  Coal  Gas  9 
Generator  Wages,  Water 

Gas        9 

Purifier  Wages  . .  . .  9 
Carbureting  Wages  . .  9 
Stable  Wages  at  Works. .  9 
Laboratory  Wages  . .  9 
Other  Wages  at  Works  . .  9 

(i)  Salaries  of  Superintendent  of  Works  and 

Assistants 9 

(j)  Miscellaneous  Expense  at  Works. .         . .      9 

Total  Operating  Works 9 

B.     Maintaining  Works. 

(k)  Repairs  of  Benches  and  Retorts. 
Labour  . .         . .         . .         , .  9 

Materials 9 

9 

(/)  Repairs  of  Generators  and  Superheaters. 

Labour  9 

Materials 9 

9 

(m)  Repairs  of  Boilers  and  Steam  Supply. 

Labour  9 

Materials 9 

9 

(»)  Repairs  of  Purifiers  and  Exhausters. 

Labour  9 

Materials 9 

9 

(o)  Repairs  of  Mains  and  Pipes  at  Works. 

Labour  9 

Materials 9 

9 

(p)  Repairs  of  Water  Supply. 

Labour  9 

Materials 9 
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{q)  Repairs  of  Storage  Holders  at  Works. 

Labour  $ 

Materials $ 

$ 

(r)  Repairs  of  Buildings. 

Labour  $ 

Materials $ 

$ 

(s)  Miscellaneous  Repairs  at  Works. 

Labour         $ 

Materials 9 

» 

Total  Maintenance  Works   . .         . .      9 

C.  Gas  Purchased        cu.  feet  (a>  9  ..9 

D.  Depreciation  at  Works. 

(Final  Renewals  and  Reconstruction  provided  for  by 
annual  estimates.) 
Depreciation  of — 

Benches  and  Retorts  (Life  of  years)  9 

Generators  and  Superheaters  (Life  of 

years) 9 

Purifiers  and  Exhausters  (Life  of        years)  9 
Mains  and  Pipes  at  Works  (Life  of 

years) 9 

Water  Supply  (Life  of  years)  . .  9 

Boilers  and  Steam  Supply  (Life  of 

years) 9 

Storage  Holders  (Life  of  years)       . .  9 

Buildings  (Life  of  years)        ..         ..  9 

Other  Depreciation  at  Works         . .         . .  9 

Total  Depreciation  at  Works  . .      9 

Recapitulation  of  Manufaclunng  Expense. 

A.  Operating  Works 9 

B.  Maintaining  Works 9 

C.  Gas  Purchased  9 

Total  Actual  Current  Expenses  . .      9 

D.  Depreciation  at  Works  (Estimated)  . .      9 

Total  all  Incurred  Costs  of  Manufacture     9 

(2)  Distributing  Expense. 

E.  Operating. 

(a)  Salaries  of  Superintendents  and  Assistants 

(proportion) 9 

(b)  Wages    of    General     Clerks,    Distribution 

Department 9 

(c)  Wages  of  Engineers,  Firemen,  and  Helpers  9 
{d)  Wages  of  Watchmen,  Yardmen,  Stockmen, 

and  Helpers  . .         . . 9 

[e)  Wages    of    Building  and    House    Piping 

Inspectors 9 

(/)  Wages  of  Jobbers        9 

)  Distribution  Department  Boiler  Fuel        . .  9 


(A)  Lighting,  Distribution  Department  . .  9 

(t)  Water  Used,  Distribution  Department  . .  9 

(/)  Distribution  Expense . .  9 

{k)  Laboratory  Wages  and  Expense      . .  . .  9 

(/)  Setting  and  Removing  Meters         . .  . .  9 

(m)  Setting  and  Removing  Stoves*        . .  . .  9 

(n)  Setting  and  Removing  Gas  Engines*  . .  9 

(0)  Setting  and  Removing  Gas  Appliances*  . .  9 

{f>)  Lighting  Gas  Lamps* . .         . .         . .  . .  9 

(q)  Lighting  other  than  Gas  Lamps*     . .  •  •  9 

(r)  Gratuitous  Work         9 

(s)  Drafting  Wages  and  Expense           . .  . .  9 

(/)  Distribution  Stable  Wages  and  Expense  . .  9 

(u)  Wages  of  Mains  and  Service  Inspectors  . .  9 

(u)  Leakage  Expenses 9 

(w)  Care  of  Distribution  Holders,  Wages  . .  9 

[x)  Care  of  Distribution  Holders,  Expenses  . .  9 

{y)  Miscellaneous  Distribution   . .         . .  . .  9 

Total  Operating  (Distribution)       . .  9 
'Includes  repairs  not  paid  by  consumers. 

F.  Maintaining. 

Repairs  of  Mains . .  9 

Labour      9 

Material 9 

Repairs  of  Services  9 

Labour      9 

Material 9 

Repairs  of  Meters 9 

Labour      9 

Material 9 

Repairs  of  Holders  9 

Labour 9 

Material 9 

Miscellaneous  Repairs 9 

Labour      9 

Materials 6 

Total  Maintaining  (Distribution)        . .  9 

G.  Depreciation  of  Distributing  Plant. 

Depreciation  of  Mains . .  9 

Depreciation  of  Services 9 

Depreciation  of  Meters 9 

Depreciation  of  Holders 9 

Depreciation,  Miscellaneous        9 

Total  Depreciation  (Estimated)  . .         . .  9 
Recapitulation  0/  Distributing  Expense, 

E.  Operating 9 

F.  Maintaining  9 

Total  Actual  Current  Expenses  • .  9 
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G.  Depredation  of  Distributing  Plant  (Estimated)  $ 

Total  all  Incurred  Costs  of  Distribution  $ 
(3)  General  Expense  and  Management. 

{a)  Directors*  Fees $ 

(6)  Salaries  of  Officers         S 

{c)  General  Salaries 9 

Viz.  :    Salaries — 
Treasurer's  Department     . .  $ 

Auditing  Department         . .  9 

Cashier's  Department         . .  $ 

Purchasing  Department     ..  $ 

Application  Clerks   . .         . .  9 

Bookkeepers,  General  Clerks 

and  Office  Messengers     . .  $ 

Stenographers,     Addressing 
and       Billing      Machine 

Operators $ 

Telephone  Operators  . .  9 

Collectors 9 

Meter  Readers  . .         . .  9 

Bill  Deliverers  . .         . .  9 

Chief  Engineer,  Consulting 

Engineers  and  Assistants  9 

Miscellaneous  Salaries       . .  9 

(i)  Legal  Department,  Salaries  and  Expense      . .  $ 
{e)   Sales  Department,  Salaries  and  Expense      . .  $ 

(/)  Office  Expense 9 

ijS)  Telephone  Rental  and  Tolls $ 

(ft)  Rent  of  Offices 9 

(i)   Lighting  Offices 9 

{j)  Premium  on  Employees*  Bonds  . .         . .  $ 

[k)  Subscriptions  and  Donations 9 

(/)   Association  Meetings  and  Expense      . .         . .  9 

(m)  Advertising,  General 9 

(k)  Miscellaneous  Expeose  . .         9 

Total  General  Expense 9 

Recapitulation. 
(i)  Manufacturing  Expense. 

Operating  Works        9 

Maintaining  Works 9 

Gas  Purchased  9 

Depreciation  at  Works         9 

(2)  Distributing  Expense. 

Operation         ..         ..  ..         ..9 

Maintenance    ..         ..         9 

Depreciation 9 

(3)  General  Expense  9 

Total  I,  2,  and  3 9 

{4)  Taxes        9 

15)  Franchises  9 

(6)  Rentals  (Leaseholds,  &c.)        9 


(7)  Insurance  9 

(8)  Damages  and  Extraordinary  Legal  Expenses  9 

(9)  Guaranty  (Bad  Debts) 9 

(10)  Depreciation  (if  not  provided  for  in  i  and  2)  9 

(11)  Miscellaneous 9 

Total  Expenses    . .    * 9 

Subsidiary  schedules  for  items  4  to  11  should  follow  or 
precede  this  recapitulation. 

The  true  places  for  schedules  of  depreciation  are  in 
I  and  2,  as  set  forth  in  those  divisions,  but  as  these  items  at 
present  are  set  forth  in  but  few  companies'  books  with 
intelligent  prevision,  it  has  been  found  necessary  to  provide  . 
item  10,  where  general  charges  for  depreciation  can  be 
summarised. 


SoUcttors'  Aanaotni}  Clerfts'  Bssoctatton. 


Debentures  of  Trading  Companies. 


Lord  Justice  Fletcher  Moulton  presided  on  Friday, 
the  25th  ult.,  at  a  lecture  delivered  before  the  Solicitors* 
Managing  Clerks'  Association  in  the  Old  Hall,  Lincoln's  Inn. 
Mr.  Ruskill,  K.C.,  was  among  those  present. 

Mr.  Felix  Cassel,  K.C.,  lectured  on  *'  Debentures  of 
Trading  Companies."  He  said  the  scope  of  the  lecture 
would  be  confined  to  the  debentures  of  companies  registered 
under  the  Companies  Acts,  1862  to  1900,  ordinarily  referred 
to  as  "trading  companies"  as  distinct  from  companies 
formed  by  charter  or  private  Acts  of  Parliament,  and  he 
would  confine  his  attention  to  dealing  with  some  of  the  more 
important  matters  and  questions  which  were  likely  to  present 
themselves  for  consideration  in  connection  with  the  pre- 
paration of  an  issue  of  debentures,  and  speak  in  particular 
of  what  was  perhaps  the  most  distinct  and  important 
characteristic  of  the  debentures  of  trading  companies — 
floating  charges.  With  regard  to  these,  he  said  that  a  float- 
ing charge  had  been  defined  by  Lord  Macnaghten  in 
Government  Stock  and  other  Securities  Investment  Co.,  Lim,  v. 
Manila  Railway  Co.,  Lim.  (1897,  A. C.  81,  p.  86),  as  follows  : 
**  A  floating  security  is  an  equitable  charge  on  the  assets  for 
"  the  time  being  of  a  going  concern.  It  attaches  to  the  subject 
*'  charged  in  the  varying  conditions  in  which  it  happens  to  be 
**  from  time  to  time.  It  is  of  the  essence  of  such  a  charge 
**  that  it  remains  dormant  until  the  undertaking  charged 
'*  ceases  to  be  a  going  concern,  or  until  the  person  in  whose 
"  favour  the  charge  is  created  inter\'enes."  The  first  point 
to  be  noted  was  that  a  floating  security,  though  subject  to  a 
licence  to  the  company  to  deal  with  its  property,  was  never- 
theless an  existing  charge  even  before  the  security  crystal- 
lised. Thus  in  Driver  v.  Broad  {iSg^^  i  QB.  744)  it  wash*'' 
that  an  agreement  for  sale  of  a  debenture  was  a  contracf 
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an  interest  in  land  within  the  meaning  of  Section  4  of  the 
Statute  of  Frauds  because  the  undertaking  charged  at  the 
time  of  the  agreement  included  lands.  On  the  same  principle 
it  had  been  held  that  debenture-holders  who  had  a  floating 
charge  only  were  necessarily  parties  to  a  foreclosure  action 
although  their  security  had  not  yet  crystallised.  In  Wallace 
V.  Everard  (1899,  i  Ch.  891),  and  again  in  Davies  cS*  Co.  v. 
Williamson  <&»  Sons  (1898,  2  Q.B.  194),  it  was  held  that  the 
rights  of  debenture-holders  prevailed  over  those  of  execution 
creditors  even  before  the  appointment  of  a  receiver.  But 
although  a  floating  charge  was  an  existing  charge  even 
before  crystallisation,  it  was  subject  to  a  licence  to  the  com- 
pany to  deal  with  its  property.  With  regard  to  this  licence, 
it  had  to  be  considered  (i)  what  are  the  acts  within  the  scope 
of  the  licence ;  (2)  until  when  does  the  licence  continue  to 
be  operative  ;  (3)  what  are  the  rights  and  what  is  the  position 
of  the  debenture-holders  when  the  licence  terminates  and 
the  floating  security  ceases  to  float  and  becomes  fixed.  As 
to  the  first,  it  was  generally  stated  that  the  company  might 
as  against  the  debenture-holders  do  any  act  and  deal  with 
its  property  in  any  way  in  the  ordinary  course  of  business. 
It  might  buy  or  sell,  collect  and  pay  debts,  and  so  on.  But, 
although  a  company  could  go  far  in  dealing  with  its  property 
as  against  debenture-holders,  it  could  not  in  the  absence  of 
express  provision  create  further  debentures  conferring  a 
floating  charge  to  rank  pari  passu  with  an  existing  issue,  nor 
could  one  floating  charge  be  created  in  priority  to  another. 
In  the  absence  of  express  provision  to  the  contrary,  the 
licence  continued  until  the  undertaking  had  ceased  to  be  a 
going  concern  or  the  debenture-holders  had  intervened  by 
the  appointment  of  a  receiver.  The  debenture-holders  would 
then  be  entitled  to  the  undertaking,  subject  to  any  encum- 
brances or  other  rights.  Thus  the  rights  would  prevail  over 
the  debenture-holders  of  persons  in  whose  favour  specific 
mortgages  had  been  created  subsequently  to  the  issue  of 
debentures,  and  a  right  of  set-off  might  be  exercised  where 
both  the  debts  were  in  existence  before  the  crystallisation  of 
the  security :  Biggerstaff  v.  RowatVs  Wharf,  Lim.  (1896, 
2  Ch.  93).  But  the  rights  of  debenture-holders  prevailed 
over  those  of  an  execution  creditor,  even  if  the  sheriff"  had 
seized  and  sold  the  goods.  It  had  recently  been  held  that 
they  also  prevailed  over  a  creditor  who  had  obtained  a 
garnishee  order  nisi  and  even  absolute:  {Norton  v.  Yates 
(1906,  I  K.B.  112) ;  Carney  v.  Back  (1906,  2  K.B.  746).  If  the 
company  is  in  liquidation,  the  provisions  of  the  Preferential 
Payments  in  Bankruptcy  Act,  1897,  would  apply,  by  which 
the  receiver  was  required  to  pay  certain  debts  out  of  the  first 
assets  coming  to  his  hands.  It  had  been  held  that  a 
solicitor's  lien  would  take  priority  over  the  floating  charge 
(Brunton  v.  Electrical  Engineering  Corporation ^  1892,  i  Ch. 
434)  notwithstanding  any  condition  that  the  company  should 
not  be  at  liberty  to  create  any  mortgage  or  charge  in  priority 
or  pari  passu  with  the  debentures,  though  such  a  restriction 


was  valid  and  effective  as  against  all  parties  having  notice 
of  it,  but  it  would  be  strictly  construed.  A  person  who 
obtained  the  legal  estate  without  notice  of  the  condition 
would  also  take  priority.  Even  as  against  a  person  having 
only  an  equitable  charge,  who  had  no  notice  of  the  condition 
restricting  the  right  of  mortgaging  or  charging,  the  deben- 
ture-holders might  lose  their  priority  by  reason  of  having 
left  the  title-deeds  in  the  possession  of  the  company,  so  as 
to  enable  it  to  deal  with  its  property  as  if  it  were  not  encum- 
bered. The  position  of  the  unsecured  trade  creditor  was 
that  if  he  could  get  paid  by  the  company  in  the  ordinary 
way  of  business,  well  and  good ;  but  if  he  was  unable  to 
obtain  payment  and  endeavoured  to  levy  execution,  the 
debenture-holders  could  step  in  and  prevent  him,  and  take 
the  benefit  of  the  work  done  without  payment.  The  subject 
had  been  much  considered  before  the  Departmental  Com- 
mittee appointed  by  the  Board  of  Trade  in  1905,  and,  in  a 
minority  report,  Mr.  Gore-Browne,  Lord  Faber,  and  Sir 
William  Holland  had  expressed  themselves  that  a  company 
should  not  have  greater  facility  for  borrowing  than  an  indi- 
vidual, and  that  it  should  not  be  possible  for  it  to  create 
charges  on  after-acquired  book  debts  or  chattels  or  property 
not  in  existence  at  the  time  of  the  creation  of  the  charge. 
The  facilities  which  now  exist  had  led  to  much  excessive 
borrowing.  Cases  were  numerous  in  which  the  amount  of 
debenture-capital  was  altogether  disproportionate  to  the 
paid-up  share  capital,  or  in  which  the  business  of  the  com- 
pany was  carried  on  almost  entirely  with  borrowed  capital. 
To  trade  with  an  excess  of  borrowed  capital  was  dangerous, 
because  interest  had  to  be  paid  on  the  debenture  capital  even 
if  no  profits  were  earned.  On  the  other  hand,  the  majority 
of  the  Committee  were  not  in  favour  of  amy  such  sweeping 
change  in  the  law  as  to  make  it  impossible  for  companies  to 
charge  future  or  after-acquired  assets.  But,  even  if  the 
balance  of  advantage  was  against  any  such  sweeping  changes 
as  the  abolition  of  floating  charges,  there  was  a  minor 
alteration  of  the  law  which  might  be  introduced  which  was 
not  referred  to  in  the  Committee's  report.  This  would  be 
to  give  to  creditors  who  had  supplied  goods  or  done  work  a 
hen  as  against  debenture-holders  having  a  floating  charge 
on  such  goods  or  work  for  the  price.  This  would  meet  the 
hardship  that  debenture-holders  were  able  to  take  the 
benefits  of  goods  supplied  and  work  done  without  any  pay- 
ment. Mr.  Cassel  also  very  fully  considered  the  whole 
question  in  a  paper  which  was  listened  to  with  great 
interest. 

Lord  Justice  Fletcher  Moulton,  replying  to  a  vote  of 
thanks,  said  it  was  a  great  pleasure  to  hear  a  thorny  and 
difficult  legal  subject  dealt  with  so  admirably,  logically,  and 
tersely.  Having  the  pleasure  of  hearing  the  members  of 
the  Bar  many  hours  every  day,  the  quality  of  terseness 
rose  in  his  estimation  higher  and  higher. 
{Law  Times.) 
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OiccttnQB  tot  tbe  enduttii}  Meeft. 


Tuisday — Nottingham     Chartered     Accountants    Stu- 
dents' Society. — Ten  Minute  Papers— 

(a)  The    Preparation    of    Company   Accounts    for 
Income-Tax  Purposes,  by   Mr.  D.  S.  Cowley, 
A.C.A., 
{b)  The  Abuses  of  Limited  Liability,  by  Mr.  F.  B. 

Sharp,  A.C.A., 
(f)  The  Metric    System,   by  Mr.  J.    L    Milligan, 
at   I   King    John's    Chambers,     Bridlesmith    Gate ; 
7.30  p.m. 
Widuesday — London   Chartered    Accountant    Students 
Society.— Lecture,  *•  The  Receiver  and  Manager  (in 
Chancery)."  Part  IL.  by  Mr.  W.  H,  Fox,  F.C.A.,  at 
the  Hall  of  the  Institute,  Moorgate  Place  ;  6  p.m. 
Leicester     Chartered     Accountants      Students' 
Society.— Lecture,  *•  Cost  Accounts  of  Small  Manu- 
facturers," by  Mr.  M.  Webster  Jenkinson,  A.C.A.,  at 
Winchester  House,  i  Welford  Road  ;  7  p.m. 
Kingston-upon-Hull  Chartered  Accountants  Stu- 
dents*   Society. — Lecture,   "The   Companies  Acts 
and    Cases    as    they    Affect   Accountants,"  by   Mr. 
H.  P.  C.  Kelland,  at  the  Hall  of  the  Incorporated 
Law  Society,  Bowlalley  Lane ;  7  45  p.m. 
Thursday — Liverpool  Chartered  Accountants  Students* 
Association. — Debate,  at  the  Library,  3  Lord  Street ; 
6  p.m. 


f  ailntes  and  Xtlls  of  Sale  in  Enoland 
and  HOlales* 

AccoitDiNG  to  Kemp's  Mercantile  Gazette,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  Feb.  ist,  was  159,  viz  : — 
New  Bankruptcy  Proceedings  published  in  the  London  Gazette. 
80 ;  Deeds  of  Arrangement  registered,  79.  The  respective 
nnmbers  in  the  corresponding  week  of  last  year  were : 
Bankmptcies,  112;  Deeds  of  Arrangement,  85— total,  197; 
being  a  decrease  ot  38.  The  total  number  of  commercial 
failures  recorded  during  the  5  weeks  of  the  present  year  is 
700;  the  total  number  recorded  in  the  corresponding  5 
weeks  of  last  year  was  820,  showing  a  decrease  of  120. 

Tbe  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
F^.  ist,  was  148.  The  number  in  the  corresponding  week 
of  last  year  was  165,  showing  a  decrease  of  17.  The  total 
number  filed  during  the  5  weeks  of  tbe  present  year  is  670  ; 
the  total  number  filed  in  the  corresponding  5  weeks  of 
last  year  was  707,  showing  a  decrease  of  37. 


Debentures. 

The  Mortgages  and  Charges  registered  by  limited 
oompanies  in  England  and  Wales  during  the  week  ending 
Fridaj,  Feb.    ist,   amounted  to  ;f  1,827,390,  by    way    of 


addition  to  ^204,233,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ^f  1,132, 670,  showing  an  increase  of 
^^694,720.  The  total  amount  registered  during  the  5 
weeks  of  the  present  year  is  /9. 595, 134  (in  addition  to  the 
issues  in  previous  years  by  the  same  companies),  as 
compared  with  /6.535,o64  for  the  corresponding  5  weeks 
in  1906,  showing  an  increase  of  ;f  3,060,070, 


The  Profession  in  Scotland. 


Institute  of  Accoantants  and  ActuaFies. 


The  annual  general  meeting  of  the  Institute  of  Accoun- 
tants and  Actuaries  m  Glasgow  was  held  in  the  hall,  St. 
Vincent  Street,  on  the  29th  ult.,  Mr.  John  Mann,  Senr.,  the 
President,  in  the  chair.  On  the  motion  of  Mr.  Mann,  the 
report  and  accounts  were  unanimously  adopted.  The  follow- 
ing gentlemen  were  elected  members  of  Council,  in  room  of 
those  retiring  by  rotation,  viz. : — Messrs.  Patrick  H.  Aikman, 
J.  C.  Robertson.  Charles  D.  Gairdner,  and  John  T.  Rankin. 
The  remaining  members  of  Council  were  re-elected.  The 
Council  for  the  year  is  as  follows : — President,  Mr.  John 
Mann,  Senr. ;  members  of  Committee — Messrs.  David 
Strathie,  Matthew  Mitchell,  Peter  Rintoul,  J.  Herbert 
Wilson,  A.  Herbert  Brown,  Thomas  Jackson,  Robert 
Carswell,  Robert  M.  Maclay,  Alexander  D.  Deas,  Patrick 
H.  Aikman,  J.  C.  Robertson,  Charles  D.  Gairdner,  and 
John  T.  Rankin ;  Auditor,  Mr.  John  Wilson ;  Treasurer, 
Mr.  T.  A.  Craig ;  Secretary,  Mr.  Alexander  Sloan.  The 
following  were  elected  to  represent  the  Institute  on  the 
Joint  Committee  of  the  English,  Scottish,  and  Irish  Char- 
tered bodies,  viz.  : — Messrs.  Thomas  Jackson,  John  Annan, 
and  Alexander  Sloan.  The  following  having  passed  all  the 
examinations  prescribed  by  the  rules  and  been  found  duly 
qualified  were,  on  the  recommendation  of  the  Council, 
admitted  as  members,  viz. : — Harry  Boyack,  1,633  Monad- 
nock  Block,  Chicago ;  John  Boyd,  Junr.,  Glasgow;  Wilson 
Morison  Braithwaite,  Edinburgh ;  James  Daniel  Cowan, 
Glasgow  ;  James  Graham  Cram,  Dundee  :  Richard  Sydney 
Field,  Glasgow;  John  David  Gatheral,  Glasgow;  Andrew 
Pickard  Gilmour,  Glasgow ;  John  Henry,  Glasgow  ;  James 
Pritchard  Lewis,  Glasgow  ;  Cecil  Dunn  Macindoe,  Glasgow ; 
John  Peacock,  Glasgow  ;  George  Alexander  Reid,  Dundee  ; 
Laurence  Hope  Robertson,  Glasgow ;  Charles  Stewart, 
Dundee. 


Chartered  Accountants  of  Scotland.— General 
Examining  Board. 

The  report  by  this  board  for  the  year  ended  31st  December 
1906  states  that  the  various  examinations  have  been  con- 
ducted under  the  same  arrangements  as  last  year. 

Preliminary  Examination  : — Diets  of  examination  were 
held  in  Edinburgh,   Glasgow,  and  Aberdeen  on  2nd  June 
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and  on  ist  December  1906.  The  follq^ing  table  gives  the 
number  of  candidates  and  the  results^  as  well  as  a  comparison 
with  the  two  previous  years : — 


No.  of 
Candidates 

Passed 

Failed 

Failures 
per  cent. 

June  1906 
December  1906 

82 
78 

49 

55 

33 
23 

40-2 

295 

Results  for  the  Year 

160 

104 

56 

35' 

Results  for  1903 
•        w    1904 

163 

loa 

83 

£ 

43- 
49* 

In  addition  to  the  candidates  who  passed  this  examination,- 
34  apprentices  were  allowed  exemption  from  it  on  produc- 
tion of  the  requisite  school-leaving,  or  other  equivalent, 
certificates,  compared  with  38  in  1905. 

Intermediate  Examination  : — Examinations  were  held  in 
Edinburgh,  Glasgow,  and  Aberdeen,  on  the  5th  and  7th 
June  and  the  4th  and  6th  December  1906,  the  following 
being  the  number  of  candidates  and  the  results  : — 


No.  of 
Candidates 

Passed 

Failed 

Failures 
per  cent. 

June  1906 
December  1906 

61 

84 

1? 

II 

48 

i8- 
571 

Results  for  the  Year 

145          1         86 

59 

407 

Results  for  1905 
•       »    1904 

14Z                  III 
147                   97 

30  . 
50 

21-2 
34' 

Final  Examination  : — Diets  of  Examination  were  held  in 
Edinburgh,  Glasgow,  and  Aberdeen  on  the  4th,  5th,  yth^  and 
Sth  June,  and  on  3rd,  4th,  6th,  and  7th  December  1906. 
The  results  are  tabulated  as  follows : — 

i 


Entered  for  Whole  Examination  :— 
Candidates 

Passed  Both  Divisions      . . 
,       First  Division  only 
«       Second  Division  only     . . 

Failed  in  Both  Divisions  . . 

Entered  for  First  Division  only  :— 
Candidates  who  had  previously 
passed  Second  Division 

Passed 

1906 

Dec. 
1906 

Total 

1905 

No. 

42 

17 
17 

I 
7 

% 

40-5 
4o;5 

166 

No. 

42 

19 
II 

I 
II 

4 
3 

13 

6 

7 

37 

19 

18 

5 

% 

^\ 

24 

262 

75* 
25- 

462 

53-8 

5»'4 
48-6 

No. 

84 

t 

2 
.8 

5 

3 

2 


21 

13 
8 

52 

23 
29 

6 

% 

429 
33-3 
2-4 
21-4 

6o- 
40- 

62- 
38- 

442 
55-8 

No. 

66 

33 
'3 

20 

9 

5 

4 

13 

10 
3 

31 

16 

15 

9 

% 

50- 
197 

30-3 

55-6 
44'4 

769 
231 

11:^ 

Failed 

Canditates   who   had    not    pre- 
viously passed  Second  Division 

Passed 

Failed 

Entered  for  Second  Division  only  :— 
Candidates  who  had  previously 
passed  First  Division    . . 

Passed 

Failed 

Candidates   who   had    not    pre- 
viously passed  First  Division  . . 

Passed 

X 

8 

7 

I 

15 

4 
II 

I 

100 

87-5 
12-5 

266 
733 

Failed 

I 

100 

5 

100 

6 

100 

A  revised  syllabus  of  examinations  will  come  into  opera- 
tion in  1907.  In  the  Preliminary  Examination  either  Latin, 
French,  or  German,  is  now  compulsory  ;  and  the  Interme- 
diate Examination  will  include  "  Annuities  Certain  "  and 
**  Precis  Writing."  "  The  Principles  of  Cost  Accounts,"  and 
"  Statements  for  Income  Tax  Returns  and  Claims,"  are 
subjects  specified  under  the  second  division  of  the  Final 
Examination. 


For  the  week  ending  the  2nd  February  the  number  of 
insolvencies  reported  in  Scotland  was  32,  as  compared  with 
23  in  the  corresponding  week  of  last  year.  The  trust  deeds 
numbered  18,  as  compared  with  9;  the  sequestrations  4,  as 
compared  with  8 ;  and  the  petitions  for  cessio  10,  as  com- 
pared with  6.  The  total  for  the  five  weeks  of  the  year  is 
134,  as  compared  with  112  last  year — the  trust  deeds 
numbering  67  against  44,  the  sequestrations  29  against  34, 
and  the  petitions  for  cessio  38  against  34.  Of  the  18  trust 
deeds  reported  last  week,  7  were  granted  in  favour  of 
Chartered  Accountants. 


Bank  Vate  of  SH^count. 


Oct.  19th  1906       6% 

Jan.  17th  1907        5% 

Content*  of  No.  1679,  Pebrumry  9,  i907. 

Lbadimo  Akticlss  :                    _  Paob 

What  is  an  "  Incorporated  Accountant "  ? 169 

The  Audit  of  the  First  Balance  Sheet  of  a  Limited  Company..  171 

Departmental  Accounts  173 

Wbbelt  Notes: 

The  Title  "Incorporated  Accountant" 174 

Outside  Associations  of  Accountants— Accountants  Acting  as 

Solicitors — The  Latest  Misfeasance  Case— An  Insurance  Point  175 

An  Interesting  BankruptcyCase— Receipts  on  Cheques — A  New 
Source  of  Business  tor  Englifh  Banks— Payments  to  Annui- 
tants—How  to  Frighten  a  Banker   176 

A  New  Patents  Bill— The  Financial  Post  of  Canada— Fluctua- 
tions  and    Profits— District    Auditors'    Reports— The    Law 

Guarantee  and  Trust  Society,  Lim 177 

Penalties  under  the  Companies  Acts— Insurance 1 78 

CORRBSPONDBNCB  AND   ENQUIRIES: 

ReThe  Institute  Examinations 178 

Assessments  for  Poor  Rate— The  Leeds  and  District  C.A.S.a; 

Dinner    179 

Amateur  Auditors  and  Defalcations— Accountants  Acting  as 

Solicitors   i8o 

A  Counting  Machine 181 

MiSCBLLANBOUS  : 

The  Institute  of  Chartered  AccounUnts  in  England  and  Wales  x8i 

Chartered  Accountant  Students  Society  of  London 1 82 

Chartered  Accountants' Chess  Club    183 

Reviews 1S3 

United  Law  Society 185 

Personal 186 

American  Association  of  Public  Accountants 1 86 

Solicitors'  Managing  Clerks'  Association 197 

Meetings  for  the  ensuing  Week 199 

Failures  and  Bills  of  Sale  in  England  and  Wales 199 

Bank  Rate  of  Discount  aoo 

The  Profession  in  Scotland  r 

Institute  of  Accountants  and  Actuaries 199 

Chartered  Accountants  of  Scotland :  General  Examining  Board  199 
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XeaMno  Htttcles. 


The  Institute's  Ri^ht  of  Exclusion 
from   Membership. 


''PHE  decision  of  Mr.  Justice  Kekewich   in 


T 


the  case  of  James  v.  The  Institute  of 
Chartered  Accountants,  which  appeared  in  our 
Law  Reports  last  week,  is  not  likely  to  have 
caused  our  readers  much  surprise.  Some  of 
them,  however,  may  have  felt  tempted  to 
wonder  what  possible  object  the  plaintiff  could 
have  had  in  instituting  such  proceedings,  or 
what  hope  he  possessed  that  he  would  be  able 
to  bring  them  to  a  successful  conclusion. 
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The  facts  of  the  case  are  of  the  simplest,  and 
are  clearly  shown  in  our  Law  Report.  It 
appears  that  the  plaintiff,  who  was  admitted  a 
member  of  the  Institute  in  1881,  in  1903  omitted 
to  pay  his  subscription  for  the  current  year,  and 
was  accordingly  excluded  from  membership  on 
the  30th  September  1903,  by  a  resolution  of  the 
Council  duly  passed  in  accordance  with  the 
Institute's  regulations.  The  plaintiffs  con- 
tention was  that,  having  removed  his  offices, 
the  notices  which  had  been  forwarded  to  him 
by  the  Secretary  of  the  Institute  on  the  31st 
March,  26th  June,  24th  July,  23rd  September, 
and  30th  September  1903,  to  his  registered 
address  did  not  reach  him,  and  that  accordingly 
he  had  not  had  "  an  opportunity  of  being  heard," 
which  he  was  entitled  to  under  the  regulations 
of  the  Institute  before  he  could  be  excluded. 
This  indeed  is  strange  logic.  If  the  onus  lay 
upon  the  Institute  to  prove  that  its  notices  had 
reached  their  destination  before  it  could  act 
upon  them,  it  must  be  obvious  that  even  an 
absconding  member,  who  was  a  fugitive  from 
justice,  could  not  be  excluded  for  any  reason 
whatsoever;  but  as  a  matter  of  fact  it  is 
obviously  unnecessary  to  have  recourse  to  so 
exceptional  a  case  in  order  to  demonstrate  the 
fatuity  of  this  contention  as  to  what  a  reason- 
able "  opportunity  "  consists  of.  Five  notices 
sent  to  a  member  at  his  registered  address  inti- 
mating to  him  that  his  subscription  is  in  arrear, 
and  warning  him  of  what  will  take  place  unless 
his  subscription  is  paid,  must  certainly  be 
regarded  as  ample ;  and  the  only  point  in  such 
a  case  where  the  necessity  for  reasonable 
opportunity  of  being  heard  could  arise,  would 
be  supposing  the  plaintiff  claimed  that  he  had 
in  point  of  fact  paid  his  subscription — for  under 
any  other  conceivable  circumstances  there 
could  obviously  be  nothing  to  discuss.     In  the 


course  of  his  judgment  Mr.  Justice  Kekewich 
decided  that  the  sending  of  these  letters  to  the 
registered  address  of  the  plaintiff  gave  him  a 
fair  opportunity  of  being  heard ;  but  he  added 
that  the  matter  did  not  rest  there,  as  it  was  not 
a  pure  accident  that  the  plaintiff  did  not  get 
the  letters.  He  had  moved  his  offices  and  taken 
no  steps  to  make  his  change  of  address  known, 
beyond  calling  at  the  old  address  for  letters  for 
a  few  weeks.  His  conduct  in  the  matter  was 
thus  the  origin  of  his  own  misfortunes.  If 
necessary,  one  might  go  further  and  suggest 
that  the  mere  fact  that  a  member  cannot  be 
found  at  his  registered  address,  and  that  the 
letters  sent  to  him  there  fail  to  reach  him, 
seems  prima  facie  ground  for  concluding  that 
that  member  is  no  longer  in  practjce. 

Virtually,  however,  Mr.  Justice  Kekewich's 
decision  amounts  to  this,  that  the  Council  is 
entitled,  in  the  exercise  of  its  discretion,  to 
refuse  to  reinstate  a  member  who  has  neglected 
to  pay  his  subscription  upon  that  member 
paying  up  arrears.  That  point  has  now  been 
satisfactorily  decided  in  the  only  way  in  which 
it  was  ever  reasonably  probable  that  it  would 
be,  and  the  Courts  have  held  that  the  regula- 
tions of  the  Institute  are  binding  upon  its 
members. 


The  Economic  Bank  Case. 


AFTER  a  trial  at  the  Central  Criminal 
^  Court  occupying  seven  days,  S.  G. 
Massey,  who  was  described  as  manager  and 
director  of  the  Economic  Bank,  and  indicted 
for  making  and  publishing  false  statements 
concerning  the  bank  with  the  object  of  induc- 
ing persons  to  entrust  money  to  the  bank,  was 
convicted  and  sentenced  by  the  Common 
Serjeant  to   twelve  months'  imprisonment  in 
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the  second  division.  It  may  be  that  our 
views  upon  such  cases  are  somewhat  extreme, 
but  we  must  confess  that  we  do  not  think  that 
such  a  result  is  Hkely  to  have  any  deterrent 
eifect  upon  other  malefactors.  That  the  case 
was  a  somewhat  involved  one  may  be  readily 
gathered  from  the  length  of  time  that  it  took 
to  unravel.  As  a  rule,  when  a  plea  of  "  Not 
guilty"  involves  a  protracted  trial  which 
ultimately  results  in  a  conviction,  the  fact  that 
the  prisoner  has  thus  wantonly  wasted  public 
time  and  public  money  is  taken  into  account 
in  fishing  -the'  sentence.  If  it  were  take?  into 
account  in  this  case,  however,  one  can  only* 
wonder  what  the  S|E^ten<5e  Would  have  been 
had  Massey  pleaded  guilty.  Whatever  it  had 
been,  it  could,  we  think,  hardly  have  been  more 
inadequate. 

The  facts,  when  evolved  by  the  troublesome 
process  of  examining  and  cross-examining 
witnesses,  proved  that  the  prisoner,  a:s  the 
responsible  manager  of  the  Economic  Bank, 
had  caused  notices  apd  circulars  to  be  issued 
representing  the  bank  as  most  suitable  for  the 
investment  of  moneys  belonging  to  persons 
who  desired  to  avoid  even  ordinary  banking 
risks,  because  (so  it  was  stated)  no  bills  were 
discounted  and  no  loans  were  iss^d,  but  the 
whole  of  the  depositors'  moneys  were  invested 
in  trustee  and  other  first-class  securities.  Upon 
the  faith  of  these  representations  numerous 
deposits  were  lodged,  but  upon  the  failure  of 
the  bank  it  transpired  that  it  had  made  loans 
to  the  Financial  and  Commercial  Bank,  and 
that  the  books  had  been  falsified  so  as  to 
obscure  the  facts.  The  extent  to  which  the 
interests  of  depositors  were  considered  was 
shown  by  the  evidence  of  a  clerk  from  the 
offices  of  the  liquidator,  who  stated  that  the 
bank's  assets  had  realised  ^1,055,  and   that 


about  a  further  ;,f5oo  might  be  received, 
whereas  the  total  unsecured  liabilities  were 
jf 46,874.  It  will  thus  be  seen  how  absolutely 
fictitious  was  the  statement  that  the  deposits 
received  by  the  bank  were  invested  in  trustee 
or  other  similar  securities. 

Even  this,  however,  is  not  the  worst  feature 
of  the  case.  Mr.  Horace  Avory,  K.C.  (who 
led  for  the  prosecution),  pointed  out  that  the 
prisoner  had  already  had  two  warnings  :  a  Mr. 
Burt,  who  at  one  time  was  a  trustee  of  the 
Economic  Bank,  was  proceeded  against  in  con- 
nection with  certain  statements  regarding  a 
dock  company,  which  could  hardly  fail  to 
bring  to  Massey's  attention  the  importance 
of  accuracy  in  such  matters.  Again,  at  a 
later  stage,  Massey  was  himself  charged  with 
issuing  statements  alleged  to  be  false  in  con- 
nection with  a  bank  called  the  London  and 
Suburban  Bank,  v/ith  which  he  was  at  one 
time  connected,  and  although  he  was  acquitted 
upon  that  occasion,  the  jury  added  a  rider 
censuring  the  isfspe  of  circulars  which  were  the 
subject  of  the  prosecution.  It  will  thus  be 
seen  that  although  this  was  Massey's  first 
conviction  it  cpuld,  broadly  speaking,  hardly 
be  cialled  his  first  offence,  and  certainly  it  could 
not  be  supposed  that  he  had  drifted  into  his 
present  position  unconsciously,  and  through 
ignorance  of  the  law.  Apparently,  however, 
the  Common  Serjeant  took  the  view  that 
there  were  others  not  then  before  the  Court 
who  were  as  bad  as,  if  not  worse  than,  the 
prisoner;  and  it  was  presumably  upon  this 
ground,  and  perhaps  also  on  account  of  his 
advanced  age,  that  he  passed  the  altogether 
inadequate  sentence  that  we  have  referred  to 
above.  When  the  effect  upon  the  community 
of  such  offences  as  this  is  contrasted  with  the 
effect    of    other     offences    which    are    morf 
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frequently  being  tried  in  the  Central  Criminal 
Court,  it  will,  we  think,  be  readily  seen  that 
those  who  break  the  law  for  the  purposes  of 
enriching  themselves  appear  generally  t6  get 
off  very  much  more  lightly  than  those  who 
break  the  law  for  other  reasons  that  are  often 
far  more  readily  capable  of  being  excused. 


The   Principles   of    Percentas^es    of    Cost   as 
applied  to   Various   Businesses. 


CEW  subjects  are  more  interesting  and  in  a 
more  neglected  state  than  Cost  Accounts, 
and  accordingly  the  paper  by  Mr.  W.  H.  Fox, 
F.C.A.,  on  the  above  subject,  reproduced  in 
our  issue  of  the  19th  ult.,  is  of  special  interest, 
and  suggests  many  profitable  fields  for  further 
inquiry,  thus  serving  what  is,  perhaps,  the 
chief  object  of  every  paper  read  at  a  Students' 
Society  meeting. 

The  lecturer  shows  how,  in  drafting  a  Profit 
and  Loss  Account,  it  is  necessary  to  consider 
questions  of  form  if  that  account  is  to  be  so 
framed  as  to  readily  lend  itself  to  percentage 
calculations,  inasmuch  as  these  calculations 
must  in  all  cases  be  based  upon  a  definite  unit, 
to  which  each  item  of  expenditure  relates. 
Whether,  however,  the  sales  can  in  all  cases 
be  regarded  as  the  unit  is,  it  seems  to  us,  a 
somewhat  open  question.  Expenses  of  distribu- 
tion may  for  this  purpose  well  be  said  to  vary 
with  the  volume  of  sales,  although  it  is,  of 
course,  obvious  that  many  such  expenses  remain 
practically  constant  even  although  the  turn- 
over may  fluctuate  considerably.  But  manu- 
facturing expenses  are  determined  not  by  the 
amount  of  the  sales,  but  by  the  output  of  the 
factory,  which  may  be  an  altogether  different 
thing,  and  which  certainly  would  be  a  very 
different  thing  in  cases  where  the  business  com- 


bined manufacturing  with  pure  trading — that 
is  to  say,  in  cases  where  some  of  the  goods  are 
purchased  ready  made.  Our  own  view  is  that 
the  pro  forma  statements  of  account,  highly 
interesting  and  suggestive  as  they  are,  would 
not  prove  of  much  value  in  practice,  in  that 
the  majority  of  the  items  of  expenditure  are, 
by  means  of  the  percentage  statements,  com- 
pared with  a  hard  and  fast  unit  with  which 
they  have  no  very  special  relationship.  It 
appears  to  us  that  the  fundamental  importance 
of  selecting  a  really  appropriate  unit  has  not 
been  sufficiently  considered,  otherwise  it  would 
not  have  been  seriously  suggested — for  wc 
presume  the  suggestion  is  serious — that  some 
useful  purpose  might  be  served  by  working 
out  the  expenses  relating  to  an  accountant's 
business  at  so  much  "  per  client."  It  is  clear 
that  a  paper-maker  could  arrive  at  no  reliable 
information  by  reducing  his  expenditure  to  the 
unit  of  per  hundred  reams,  inasmuch  as  paper 
is  of  many  sizes,  apart  from  being  of  many 
qualities,  and  some  paper — instead  of  being 
made  in  sheets — is  made  in  rolls,  and  thus  is 
never  expressed  in  reams  at  all.  The  proper 
treatment  appears  to  be  duly  appreciated  in 
connection  with  Brewery  Accounts,  the  unit 
there  being  as  per  barrel  brewed,  and  not  per 
barrel  sold.  As  a  matter  of  fact,  however,  the 
variations  in  the  stock  of  a  brewery  are  so 
slight  that  the  adoption  of  a  wrong  basis 
would  probably  be  less  observable  here  than 
with  most  industries. 

Turning  from  the  general  to  the  particular, 
and  dealing  first  with  the  pro  fortnd  accounts  of 
a  dressmaking  business,  it  is  a  little  curious  that 
these  accounts  should  contain  no  provision 
for  finished  stock.  Certainly  no  ordinary 
dressmaker  could  carry  on  business  without 
some  stock  in  hand,  and  in  the  majority  of  cases 
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it  would  amount  to  an  appreciable  item.  The 
volume  of  work  in  progress  would  also,  in  the 
majority  of  cases,  be  considerably  larger  than 
is  stated,  and  this  would  increase  the  difficulty 
of  dealing  satisfactorily  with  this  item.  For 
our  own  part,  we  doubt  whether  it  is  expedient 
to  "load"  work  in  progress  with  any  portion  of 
the  profit  expected  to  be  made  upon  the 
finished  article,  but  it  is  clear  that  the  point  is 
one  upon  which  a  definite  course  must  be 
taken,  in  order  that  the  output  of  the  factory 
may  be  ascertained  upon  a  proper  basis.  We 
are  somewhat  surprised  that  no  reference  what- 
ever should  be  made  to  gross  profit.  By  no 
means  every  business  man  defines  gross  profit 
in  the  same  way,  but  there  is  certainly  no  man 
in  the  soft  goods  trade  who  does  not  use  it  as  a 
basis  for  costing ;  and,  that  being  so,  we  are 
strongly  in  favour  of  the  so-called  Profit 
and  Loss  Account  being  divided  upon  the 
usual  lines  into  Trading  Account  and  Profit 
and  Loss  Account,  the  more  so  because,  as 
we  have  already  stated,  the  proper  basis  for 
the  percentage  calculations  with  regard  to 
the  Trading  Account  is  output,  whereas  with 
regard  to  the  Profit  and  Loss  Account  it 
is  sales. 

Turning  to  the  pro  forma  accounts  of  an 
accountant,  while  expressing  a  doubt  as  to 
whether  the  term  "ordinary"  can  fairly  be 
applied  to  Form  B  (i),  we  may  admit  the 
material  improvement  effected  by  recasting 
the  figures  shown  in  the  form  shown  in  B  (2), 
save  that  we  doubt  the  expediency  of  deducting 
bad  debts  from  the  credit  side,  as  the  practical 
result  of  so  doing  might  be  to  cause  this 
important  item  to  receive  very  insufficient 
attention.  For  the  purposes  of  any  percentage 
statement  it  is  necessary,  no  doubt,  to  take 
into  account  the  estimated   value  of  work   in 


progress,  but  we  rather  question  whether  it  is 
desirable  to  do  so  in  the  financial  books.  The 
amount  of  charges  that  will  eventually  be 
recovered  in  respect  of  a  bankruptcy,  receiver- 
ship, or  liquidation,  or  in  any  matter  payable 
by  commission  contingently  upon  the  business 
being  carried  through,  has  little  or  no 
relationship  to  the  time  charges;  and  thus 
any  money  value  that  may  be  placed  upon 
the  Time  Balances  must  be  either  entirely 
misleading  as  an  estimate  of  fees  to  be 
received  in  the  future,  or  else  an  inconsis- 
tent pricing  out  of  the  time  occupied  upon 
the  work.  In  the  former  event  the  whole 
account  is  fallacious  ;  in  the  latter,  the  percen- 
tage statement  becomes  largely  imaginary.  It 
is  true  that,  in  spite  of  these  drawbacks,  the 
percentage  statement  may  still  serve  a  useful 
purpose  in  the  interests  of  efficient  administra- 
tion, but  its  somewhat  manifest  limitations 
ought,  we  think,  to  be  clearly  stated. 

The  pro  forma  accounts  relating  to  the  paper- 
maker's  business  are  decidedly  interesting, 
but  for  practical  purposes  their  value  would, 
we  think,  be  considerably  enhanced  if  the 
so-called  Profit  and  Loss  Account  were  sub- 
divided, and  the  expenditure  expressed  as  a 
percentage  of  some  unit  to  which  it  related 
in  each  case.  Most  interesting  of  all  are 
undoubtedly  the  accounts  relating  to  the 
brewing  business,  but  it  is  not  at  all  clear  why 
the  whole  of  the  fixed  charges  should  be 
debited  against  the  brewing  profits,  leaving  the 
wine  and  spirit  and  mineral  water  departments 
to  be  run  rent-free;  moreover,  the  brewery 
rentals  should,  we  think,  be  credited  to  the 
Brewery  Profit  and  Loss  Account,  which  will, 
in  the  ordinary  course  of  events,  be  charged 
with  any  expenses  such  as  Interest,  &c.,  con- 
nected therewith. 
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Students  will  find  it  an  interesting  and 
profitable  occupation  for  them  to  take  the 
accounts  of  any  manufacturing  undertaking  ' 
passing  through  their  hands  and  recast  them,  ' 
first  upon  the  lines  indicated  by  Mr.  Fox,  and 
then  upon  these  lines  as  modified  in  accordance 
with  our  suggestions.  If  they  proceed  thus 
with  the  accounts  of  any  undertaking  for  two 
consecutive  years  they  will  be  better  able  to 
appreciate  the  purport  of  our  remarks. 


Meeftis  notes. 


The  presidential  address  delivered  by 


.  „     ,       ^      ,  The  General  Investment  and  Trustee 
A  Hew  InTeitment 

ABd  TniitM  Company,  Lim.,  which  has  been  formed 
Compuiy.  ^jth  ^  capital  of  one  million  pounds  to 
conduct  the  business  of  a  trust  and  investment  com- 
pany, contains  on  its  board  Mr.  John  Smith,  C.B.,  late 
Inspector-General  in  Bankruptcy  (as  Chairman),  and 
Mr.  J.  S.  Harmood-Banner,  F.C.A.,  M.P.  In  view  of 
the  low  prices  ruling  for  all  classes  of  Stock  Exchange 
securities,  the  present  would  appear  to  be  a  favourable 
opportunity  for  starting  a  new  undertaking  of  this 
description.  It  is  to  be  hoped,  however,  that  advan- 
tage will  be  taken  of  the  experience  of  the  past,  and 
that  the  mistakes  of  other  trust  companies  some  fifteen 
years  or  so  ago  will  be  avoided. 


The  Northern 
Chartered         *,      *,     ^      ^  ^  ^  . 

AooonBtanU  ^^^'  ^'  ^'  Squance,  F.C.A.,  at  the 
Btadenti*  Society,  opening  of  the  new  session  of  the 
Northern  Chartered  Accountants  Students'  Society,  is 
well  worthy  of  the  careful  attention  of  all  accountant  j 
students.  A  copy  of  this  address  appeared  in  our 
issue  of  the  26th  ult.,  and  we  could  have  wished  to  deal  ' 
with  it  at  greater  length  than  is  practicable  in  the 
course  of  the  present  note,  but  in  spite  of  its  interest, 
Mr.  Squance's  paper  contains  so  little  that  is  open  to 
discussion  that  it  hardly  seems  to  provide  the  necessary 
material  for  a  regular  article.  Those  who  are 
interested  in  the  history  of  bookkeeping  will  find 
something  that  will  well  repay  their  time  and  trouble 
in  Mr.  Squance*s  quotation  from  a  work  by  Robert 
Recorde,  published  in  1551,  which  contains  but  little 
practical  instruction  it  is  true,  but  throws  an  interest- 
ing sidelight  upon  the  business  methods  of  the  time. 


Reftindi  of  According  to  the  Magazine  of  Commerce 
Income  Tax  the  Board  of  Inland  Revenue  returned 
Overpaid.  ^685,847  income -tax  overpaid  in  1894-5, 
in  the  year  1899- 1900  the  amount  had  increased  to 
;f  1,017,862,  while  in  1903-4  the  total  amount  refunded 
was  no  less  than  ;f 2,868,798.  It  should  not  be  over- 
looked, however,  that  during  the  last-named  period  the 
tax  was  I  id.  in  the  £,  against  8d.  in  the  £  for  the  two 
earlier  periods  stated.  Making  every  allowance  for 
these,  however,  it  is  clear  that  there  has  been  a  sub- 
stantial increase,  due  very  largely  no  doubt  to  the 
increased  scale  of  abatements  granted  in  1898. 


Unregistered    Our  contemporary  The  Solicitors'  Journ  il 
Compaatee.      points  out  in  a  recent  issue  that  the 
practice,  so  prevalent  at  the  present  time,  of  individuals 
trading   in  the  names  of  companies    without    goirg 
through  any  form  of  registration  makes  it  extremely 
difficult  to  hold  them  responsible  for  their  actions.     It  I 
is  undoubtedly  time  that  all  persons  trading  or  carry-  ' 
ing  on  any  business  or  calling  in  names  other  than  their  ' 
own  should  be  required  to  register  their  full  names  and  ' 
addresses  with  some  central  authority,  the  register  to  ' 
be  open  to  the  public  either  gratis  or  upon  payment  of 
only  a  nominal  fee.     At  the  present  time,  by  the  simple 
expedient  of  pretending  that   he  is  the  agent  of  an 
unregistered    company,    an    unscrupulous    man    may 
frequently  secure   all  the  benefits  of  limited  liability 
without  incurring  any  of  the  liabilities  or  expenses. 


^^  We  understand  that  Lyons'  Ink,  Lim., 

OrgaBisaUon  are  now  manufacturing  a  new  kind  of 
of  Audit  Work,  checking  ink  in  all  colours  specially 
adapted  for  the  requirements  of  accountants.  The 
idea  is  that  each  audit  clerk  can  have  his  own  par- 
ticular colour  or  tint,  thus  enabling  responsibility  in 
connection  with  the  minutest  details  of  an  audit  to  be 
readily  fixed.  Apart  from  the  somewhat  curious 
appearance  that  the  employment  of  numerous  colours 
would  give  to  the  books,  there  seems  to  be  something 
to  be  said  in  favour  of  the  idea,  and  we  shall  be 
interested  to  hear,  therefore,  whether  any  of  our 
readers  have  given  it  a  trial,  and,  if  so,  with  what 
results. 


.     ..  We  understand  that  an  Institution  of 

Another 

Accoantanu*      Certified     Public     Accountants     has 

Society.  recently  been  registered  as  a  company 

limited  by  guarantee.    As  the  expression   "  Certified 

Public  Accountant "  is  the  recognised  description  of 

professional  accountants  formally  recognised  by  the 
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Legislature  of  the  UDited  States,  it  is  obvious  that  it 
is  undesirable  that  it  should  be  employed  in  any  other 
connection,  even  in  this  country.  The  matter  is  of 
sufficient  interest  to  Certified  Public  Accountants, 
several  of  whom  have  offices  in  England,  to  induce 
them  to  test  its  legality. 


The  Righu  of  We  are  a  little  surprised  that  none  of 
Cndlton.  our  readers  should  have  commented 
upon  the  letter  signed  "  C.  B.,"  which  appeared  under 
the  above  heading  in  our  issue  of  the  19th  ult.  The 
question  raised  represents  probably  one  of  the  most 
pressing  needs  for  a  reform  of  the  existing  law,  under 
which  the  creditors  of  a  man  who  subsequently  turns 
out  to  be  an  undischarged  bankrupt  are  practically 
helpless  because  the  situation  is  controlled  by  the 
Official  Receiver,  who,  as  a  rule,  will  do  nothing,  and 
any  moneys  that  may  be  recovered  go  first  to  the  pay- 
ment of  the  creditors  in  the  first  bankruptcy.  In  such 
cases  it  is,  as  a  rule,  mere  waste  of  time  and  money 
for  the  creditors  in  the  second  failure  to  attempt  to  do 
anything  at  all,  and  a  knowledge  of  this  fact  naturally 
encourages  the  unscrupulous.  Our  own  view  is  that 
if  a  man  fails  a  second  time  and  the  first  bankruptcy 
has  been  closed,  the  assets  then  recoverable  ought  in 
the  first  instance  to  be  applied  towards  the  payment  of 
the  creditors  in  the  second  bankruptcy,  even  although 
the  bankrupt  has  not  obtained  his  discharge  in  the 
first.  This  might  involve  some  grievance  on  the  part 
of  the  creditors  in  the  first  bankruptcy,  but  we  feel 
sure  that  the  equities  would  be  better  considered  in 
that  way  than  under  the  present  rule,  and  unquestion- 
ably there  would  be  a  better  chance  of  the  conduct  of 
the  bankrupt  being  looked  into,  and  of  a  serious 
attempt  being  made  to  discover  undisclosed  assets. 
We  hope  that  the  point  will  not  be  overlooked  by  the 
Committee  that  is  now  sitting  to  consider  amendments 
in  the  bankruptcy  law. 


It  will,  perhaps,  be  of  interest  to  our 
Buk  BookkMplntf  readers  to  hear  that  *<  Bank  Book- 
Mid  AMoonU.  i^ggpiug  and  Accounts,"  by  Mr.  J.  A. 
Meelboom,  A.C.A.,  and  Mr.  Chas.  F.  Hannaford, 
which  is  Vol.  I.  of  the  "  Accountants'  Library"  Series, 
has  now  been  placed  on  the  Syllabus  of  the  Institute 
of  Bankers  as  a  text-book  for  the  examinations  of  that 
body.  As  the  work  was  published  nearly  six  years  ago, 
we  cannot  congratulate  the  Council  of  the  Institute  on 
its  promptness  in  recognising  it  as  by  far  and  away  the 
best  work  on  its  subject  that  has  yet  been  issued. 


The  twenty-sixth  meeting  of  the  Bank- 

Bankraptoy  Law   ruptcy    Law    Amendment  Committee 

Amendment.  "^    "^     ,  ,  ,      ^        , 

was  held  on  the  7th  mst.  at  the  Royal 

Courts  of  Justice,  the  Chairman,  Mr.  Muir  Mackenzie, 

presiding.      The    principal    witness    was    Mr.    T.  J. 

Phillips  (of  the  firm  of  Dent,  Allcroft  &  Co.),  and  the 

subjects  discussed  related  principally  to  the  question 

whether  the  Court  should  in  all  cases  consider  the 

bankrupt's  conduct  for  the  purpose  of  dealing  with  his 

discharge,  and  to  the  efficacy  of  the  present  law  in 

reference  to  deeds  of  arrangement  outside  bankruptcy. 


Inter-depart-        ^^^    readers   will  hardly  require    to 
mental  Profit!  and    be  reminded  that  the  speciality   of 
Loeeet.  ^yie  system    of    finance    with    which 

the  names  of  such  persons  as  the  late  Mr.  Whitaker 
Wright  are  prominently  associated  consists  in  the 
manufacturing  of  non-existent  profits  by  the  simple 
expedient  of  selling  an  article  owned  by  one 
department  or  company  to  another  department  or 
company,  as  the  case  may  be,  at  a  largely  inflated 
price,  upon  the  understanding  that  the  said  article 
shall  be  resold  to  the  original  department  or  company 
at  a  later  stage,  so  that  although  assets  are  never 
valued  at  a  figure  in  excess  of  actual  cost  price,  it  may 
become  readily  possible  to  derive  paper  profits  by 
juggling  with  assets  which  may  in  themselves  be 
entirely  unrealisable.  It  is  conceivable  that  in  certain 
circumstances  this  mode  of  finance  may  possibly  be 
defensible,  although  as  a  matter  of  fact  we  have  yet  to 
find  the  man  who  is  sufficiently  bold  to  uphold  it  in  the 
bald  form  that  we  have  explained  above.  Apparently, 
however,  there  are  some  who  consider  that  such  methods 
of  dealing  with  accounts  are  entirely  justifiable,  pro- 
vided the  object  be  to  show  a  loss  on  each  inter-depart- 
mental transfer,  instead  of  a  profit.  We  must  confess 
that  we  are  somewhat  at  a  loss  to  understand  how  a 
transaction  which  is  essentially  unreal  if  its  object  be 
to  show  non  existent  profits  can  become  any  the  more 
real  because  its  object  is  apparently  the  precise  opposite. 
It  would  appear,  however,  that  those  responsible  for 
the  financial  methods  of  the  London  County  Council 
so  consider,  or  else  they  are  unacquainted  with  what  is 
actually  going  on  in  their  midst.  As  a  case  in  point, 
and  because  one  concrete  instance  is  worth  a  dozen 
generalisations,  we  may  mention  that  the  Council 
bought  Reid's  Brewery  at  a  cost  of  ;f 201, 107,  and  after- 
wards  sold  it  to  the  Housing  Committee  for  ;f 44,000; 
while  a  perhaps  even  more  flagrant  case  is  that  of  the 
Brightlingsea    building,  the    site  for  which  cost  tb' 
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Council ;( 12,000,  but  which  was  actually  handed  over 
to  the  Housing  Committee  at  nil,  with  a  subsidy  0^3^397 
thrown  in.  The  business  of  the  Housing  Committee, 
from  a  commercial  point  of  view,  is,  of  course,  merely 
that  of  a  department,  and  it  is  clear  that  if  a  department 
is  charged  with  goods  at  very  much  less  than  they  have 
actually  cost,  it  is  possible  tor  it  to  show  a  quite 
respectable  profit  upon  paper,  while  yet  dealing  with 
its  customers  at  prices  which  absolutely  defy  outside 
competition. 


Infant  In  Re  National  Bank  of  Wales;    Massy 

Contribatoriei.  and  Giffln's  case  a  voluntary  liquidator 
had  assented  to  certain  transfers  being  made,  and  dis- 
covered, when  calls  were  in  course  of  collection,  that 
the  registered  holder  was  an  infant,  and  that  his  trans- 
feror, at  the  time  of  the  transfer,  was  also  an  infant. 
He  therefore  sought  to  make  the  original  holders  liable 
for  the  calls,  but  it  was  held  that  no  contractual 
relationship  existed  between  the  company  and  these 
parties,  and  that  they  could  not  be  put  on  the  list  of 
contributories. 


The  Bank  of  ^^  interesting  reference  to  the  financial 
France  and  the  support    rendered     to     the     Bank     01 

Gold  Efflaz.  England  last  autumn  is  contained  in  the 
report  of  the  Banque  de  France  for  1906.  As  the 
increase  in  the  Bank  Rate  here  to  6  per  cent,  proved  to 
be  insufficient  to  stop  the  efHux  of  gold,  and  the  strain 
threatened  to  transfer  itself  to  France,  English  paper 
was  discounted,  and  the  large  gold  reserve  permitted 
funds  to  be  placed  at  the  disposal  of  a  neighbouriug 
and  friendly  nation  to  ease  the  pressure.  It  is  signifi- 
cant that  the  bank  refrained  from  discounting  paper 
which  had  the  visible  object  of  supporting  an 
exaggerated  speculation  abroad. 


Aoetlon  Bale  and  Cases  of  interest  to  Auctioneers  are 
Reienre  Price,  not  very  common,  and  McManus  v, 
Fortescue  and  another,  which  came  before  the  Court  of 
Appeal  on  the  ist  inst.,  is  therefore  doubly  worthy  of 
notice.  Defendants  offered  for  sale  certain  property 
on  each  lot  of  which  (as  was  stated  in  the  conditions 
of  sale)  a  reserve  price  had  been  placed.  One  of  the 
lots  was  knocked  down  to  the  plaintiff  for  a  sum  which 
was  subsequently  found  to  be  below  the  reserve  price, 
and  the  auctioneer  refused  to  sign  a  memorandum  of 
the  alleged  contract,  or  to  accept  a  deposit.  For  the 
plaintiff  it  was  argued  that  by  the  bid  he  authorised 


and  gave  a  mandate  to  the  auctioneer  to  act  as  his 
agent,  and  that  the  auctioneer,  by  knocking  down  the 
lot  to  him,  accepted  that  authority  and  mandate,  and 
was  bound,  therefore,  to  complete  the  sale  in  accordance 
with  Section  58,  Sub-section  2,  of  the  Sale  of  Goods 
Act,  1893.  The  Court  dismissed  the  appeal  and  upheld 
the  judgment  of  Mr.  Justice  Phillimore,  the  Master  of 
the  Rolls  remarking  that,  in  his  opinion,  under  the  con- 
ditions of  sale  each  lot  was  offered  subject  to  a  reserve 
price,  and  all  bids  were  merely  conditional  offers.  The 
fall  of  the  hammer  did  not  in  this  case  amount  to  an 
absolute  unconditional  contract  to  sell  at  the  price 
offered,  for  the  condition  still  remained  to  be  fulfilled. 


Twenty  Yean  for  '^^^  following  advertisement  appeared 
aCrlchtoni  in  the  New  York  Chronicle,  and  may 
interest  our  readers,  though  the  twenty  year  agreement 
and  the  elusive  salary  clause  are  distinctly  trans- 
atlantic :— 

"  Wanted. — To  engage  the  services  of  an  able, 
experienced  Auditor,  now  engaged,  with  a  brilliant 
record,  who  knows  all  there  is  to  know  about  account- 
ing ;  an  honest,  strong,  cool,  level-headed  man,  who 
can  handle  the  accounting  of  a  number  of  railroad 
corporations  and  affiliated  companies,  and  men  work- 
ing under  his  instructions,  and  keep  his  work  from 
day  to  day  in  such  form  and  condition  that  it  will  be 
simple  and  clear  to  a  layman  in  accounting;  a  man 
of  initiative,  push  and  vim,  who  will  bend  and  mold 
his  accounting  to  meet  the  views  of  laymen  in  that 
line  of  work  seeking  only  honest,  simple  and  clear 
methods ;  a  well-balanced  man  without  nerves ;  a  man 
of  the  old  school,  loyal  and  true,  and  one  who  controls 
his  feelings  to  such  an  extent  that  his  countenance  is 
immovable  no  matter  what  happens;  one  who  is 
prepared  to  trade  on  the  basis  of  a  twenty-year 
engagement  in  return  for  every  dollar  his  services  are 
worth  during  that  period  of  time. 

None  but  those  who  can  absolutely  meet  all  of  above 
requirements  need  apply.  Address,  until  March  ist, 
H.  A.  Ensign,  31  Nassau  Street,  New  York." 


The  French  The  Income-Tax  Bill  was  laid  before 
i-Tax  BUI.  the  French  Chamber  last  week  by 
M.  Caillaux,  Minister  of  Finance,  and  appears  to  have 
been  very  favourably  received  by  both  Deputies  and 
press.  The  measure  provides  that  incomes  derived  from 
real  and  personal  property  shall  pay  4  per  cent.,  those 
from  industrial  and  commercial  undertakings  3J  per 
cent.,  and  those  from  "  work  *'  3  per  cent.  The  Rentes 
are  to  be  exempt,  but  incomes  derived  from  State 
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Funds  will  be  liable  to  the  "  Global "  tax,  which  is  pay- 
able on  incomes  of  over  5,000  francs,  with  a  graduated 
scale  ranging  from  20  centimes  to  4  per  cent.  All  foreign 
securities  will  be  admitted  to  the  French  market  on 
payment  of  a  stamp  tax  of  2  per  cent,  on  the  nominal 
capital  and  a  tax  of  5  per  cent,  on  the  dividends. 
The  Renter's  telegram  giving  these  particulars  adds 
that  the  taxpayer's  own  declaration  is  to  be  accepted 
unless  proved  to  be  incorrect.  '*  There  would  thus  be 
no  arbitrary  inquisition.'*  It  is  not  noted,  however, 
what  regulations  are  to  be  framed  as  to  testing  whether 
the  declarations  are  correct  or  not.  The  Bill  will  now 
be  dealt  with  by  the  Committee  on  Fiscal  Reform. 


The  Jury  '^^®  report  of  the  proceedings  during 
Challenge  in      the  impanelling  of  a  jury  in  the  United 

BngUnd.  states  in  connection  with  the  Thaw 
trial  has  led  a  writer  in  The  Globe  to  point  out  that 
although  the  right  of  challenge  is  but  rarely  exercised 
in  English  Courts  it  still  exists,  and  Chief  Justice  Erie 
is  cited  as  having  once  said  that  he  remembered  a  case 
in  which  there  were  four  or  five  prisoners  to  be  tried, 
and  the  Sheriff  had  four  hundred  jurymen  present  at 
the  Old  Bailey  in  anticipation  of  their  challenges.  It 
is  said  that  in  England  the  right  of  a  prisoner  is  limited 
to  twenty  peremptory  challenges  in  a  murder  case, 
but  the  Crown  may  challenge  any  number  of  jurors 
peremptorily,  provided  that  enough  are  left  to  go  on 
with  the  trial. 


Hatoa.  ^^^  many  years  chairmen  of  railway 
companies  have  been  accustomed  to 
point  with  indignation  to  the  growing  expenses  of  rates 
as  an  excuse  for  stationary  or  reduced  dividends.  This 
palliative  will,  seemingly,  now  be  denied  them,  for  the 
agitation  against  the  demands  of  local  authorities  is 
b^Vioiog  to  tell,  as  witness  the  following  reported 
savings  under  the  heading  of  Rates  for  the  last 
half-year : — 

Barry ;f  2,500 

Great  Eastern  3,200 

Lancashire  and  Yorkshire 2,550 

London  and  South- Western  ..         ..        3.070 

London,  Brighton,  and  South  Coast       . .         2,450 
South-Eastem  and  Chatham        ..         ..       11,500 

North-Eastem  9.500 

It  shoald  not,  however,  be  overlooked  that,  although 
railway  companies  may  sometimes  successfully  appeal 
against  excessive  assessments,  their  directors  have  no 
control  over  the  poundage  rates,  the  tendency  of  which 
seems  to  be  ever  upwards. 


The  Leedi  and  Our  readers  will  have  gathered  from 
District  Dinner,  the  letter  of  Mr.  John  Gordon,  F.C.A., 
which  we  reproduced  last  week,  that  the  report  of  his 
speech  at  the  Leeds  and  District  Chartered  Accoun- 
tants Students'  Association,  which  we  dealt  with  in  our 
issue  of  the  2nd  inst.,  was  too  condensed  to  adequately 
convey  the  views  that  he  then  expressed.  This  is,  of 
course,  to  be  regretted,  but  the  responsibility  does  not 
rest  with  us.  At  the  same  time  we'  may  mention  that 
while  the  experienced  witness  will,  of  course,  invariably 
look  well  ahead  of  the  examination,  and  endeavour  to 
divine  its  purpose,  we  do  not  think  that  the  inexperi- 
enced witness  can  be  safely  advised  to  do  more  than 
thoroughly  master  his  evidence  in  the  first  place,  and 
in  the  second  place  endeavour  to  rigorously  confine 
himself  to  the  facts  that  he  has  set  out  to  prove.  With 
regard  to  the  question  of  Sinking  Funds,  we  may  say 
that  we  still  object  to  the  phrase  "  opposition  to  the 
efficiency  of  a  Sinking  Fund,"  which  apparently 
Mr.  Gordon  uses  when  he  really  means  *'  opposition  to 
the  alleged  insufficiency  of  a  Sinking  Fund."  We  do 
not  think  it  hypercritical  to  draw  attention  to  the  fact 
that  these  expressions  are  not  interchangeable.  With 
regard  generally  to  the  question  of  local  authorities' 
accounts  and  depreciation,  we  are  glad  to  have 
Mr.  Gordon's  views  at  greater  length,  but  must  repeat 
that  they  do  not  commend  themselves  to  us,  or  convey 
to  our  minds  the  impression  that  he  has  really  very 
carefully  thought  out  the  problems  involved.  We  hope 
to  be  able  to  deal  with  these  At  some  length  shortly. 


The  Board  of  Judging  from  recent  appointments  made 
"^radt.  by  Mr.  Lloyd  George,  it  looks  as  if  none 
but  Welshmen  need  apply.  In  the  early  part  of  last  year 
the  Inspector-Generalship  in  Bankruptcy  was  given  to 
a  Mr.  William  Evans.  Shortly  afterwards,  a  Mr. 
Llewellyn  Howell  was  promoted  to  the  position  of  an 
Official  Receiver  in  London.  A  few  weeks  since  Mr. 
Llewellyn  Smith  succeeded  Sir  Francis  Hopwood  as 
Permanent  Secretary,  and  the  only  other  candidate 
(according  to  the  daily  papers)  who  appeared  to  be  in 
the  running  was  a  Mr.  Walter  Howell.  Other  depart- 
mental promotions  of  less  importance  have  been  liberally 
bestowed  on  gentlemen  of  Cymric  origin.  Two  other 
appointments,  according  to  a  recent  issue  of  The 
Observer,  have  created  a  Welsh  Liberal  crisis :  the  first 
being  that  of  a  Mr.  Ellis  Owen,  a  journalist,  who  has 
now  become  an  Official  Receiver ;  the  second  appoint- 
ment being  that  of  Sir  James  Woodhouse,  a  solicitor, 
to  the  vacant  Railway  Commissionership  and  £^,0^ 
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per  annam.  The  Daily  Chronicle^  in  defending  or 
attempting  to  defend  the  former  of  these  jobs,  asks  why 
journalism  should  be  a  disqualification,  and  then  pro- 
ceeds with  apparently  unaffected  simplicity  to  say 
that  "  the  essential  consideration  should  be  the  suit- 
"  ability  of  the  candidate,  for  did  not  Mr.  Chamberlain 
<*  in  1883  appoint  in  one  case  a  flour  merchant  as  an 
"  Official  Receiver,  and  in  another  a  mining  engineer, 
**  and  in  a  third  a  chemist."  It  does  not  appear  what 
connection  there  is  between  Sir  James  Woodhouse  and 
the  Principality. 


Cotte5pon^ence  an^  £nqutries. 


All  communications  to  the  Editor  should  be 
by  letter  only. 


[We  are  at  all  times  ready  to  insert  correspondence  on 
matters  of  interest  to  the  Profession^  hut  we  do  not  of  courst 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon;   and  must  in  all  cases  be  accompanied  by  the 


name  and  address  of  correspondents ^   not  necessarily  for 
publication,  but  as  a  guarantee  of  good  faith.] 


intestacies. 

{To  the  Editor  of  The  Accountant.) 

Sir, — My  father  died  leaving  me  the  whole  of  his 

personalty.      He  made  no  mention  in  his  will  of  real 

estate,  thinking  he  had  none.     He,  however,  owned 

two  freehold  graves,  and  my  elder  brother  now  claims 

these  as  heir-at-law.     Is  he  entitled  to  them ;  if  so, 

please  state  Acts  bearing  upon  same  ? 

ACCOUNTANT. 
January  30/A  1907. 

[Property  not  dealt  with  by  the  will  is  covered  by  the 
provisions  of  the  Intestates'  Act,  and  passes  to  the 
persons  thereby  provided.  In  the  case  stated  it  passes 
to  the  eldest  son  of  the  deceased. — Ed.  Acct.] 


English  and  Foreign  Companies  In  France.— 
New  Regulations  relating  to  Financial  Issues. 

{To  the  Editor  of  The  Accountant.) 
Sir, — In  the  French  **  Loi  des  Finances,"  voted  on 
the  3i8t  of  January  last,  there  is  an  article  which  will 
doubtless  be    of  considerable   interest   to  legal  and 
lancial  circles  in  England. 


Such  article  contains  stringent  provisions  affecting 
French,  English,  and  foreign  companies  contemplating 
issuing  shares  or  debentures,  or  whose  securities  may 
be  dealt  with  in  France,  and  will  take  effect  from  and 
after  the  ist  March  1907. 

Too  great  publicity  cannot  be  given  to  the  said 
enactment,  as  the  non-compliance  with  the  above  pro- 
visions will  be  punishable  by  fines  from  ten  thousand 
francs  to  twenty  thousand  francs. 
.  The  text  of  the  said  article  as  adopted  by  the 
Chamber  of  Deputies  was  modified  by  the  Senate,  and 
in  due  course  referred  back  to  the  Chamber,  which 
approved  such  modification,  and  the  provisions  con- 
tained therein  have  now  become  law. 

The  following  is  a  translation  of  Article  III., 
referred  to  above  : — 

"  Any  issue,  posting  up  or  offering  for  sale,  or  the 
introduction  upon  the  French  market  of  shares,  deben- 
tures, or  securities  of  whatever  nature  of  French  or 
foreign  companies,  will,  as  regards  such  of  the  above 
as  may  be  offered  to  the  public,  be  subjected  to  the 
following  formalities  from  and  after  the  ist  March  1907. 

"  Previously  to  any  steps  being  taken  for  advertising, 
the  persons  issuing  or  oflfering  for  sale  or  selling  or 
introducing  the  above,  must  insert  in  a  *  bulletin ' 
annexed  to  the  Journal  Officiel,  in  a  form  to  be  deter- 
mined by  a  special  decree,  a  notice  containing  the 
following  particulars : — 

I.  The  full  name  of  the  company  or  of  the  under- 
taking ; 
II.  An  indication  of  the  law  (French  or  foreign) 
which  will  govern  the  working  of  the  enter- 
prise; 

III.  The  registered  office  thereof; 

IV.  The  objects  of  the  enterprise ; 
V.  The  duration  thereof ; 

VI.  The  amount  of  the  capital,  the  amount  per 
share  oi  each  category  of  shares,  and  the 
amount  of  capital  remaining  to  be  called  up ; 
VII.  The  latest  Balance  Sheet  (of  the  undertaking) 
certified  as  being  a  true  copy,  or  a  statement 
that  the  same  has  not  yet  been  drawn  up. 

'*  In  addition,  the  amount  of  debentures  already  issued 
by  the  undertaking,  with  a  description  of  the  securities 
attaching  thereto,  and  if  it  should  relate  to  a  fresh 
issue  of  debentures,  the  number  as  well  as  the  value 
of  the  securities  to  be  issued,  the  interest  payable  upon 
each,  the  date  and  the  conditions  of  reimbursement, 
and  the  guarantees  or  security  upon  which  such  further 
issue  is  based,  must  be  stated. 
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"  Furthermore,  all  advantages  stipulated  to  benefit  the 
promoters,  the  directors,  the  manager,  or  any  other 
person,  all  property  otherwise  than  in  cash  conveyed 
to  the  undertaking,  and  the  mode  of  payment  therefor, 
the  forms  for  the  calling  of  general  meetings,  and  the 
places  where  the  same  shall  be  held,  must  be  set  forth 
in  the  above  *  bulletin.' 

*'  Persons  issuing,  offering  for  sale  or  selling,  and 
persons  introducing  such  securities  for  sale  or  issue, 
must  be  domiciled  in  France,  and  they  must  affix  their 
signatures  with  their  addresses  to  the  above  notice. 

"Advertisements,  prospectuses,  and  circulars  must 
reproduce  the  statements  contained  in  the  notice,  and 
mention  that  such  notice  was  inserted  in  the  bulletin 
annexed  to  the  Journal  Officiel,  and  with  a  reference 
to  the  number  in  which  it  was  published. 

'*  All  advertisements  in  newspapers  must  reproduce 
th^  same  statements,  or  at  least  an  extract  from  such 
statements,  with  a  reference  to  the  said  notice,  and 
mention  the  number  of  the  bulletin  annexed  to  the 
Journal  Officiel  in  which  the  same  appeared. 

"  Every  foreign  company  making  a  public  issue  in 
France,  or  offering  for  sale,  or  selling  or  intr  oducing 
shares,  debentures,  or  securities  of  any  nature,  must, 
in  addition,  publish  in  fall  its  memorandum  and  articles 
of  association  in  the  French  language  in  the  same 
bulletin  annexe<f  to  the  Journal  Officiel,  and  this 
previously  to  any  securities  being  placed. 

"  Any  non-compliance  with  the  above  provisions  will 
be  duly  noted  by  the  officials  of  the  French  Registra- 
tion Office,  and  will  be  punishable  by  fines  from  ten 
thousand  to  twenty  thousand  francs. 

**  Article  460  of  the  Penal  Code  will  be  applicable  to 
oifieDces  committed  in  contravention  of  the  provisions 
contained  in  the  present  enactment." 

It  will  be  observed  that  many  of  the  clauses  con- 
tained in  the  new  law  are  based  upon  those  incor- 
porated in  the  English  Companies  Act  of  1900. 
I  am.  Sir,  your  obedient  servant, 

P.  PELLERIN, 

Parts,  56  rue  la  Boetie.  Liccncii  en  droit, 

February  6th  1907. 

Directors'  Remuneration. 

(To  the  Editor  of  The  Accountant,) 
Sir, — A  limited  company,  incorporated  under  the 
Companies  Acts,  has  recently  adopted  a  new  article 
providing  that,  if  the  directors  perform  any  extra 
services,  the  company  may  remunerate  them  for  such 
services.    Their  ordinary  remuneration  (there  are  six 


of  them)  is  ;f  250  each, .  which  always  appears  on  the 

printed  accounts. 

The  directors  have  remunerated  some  of  their  number 

for  superintending  the  erection  and  fixing  up  of  new 

works,  and  are  charging  this  to  Capital  Account.     Is 

it  necessary  that  the  amount  so  voted  should  be  added 

to  the  sum  which  appears  in  the  annual  accounts  as 

"  Directors'    Remuneration,   ;fi,500."     They  think  it 

should  not. 

Yours  faithfully, 

ENQUIRER. 
[The  directors  are  clearly  within  their  rights,  and 
it  has  been  held  that  such  extra  remuneration  should 
appear  in  the  Profit  and  Loss  Account,  not  as  capital 
outlay  (see  Ashton  &  Co,  v.  Honey,  &c.,  T.L.R.  XXIII., 
p.  253).  I  take  it  that  the  Trading  Account  referred 
to  is  the  equivalent  of  Profit  and  Loss  Account.  And, 
in  my  view,  having  regard  to  the  terms  of  the  articles, 
such  extra  remuneration  should  be  shown  as  such,  with 
some  such  words  "  as  in  accordance  with  article  so- 
and-so,  in  respect  of  so-and-so,"  immediately  following 
on  the  item  of  annual  remuneration.— Our  Legal 
Contributor.] 

Assessments  for  the  Poor  Rate. 

[To  the  Editor  of  The  Accountant.) 

Sir,— In  reply  to  "  Ratepayer"  as  to  the  above.  The 

assessment  to  the  poor  rate  is  based  on  the  rent  which 

might  reasonably  be  expected  to  be  obtained  from  the 

property  from  year  to   year,  free  from  all  the  usual 

tenants'  rates  and  taxes,  and  deducting  therefrom  the 

probable  average  cost  of  the  repairs,  insurance,  and  other 

expenses  necessary  to  maintain  the  property  in  a  state 

to  command  such  rent  (6  &  7  Will.  IV.  c.  96,  section  i). 

These  deductions  from  the  rent  are  not  uniform,  but 

are  influenced  by  the  age  and  state  of  repair  and  class 

of  the  properties,  and  vary  from  10  to  30  per  cent  from 

the  rent.    The  usual  deduction  is  about  one-sixth  of 

the  rent,  and  therefore  the  two  houses  mentioned  in 

your  correspondent's  letter  would  have  a  rateable  value 

of  ;fi5  and  /^2i  respectively,  the  tenants  paying  the 

rates  and  taxes. 

Yours  faithfully, 

A.  JAMES  PEARCE,  A.C.A. 

Ipswich,  gth  February  1907. 

[A  work  on  Rating  will  shortly  be  issued  by  Messrs. 
Gee  &  Co.,  which  will  deal  with  all  questions  such  as 
that  raised  by  our  correspondent,  and  also  by  others 
in  previous  issues,  viz.,  13th  October  1906,  &c. — Ed. 
Acct.] 
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Re  Deeds  of  Assignment. 

{To  the  Editor  of  The  Accountant.) 

SiR| — In  your  issue  of  the  5th  ult.your  correspondent) 
Mr.  David  P.  Davies,  asks  me  to  state  my  wants 
more  clearly,  but  unfortunately,  owing  to  stress  of 
business,  I  have  not  been  able  to  give  the  matter 
immediate  attention.  However,  the  point  is  this: — 
A  creditor  sends  in  a  claim  some  six  months  after  a 
deed  of  assignment  has  been  executed,  having  pre- 
viously given  the  trustee  notice  that  he  had  a  claim, 
but  without  assenting  to  the  deed.  The  trustee  at  the 
end  of  four  months  distributed  the  estate  without  giving 
notice  to  the  creditor.  Was  the  trustee  unreasonably 
premature  in  closing  the  estate,  and,  if  so,  is  he 
personally  liable,  or  was  the  creditor  dilatory  ? 

Yours  faithfully, 

February  Sth  1907.  A.   F.  D. 


A  Counting  Machine. 

(To  the  Editor  of  The  Accountant.) 

Sir, — In  reply  to  your  correspondent  "  Dux "  a 
device  (hardly  a  machine)  which  I  have  seen  in  opera- 
tion for  facilitating  the  counting  of  large  sums  of 
silver  I  should  describe  as  follows  : — 

It  consists  of  a  series  of  trays,  fitting  one  above  the 
other,  bored  with  circular  holes,  the  top  tray  having 
holes  sufficiently  large  to  admit  the  passage  of  all 
coins  smaller  than  the  4s.  piece.  On  pouring  in  the 
silver  to  be  counted  and  after  a  little  mixing  about,  the 
top  tray  will  contain  5s.  and  4s.  pieces  only.  The 
second  tray  has  holes  which  admit  the  passage  of 
every  coin  smaller  than  the  half-crown,  hence  the 
second  tray  will  contain  half-crowns  only.  The  third 
tray  on  the  same  process  will  contain  only  2s.  pieces ; 
the  fourth,  is.  pieces ;  the  fifth,  6d.  pieces ;  and  the 
bottom  tray,  3d.  bits. 

The  5s.  and  4s.  pieces  were  all  on  the  one  tray,  as 
the  number  of  the  latter  in  circulation  was  found  to  be 
so  small  that  it  was  no  saving  of  time  to  have  separate 
trays  for  each,  although  this  could  easily  have  been 
done. 

The  chief  use  to  which  the  above  device  was  sub- 
jected was  in  counting  silver  taken  in  bags  from  the 
bank  for  the  payment  of  wages. 


February  loth  1907. 


Yours  faithfully, 

COUNTER. 


The  Latest  Misfeasance  Case. 

(To  the  Editor  of  The  Accountant.) 
Sir, — With  reference  to  your  Weekly  Note  on  page 
175  of  last  week's  issue  respecting  amateur  liquidators, 
I  have  just  completed  the  audit  of  a  reconstructed 
company  where  the  liquidator  of  the  old  company  (a 
director)  has  parted  with  the  assets  for  shares  and 
debentures  in  the  new  company,  which  have  been 
allotted  to  his  nominees,  in  spite  of  the  fact  that  he  is 
still  liable  for  certain  debts  contracted  in  his  capacity 
as  liquidator.  To  make  matters  worse,  the  debenture- 
holders  are  seriously  considering  the  advisability  of 
appointing  a  receiver,  and  unless  a  sentimental  view 
is  taken  of  the  position  of  the  poor  misguided  lay 
liquidator,  he  appears  to  be  in  for  a  hot  time. 

"  Ex  uno  disce  omnes.'* 

Yours,  &c., 

February  11th  1907.  ASSOCIATE. 


Income  Tax— New  Business. 

[To  the  Editor  of  The  Accountant.) 
Sir, — I  shall  be  glad  if  any  of  your  readers  would 
give  their  experience  as  to  the  method  of  arriving  at 
the  assessment  of  the  profits  of  a  new  business,  for  the 
purpose  of  income-tax,  for  the  first,*second,  and  third 
years. 

I  gather  that  the  correct  way  is,  as  regards  the  first 
year,  for  the  profits  to  be  calculated  as  nearly  as 
possible  for  the  period  up  to  the  5th  April  upon  the 
basis  of  the  actual  profits  of  the  first  year,  while  for  the 
second  and  third  years  the  assessment  is  made  upon 
the  amount  of  the  average  annual  profit  from  the  com- 
mencement of  the  business  up  to  the  5th  April  prior  to 
the  commencement  of  the  year  of  assessment  or  to  a 
date  prior  thereto  when  the  accounts  are  usually 
made  up. 

As  an  example  the  following  may  be  assumed  : — 

The    Profit    for    the    first    year    ending 

31st  December  1902         ;£^4.ooo 

Second  year  ending  31st  December  1903  5,000 

Third  year  ending  31st  December  1904..  7,000 

Under  which  circumstances  the  assessment  should  be 
as  follows : — 

Assessment  for  the  year  ending  5lh  April 

1902,  one-fourth  of  £4,000         . .         . .      /i.ooo 

Assessment  for  the  year  ending  5th  April 
1903  (as  per  Account  to  31st  December 
1902)  4»ooo 
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Assessment  for  the  year  ending  5th  April 

1904  (as  per  Account  to  31st  December 

1902) 4,000 

Assessment  for  the  year  ending  5th  April 

1905  (half  of  Profits  for  the  two  years 
ending  31st  December  1903)       . .        . .        4.500 

Assessment  for  year  ending  5th  April  1906 
(one-third  of  Profits  for  the  three  years 
ending  31st  December  1904)       ..         ..        5,333 

I  observe  that  Messrs.  Murray  &  Carter,  in  their 
"  Guide  to  Income  Tax  Practice,"  state  that  they— 

"  are  informed  that  the  Commissioners  in  London,  in 
dealing  with  a  new  business,  assess  each  year  on  the 
profits  of  that  year  until  a  three  years'  average  can  be 
obtained.  However  equitable  this  latter  method  may 
be.  it  is  clearly  not  in  conformity  with  the  Act." 

My  experience  has  been  that  the  Income  Tax 
Surveyor  sometimes  assesses  the  profits  upon  the 
method  as  shown  in  the  above  example,  but  there 
appears  to  be  no  unanimity  of  practice,  as  in  some 
cases,  from  the  profits  given  above,  they  would  make 
the  assessment  for  the  year  ending  5th  April  1904  at 
half  of  the  profits  for  the  two  years  ending  31st  December 
1903— that  is  to  say,  they  would  take  into  account  the 
profits  which  had  accrued  during  the  year  of  assess- 
ment, whilst  other  Surveyors  would  even  go  so  far,  in 
making  the  assessment  for  the  year  ending  5th  April 
1903,  as  to  bring  into  the  average  one-quarter  of  the 
profits  of  the  year  ending  31st  December  1903.  Or, 
again,  some  Surveyors  assess  the  profits  of  each  year 
separately  until  a  three  years*  average  can  be  obtained. 

We  have,  therefore,  the  following  different  methods 
of  arriving  at  the  assessment  of  .the  year  ending  5th 
April  1903: — 

(i)  Profits  for  year  ending  31st  December 

1902         /4.000 

One-fourth  of  Profits  for  year  ending 

31st  December  1903 i>25o 


;f5,250 


Four-fifths  of  which  is  ;f 4,200. 


(2)  Three-quarters  of  Profit  for  year  ending 

31st  December  1902 /3iOoo 

One-quarter  of  Profit  for  the  year  ending 

31st  December  1903     ..         ..         ..         1,250 

For  the  year  ending  5th  April  1904  the  following 
methods  may  be  adopted  by  the  Surveyor : — 


(i)  Profit  for  year  ending  31st  December 

1902         

Profit  for  year  ending  31st   December 

1903         

One-half  of  which  is  ;^4,5oo. 

(2)  Profit  for  year  ending  31st   December 

1902         

One-fourth  of  Profit  for  the  year  ending 
31st  December  1903 

Four-fifths  of  which  is  ;^4,2oo. 


;f4.ooo 

5»OQO 
/9.000 


;f  4,000 

I>250 

/5.250 


(3)  Three-fourths  of  Profit  for  year  ending 

31st  December  1903 ;f3»75o 

One-quarter  of  Profit  for  the  year  ending 

31st  December  1904 ii75o 

;f5.5oo 

These  are  not  hypothetical  cases,  but  describe  the 
various  ways  in  which  assessments  have  been  made 
within  my  own  knowledge. 

Yours  faithfully. 


12th  February  1907. 


PRECISE. 


Income  Tax— Land  Speculation. 

{To  the  Editor  of  The  Accountant.) 
Sir, — We  have  a  client,  an  architect,  who,  having 
bought  an  estate,  is  gradually  selling  plots  for  building 
purposes.    Some  of  it  will  probably  remain  on  hand  for 
years. 

The  Surveyor  of  Taxes  requires  us  to  place  a  value 
on  what  is  left.  This,  we  contend,  is  not  fair  or 
possible  until  sold,  and  we  offer  to  account  for  all  sales 
so  that  as  and  when  the  sales  reach  the  cost  price  of 
the  estate  the  profit  may  be  assessed. 

I  shall  be  glad  to  hear  your  views  on  this  technical 
point. 

Yours  faithfully, 
^th  February  1907.  J.  A.  S. 

[It  is  not  clear  that  the  architect  is  making  an  assess- 
able profit;  it  may  be  a  casual  profit  on  Capital 
Account,  and  as  such  not  assessable.  Assuming,  how- 
ever, that  the  eventual  profit  would  be  assessable,  the 
contention  of  the  Surveyor  seems  quite  reasonable  and 
only  following  the  course  which  a  Land  Development 
Company  would  do  in  making  up  their  accounts. — 
R.  N.  Carter,  F.C.A.] 
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Check- Figure  Systems. 

{To  the  Editor  of  The  Accountant.) 

Sir, — I  was  considerably  interested  in  the  corre- 
spondence which  appeared  in  your  columns  some 
months  back  on  the  above  subject,  and  after  selecting 
the  system  which  I  judged  to  be  the  most  suitable  for 
the  purpose,  I  determined  to  put  it  to  a  practical  test. 

For  the  past  six  months  I  have  had  the  "  13  "  system 
applied  to  the  books  of  a  small  business  by  the  book- 
keeper in  substitution  for  the  usual  checking  back  of 
the  postings  every  day,  using  the  reverse  code  figure 
for  debit  and  credit  postings,  and  it  may  possibly  be  of 
interest  to  your  readers  to  hear  that  the  trial  has  been 
so  successful  that  a  further  and  more  exhaustive  trial 
is  to  be  entered  upon. 

A  record  has  been  kept  of  all  errors  which  have  been 
brought  to  light  by  its  use,  at  least  a  dozen  errors, 
either  in  additions  or  postings,  having  been  revealed. 
Curiously  enough,  however,  the  Trial  Balance  would 
not  agree,  the  difference  being  exactly  £2  i2s.,  the 
check-figure  of  which  is  "  o."  This  at  once  suggested 
an  error  in  addition,  with  the  result  that  an  error  of 
£2  I2S.  was  speedily  discovered  to  have  been  made  in 
adding  up  the  Discounts  column  of  the  Cash  Book. 
This  example  shows  the  only  real  danger  in  using  the 
system  which  I  have  yet  noticed,  because  if  the  check- 
figure  of  the  difference  had  been  anything  but  "  o  "  it 
would  have  been  revealed  in  proving  the  page  in  the 
Cash  Book  on  which  it  was  made. 

At  the  end  of  the  next  period  the  system  is  to  be 
applied  to  the  extraction  of  the  Ledger  balances,  a 
development  it  was  not  worth  trying  at  the  end  of  the 
last  period  because  the  Ledgers  had  not  been  balanced 
off  and  the  balances  brought  down  with  the  check - 
figure  inserted  alongside  as  the  basis  for  proving  the 
addition  of  the  Ledger  Accounts. 

I  may  say  that  the  check-figures  are  calculated  quite 
as  rapidly  as  the  item  is  written  in  the  Ledger,  and  the 
time  occupied  in  posting  it  back  to  the  subsidiary  book 
is  quite  negligible,  and  the  additions  to  prove  the 
additions  page  by  page  are  quickly  done.  In  fact, 
unless  there  are  many  items  which  contain  three  or 
more  figures  in  the  pounds,  the  time  occupied  is  much 
less  than  would  be  required  to  call  the  items  back. 
There  is,  however,  a  greater  liability  to  make  mistakes 
in  calculating  the  check-figure  when  the  items  contain 


so  many  figures,  so  that  I  do  not  recommend  anyone 
to  try  it  where  such  is  the  case. 

Yours  faithfully, 

STEWART  GREEN. 

Sheffield t  February  12th  1907. 


Registration  for  the  Profession. 

(To  the  Editor  of  The  Accountant,) 
Sir,— Now  that  the  "fancy  title  "of  Incorporated 
Accountant  is  assured  to  the  members  of  the  Society 
of  Accountants  and  Auditors,  might  not  an  advance 
be  made  towards  the  promotion  of  a  Bill  for  registra- 
tion on  the  following  basis  ? 

(i)  All  persons  in  practice  as  accountants  or  auditors 
shall  register  under  one  of  the  following  classes : — 

A.  Chartered  Accountants. 

B.  Incorporated  Accountants. 

C.  Public  Accountants.     * 

(2)  Those  registering  under  Classes  A  and  B  must  be 
members  of  the  Institute  (for  Class  A)  and  of  the 
Society  (for  Class  B),  and  none  shall  be  admitted  a 
member  of  either  body  without  qualification  by 
examination. 

(3)  No  person  shall  register  under  Class  C,  unless  he 
can  prove  he  has  been  continuously  in  practice  as  a 
public  accountant  or  auditor  for  (say)  two  years  prior 
to  the  opening  of  the  Register. 

(4)  Admission  to  the  Register  shall  be  made  by  an 
Accountants*  Board  composed  of  an  equal  number  of 
representatives  of  the  three  classes. 

(5)  The  Board  shall  have  power  to  impose  the  same 
discipline  on  all  members  of  the  profession. 

Yours  faithfully, 

HERBERT  A.  COX. 

London,  February  12th  1907. 


Surrender  of  Shares. 

{To  the  Editor  of  The  Accountant.) 
Sir,— The  first  year's  trading  of  a  limited  liability 
company  having  resulted  in  a  heavy  loss  consequent 
upon  the  depreciation  of  the  stock-in-trade  taken  over 
by  the  company  at  its  inception,  the  vendor  has  agreed 
to  the  cancellation  of  shares  to  the  extent  of  those 
allotted  to  him,  in  consideration  of  the  sale  to  the  com- 
pany of  the  before-mentioned  stock. 
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Can  a  modification  of  the  original  contract  for 
purchase  be  now  filed,  or  would  the  arrangement  be 
regarded  as  a  reduction  of  capital  within  the  meaning 
of  the  Companies  Acts  ? 

Yours  truly, 

ALPHA. 


The  Audit  of  the  First  Balance  Sheet  of  a  Limited 
Company. 

{^0  the  Editor  of  The  Accountant,) 

Sir, — With  reference  to  the  article  in  last  week's 
issae  of  The  Accountant  commenting  on  the  statement 
made  by  Mr.  Mitchell  that  the  effect  of  Section  8  of 
the  Companies  Act,  1900,  is  to  permit  the  issue  of  a 
company's  shares  at  a  discount,  I  do  not  feel  quite 
clear  as  to  why  this  should  not  be  so.  Subsection  i  of 
Section  8  states  that  it  shall  be  lawful  for  a  company 
to  pay  a  commission  to  any  person  in  consideration  of 
his  subscribing  or  agreeing  to  subscribe  for  any  shares 
in  the  company,  if  the  payment  of  the  commission  and 
the  rate  per  cent,  thereof  are  authorised  by  the 
articles  and  disclosed  in  the  prospectus ;  'therefore,  if 
a  company,  in  making  an  issue  of  shares  to  the  public, 
has  authorised  by  its  articles  the  payment  of  a  com- 
mission to  any  person  in  consideration  of  his  sub- 
scribing for  any  shares  in  the  company,  and  discloses 
the  same  in  its  prospectus,  it  would  not  be  illegal  for 
the  company  to  allow  or  pay  such  commission  to  all 
persons  who  send  in  applications  for  shares. 

It  seems  to  me  that  this  would  be  practically 
equivalent  to  an  offer  of  shares  at  a  discount,  which, 
however,  is  illegal.  I  should  be  glad  if  you  could 
make  this  point  clear. 

Yours  faithfully, 

C.  H.  B. 


^bituars. 


William  Qethen  Howgrave. 

We  very  much  regret  to  record  the  death  of  Mr.  W.  G. 
Howgtave,  who  will  be  well  remembered  as  the  late  Sec- 
retary of  the  Institute  of  Chartered  Accountants.*  The 
deceased  had  since  his  retirement  from  the  Institute  lived 
mostl\'^  in  the  south  of  France,  and  his  death  took  place 
suddenly  at  Pau  on  the  5th  inst.,  frQm  cedemia.    Deceased 


succeeded  Mr.  Thomas  A.  Welton  as  Secretary  of  the  old 
Institute  of  Accountants,  and  acted  as  Secretary  of  the 
present  Institute  from  the  date  of  the  Charter  in  1880  up 
to  the  year  1899,  when  he  retired  on  a  pension.  He  acted 
as  President  of  the  Institute  of  Secretaries  in  1897-8. 


Cbattete^  accountantd'  XodgCt  Tlo.  3l02« 


A  Regular  Meeting  of  the  Chartered  Accountants*  Lodge, 
No.  3162,  was  held  at  the  Gaiety  Restaurant,  Strand,  W.C., 
on  Wednesday  the  6th  February  1907. 

The  following  members  were  present : — Messrs.  W.  Plender, 
W.M. ;  J.  W.  Woodthorpe.  S.W. ;  H.  Woodburn  Kirby, 
Treasurer ;  Charles  Fox,  Secretary ;  G.  Sneath,  S.D. ; 
A.  H.  Gibson,  J.D. ;  Thos.  Bowden,  W.  Hardy  King, 
Edwaurd  Moore,  Charles  Eves,  P.  W.  Strauss,  A.  Duncan 
Barber,  C.  F.  Cape,  J.  B.  Woodthorpe,  Geofhrey  Bostock, 
J.  W.  Barratt,  T.  E.  Shuttleworth,  F.  Lindsay  Fisher, 
Herbert  J.  Page,  and  Ernest  Winn,  and  the  following 
visitors : — Messrs.  John  Stevenson,  A.  G.  West,  A.  W. 
Weston,  A.  H.  Lindo. 

Mr.  J.  W.  Woodthorpe,  S.W.,  was  elected  to  fill  the  office 
of  Master  of  the  Lodge  for  the  ensuing  year,  and  Mr.  H. 
Woodburn  Kirby,  Treasurer. 

After  the  regular  business  of  the  Lodge  was  concluded  the 
members  adjourned  and  dined  together  in  one  of  the 
spacious  rooms  of  the  Gaiety  Restaurant,  where  Mr.  W. 
Plender,  the  Master  of  the  Lodge,  presided. 

The  next  meeting  of  the  Lodge  will  be  held  on  the-first 
Wednesday  in  May  next,  at  which  the  Master  Elect  will  be 
installed  as  W.M.,  and  will  appoint  the  various  officers  to 
assist  him  in  the  work. 


IRcpicw* 


The  Central  Association  of  Accountants'  List 
of  Members,  &c. 


.    London.  1907 :  65  London  Wall,  E.C.    Price  3s.  6d. 

The  volume  now  before  us  comprises  alphabetical  and 
topographical  lists  of  members,  together  with  a  summary 
(which  follows  the  bad  practice  of  certain  other  institutions, 
in  that  it  is  unadded),  to  which  are  appended  copies  of  the 
memorandum  and  articles  of  association  of  the  undertaking, 
its  bycrlaws  and  regulations,  the  Balance  Sheet  as  on  t^ 
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30th  June  1906  (which  shows  accumulated  funds  amounting 
to  ^135  1 6s.),  the  examination  papers  set  in  June  last,  a 
couple  of  lectures  dealing  respectively  with  the  Elements 
of  Law  relating  to  Executors  and  Administrators,  and  the 
Companies  Acts,  1862- 1900,  together  with  a  prize  essay  on 
"  Irregularities  in  Accounts,  and  the  best  Methods  for  the 
Detection  and  Prevention  thereof  "  ;  to  which  are  appended 
the  Accounts  of  the  Association's  Benevolent  Fund  (which 
already  amounts  to  ^23  iis.  6d.),  regulations  relating  to  the 
library,  and  a  catalogue  of  the  library  itself.  All  this 
heterogeneous  matter  bound  up  in  a  single  volume  naturally 
produces  an  appearance  of  considerable  substance,  but  if  we 
turn  from  quantity  to  quality  we  must  confess  that  upon 
looking  through  the  list  of  members  we  have  been  unable  to 
observe  a  single  name  that  was  already  Icnown  to  us.  We 
doubt  whether  more  than  10  per  cent,  of  those  whose  names 
are  included  in  this  book  could  be  accurately  described  as 
being  bond  fide  practising  accountants,  yet  the  Association 
claims  no  less  than  241  members  in  London  alone. 


petdonaL 


Mr.  John  C.  Bolton,  Incorporated  Accountant,  has  com- 
menced practice  at  6  Birley  Street,  Blackpool. 

Mr.  Cooper  Corbidgk,  F.C.A.,  announces  that  the  firm 
of  Camm,  Corbidgk  &  Metcalfe,  Chartered  Accountants. 
17  Bank  Street,  Sheffield,  and  19A  Coleman  Street,  London, 
having  come  to  an  end,  he  will  continue  to  practise,  in  con- 
junction with  his  son  William  Gilling  Corbidge,  A.C.A., 
at  new  offices  at  19A  Coleman  Street,  London,  and  at  the 
Rojral  Insurance  Buildings,  Church  Street,  Sheffield.  The 
style  of  the  new  firm  will  be  Cooper,  Corbidge,  Son  &  Co., 
Chartered  Accountants. 

Mr.  Robert  Gair,  Incorporated  Accountant,  has  removed 
from  18  Grainger  Street  to  19  Pilgrim  Street,  Newcastle-on- 
Tyne. 

Mr.  Bernard  Hbnnbll,  Chartered  Accountant,  who  has 
been  in  the  employ  of  Messrs.  H.  F.  Knight  &  Co.,  Char- 
tered Accountants,  of  17  &  18  Devonshire  Chambers, 
Bishopsgate  Street  Without,  E.C.,  for  the  past  ten  years, 
announces  that  he  has  commenced  to  practise  at  10  Old 
Jewry  Chambers,  E.C. 

Mr.  Charles  H.  McPherson,  of  the  firm  of  McPherson, 

TiMMiNs  &  Co.,  Chartered  Accountants,  109  Colmore  Row. 

-mingham,  has  been  appointed  a  Public  Auditor  under  the 


Friendly  Societies  Act.  1896,  and  the  Industrial  and  Provident 
Societies  Act,  1893,  for  the  Birmingham  district. 

Messrs.  Meugens,  King  &  Simson,  Chartered  Accoun- 
tants, Calcutta,  announce  that  they  have  opened  a  branch 
office  in  the  Punjab,  at  Lahore,  under  the  management  of 
Mr.  Gordon  Nbison,  A.C.A.,  a  partner  in  the  firm. 

Mr.  G.  G.  Poppleton,  J.P..  C.C.,  of  the  firm  of 
Poppleton  &  Appleby,  of  London,  Birmingham,  and 
Sheffield,  has  been  appointed  a  Land  Tax  Commissioner  for 
the  County  of  Worcester,  under  the  Land  Tax  Com- 
missioners Act,  1906. 

Mr.  Walter  R.  Rawlinson,  Scottish  Provident  Build- 
ings, Belfast,  who  is  a  member  of  the  Institute  of  Chartered 
Accountants  in  England  and  Wales,  has  been  admitted  to 
membership  of  the  Institute  of  Chartered  Accountants  in 
Ireland  as  an  Associate  in  Practice. 


Aeetinds  for  tbe  ensuing  Meeft. 


Tuesday — Royal  Statistical  Society. — Paper,  *'  Statistics 
of  Production  and  the  Census  of  Production  Act 
(1906),"  by  Mr.  G.  Udny  Yule,  at  the  Society's 
Rooms,  9  Adelphi  Terrace,  Strand,  W.C. ;  5  p.m. 

Wednesday — London  Chartered  Accountant  Students 
Society. — Lecture,  "A  Summary  of  the  Principal 
Legal  Decisions  Affecting  Auditors."  by  Mr.  Hugh 
G.  Cocke.  A.C.A.,  at  the  Hall  of  the  Institute,  Moor- 
gate  Place,  E.C. ;  6  p.m. 
Sheffield  Chartered  Accountants  Students' 
Society.— Lecture,  *•  The  Banlc  of  England  and  the 
Money  Market,"  by  Mr.  G.  I.  H.  Lloyd,  at  the 
Library,  Hoole's  Chambers,  Bank  Street ;  6.45  p.m. 

Thursday-^'LKEDs  and  District  Chartered  Accountants 
Students'  Association. — Mock  Meeting  of  Creditors 
(Mr.  R.  A.  Chadwick.  Solicitor,  will  represent  the 
Debtor)  at  the  Law  Institution,  Albion  Place, 
6.30  p.m. 
Glasgow  Chartered  Accountants  Students* 
Society. — Lecture,  "  Fee  and  Life-rent  and  Appro- 
priation," by  Mr.  J.  A.  Todd,  B.L. 

Frw^y— Bristol  Chartered  Accountants  Students* 
Society. — Lecture,  "The  Preparation  of  Accoun- 
tants' Certificates  for  Purposes  of  Joint  Stock  Com- 
panies' Flotations."  by  Mr.  A.  F.  Dodd,  F.C.A.,  at 
the  Library  of  the  Society,  Albion  Chambers » 
Bristol ;  5.30  p.m. 
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Dotel  accountfno* 


By  F.  W.  Lafrentz.  C.P.A. 


An  address  delivered  before  the  students  of  the  New  York 
University  School  of  Commerce,  Accounts,  and  Finance. 


The  accountant  who  wants  to  do  hotel  work  must  get  into 
the  thick  of  it  and  learn  the  hotel  business  from  the  ground  up. 
Wlien  you  come  to  put  in  a  system  for  a  large  establishment, 
if  the  men  who  are  assigned  to  the  duties  of  heads  of  depart- 
ments are  in  the  least  fractious,  and  for  one  cause  or  another 
do  not  want  your  plan  to  succeed,  you  may  be  under  the 
necessity  of  doing  the  work  yourself.  So,  I  say,  a  person  in 
order  to  make  a  success  of  this  and,  I  presume,  of  any 
accounting  work,  really  must  first  of  all  study  the  conditions. 
It  stands  to  reason  that  you  cannot  lay  down  a  system  that 
wrtll  fit  every  case.  For  instance,  for  the  purpose  of  checking 
oat  the  sales  of  food  through  the  kitchen  you  must  know  the 
physical  lay-out  of  that  kitchen  in  order  to  know  what  to  do 
to  get  a  line  on  all  the  things  that  are  passing  out  of  it. 

There  are  two  kinds  of  hotels  now  in  this  country,  those 
conducted  on  the  European  plan  and  those  on  the  American 
plan.  The  American  plan  house  is,  of  course,  a  compara- 
tively simple  matter,  because  whoever  is  in  charge  of  the 
restaurant  end  of  it  knows  how  many  guests  there  are  in  the 
house  and  knows  how  many  he  must  provide  for,  and  can 
bay  accordingly.  The  European  plan  house,  that  in  which 
you  pay  jnst  for  what  you  get  and  nothing  more,  must  keep 
in  stock  everything  a  guest  may  call  for.  So  you  see  the  two 
axe  entirely  different  in  character.  Very  often  houses  run 
both  plans,  the  American  and  the  European,  and,  of  course, 
\*ou  most  fit  a  system  to  that  condition.  It  is  very  difficult 
at  times  for  a  hotel  to  keep  track  of  its  guests  when  run  on 
the  two  plans.  I  have  seen  places  where  they  make  the 
division  by  having  coloured  waiters  for  the  American  plan 
and  white  for  the  European  plan  guests.  And  there  lay  the 
distinction  as  far  as  the  two  kitchens  were  concerned. 

Recollect  that  the  hotel  business  is  one  of  infinite  detail. 
If  a  check  signed  by  a  guest  is  lost  you  have  trouble.  It  is 
a  good  deal  like  a  bank  check.  You  can  only  get  the  money 
when  yon  produce  the  article.  On  the  other  hand,  waiters 
in  big  hotels  very  often  manage  to  obtain  checks  on  the  out- 
side, checks  that  do  not  belong  and  are  not  dealt  out  by  the 
comptroller  of  the  hotel,  and  if  they  do  that  they  may 
swindle  the  hotel  out  oi  a  lot  of  money  before  they  are 
found  out. 

The  main  difficulty,  of  course,  is  in  the  sales  end,  the  pur- 
chase end  being  more  readily  taken  care  of.  If  you  are  not 
carefnl  the  receiving  clerk  will  be  placed  under  the  charge 
of  the  steward,  which  is  wrong.    The  receiving  clerk  should 


be  directly  responsible  to  the  main  office.  If  your  order 
system  is  a  proper  one,  and  any  order  system  will  do  so  long 
as  you  have  a  record,  you  will  have  very  little  trouble  if  you 
insist  that  no  goods  shall  be.  received  by  the  receiving  clerk 
without  the  bill  accompanying  the  goods.  I  do  not  mean 
that  you  should  make  that  rule  hard  and  fast,  because  there 
may  be  times  when  you  want  the  goods,  bill  or  no  bill. 

The  receiving  clerk  keeps  a  book  called  the  "  Receiving 
Clerk's  Book,"  in  which  he  puts  down  the  name  of  the  firm 
or  corporation  from  whom  the  purchase  has  been  made,  and 
the  amount  of  the  invoice.  When  there  is  no  bill  with  the 
goods  he  enters  the  goods  in  detail,  so  that  when  the  bill 
does  come  in  he  may  check  it  with  his  Receiving  Book. 
Where  the  plant  is  very  large,  there  are  separate  receiving 
clerks  for  the  merchandise  which  is  used  in  the  kitchen  and 
for  the  cigars  and  wines,  because  one  man  is  unable  to  attend 
to  both.  At  the  end  of  the  day  the  receiving  clerk  foots  up 
.  his  Receiving  Book  and  makes  a  statement  of  the  goods 
received,  so  far  as  totals  are  concerned.  He  attaches  to  that 
statement  all  of  the  invoices  with  his  stamp  on  each,  which 
means  that  the  goods  have  been  received  and  put  into  the 
storeroom,  and  gets  the  purchasing  agent's  initials  as  to  price. 
All  these  goods  are  treated  as  though  they  had  been  put 
into  a  store,  so  that  when  the  statement  goes  up  to  the  head 
office,  to  the  Purchase  Journal  clerk,  he  makes  his  entries 
from  the  bills  and  produces  a  statement  of  totals  which  is 
handed  to  the  head  bookkeeper. 

On  this  statement  you  will  find  the  headings  of  the  Pur- 
chase Journal.  In  other  words  he  makes  a  distribution  of 
his  bills  on  his  Purchase  Journal,  which  is  a  columnar 
journal,  ruled  according  to  what  you  want  to  show.  There 
must  be  agreement  between  the  storeroom  and  Purchase 
Journal  statements.  At  the  end  of  the  month  we  get  a  total 
from  the  receiving  clerk  that  must  agree  with  the  Purchase 
Journal  clerk's  record,  so  far  as  the  purchase  of  stores  is 
concerned. 

By  a  similar  process  to  that  which  we  employ  in  getting 
the  goods  into  the  storeroom,  we  get  them  out,  that  is,  by 
means  of  a  statement.  At  the  end  of  the  day  we  know  the 
receipts  from  every  department.  We  also  know  the  cost  of 
production,  because  everything  that  has  been  used  in  the 
kitchen  or  elsewhere  has  been  reported  from  their  various 
sources.  All  these  records  are  gathered  up  and  sent  daily 
to  the  head  bookkeeper,  who  has  the  means  of  entering  upon 
his  books  what  is  necessary  to  produce  the  profit  and  loss 
and  assets  and  liabilities  statements. 

We  have  also  a  system  of  checks  by  means  of  the  bills  of 
purchases  by  guests.  The  bills  are  usually  made  by  a  bank- 
note company,  so  that  they  cannot  be  duplicated  without 
great  difficulty,  and  are  numerically  arranged.  They  bear 
the  waiter's  number  and  are  handed  out  to  the  waiters  and 
to  those  who  are  in  charge  of  sales  of  all  kinds,  just  as  money 
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is  handed  out.  For  that  purpose  we  have  a  comptroller, 
meaning,  in  this  case,  merely  a  man  to  control  the  sales. 
He  sees  to  it  that  all  the  checks  that  are  received  by  him 
are  safely  stored  until  wanted,  that  they  are  given  out  to 
those  entitled  to  them,  and  that  a  record  of  the  numbers  is 
made,  so  that  if  a  check  is  missing,  he  can  put  his  finger  on 
the  man  who  should  account  for  it.  In  addition,  we  have 
checkers  sitting  at  the  entrance  to  the  various  places  out  of 
which  these  sales  are  made.  As  a  waiter  passes  with  a  tray 
full  of  articles,  he  must  first  of  all  present  himself  to  one  of 
these  checkers  and  show  what  his  check  calls  for.  The 
checker  puts  under  that  waiter's  number  the  amount  of  the 
article  he  is  taking  out  and  also  stamps  the  same  amount 
opposite  that  item  on  the  waiter's  check.  The  large 
checkers'  sheets  are  taken  by  the  comptroller  the  next  day 
and  every  check  is  compared  with  that  sheet  to  see  that  they 
correspond  one  with  the  other.  If  there  are  any  missing 
items  or  checks,  the  waiter  has  to  pay  that  amount  or 
produce  the  check. 

Each  department  has  a  cashier.  If  a  guest  pays  for  his 
purchase  the  cashier  takes  the  amount  and  enters  it  in  a 
Counter  Book.  If  it  is  cash  it  is  entered  on  the  one  side  and 
a  division  made  of  the  sale  as  to  what  it  covers — food,  wine, 
cigars,  and  so  on.  If  it  is  a  charge  sale,  it  is  entered  on  the 
other  side  and  the  purchaser's  name  put  alongside  of  it. 
Two  of  these  books  are  used  alternately,  one  one  day  and 
another  the  next.  Every  other  day  the  comptroller  gets 
this  book,  foots  it  up  and  balances  with  the  checks  which 
are  independently  controlled  by  adding  machines  and  other- 
wise. Then  the  business  by  departments,  all  of  which  is 
reported  immediately  on  the  morning  following,  is  segregated 
on  the  basis  of  the  kind  of  goods  that  have  been  sold ;  so 
that  here  you  have  an  uncontrolled  report  in  the  first 
instance  of  the  total  amounts  received  by  the  departments 
and  the  charges  by  departments.  That  report  goes  to  the 
treasurer  or  bead  cashier,  and  each  department  cashier, 
having  a  balance  at  the  beginning  of  the  day,  must  turn  in 
the  amount  of  money  taken  in  through  the  day.  The 
treasurer  knows  how  much  has  been  received  by  each 
cashier  according  to  the  comptroller's  report,  and  should 
enter  on  his  books  the  amounts  called  for  by  the  comptroller, 
not  the  actual  amounts  turned  in  by  the  cashiers.  This  is 
contrary,  to  be  sure,  to  the  general  rule  of  accounting,  that 
the  actual  cash  received  rather  than  the  comptroller's 
statement  should  be  entered.  In  this  case,  however,  it 
would  throw  everything  upside-down  if  we  followed  the 
usual  rule,  because  the  comptroller  analyses  the  sales,  and 
it  would  be  necessary  to  make  a  deduction  here  or  there  in 
order  to  square  the  cash,  if  it  were  over  or  short.  What  we 
do  is  to  create  an  '*  Over  and  Short  Account"  upon  the 
Ledger,  in  which  we  put  down  each  day,  item  for  item,  the 
amount  over  or  short  by  the  several  people  in  charge  of 


cash.  If  a  person  is  always  over  or  always  short,  he  is  not 
wanted.  However,  you  must  insist  upon  having  the  truth 
if  you  can  get  it.  I  do  not  mean  to  say  that  you  always  can 
get  it. 

The  front  office  cashiers  are  treated  in  like  manner.  They 
have  to  report  overs  and  shorts.  There  used  to  be  a  time 
when  the  proprietor  said, "  if  you  are  over  I  want  the  money, 
and  if  you  are  short  I  want  the  money."  We  maintain  that 
such  a  rule  produces  dishonesty.  If  he  is  over,  let  him  turn 
it  over.  If  he  is  short  and  it  is  an  honest  shortage,  let  it 
off^set  the  *'  over  "  account.  It  stands  to  reason  that  a  man 
working  on  a  salary  cannot  make  up  large  losses,  if  honestly 
made,  and  he  will  find  a  way  of  getting  them  back  again. 
If  he  cannot  get  it  out  of  the  house  he  will  get  it  out  of  the 
customer  by  making  short  change  in  changing  bills. 

The  comptroller  keeps  a  very  large  sheet,  though  it  is  not 
larger  than  it  needs  to  be  if  you  have  a  number  of  depart- 
ments, in  which  he  enters  daily,  first  of  all  the  amount  of 
departments  and  then  the  segregated  accounts  of  sales.  On 
each  side  of  the  sheet  are  the  days,  numbered  from  i  to  31  ; 
at  the  top  is  simply  the  date,  month,  and  year,  so  that  this 
one  page  will  run  a  month.  It  is  designed  to  take  in  the 
previous  month's  totals  and  to  give  a  grand  total  for  the 
period,  and  therefore  runs  a  year  at  a  time.  It  is  taken  by 
the  auditors,  and  from  it  the  verification  of  the  General 
Ledger  is  made. 

One  of  the  most  important  parts  of  the  hotel  is  the  room 
clerk  division.  The  room  clerk  should  know  at  any  time 
what  rooms  are  occupied,  what  rooms  will  be  vacated  during 
the  day,  and  what  rooms  have  been  reserved.  At  the  end  of 
the  day  a  night  shift  is  put  on  and  a  night  auditor  with  them. 
The  night  auditor  goes  over  the  room  rack  and  makes  up  the 
room  record,  which  is  arranged  numerically  and  gives  the 
total  capacity  of  the  house.  Opposite  each  room  number, 
where  the  room  is  occupied,  is  placed  the  price  at  which  it 
has  been  let ;  so  that  he  can,  at  the  end  of  the  day,  make  up 
a  statement  for  the  house  for  that  day.  That  statement 
comes  to  the  head  bookkeeper.  It  comes  to  the  comptroller 
and  along  with  it  he  receives  a  report  of  the  housekeeper, 
also  numerically  arranged  and  by  floors,  showing  what  rooms 
are  occupied.  That  method  prevents  sleepers  from  crawling 
in.  Very  often  guests  leave  and,  if  the  management  is  not 
watchful,  the  rooms  are  allowed  to  be  left  vacant  because 
they  are  thought  to  be  occupied. 

The  carriage,  laundry,  newspaper,  theatre  ticket  business, 
and  everything  else  of  the  kind  is  run  on  the  same  general 
plan.  People  very  often  buy  such  things  as  newspapers  and 
have  them  charged  up,  which  makes  a  great  deal  of  book- 
keeping necessary. 

We  have  seen,  therefore,  that  from  the  comptroller  we 
obtain  a  statement  of  all  income  for  the  general  books..  The 
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head  bookkeeper  knows  the  total  income  every  day  just  as 
the  comptroller  knows  it.  He  gets  a  statement  from  the 
treasurer  or  cashier  of  the  receipts  and  the  disbursements, 
similar  to  the  one  he  gets  from  the  comptroller.  The  head 
bookkeeper,  you  see,  is  a  man  to  be  looked  up  to.  He  knows 
what  charges  have  gone  through  against  accounts  of  guests, 
and,  as  a  result,  knows  the  amount  to  be  charged  against  all 
accounts  receivable.  He  knows  from  the  front  office  what 
payments  have  been  made  by  guests  who  have  charge 
accounts.  He  has  the  verification  from  the  comptroller. 
Deducting  one  from  the  other,  together  with  the  allowances 
if  any,  he  knows  the  balance  of  accounts  receivable,  which 
you  should  find  on  the  Guest  Ledger. 

I  do  not  not  mean  to  say  that  you  can  make  this  balance 
come  into  agreement  to  a  penny  in  a  large  business,  because 
a  hotel  is  never  at  rest.  It  is  unlike  any  other  business  in 
that  respect.  Any  other  business  that  we  know  anything 
about,  except  a  railroad,  closes  down  once  in  a  while  to  find 
where  it  stands,  but  a  hotel  must  keep  going.  There  is 
always  something  overlappmg.  A  man  comes  in  at  one 
o'clock  in  the  morning  and  wants  something  to  eat.  If  you 
should  take  off  a  balance  before  or  after  that,  it  would  be 
inaccurate.  As  a  rule,  the  Guest  Ledger  is  a  little  closer  to 
the  situation  than  the  comptroller's  record. 

The  bookkeeper  behind  the  counter  has  to  enter  on  his 
Guest  Ledger  every  item  that  is  chargeable  to  a  guest.  When 
the  guest  wants  to  depart  he  has  to  have  a  bill  ready.  If  a 
guest  wants  his  vouchers,  they  have  to  be  found  in  the 
comptroller's  office,  where  they  are  kept.  We  have  provided 
in  one  instance,  and  with  great  success,  a  billing  machine. 
As  fast  as  the  charge  checks  come  through  the  bookkeeper 
takes  them,  enters  them  on  his  Ledger  and  makes  the  bill.  In 
other  words,  he  keeps  his  bills  right  up  to  date,  as  mercantile 
houses  very  often  do  now.  so  that  the  bill  is  ready  for  the 
guest  whenever  he  comes  for  it.  It  is  a  good  thing  to  have 
the  bills  ready  when  the  guest  is  ready  to  go,  because  it 
prevents  the  accumulation  of  large  accounts  receivable  on 
the  books.  If  a  bill  is  not  made  out  when  a  guest  wishes  to 
leave,  the  Transient  Ledger  is  relieved  of  that  item  and  it  is 
put  into  another  Ledger.  Transient  items  are  entered,  where 
the  accounts  are  alive  and  the  guest  has  not  left  the  place. 

There  are  many  devices  covering  the  entrance  of  employees 
into  their  place  of  employment.  There  is  one  means  of  keep- 
ing a  record  in  the  main  office  which  will  go  with  any  of 
these  devices.  It  is  always  necessary,  of  course,  to  have 
someone  charged  with  the  duty  of  making  the  contract  of 
employment  and  of  keeping  track  of  the  men  in  and  out. 
Cards  are  provided,  on  the  back  of  which  is  the  contract  of 
employment,  which  is  signed  by  the  employee.  The  card 
gives  the  department  in  which  he  is  to  be  employed,  his 
Dumt>er,  locker  number,  occupation,  wages  he  is  to  receive, 
dale  on  which  he  was  employed  and  name  of  the  person 


authorised  to  hire.  Attached  to  the  card  is  a  stub,  on  the 
back  of  which  is  the  name  of  the  employee,  his  department 
and  number,  and  his  signature  for  identification.  This  card 
is  sent  to  the  paymaster  in  the  head  office.  He  fills  out  the 
face  of  the  card,  giving  the  employee's  name,  date  of  employ- 
ment, and  salary.  At  the  end  of  the  month,  or  sooner,  if  the 
man  or  woman  is  dismissed  or  retires  from  employment,  the 
absence  of  the  person  is  noted  on  this  card  ;  that  is  again 
apparently  getting  the  record  the  wrong  way,  though,  as  a 
matter  of  fact,  it  is  not.  So  far  as  the  head  office  knows, 
this  man  is  in  the  employ  of  the  hotel,  though  he  may  have 
left  two  or  three  days  before  ;  but  when  he  leaves  the  date  of 
his  leaving  is  marked  on  the  stub,  which  he  must  produce  in 
order  to  get  his  balance.  His  time  is  made  up  from  the 
time  books  of  the  department,  in  which  are  noted  days  of 
absence,  then  the  absent  days  and  any  charges  for  uniforms 
or  breakages  are  deducted  and  a  balance  struck.  When  be 
receives  the  balance,  he  receipts  for  it  on  the  card.  Of 
course,  at  the  end  of  the  month  or  on  such  days  as  regular 
payments  are  made  pay  envelopes  are  made  up  and  the  man 
can,  by  producing  his  credentials,  receive  his  money.  All 
of  this  is  grouped  on  statements  giving  the  total  wages, 
deductions  for  uniforms,  breakages,  absence  and  cash  interim 
payments,  and  showing  balance  to  be  finally  paid  on  the  pay 
day. 

It  is  better  to  have  accounts  with  all  tradesmen  than  to 
employ  what  is  known  as  the  voucher  system.  We  want  to 
know  how  much  we  buy  from  each  tradesman,  what  amount 
of  money  we  pay,  what  discounts  we  get  off,  and  the 
voucher  system  does  not  tell.  In  addition,  we  have  a 
Voucher  Register  so  that  we  record  the  vouchers,  crediting 
the  Voucher  Account  on  our  Geceral  Ledger.  The  cashier 
merely  reports  the  number  of  vouchers  paid,  but  does  not 
classify  his  payments. 

We  have  seen  how  all  the  departments  must  report  to  the 
head  bookkeeper.  He  is  supposed  to  keep  nothing  but  the 
General  Ledger.  That  General  Ledger  is  arranged  with 
about  twenty  or  twenty-five  difierent  rulings,  making,  as  it 
were,  twenty-five  separate  Ledgers  all  bound  in  one  cover. 
It  is  so  ruled  that  he  can  put  down  daily  under  the  head- 
ings what  has  transpired  in  each  division,  and  is  so  arranged 
that  it  may  be  added  up  and  balanced  daily,  the  balance 
being  thrown  out  into  a  balance  column.  The  head  book- 
keeper produces  a  statement,  the  first  two  columns  of  which 
show  the  changes  in  the  General  Ledger  Accounts  during 
the  day.  It  is  a  rule  to  enter  all  cash  transactions  in  red 
figures,  book  entries  in  black.  The  next  two  columns  are 
profit  and  loss  for  the  period,  and  the  next  two  columns 
show  the  assets  and  liabilities.  The  statement  is  so 
arranged  as  to  have  the  assets  and  liabilities  at  the  top  of 
the  sheet  and  the  Profit  and  Loss  Account  below  for 
convenience. 
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The  question  may  arise  in  your  minds  as  to  whether  this 
is  an  expensive  system  or  not.  It  is  the  most  economical  to 
be  found.  It  necessitates  keeping  every  department  and 
every  book  up  to  date.  If  there  is  a  laggard,  he  is  found 
out  at  once.  If  there  is  an  error,  it  is  found  out  at  once, 
not  thirty  days  or  six  months  later,  when  the  information  is 
of  no  use.  Even  for  the  largest  houses  three  or  four  men 
will  do  all  the  work,  including  the  treasurer's  business  in 
the  main  oflSce.  It  is  the  system,  the  inevitable  thing  to  be 
done  every  day,  that  makes  it  a  success  and  easy  to  run, 
easy  to  look  after ;  and,  of  course,  it  is  a  pleasure  for  the 
proprietor  to  know  how  he  stands  all  the  time.  With  a 
system  of  this  kind,  of  course,  you  must  take  stock 
periodically  to  prove  the  Storeroom  Accounts,  but  you  have 
a  check  on  that  stock  if  you  have  kept  your  accounts  pro- 
perly. Out  of  stocks  running  up  to  nearly  $100,000  the  rule  is 
to  come  within  $200  of  the  amount  at  stocktaking  ;  and 
that  stock  is  taken  not  only  by  the  parties  who  have  control  of 
it,  but  by  auditors  who  have  nothing  to  do  with  the  running 
of  the  place. 

I  have  not  gone  into  the  question  of  returns  of  merchan- 
dise because  you  all  understand  that  the  entries  being  the 
reverse  of  the  receipts  of  goods,  the  record  is  the  same  as 
with  receipts,  except  that  it  is  treated  on  the  other  side  of 
the  account.  In  regard  to  the  question  of  allowance  to 
guests,  which  is  sometimes  important,  I  may  add  that  allow- 
ances of  every  kind  must  be  made  by  the  management.  A 
record  of  the  item  is  made  in  an  Allowance  Book,  which  is 
initialled  by  the  manager  or  proprietor. 

(Joumai  of  Accountancy^  N.Y.) 


factors  accounting  a8  applied  to 
/Dacbfne  Sbops.— vl 


By  John  Whitmore. 


It  may  be  taken  for  granted  that  one  of  the  chief  ends  to 
be  striven  for  in  the  organisation  of  a  factory  is  the  perfect 
co-ordination  of  the  work  of  the  several  departments  so  that 
friction,  in  its  simplest  sense,  may  be  eliminated.  It  has, 
perhaps,  been  made  plain  that  in  order  to  achieve  this  not 
merely  mutual  goodwill  is  necessary,  but  a  strong  effort  at 
mutual  understanding,  and  the  careful  working  out  of  inter- 
departmental routine.  These  three  requisites  are  perhaps 
most  often  created  in  exactly  the  reverse  of  the  order  stated. 
If  the  relations  between  the  departments  are  properly 
established,  mutual  understanding  and  helpfulness,  and  the 
sense  of  a  common  effort,  should  inevitably  follow. 


The  principle  that  cordial  co-operation  is  a  great  gain  is 
doubtless  universally  recognised.  Its  application  so  far 
would  probably  be  undisputed.  The  question  to  be 
broached  and  a  little  considered  here  is  whether  it  is  not  of 
equally  unrestricted  application  when  the  co-operation  is 
that  between  employer  and  employed,  or  whether  it  ceases 
to  be  applicable  because  interests  are  no  longer  the  same, 
but  are  conflicting! 

There  is  no  doubt  that  the  interests  of  employer  and 
employed  are  identical  to  this  extent :  that  waste,  if  it  goes 
far  enough,  will  be  fatal  to  both,  and  that  it  is  impossible  to 
be  sure  that  any  waste  injures  only  the  one,  or  only  the 
other.  The  conflict  must  be  assumed  to  come  in  the 
division  of  the  return  secured  by  employer  and  employed 
—by  the  capital  of  the  former,  and  the  labour  of  both,  in 
combination — and  not  to  be  as  to  the  common  desirability 
that  the  return  available  for  division  shall  be  as  large  as 
possible.  But,  under  modem  factory  conditions,  can  the 
two  matters  ever  be  separate  ?  Will  the  total  return  to 
employer  and  employed  ever  be  the  same  with  one  scale 
and  system  of  wages  as  with  another  ? 

There  is  nothing  new  in  the  proposition  that  larger  profits 
to  capital  may  be  secured  by  paying  higher  wages.  The 
contention  is  at  the  basis  of  every  premium  or  bonus  or 
profit-sharing  system.  It  is  possible,  perhaps,  to  take  the 
narrow  view  that  such  plans  are  a  coaxing  of  a  somewhat 
refractory  element  to  do  its  best.  The  broader  view  is  that 
first  the  stirring  of  ambition  and  hope,  and  ultimately 
changed  physical  conditions,  make  possible  good  work 
which  otherwise  was  not  possil)|e. 

Again,  no  employer  believes  that  it  is  desirable  for  wages 
to  fall  below  a  certain  point,  at  the  lowest  the  point  at 
which  it  is  possible  for  the  labourer  to  maintain  a  certain 
physical  efficiency.  If  the  work  to  be  done  is  purely 
physical,  and  if  there  is  no  better  and  no  worse  to  it,  and  if 
its  quantity  can  be  ensured,  there  is  an  apparent  gain  in 
paying  no  higher  wages  than  will  suffice  to  the  end  stated. 
Moral'  considerations  have,  however,  some  standing,  else 
one  might  urge  the  supreme  economy  of  stealing  one's  raw 
materials  if  one  could  only  find  out  a  way  to  do  it  safely. 
There  is,  indeed,  a  close  parallel  between  the  underpayment 
of  labour  and  stealing,  inasmuch  as  in  each  there  is  or  may 
be  a  material  gain  made  for  oneself  at  the  cost  of  a 
measure  of  destruction  probably  both  material  and  moral 
to  others. 

There  is  a  very  general,  perhaps  a  universal,  recognition 
on  the  part  of  employers  that  the  fullness  of  value  received 
for  wages  paid  increases  as  the  wages  rise.  It  troubles  no 
employer  if  he  lose  men  to  whom  the  lowest  wages  are  paid. 
Concerning  men  to  whom  high  wages  are  paid  there  is  a 
feeling  that  they  are  valuable,  that  one  cannot  afford  to  lose 
them.     Where  the  highest  salaries  are  paid  there  is  not 
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mfrequently  so  keen  a  sense  of  the  profit  to  the  employer 
that  he  insures  the  life  of  the  employee.  It  may  be  said 
that  one  is  indifferent  about  losing  the  cheaper  labour 
because  it  can  be  most  readily  replaced,  but  that  is  only 
another  aspect  of  the  fact  that  it  is  the  least  profitable 
labour  to  buy. 

The  wages  that  can  be  paid  to  any  man  are  obviously 
limited  by  two  conditions :  first,  the  opportunity  for  valuable 
work  in  the  position  held ;  and  second,  the  ability  of  the 
man  to  avail  himself  of  the  opportunity  And  nothing  in 
the  whole  matter  seems  clearer  than  that  the  higher  the 
u-ages  that  are  justified  and  paid,  the  greater  the  profit  to 
both  employer  and  employed. 

Modem  factory  conditions,  including  the  high  value  of 
the  machinery  employed,  and  the  constant  improvements  in 
processes  resulting  in  constantly  new  situations,  in  each  of 
which  new  opportunities  for  further  improvements  still  are 
discovered,  and  the  mutual  dependence  of  all  departments 
and  all  workmen  because  of  the  specialisation  of  labour, 
these  seem  to  open  up  to  almost  or  quite  everyone  engaged 
in  manufacturing  operations  an  incomparably  greater  range 
than  formerly  of  responsibilities  and  possibilities  of  useful- 
ness. These  possibilities  of  usefulness  depend,  however,  for 
anything  like  a  full  development  of  them  upon  an  able  and 
>hise  organisation.  The  work  of  organisation  includes  the 
taking  stock  oi  the  resources  at  one's  command  and  planning 
the  fullest  use  of  them  all.  One  of  these  resources  is  likely 
to  be  cash  and  another  the  intelligence  of  employees,  and 
the  organisation  is  imperfect  which  allows  either  of  these 
to  be  unused  or  only  partially  used  when  the  need  for  their 
full  use  exists. 

The  existence  of  unused  resources  in  the  intelligence  of 
subordinate  employees  in  factories  has  been  of  later  years 
recognised  to  a  considerable  extent,  and  hence  the  not 
uncommon  standing  offers  of  prizes  to  workmen  for  sugges- 
tions which  prove  of  value.  The  idea  is  undoubtedly  a 
sound  one ;  the  method  of  giving  it  effect  impresses  one  as 
elementary.  The  appeal  is  certainly  a  simple  one ;  the 
response,  according  to  all  accounts,  is  always,  or  almost 
always,  worth  while. 

Without  questioning  the  stimulus  given  by  the  opportunity 
to  earn  more  money,  it  may  be  confidently  said  that  it  is  not 
of  itself  adequate  to  the  securing  of  the  desired  end.  It  may 
be  even  doubted  whether  this  appeal  constitutes  the  right 
starting  point  in  the  matter.  The  fullest  response  is  likely 
to  come  where  more  is  first  asked  of  men,  not  in  volume  of 
physical  labour,  but  in  thoughtfulness  and  judgment  and 
the  sharing  of  responsibilities.  Out  of  the  attitude  so 
created  the  maximum  physical  effort  comes  naturally.  And 
opon  the  full  exercise  of  all  a  workman's  abilities  there 
most  follow  an  adequate  rise  in  his  wages,  and  as  an  element 
in  this,  and  perhaps  a  very  important  one,  there  may  be 


included  a  constant  adjustment  of  the  wages  paid  upon  the 
basis  of  certain  results  produced. 

If  a  superintendent  of  a  shop  were  to  single  out  one  work- 
man of  average  ability,  and  develop  a  practice  of  talking 
over  the  shop  problems  with  him,  giving  and  asking  opinions, 
such  a  workman  probably  ninety-nine  times  out  of  one 
hundred  would  respond  warmly,  and  would  presently  be 
observing  and  considering  more  carefully,  and  forming  new 
judgments  and  freely  communicating  them.  It  is  worth 
while  to  consider  whether  such  an  effect  could  be  created, 
not  in  relation  to  a  single  workman,  but  in  relation  to  the 
whole  of  a  force  of  workmen.  Such  a  result  must  always 
depend  to  a  great  degree  upon  the  largeness  and  saneness 
of  mind  possessed  by  superintendents  and  foremen,  but  this 
is  a  spirit  that  may  be  either  developed  or  discouraged,  and 
one  favourable  condition  will  have  been  created  if  the 
principle  of  appealing  to  the  thoughtfulness  and  judgment 
of  the  individual  workman  can  in  some  way  be  incorporated 
in  the  shop  routine. 

Inasmuch,  however,  as  no  feature  of  the  shop  organisation 
which  involves  the  relations  between  management  and 
workmen,  or  employer  and  employed,  can  remain  unaffected 
by  the  wage  system,  it  will  be  well  to  consider  this  before 
arriving  at  any  conclusions. 

The  commonest  wage  system  in  machine  shops  is  doubt- 
less the  piece-work  system.  That  paying  according  to  the 
quantity  of  work  done  results  in  all  or  almost  all  workmen 
doing  more  than  they  do  under  a  system  of  straight  day 
wages  is  abundantly  plain.  Its  adoption,  too,  has  doubtless 
been  favoured  by  the  fact  that  there  is  nothing  complex  in 
the  idea  or  in  the  clerical  work  necessitated.  The  operation 
of  the  piece-work  system  in  most  shops  is  indeed  too  simple 
and  does  not  include  the  painstaking  necessary  to  either  the 
fullest  justice  or  effectiveness.  There  is  often  a  failure  to 
appreciate  the  time  required  to  set  the  rates  intelligently, 
and  consequently  the  staff  assigned  to  this  work  is  inadequate. 
If  rates  are  hastily  set  they  may  be  too  low  and  the  workman 
has  just  grounds  for  protesting,  and  is  then  perhaps  in  many 
instances  allowed  his  time  rate,  or  they  may  be  too  high, 
and  reductions  follow.  The  commonest  condition  is  that 
workmen  come  to  recognise  that  if  their  earnings  under  any 
piece  price  are  high  the  piece  price  will  be  lower  thereafter, 
and  output  is  likely  to  be  regulated  so  as  not  to  bring  about 
reductions  in  the  prices.  The  simplest  remedy  for  these 
great  defects  would  seem  to  be  to  set  the  piece  prices  after 
sufficiently  careful  calculation  of  the  time  occupied,  and 
then  to  make  them  unchangeable  for  a  considerable  period, 
unless,  of  course,  a  process  should  be  changed,  and  finally 
when  the  time  comes  for  revision  to  make  only  absolutely 
necessary  changes  and  with  such  liberality  as  would  ensure 
the  assent  of  reasonable  men. 
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An  obvious  shortcoming  in  the  ordinary  piece-rate  system 
is  that  it  makes  no  distinction  as  to  the  time  required  on  a 
job.  That  is,  the  labour  value  is  taken  to  be  the  same 
whether  the  machine  cost  is  increased  or  decreased  by  the 
workman  being  quicker  or  slower.  This  shortcoming,  with 
others  in  ordinary  piece-rate  systems,  was  dealt  with  and 
probably  overcome  in  what  is  known  as  the  differential 
piece-rate  system  invented  a  number  of  years  ago  by 
Mr.  F.  W.  Taylor,  of  Bethlehem,  Pa.  Under  this  system 
the  piece  prices  are  set  with  great  care,  being  upon  careful 
observations  of  the  time  required  for  each  element  of  the 
job,  and  then  the  price  is  varied  according  to  the  time  taken, 
the  highest  price  being  paid  for  the  quickest  work,  or,  in 
other  words,  the  labour  value  being  taken  as  highest  when 
the  machine  cost  is  kept  at  its  lowest.  Of  course,  whenever 
time  consumed  on  the  respective  jobs  is  affecting  the  day's 
wages,  efficient  inspection  is  especially  necessary,  prices 
being  set  for  good  work  and  not  for  bad  work. 

The  second  widely  used  plan  of  paying  machine  shop 
labour  is  the  premium  plan.  This  plan  also  was  invented 
many  years  ago,  and  has  doubtless  been  infinitely  varied  in 
actual  use.  The  original  idea  was  to  fix  a  reasonable 
average  time  for  each  job,  and  to  pay  the  workman  his 
hourly  rate  for  the  time  spent  on  the  job,  and  if  the  time 
consumed  was  less  than  the  time  set,  to  give  the  workman 
part  of  his  wages  for  the  time  not  consumed.  If  time  is  set  no 
higher  than  would  be  taken  without  the  premium  feature  of 
the  wages  the  gain  to  the  employer  is  twofold  :  first,  a  lower 
labour  cost ;  and  second,  a  lower  machine  cost.  The  gain  to 
the  workman  is  everything  paid  to  him  as  premium,  inas- 
much as  his  hourly  rate  is  undisturbed. 

The  fact  that  under  the  premium  plan  the  hourly  rale  is 
undisturbed  is  the  essential  difference  between  the  piece- 
work plan  and  the  premium  plan,  and  I  believe  the  differ- 
ence is  decidedly  in  favour  of  the  premium  plan.  The 
responsibility  is  fairly  placed  upon  the  employer  of  paying 
a  man  the  wage  rate  that  properly  belongs  to  his  work  or  of 
dismissing  him  as  unsatisfactory.  The  employer  must 
assume  this  responsibility  or  suffer  loss.  If  a  poor  workman 
earns  low  piece-rate  wages,  and  the  matter  is  assumed  to  be 
all  right  because  the  wages  correspond  to  the  work  done, 
the  cost  of  the  work  is  likely  to  remain  very  high  because  of 
the  undue  amount  of  machine  expense, 

In  considering  the  value  of  labour  in  the  various  processes 
it  is  plain  that  the  hourly  machine  costs  are  amon^;  the 
fundamental  data.  These  costs  are  like  money  handled  by 
the  workmen  carefully  or  carelessly,  and  foremost  among 
the  responsibilities  of  machine  shop  workmen  is  the 
efficient  stewardship  of  these  values.  It  is  probable  that 
very  many,  and  possibly  the  great  majority  of  machinists 
would  feel  a  quickening  of  interest  and  of  the  managing 
acuity  if  they  merely  knew  the  hourly  expense,  operated 
and  idle,  of  the  machines  they  are  running.     If  this  know- 


ledge gave  them  an  added  sense  of  the  valae  of  their  work 
in  economising  machine  time  so  much  the  better,  and  so 
wherever  pertinent  knowledge  can  be  put  in  the  place 
of  ignorance. 

Of  course,  the  pre-requisite  in  the  matter  of  establishing 
a  standard  of  economy  in  regard  to  machine  time  is  such 
shop  and  commercial  organisation  as  shall  ensure  that  the 
job  and  the  materials  and  the  tools  shall  be  promptly 
furnished  to  the  machine  operator  when  he  is  ready  for 
them.  To  this  end  is  the  storehouse  organisation,  and  the 
tool-room  organisation,  and  the  shop  management. 

The  shop  management  which  provides  for  the  continuous 
operation  of  each  machine  is  of  the  utmost  importance.  It 
would  probably  be,  not  an  extravagance,  but  an  economy  to 
employ  the  necessary  clerical  labour  in  order  to  keep  an 
account  for  each  machine,  entering  the  calculated  time  of 
every  job  ahead  and  ofiGsetting  the  same  time  as  each  job  is 
completed,  so  that  the  record  would  continuously  show  how 
many  hours'  work  was  provided  in  advance  for  each  machine. 
The  times  fixed  for  the  purpose  of  the  premium  payments 
would  be  available  for  such  a  record,  and  the  work  ahead 
for  each  machine  could  be  regarded  as  subject  to  a  deduc- 
tion equal  to  the  average  gain  of  time  upon  which  premiums 
are  being  paid.  If  the  piece-work  system  were  being  used 
the  time  records  in  connection  with  the  piece-work  could  be 
made  available. 

The  following  quotation  from  an  article  by  Mr.  John 
Ashford,  entitled  '*  The  Tool  Room  and  its  Functions," 
which  appeared  in  the  Engineering  Magatine  of  August  1904. 
has  an  important  bearing  upon  the  matters  now  being  dealt 
with :  '*  That  a  given  piece  of  work  may  be  machined  in  the 
**  best  and  cheapest  way,  thought  must  be  given  to  it,  and 
"  a  series  of  operations  fixed  upon  that  seem  the  best,  having 
"due  regard  to  the  machines  and  tools  available,  This 
"  matter  is  often  left  to  the  foreman  of  a  shop  who,  with  his 
"  multifarious  duties,  cannot  be  expected  to  give  adequate 
"  attention  to  it ;  neither  can  he  mentally  retain  the  par- 
"  ticulars  of  processes  and  tools  for  a  multitude  of  jobs,  nor 
"  — for  want  of  time  even  if  he  bad  the  memory ^-can  he 
"  impart  them  in  detail  to  the  men.  It  is  therefore 
"  advisable  for  the  operations  to  be  placed  beforehand 
"  by  the  tool  draughtsman  in  conjunction  with  the  works 
**  manager,  and  when  fixed  upon  these  operations,  together 
"with  references  to  the  tools,  should  be  recorded  in  some 
"  permanent  manner.  .  .'  .  The  operations  when  fixed 
"  upon  can  be  noted,  when  possible,  upon  the  drawing  of 
"  the  work  to  be  made,  but  where  too  lengthy  it  can  be 
•*  typewritten  and  mounted  upon  cards." 

The  principle  of  appealing  to  the  though tfulness  and 
judgment  of  the  individual  workmen  would  be  incorporated 
in  the  shop  routine  if  space  were  provided  on  every  such 
list  of  operations  for  suggestions  of  the  machinist  doing  them 
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as  to  any  changes  that  he  believes  would  be  advantageous. 
The  permaneDce  given  to  the  piece  rates  or  time  allowances, 
in  accordance  with  which,  unless  a  process  were  radically 
changed,  rate  or  time  would  remain  undisturbed  throughout 
a  certain  period,  would  ensure  to  a  workman  making  a  time 
saving  suggestion  the  benefit  in  his  wages.  If  such  a 
suggestion  resulted  in  a  new  piece  rate  or  time  allowance 
being  set,  another  method  of  compensation  might  be 
arranged.  Even  if  in  some  cases  the  direct  benefit  might  go 
to  the  employer  only,  it  could  never  do  so  at  any  expense  to 
the  employee,  for  that  could  not  in  justice  be  permitted.  On 
the  other  hand,  the  direct  benefit  would  almost  always  be 
common  to  both,  and  the  sense  of  common  interest  and  of 
the  working  together  of  managers  and  subordinates,  and 
personal  pride  which  is  so  often  stronger  than  the  desire  of 
gain,  would  all  tend  to  develop  in  the  workmen  the  utmost 
anxioQsness  to  justify  the  hope  and  belief  manifestly  placed 
in  them. 
It  is  not  the  intention  here,  it  has  not  been  the  intention 

anywhere  in  these  articles  to  lay  down  cut  and  dried  plans, 
but  only  to  suggest  and  illustrate  principles.  If  the  prin- 
ciple of  making  available  the  knowledge  and  the  judgment 
of  every  employee  for  the  purpose  of  bettering  processes  and 
organisation  were  established,  the  ways  of  making  it  effective 
^kould  gradually  unfold  themselves.  In  its  full  development 
it  might  almost  accomplish  the  elimination  of  waste  in 
factory  operations  which  otherwise  seems  hopeless.  For 
there  is  no  waste  but  falls  under  someone's  eye,  and  no 
difficulty  but  someone  knows  of  it,  and  probably  there  is  no 
man  but  sees  something  which  others  fail  to  see.  It  needs 
only  wise  organisation  to  open  this  great  field  for  advan- 
tageous working  together  to  all  who  are  engaged  in 
productive  operations.  Wise  organisation  would  include 
provision  for  measuring  values  with  all  possible  accuracy, 
and  especially  labour  values,  and  for  paying  increasing 
wages  as  services  increased  in  value.  Under  such  con- 
ditions high  wages  would  be  the  surest  means  of  obtaining 
a  minimum  cost  of  production. 

There  is  in  all  productive  operations  a  law  of  increasing 
and  decreasing  return  whose  workings  are  only  followed  by 
means  of  constant  and  patient  analysis.  When  such 
analjTsis  is  applied  to  the  complexities  of  modern  manu- 
facture, innumerable  losses  are  found  constantly  eating  into 
profits  otherwise  made.  When  the  problem  of  eliminating 
such  losses  is  considered  it  is  plainly  seen  that  the  essential 
need  is  the  ofganising  of  every  resource  of  brain  and  active 
interest,  and  the  constant  building  up  and  co-ordinating  of 
every  human  efficiency.  In  such  a  process  wages  would 
inevitably  rise,  for  high  wages  are  both  a  cause  and  an 
effect  of  high  efficiency,  as  low  wages  are  both  a  cause  and 
an  effect  of  low  efficiency.  In  such  a  process  also  the 
supposed  antagonism  between  labour  and  capital  might 
give  way  to  a  sense  of  common  interest  and  common 
achievement. 
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An  Act  to  provide  for  the  appointment  of  a  public  trustee 
and  to  amend  the  law  relating  to  the  administration  of 
trusts.  [21st  December  1906.] 

Be  it  enacted  by  the  King's  most  Excellent  Majesty,  by 
and  with  the  advice  and  consent  of  the  Lords  Spiritual 
and  Temporal,  and  Commons,  in  this  present  Parliament 
assembled,  and  by  the  authority  of  the  same,  as  follows  :  — 

Establishment  of  Public  Trustee. 

I. — (i)  There  shall  be  established  the  office  of  public 
trustee. 

(2)  The  public  trustee  shall  be  a  corporation  sole  under 
that  name,  with  perpetual  succession  and  an  official  seal, 
and  may  sue  and  be  sued  under  the  above  name  like  any 
other  corporation  sole,  but  any  instruments  sealed  by  him 
shall  not,  by  reason  of  his  using  a  seal,  be  rendered  liable 
to  a  higher  stamp  duty  than  if  he  were  an  individual. 

Powers  and  Duties  of  Public  Trustee. 
2. — (i)  Subject  to  and  in  accordance  with  the  provisions 
of  this  Act  and  rules  made  thereunder,  the  public  trustee 
may,  if  he  thinks  fit — 

(a)  act  in  the  administration  of  estates  of  small  value ; 

(b)  act  as  custodian  trustee ; 

(c)  act  as  an  ordinary  trustee ; 

(d)  be  appointed  to  be  a  judicial  trustee ; 

(e)  be  appointed  to  be  the  administrator  of  the  property 

of  a  convict  under  the  Forfeiture  Act,  1870. 

(2)  Subject  to  the  provisions  of  this  Act,  and  to  the  rules 
made  thereunder,  the  public  trustee  may  act  either  alone  or 
jointly  with  any  person  or  body  of  persons  in  any  capacity 
to  which  he  may  be  appointed  in  pursuance  of  this  Act, 
and  shall  have  all  the  same  powers,  duties,  and  liabilities, 
and  be  entitled  to  the  same  rights  and  immunities  and  be 
subject  to  the  control  and  orders  of  the  Court,  as  a  private 
trustee  acting  in  the  same  capacity. 

(3)  The  public  trustee  may  decline,  either  absolutely  or 
except  on  the  prescribed  conditions,  to  accept  any  trust, 
but  he  shall  not  decline  to  accept  any  trust  on  the  ground 
only  of  the  small  value  of  the  trust  property. 

(4)  The  public  trustee  shall  not  accept  any  trust  which 
involves  the  management  or  carrying  on  of  any  business, 
except  in  the  cases  in  which  he  may  be  authorised  to  do  so 
by  rules  made  under  this  Act,  nor  any  trust  under  a  deed 
of  arrangement  for  the  benefit  of  creditors,  nor  the  admini- 
stration of  any  estate  known  or  believed  by  him  to  be 
insolvent. 
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(5)  The  public  trustee  shall  not  accept  any  trust  exclu- 
sively for  religious  or  charitable  purposes,  and  nothing  in 
this  Act  contained,  or  in  the  rules  to  be  maide  under  the 
powers  in  this  Act  contained,  shall  abridge  or  affect  the 
powers  or  duties  of  the  official  trustee  of  charity  lands  or 
official  trustees  of  charitable  funds. 

(i)  Z«  the  Administration  of  Small  Estates. 
3. — (i)  Any  person  who  in  the  opinion  of  the  public 
trustee  would  be  entitled  to  apply  to  the  Court  for  an  order 
for  the  administration  by  the  Court  of  an  estate,  the  gross 
capital  value  whereof  is  proved  to  the  satisfaction  of  the 
public  trustee  to  be  less  than  one  thousand  pounds,  may 
apply  to  the  public  trustee  to  administer  the  estate,  and, 
where  any  such  application  is  made  and  it  appears  to  the 
public  trustee  that  the  persons  beneficially  entitled  are 
persons  of  small  jneans,  the  public  trustee  shall  administer 
the  estate,  unless  he  sees  good  reason  for  refusing  to  do  so. 

(2)  On  the  public  trustee  undertaking,  by  declaration  in 
writing  signed  and  sealed  by  him,  to  administer  the  estate 
the  trust  property  other  than  stock  shall,  by  virtue  of  this 
Act,  vest  in  him,  and  the  right  to  transfer  or  call  for  the 
transfer  of  any  stock  forming  part  of  the  estate  shall  also 
vest  in  him,  in  like  manner  as  if  vesting  orders  had  been 
made  for  the  purpose  by  the  High  Court  under  the  Trustee 
Act,  1893,  and  that  Act  shall  apply  accordingly.  As  from 
such  vesting  any  trustee  entitled  under  the  trust  to 
administer  the  estate  shall  be  discharged  from  all  liability 
attaching  to  the  administration,  except  in  respect  of  past 
Acts: 

Provided  that — 

(a)  the  public  trustee  shall  not  exercise  the  right  of 
himself  transferring  the  stock  without  the  leave  of 
the  Court ;  and 

(b)  this  sub-section  shall  not  apply  to  any  copyhold 
land  forming  part  of  the  estate,  but  the  public 
trustee  shall,  as  respects  such  land,  have  the  like 
powers  as  if  he  had  been  appointed  by  the  Court 
under  Section  33  of  the  Trustee  Act,  1893,  to  convey 
the  land,  and  Section  34  of  that  Act  shall  apply 
accordingly. 

(3)  For  the  purposes  of  the  administration  the  public 
trustee  may  exercise  such  of  the  administrative  powers  and 
authorities  of  the  High  Court  as  may  be  conferred  on  him 
by  rules  under  this  Act,  subject  to  such  conditions  as  may 
be  imposed  by  the  rules. 

(4)  Rules  shall  be  made  under  this  Act  for  enabling  the 
public  trustee  to  take  the  opinion  of  the  High  Court  on  any 
question  arising  in  the  course  of  any  administration 
without  judicial  proceedings,  and  otherwise  for  making  the 
procedure  under  this  section  simple  and  inexpensive. 

(5)  Where  proceedings  have  been  instituted  in  any  Court 


for  the  administration  of  an  estate,  and  by  reason  of  the 
small  value  of  the  estate  it  appears  to  the  Court  that  the 
estate  can  be  more  economically  administered  by  the 
public  trustee  than  by  the  Court,  or  that  for  any  other 
reason  it  is  expedient  that  the  estate  should  be  adminis- 
tered by  the  public  trustee  instead  of  the  Court,  the  Court 
may  order  that  the  estate  shall  be  administered  by  the 
public  trustee,  and  thereupon  (subject  to  any  directions  by 
the  Court)  this  section  shall  apply  as  if  the  administration 
of  the  estate  had  been  undertaken  by  the  public  trustee  in 
pursuance  of  this  section. 

{2)  As  Custodian  Trustee, 

4. — (i)  Subject  to  rules  under  this  Act  the  public  trustee 

may,  if  he  consents  to  act  as  such,  and  whether  or  not  the 

number  of  trustees  has  been  reduced  below  the  original 

number,  be  appointed  to  be  custodian  trustee  of  any  trust — 

(a)  by  order  of  the  Court  made  on  the  application  of  any 
person  on  whose  application  the  Court  may  order  the 
appointment  of  a  new  trustee ;  or 

(b)  by  the  testator,  settlor,  or  other  creator  of  any  trust ; 
or 

(c)  by  the  person  having  power  to  appoint  new  trustees. 
(2)  Where  the  public  trustee  is  appointed  to  be  custodian 

trustee  of  any  trust — 

(a)  The  trust  property  shall  be  transferred  to  the 
custodian  trustee  as  if  he  were  sole  trustee,  and  for 
that  purpose  vesting  orders  may,  where  necessary,  be 
made  under  the  Trustee  Act,  1893  : 

(b)  The  management  of  the  trust  property  and  the 
exercise  of  any  power  or  discretion  exerciseable  by 
the  trustees  under  the  trust  shall  remain  vested  in  the 
trustees  other  than  the  custodian  trustee  (which 
trustees  are  hereinafter  referred  to  as  the  managing 
trustees) : 

(c)  As  between  the  custodian  trustee  and  the  managing 
trustees,  and  subject  and  without  prejudice  to  the 
rights  of  any  other  persons,  the  custodian  trustee 
shall  have  the  custody  of  all  securities  and  docu- 
ments of  title  relating  to  the  trust  property,  but  the 
managing  trustees  shall  have  free  access  thereto  and 
be  entitled  to  take  copies  thereof  or  extracts 
therefrom  : 

(d)  The  custodian  trustee  shall  concur  in  and  per- 
form all  acts  necessary  to  enable  the  managing 
trustees  to  exercise  their  powers  of  management  or 
any  other  power  or  discretion  vested  in  them 
(including  the  power  to  pay  money  or  securities  into 
Court),  unless  the  matter  in  which  he  is  requested 
to  concur  is  a  breach  of  trust,  or  involves  a  personal 
liability  upon  him  in  respect  of  calls  or  otherwise, 
but,  unless  he  so  concurs,  the  custodian  trustee  shall 
not  be  liable  for  any  act  or  default  on  the  part  of  the 
managing  trustees  or  any  of  them : 
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{e)  All  sums  payable  to  or  out  of  the  income  or  capital  of 
the  trust  property  shall  be  paid  to  or  by  the  custodian 
trustee :  Provided  that  the  custodian  trustee  may 
allow  the  dividends  and  other  income  derived  from 
the  trust  property  to  be  paid  to  the  managing 
trustees  or  to  such  person  as  they  direct,  or  into  such 
bank  to  the  credit  of  such  person  as  they  may  direct, 
and  in  such  case  shall  be  exonerated  from  seeing  to 
the  application  thereof  and  shall  not  be  answerable 
for  any  loss  or  misapplication  thereof : 

(/)  The  pKJwer  of  appointing  new  trustees,  when  exercise- 
able  by  the  trustees,  shall  be  exerciseable  by  the 
managing  trustees  alone,  but  the  custodian  trustee 
shall  have  the  same  power  of  applying  to  the  Court 
for  the  appointment  of  a  new  trustee  as  any  other 
trustee  : 

(^)  In  determining  the  number  of  trustees  for  the  pur- 
poses of  the  Trustee  Act,  1893,  the  custodian  trustee 
shall  not  be  reckoned  as  a  trustee : 

[k)  The  custodian  trustee,  if  he  acts  in  good  faith,  shall 
not  be  liable  for  accepting  as  correct  and  acting 
tipon  the  faith  of  any  written  statement  by  the 
managing  trustees  as  to  any  birth,  death,  marriage, 
or  other  matter  of  pedigree  or  relationship,  or  other 
matter  of  fact,  upon  which  the  title  to  the  trust  pro- 
perty or  any  part  thereof  may  depend,  nor  for  acting 
upon  any  legal  advice  obtained  by  the  managing 
trustees  independently  of  the  custodian  trustee : 

(1)  The  Court  may,  on  the  application  of  either  the 
custodian  trustee,  or  any  of  the  managing  trustees,  or 
of  any  beneficiary,  and  on  proof  to  their  satisfaction 
that  it  is  the  general  wish  of  the  beneficiaries,  or  that 
on  other  grounds  it  is  expedient,  to  terminate  the 
custodian  trusteeship,  make  an  order  for  that  pur- 
pose, and  the  Court  may  thereupon  make  such  vest- 
ing orders  and  give  such  directions  as  under  the 
circumstances  may  seem  to  the  Court  to  be  necessary 
or  expedient. 

(3j  The  provisions  of  this  section  shall  apply  in  like 
manner  as  to  the  public  trustee  to  any  banking  or 
insurance  company  or  other  body  corporate  entitled  by 
niles  made  under  this  Act  to  act  as  custodian  trustee,  with 
pow«r  for  such  company  or  body  corporate  to  charge  and 
retain  or  pay  out  of  the  trust  property  fees  not  exceeding 
the  fees  chargeable  by  the  public  trustee  as  custodian 
trustee. 

(3)  As  an  Ordinary  Trustee. 

5. — (i)  The  public  trustee  may  by  that  name,  or  any 
other  sufficient  description,  be  appointed  to  be  trustee  of 
any  will  or  settlement  or  other  instrument  creating  a  trust 
or  to  perform  any  trust  or  duty  belonging  to  a  class  which 


he  is  authorised  by  the  rules  made  under  this  Act  to 
accept,  and  may  be  so  appointed  whether  the  will  or 
settlement  or  instrument  creating  the  trust  or  duty  was 
made  or  came  into  operation  before  or  after  the  passing 
of  this  Act,  and  either  as  an  original  or  as  a  new  trustee, 
or  as  an  additional  trustee,  in  the  same  cases,  and  in  the 
same  manner,  and  by  the  same  persons  or  Court,  as  if  he 
were  a  private  trustee,  with  this  addition,  that,  though  the 
trustees  originally  appointed  were  two  or  more,  the  public 
trustee  may  be  appointed  sole  trustee. 

(2)  Where  the  public  trustee  has  been  appointed  a  trustee 
of  any  trust,  a  co-trustee  may  retire  from  the  trust  under 
and  in  accordance  with  Section  1 1  of  the  Trustee  Act,  1893, 
notwithstanding  that  there  are  not  more  than  two  trustees, 
and  without  such  consents  as  are  required  by  that  section. 

(3)  The  public  trustee  shall  not  be  so  appointed  either  as 
a  new  or  additional  trustee  where  the  will,  settlement,  or 
other  instrument  creating  the  trust  or  duty  contains  a 
direction  to  the  contrary,  unless  the  Court  otherwise  order. 

(4)  Notice  of  any  proposed  appointment  of  the  public 
trustee  either  as  a  new  or  additional  trustee  shall  where 
practicable  be  given  in  the  prescribed  manner  to  all 
persons  beneficially  interested  who  are  resident  in  the 
United  Kingdom  and  whose  addresses  are  known  to  the 
persons  proposing  to  make  the  appointment,  or,  if  such 
beneficiaries  are  infants,  to  their  guardians,  and  if  any 
person  to  whom  such  notice  has  been  given  within 
twenty-one  days  from  the  receipt  of  the  notice  applies  to 
the  Court,  the  Court  may,  if  having  regard  to  the  interests 
of  all  the  beneficiaries  it  considers  it  expedient  to  do  so, 
make  an  order  prohibiting  the  appointment  being  made, 
provided  that  a  failure  to  give  any  such  notice  shall  not 
invalidate  any  appointment  made  under  this  section. 

6. — (i)  If  in  pursuance  of  any  rule  under  this  Act,  the 
public  trustee  is  authorised  to  accept  by  that  name  pro- 
bates of  wills  or  letters  of  administration,  the  Court  having 
jurisdiction  to  grant  probate  of  a  will  or  letters  of  adminis- 
tration may  grant  such  probate  or  letters  to  the  public 
trustee  by  that  name,  and  for  that  purpose  the  Court  shall 
consider  the  public  trustee  as  in  law  entitled  equally  with 
any  other  person  or  class  of  persons  to  obtain  the  grant  of 
letters  of  administration,  save  that  the  consent  or  citation 
of  the  public  trustee  shall  not  be  required  for  the  grant  of 
letters  of  administration  to  any  other  person,  and  that,  as 
between  the  public  trustee,  the  widower,  widow,  or  next- 
of-kin  of  the  deceased,  the  widower,  widow,  or  next-of-kin 
shall  be  preferred,  unless  for  good  cause  shown  to  the 
contrary. 

(2)  Any  executor  who  has  obtained  probate  or  any 
administrator  who  has  obtained  letters  of  administration, 
and  notwithstanding  he  has  acted  in  the  administration 
of  the  deceased's  estate,  may,  with  the  sanction  of  the 


226 


THE    ACCOUNTANT 


February  i6,  1907. 


Court,  and  after  such  notice  to  the  persons  beneficially 
interested  as  the  Court  may  direct,  transfer  such  estate  to 
the  public  trustee  for  administration  either  solely  or 
jointly  with  the  continuing  executors  or  administrator,  if 
any.  And  the  order  of  the  Court  sanctioning  such  transfer 
shall,  subject  to  the  provisions  of  this  Act,  give  to  the 
public  trustee  all  the  powers  of  such  executor  and  adminis- 
trator, and  such  executor  and  administrator  shall  not  be 
in  any  way  liable  in  respect  of  any  act  or  default  in  refer- 
ence to  such  estate  subsequent  to  the  date  of  such  order, 
other  than  the  act  or  default  of  himself  or  of  persons  other 
than  himself  for  whose  conduct  he  is  in  law  responsible. 

Liability  :  Officers  and  Offices  :   Fees. 

7.~(i)  The  Consolidated  Fund  of  the  United  Kingdom 
shall  be  liable  to  make  good  all  sums  required  to  discharge 
any  liability  which  the  public  trustee,  if  he  were  a  pr'vate 
trustee,  would  be  personally  liable  to  discharge,  except 
where  the  liability  is  one  to  which  neither  the  public 
trustee  nor  any  of  his  officers  has  in  any  way  contributed, 
and  which  neither  he  nor  any  of  his  officers  could  by  the 
exercise  of  reasonable  diligence  have  averted,  and  in  that 
case  the  public  trustee  shall  not,  nor  shall  the  Consoli- 
dated Fund,  be  subject  to  any  liability. 

(2)  All  sums  payable  in  pursuance  of  this  section  out  of 
the  Consolidated  Fund  shall  be  charged  on  and  issued  out 
of  that  fund  or  the  growing  produce  thereof. 

8. — (i)  The  Lord  Chancellor  shall  appoint  a  fit  person  to 
the  office  of  public  trustee,  who  shall  hold  office  during 
pleasure,  and  receive  such  salary  or  fees,  and  be 
appointed  on  such  terms,  as  the  Treasury  may  determine. 

(2)  The  Lord  Chancellor  shall  appoint  such  persons  to 
be  officers  of  the  public  trustee  as,  subject  to  the  sanction 
of  the  Treasury,  he  may  consider  necessary  for  the  pur- 
poses of  this  Act,  and  those  officers  shall  hold  office  upon 
such  terms,  and  be  remunerated  at  such  rates  and  in  such 
manner,  as  the  Treasury  may  sanction. 

(3)  Any  person  appointed  to  be  public  trustee  or  an 
officer  of  the  public  trustee  may,  and  shall,  if  the  Treasury 
so  require,  be  a  person  already  in  the  public  service. 

(4)  The  public  trustee  shall,  if  so  directed  by  the  Lord 
Chancellor  with  the  concurrence  of  the  Treasury,  maintain 
offices  in  London  and  elsewhere,  and,  so  far  as  practicable, 
buildings  already  used  for  public  purposes  shall  be  used 
for  such  offices. 

(5)  The  salary  or  remuneration  of  the  public  trustee  and 
his  officers  and  such  other  expenses  of  executing  his  office 
or  otherwise  carrying  this  Act  into  effect  as  may  be  sanc- 
tioned by  the  Treasury  shall  be  paid  out  of  moneys  pro- 
vided by  Parliament. 

9. — (i)  There  shall  be  charged  in  respect  of  the  duties  of 


the  public  trustee  such  fees,  whether  by  way  of  percentage 
or  otherwise,  as  the  Treasury  with  the  sanction  of  the 
Lord  Chancellor  may  fix,  and  such  fees  shall  be  collected 
and  accounted  for  by  such  persons,  and  in  such  manner, 
and  shall  be  paid  to  such  account,  as  the  Treasury  direct. 

(2)  Any  expenses  which  might  be  retained  or  paid  out  of 
the  trust  property  if  the  public  trustee  were  a  private 
trustee  shall  be  so  retained  or  paid,  and  the  fees  shall  be 
retained  or  paid  in  the  like  manner  as  and  in  addition  to 
such  expenses. 

(3)  Such  fees  shall,  under  the  regulations  of  the 
Treasury,  be  applied  as  an  appropriation  in  aid  of  moneys 
provided  by  Parliament  for  expenses  under  this  Act,  and 
so  far  as  not  so  applied  shall  be  paid  into  the  Exchequer. 

(4)  The  fees  under  this  section  shall  be  arranged  from 
time  to  time  so  as  to  produce  an  annual  amount  sufficient 
to  discharge  the  salaries  and  other  expenses  incidental  to 
the  working  of  this  Act  (including  such  sum  as  the 
Treasury  may  from  time  to  time  determine  to  be  required 
to  insure  the  Consolidated  Fund  against  loss  under  this 
Act)  and  no  more. 

(5)  The  incidence  of  the  fees  and  expenses  under  this 
section  as  between  capital  and  income  shall  be  determined 
by  the  public  trustee. 

Supplemental  Provisions  as  to  Public  Trustee. 

10. — (i)  A  person  aggrieved  by  any  act  or  omission  or 
decision  of  the  public  trustee  in  relation  to  any  trust  may 
apply  to  the  Court,  and  the  Court  may  make  such  order  in 
the  matter  as  the  Court  thinks  just. 

(2)  Subject  to  rules  of  Court,  an  application  under  this 
section  to  the  High  Court  shall  be  made  to  a  Judge  of  the 
Chancery  Division  of  the  High  Court  in  Chambers. 

II. — (i)  The  public  trustee  shall  not,  nor  shall  any  of  his 
officers,  act  under  this  Act  for  reward,  except  as  provided 
by  this  Act. 

(2)  The  public  trustee  may,  subject  to  the  rules  made 
under  this  Act,  employ  for  the  purposes  of  any  trust  such 
solicitors,  bankers,  accountants,  and  brokers,  or  other 
persons  as  he  may  consider  necessary,  and  in  determining 
the  persons  to  be  so  employed  in  relation  to  any  trust  the 
public  trustee  shall  have  regard  to  the  interests  of  the 
trust,  but  subject  to  this  shall,  whenever  practicable,  take 
into  consideration  the  wishes  of  the  creator  of  the  trust  and 
of  the  other  trustees  (if  any),  and  of  the  beneficiaries, 
either  expressed  or  as  implied  by  the  practice  of  the  creator 
of  the  trust,  or  in  the  previous  management  of  the  trust. 

(3)  On  behalf  of  the  public  trustee  such  person  as  may  be 
prescribed  may  take  any  oath,  make  any  declaration, 
verify  any  account,  give  personal  attendance  at  any  Court 
or  place,  and  do  any  act  or  thing  whatsoever  which  the 
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public  trustee  is  required  or  authorised  to  take,  make, 
verify,  give,  or  do :  Provided  that  nothing  in  this  Act  or 
in  any  rule  made  under  this  Act  shall  confer  upon  any 
person  not  otherwise  entitled  thereto  any  right  to  appear, 
or  act,  or  be  heard  in  or  before  any  Court  or  tribunal,  on 
behalf  or  instead  of  the  public  trustee,  or  to  do  any  act 
whatsoever  on  behalf  or  on  the  instructions  of  the  public 
trustee,  which  could  otherwise  only  be  lawfully  done  by  a 
barrister  or  a  duly  certificated  solicitor. 

(4)  Where  any  bond  or  security  would  be  required  from 
a  private  person  upon  the  grant  to  him  of  administration, 
or  upon  his  appointment  to  act  in  any  capacity,  the  public 
trustee,  if  administration  is  granted  to  him  or  if  he  is 
appointed  to  act  in  such  capacity  as  aforesaid,  shall  not  bo 
required  to  give  such  bond  or  security,  but  shall  be  subject 
to  the  same  liabilities  and  duties  as  if  he  had  given  such 
bond  or  security. 

(5)  The  entry  of  the  public  trustee  by  that  name  in  the 
books  of  a  company  shall  not  constitute  notice  of  a  trust, 
and  a  company  shall  not  be  entitled  to  object  to  enter  the 
name  of  the  public  trustee  on  its  books  by  reason  only 
that  the  public  trustee  is  a  corporation,  and,  in  dealings 
with  property,  the  fact  that  the  person  or  one  of  the 
persons  dealt  with  is  the  public  trustee,  shall  not  of  itself 
constitute  notice  of  a  trust. 

I  a. — ^The  provisions  of  this  Act  with  respect  to  the  High 
Court  shall,  in  their  application  to  cases  within  the  juris- 
diction of  a  palatine  Court,  include  that  Court,  and  the 
public  trustee  shall  provide  an  address  within«the  county 
palatine  where  service  upon  him  of  any  proceedings  under 
this  Act  in  such  palatine  Court  may  be  effected ;  the  rules 
of  Court  relating  to  the  exercise  of  the  jurisdiction  of  a 
palatine  Court  under  this  Act  shall  be  made  by  the 
authority  having  power  to  make  general  rules  and  orders 
of  that  Court. 

Invkstigation  and  Audit  of  Trust  Accounts. 

13. — [i)  Subject  to  rules  under  this  Act  and  unless  the 
Court  otherwise  orders,  the  condition  and  accounts  of  any 
trust  shall,  on  an  application  being  made  and  notice 
thereof  given  in  the  prescribed  manner  by  any  trustee  or 
beneficiary,  be  investigated  and  audited  by  such  solicitor 
<ii  public  accountant  as  may  be  agreed  on  by  the  applica.it 
and  the  trustees  or,  in  default  of  agreement,  by  the  public 
trustee  or  some  person  appointed  by  him : 

Provided  that  (except  with  the  leave  of  the  Court)  such 
an  investigation  or  audit  shall  not  be  required  within 
twelve  months  after  any  such  previous  investigation  or 
audit,  and  that  a  trustee  or  beneficiary  shall  not  be 
appointed  under  this  section  to  make  an  investigation  or 
audit. 


(2)  The  person  making  the  investigation  or  audit  (herein-  . 
after  called  the  auditor)  shall  have  a  right  of  access  to  the 
books,  accounts,  and  vouchers  of  the  trustees,  and  to  any 
securities  and  documents  of  title  held  by  them  on  account 
of  the  trust,  and  may  require  from  them  such  information 
and  explanation  as  may  be  necessary  for  the  performance 
of  his  duties,  and  upon  the  completion  of  the  investigation 
and  audit  shall  forward  to  the  applicant  and  to  every 
trustee  a  copy  of  the  accounts,  together  with  a  report 
thereon,  and  a  certficate  signed  by  him  to  the  effect  that 
the  accounts  exhibit  a  true  view  of  the  state  of  the  affairs 
of  the  trust  and  that  he  has  had  the  securities  of  the  trust 
fund  investments  produced  to  and  verified  by  him  or  (as 
the  case  may  be)  that  such  accounts  are  deficient  in  such 
respects  as  may  be  specified  in  such  certificate. 

(3)  Every  beneficiary  under  the  trust  shall,  subject  to 
rules  under  this  Act,  be  entitled  at  all  reasonable  times  to 
inspect  and  take  copies  of  the  accounts,  report,  and  certifi- 
cate, and,  at  his  own  expense,  to  be  furnished  with  copies 
thereof  or  extracts  therefrom. 

(4)  The  auditor  may  be  removed  by  order  of  the  Court, 
and,  if  any  auditor  is  removed,  or  resigns,  or  dies,  or 
becomes  bankrupt  or  incapable  of  acting  before  the 
investigation  and  audit  is  completed,  a  new  auditor  may 
be  appointed  in  his  place  in  like  manner  as  the  original 
auditor. 

(5)  The  remuneration  of  the  auditor  and  the  other 
expenses  6f  the  investigation  and  audit  shall  be  such  as 
may  be  prescribed  by  rules  under  this  Act,  and  shall, 
unless  the  public  trustee  otherwise  directs,  be  borne  by  the 
estate  ;  and,  in  the  event  of  the  public  trustee  so  directing, 
he  may  order  that  such  expenses  be  borne  by  the  applicant 
or  by  the  trustees  personally  or  partly  by  them  and  partly 
by  the  applicant. 

(6)  If  any  person  having  the  custody  of  any  documents 
to  which  the  auditor  has  a  right  of  access  under  this  sec- 
tion fails  or  refuses  to  allow  him  to  have  access  thereto  or 
in  anywise  obstructs  the  investigation  or  audit,  the  auditor 
may  apply  to  the  Court,  and  thereupon  the  Court  shall 
make  such  order  as  it  thinks  just. 

(7)  Subject  to  rules  of  Court,  applications  under  or  for 
the  purposes  of  this  section  to  the  High  Court  shall  be 
made  to  a  Judge  of  the  Chancery  Division  in  Chambers. 

(8)  If  any  person  in  any  statement  of  accounts,  report, 
or  certificate  required  for  the  purposes  of  this  section  wil- 
fully makes  a  statement  false  in  any  material  particular, 
he  shall  be  liable  on  conviction  on  indictment  to  imprison- 
ment for  a  term  not  exceeding  two  years,  and  on  summary 
conviction  to  imprisonment  for  a  term  not  exceeding  six 
months,  with  or  without  hard  labour,  and  in  either  case 
to  a  fine  in  lieu  of  or  in  addition  to  such  imprisonment 
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Rules  :  Definitions  :  Short  Title  and  Extent. 
14. — (1)  The  Lord  Chancellor  shall,  with  the  concur- 
rence of  the  Treasury,  make  rules  for  carrying  into  effect 
the  objects  of  this  Act,  and  in  particular  for  all  or  any  of 
the  following  purposes  (that  is  to  say) ;  — 

(a)  establishing  the  office  of  public  trustee  and  pre- 
scribing the  trusts  or  duties  he  is  authorised  to 
accept  or  undertake,  and  the  security,  if  any,  to  be 
given  by  the  public  trustee  and  his  officers : 

(b)  the  transfer  to  and  from  the  public  trustee  of  any 
property : 

{c)  the  accounts  to  be  kept  and  an  audit  thereof : 

{d)  the  establishment    and    regulation    of    any   branch 

office : 
{e)  excluding  any  trusts  from  the  operation  of  this  Act  or 

any  part  thereof : 
(/)  the  classes  of    corporate   bodies   entitled   to  act  as 

custodian  trustees : 
(^)  the  form  and  manner  in  which  notices  under  this 

Act  shall  be  given. 

(2)  Every  rule  under  this  Act  shall  be  laid  before  each 
House  of  Parliament  forthwith,  and,  if  an  address  is  pre- 
sented to  his  Majesty  by  either  House  of  Parliament, 
within  the  next  subsequent  thirty  days  on  which  the  House 
has  sat  next  after  any  such  rule  is  laid  before  it,  praying 
that  the  rule  may  be  annulled,  his  Majesty  in  Council  may 
annul  the  rule,  and  it  shall  thenceforth  be  void,  but 
without  prejudice  to  the  validity  of  anything  previously 
done  thereunder. 

(3)  If  the  rules  require  a  declaration  to  be  made  for  any 
purpose,  a  person  who  makes  such  declaration,  knowing 
the  same  to  be  untrue  in  any  material  particular,  shall  be 
guilty  of  a  misdemeanour. 

15. — In  this  Act,  unless  the  context  otherwise  requires, — 

the  expression  "  Court "  means  the  High  Court  and,  as 

respects  trusts  within  its  jurisdiction,   the  County 

Court: 

the    expression    "  letters    of    administration "    means 

letters  of  administration  of  the  estate  and  effects  of  a 

deceased  person,  whether    general    or    with  a  will 

annexed,  or  limited  either  in  time  or  otherwise : 

the  expression   "  trust "  includes  an   executorship   or 

administratorship;    and    the    expression    "trustee" 

shall  be  construed  accordingly ;  and  the  expression 

"trust  property"  shall  include  all  property  in  the 

possession  or  under  the  control  wholly  or  partly  of 

the  public  trustee  by  virtu©  of  any  trust : 

the  expression  "private  trustee  "  means  a  trustee  other 

than  the  public  trustee  : 
the  expression  "  expenses  "  includes  costs  and  charges  : 
the  expression  "prescribed  "  means  prescribed  for  the 
time  being  by  rules  under  this  Act : 


other  expressions  have  the  same  meaning  as  in  the 
Trustee  Act,  1893. 

16. — This  Act  shall  come  into  operation  on  the  first  day 
of  January  one  thousand  nine  hundred  and  eight. 

17.— (i)  This  Act  may  be  cited  as  the  Public  Trustee  Act, 
1906. 

(2)  This  Act  shall  not  extend  to  Ireland  or  Scotland. 


jfaUures  an^  XtUs  ot  Sale  in  £n^lan^ 
an^  Males* 

According  to  Kemp*s  Mercantile  GaufU,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  Feb.  8th,  was  138.  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  London  Gautte, 
71  ;  Deeds  of  Arrangement  registered,  67.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were  : 
Bankruptcies,  97 ;  Deeds  of  Arrangement,  71 — total,  16S ; 
being  a  decrease  of  30.  The  total  number  of  commercial 
failures  recorded  during  the  6  weeks  of  the  present  year  is 
838 ;  the  total  number  recorded  in  the  corresponding  6 
weeks  of  last  year  was  988,  showing  a  decrease  of  150. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
Feb.  8th,  was  136.  The  number  in  the  corresponding  week 
of  last  year  was  173,  showing  a  decrease  of  37.  The  total 
number  filed  during  the  6  weeks  of  the  present  year  is  806  ; 
the  total  number  filed  in  the  corresponding  6  weeks  of 
last  year  was  880,  showing  a  decrease  of  74. 


Debentures. 

The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week  ending 
Friday,  Feb.  8th,  amounted  to  /i, 33 1,899,  by  way  of 
addition  to  ;f 677,893,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  /i, 299,506,  showing  an  increase  of 
;f 32,393.  The  total  amount  registered  daring  the  6 
weeks  of  the  present  year  is  ;f  10,927,033  (in  addition  to  the 
issues  in  previous  years  by  the  same  companies),  as 
compared  with  /7,834,57o  for  the  corresponding  6  weeks 
in  1906,  showing  an  increase  of  ;£3,o92,463,  ' 


The  Profession  in  Scotland. 


Society  of  Chartered  Accountants  in  Edinborgh. 

This  Society  held  their  annual  meeting  on  the  6th  inst., 
in  their  hall  in  Queen  Street.  Mr.  F.  W.  Carter,  Presi- 
dent, occupied  the  chair.  There  was  a  good  attendance  of 
members.  The  membership  of  the  Society,  including  the 
new  members  elected  at  the  meeting,  amounted  to  445.  The 
number  of  apprentices,  &c.,  qualifying  for  membership 
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was  188.  In  room  of  Mr.  Carter,  who  had  acted  for  the 
full  term  of  three  years,  Mr.  James  Alexander  Robertson- 
Durham  was  elected  President.  The  office-bearers  elected 
were: — Secretary  and  Treasurer,  Mr.  Richard  Brown; 
members  of  Council,  Messrs.  George  A.  Touche, 
J.  Hamilton  Buchanan,  Andrew  Scott,  C.  E.  W. 
Macpherson,  T.  P.  Laird,  R.  F.  Cameron,  C.  J.  G.  Pater- 
son,  J.  Campbell  Dewar,  F.  W.  Carter,  J.  Aikman  Smith, 
R.  D.  Rainie,  and  J.  Maxtooe  Graham ;  representatives  on 
th©  General  Examining  Board  for  Chartered  Accountants, 
the  President,  Messrs.  F.  W.  Carter,  D.  N.  Cotton, 
John  M.  Howden,  R.  Cockbum  Millar,  and  H.  Kenward 
Shiells ;  Law  Agent,  Mr.  David  Wardlaw,  W.S. ;  Auditor, 
Mr.  Edward  Boyd. 

The  following  new  members  were  admitted :  — Messrs. 
William  Anderson,  George  Morton  Cotton,  John  Ronald 
Fleming,  Ian  Simon  Eraser,  George  Holcombe  Lawrence, 
Robert  Murray  Meikle,  Thomas  Alexander  Mackenzie, 
Charles  Thomas  Fitzgerald  Pearson,  B.A. ;  James  Fleming 
Robertson,  Ronald  Edward  Smith,  John  Dick  White 
Spence,  and  John  Smith  Wells.  At  the  close  of  the  meet- 
ing a  replica  of  a  portrait  of  the  retiring  President,  by  Sir 
George  Reid,  R.S.A.,  was  presented  to  Mrs.  Carter,  and 
acknowledged  by  Mr.  Carter  on  her  behalf.  The  original 
portrait  is  hung  in  the  Society'  hall. 


The  Society  of  Accountants  in  Aberdeen. 


The  fortieth  meeting  of  the  Aberdeen  Society  of 
Accountants  was  held  on  the  6th  inst.,  in  the  office, 
6  Golden  Square,  Aberdeen,  Mr.  James  Milne  presiding. 
T^  annual  report  for  1906  was  unanimously  adopted  on 
the  motion  of  the  Chairman,  and  seconded  by  Mr.  George 
McBain.  Reference  was  made  at  the  meeting  to  the  Presi- 
dent's gift  of  prizes  to  apprentices  who  passed  the  exami- 
nation with  distinction.  Mr.  Milne  was  cordially  thanked 
for  his  gift,  and  was  also  thanked  for  his  services  as  Chair- 
man of  the  Society  for  the  past  four  years.  The  following 
office-bearers  were  elected  for  1907-8: — President,  Mr. 
George  McBain,  C.A. ;  members  of  Council,  the  President, 
Mr.  J.  T.  Jeffrey,  Mr.  John  Reid,  Mr.  George  G.  Whyte. 
Mr.  J.  R.  Flockhart,  Mr.  James  Milne,  and  Mr.  Charles  J. 
Jamieson  ;  members  of  General  Examining  Board  for  Scot- 
land, the  President,  Mr.  Andrew  Davidson,  M.A.,  and  Mr. 
Charles  Williamson,  M.A. ;  Librarian,  Mr.  George  Smith  ; 
Auditor,  Mr.  James  W.  Milne;  Secretary  and  Treasurer, 
Mr.  W^alter  A.  Reid.  An  application  was  received  from 
Mr.  George  A.  J.  Barron,  formerly  an  apprentice  in  the 
firm  of  Messrs.  James  Meston  &  Co.,  asking  to  be  admitted 
to  the  Society,  and  it  was  unanimously  agreed  to. 
REPORT    AND    ACCOUNTS. 

The  report  by  the  Council  of  this  Society  to  the  annual 
general  meeting  states  that  the  number  of  members  at 


31st  December  1905  was  47.  Admitted  during  1906 — Mr. 
James  G.  Slessor,  Mr.  Archibald  H.  MacLean,  Mr. 
James  W.  Milne,  Mr.  Charles  S.  Dickie,  Mr.  Bruce  W. 
Milne,  Mr.  Charles  Littlejohn,  6 — 53.  Died  during  1906, 
Mr.  William  Milne.  Membership  at  31st  December  1906, 
52. 

The  General  Examining  Board  have  had  the  usual  half- 
yearly  diets  of  examination  during  the  past  year.  A  fresh 
Summary  of  Rules  for  Admission  and  Syllabus  of  Exami- 
nations was  issued  by  the  General  Examining  Board,  and 
comes  into  operation  in  June  1907. 

The  indentures  recorded  in  the  books  of  the  Society  from 
its  commencement  to  31st  December  1905  have  numbered 
108,  and  there  have  been  recorded  during  1906,  3—1 11. 
Of  the  apprentices  under  these  indentures  there  have 
become  members  of  the  Society,  57 ;  apprentices  have  got 
their  indentures  discharged,  but  have  not  become 
members,  to  the  number  of  20;  and  indentures  have 
expired,  but  through  death  or  other  causes  no  discharges 
have  been  recorded,  to  the  number  of  13 — 90;  leaving 
indentures  current  at  31st  December  1906,  21. 

An  abstract  of  the  Treasurer's  Accounts  for  the  year  1906 
is  appended.  The  accounts  are  certified  by  Mr.  Charles  J. 
Jamieson,  C.A.  The  funds  belonging  to  the  Society  at  the 
close  of  the  year  amount  to  ;^i,oS4  13s.  9d.  In  addition, 
the  funds  belonging  to  the  Widows'  Fund  am.ount  to 
;f 2,925  15s.  2d. 

All  the  office-bearers  retire  from  office  at  this  time. 
Messrs.  Geo.  McBain  and  H.  H.  Bower,  members  of  the 
Council,  retire  by  rotation. 

The  Council  report  the  receipt  on  8th  January  1907  of 
;^5o  from  the  President,  as  a  fund  from  which  prizes  are  to 
be  given  to  apprentices  who  pass  their  Final  Examination 
with  distinction. 

The  President  proposes  that  the  Council,  to  be  guided  by 
the  Aberdeen  members  of  the  General  Examining  Board, 
should  have  the  disposal  of  the  fund,  but  suggests  that 
grants  should  be  made  therefrom,  till  it  is  exhausted,  of 
;^io,  or  such  sum  as  may  be  available,  to  each  apprentice 
who  may  obtain  the  "pass  with  distinction"  mark.  He 
also  suggests  that  it  should  be  in  the  discretion  of  the 
Council  to  award  at  any  time  such  smaller  sum  as  they 
may  see  fit  to  any  candidate,  passing  the  Final  Examina- 
tion, who  may  be  considered  deserving  of  recognition.. 

The  Council  have  accepted  Mr.  Milne's  gift,  with  great 
pleasure,  on  the  terms  mentioned. 

The  Council  record  with  regret  the  death  of  Mr.  William 
Milne,  the  last  survivor  of  the  founders  of  the  Society.    At 
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a  special  general  meeting,  held  on  28th  September  1906, 
the  following  resolution  was  unanimously  agreed  to :  — 

"The  Society  records  with  sorrow  the  death  of  the  last 
"survivor  of  its  original  members,  Mr.  William  Milne, 
"  which  took  place  at  his  residence,  40  Albyn  Place,  Aber- 
"deen,  on  9th  inst.  Mr.  MUne  was  closely  associated  with 
"the  late  Mr.  Meston  in  forming  the  Society,  and  has  all 
^  along  taken  a  keen  interest  in  its  affairs.  He  was  Presi- 
^dent  for  a  period  of  years,  and  in  many  ways  helped  to 
"  further  its  interests.  The  Society  hereby  records  its  high 
"  appreciation,  not  only  of  the  valuable  services  rendered  it 
"  by  Mr.  Milne,  but  also  its  regard  for  his  kindly  disposi- 
"tion  and  high  character." 

No  meeting  of  the  Joint  Committee  of  Chartered 
Accountants  of  the  United  Kingdom  has  been  held  in  1906, 
but  matters  of  common  interest  to  the  profession  are 
engaging  attention. 

The  Librarian's  Report  is  as  follows: — ^The  Librarian 
has  pleasure  in  reporting  that  the  facilities  afforded  by  the 
library  continue  to  be  taken  considerable  advantage  of, 
both  by  members  of  the  Society  and  their  apprentices.  The 
following  table  shows  the  number  of  readers  in  each  of  the 
last  three  years,  and  of  books  issued  during  that  time:  — 

Readers.  Issue  of  Books. 

Members.  Apprentices.  Members.  Apprentices. 

1904  ..          16       ..        29          ..  59        ..        119 

1905  ..            15         ..         28           ..  103         ,.         220 

1906  ..        17      ..      28       ..       63      ..      200 

The  Librarian  called  in  on  15th  January  for  the  annual 
inspection  the  books  which  were  in  the  hands  of  readers 
at  that  date.  The  volumes,  now  467  in  number,  were 
found  to  be  in  good  order,  with  the  exception  of  a  few 
which  have  beeil  frequently  issued,  and  are  consequently 
somewhat  soiled. 

The  Accountants^  Magazine,  The  Accountant,  and  The 
Investor's  'Rcuiew  continue  to  be  received.  A  list  of  the 
books  added  during  the  year  is  annexed. 

Abstract  of  the  Treasurer's  Accounts 
for  the  Year  ending  31st  December  1906. 

Charge, 

£    s  d      ^    s   d 

Funds  at  51st  Decemberigos  9^5    5  n 

Annual  Subscriptions  received  from  Members 

(one  member  in  arrear) 53  11  o 

Interest  received,  less  Income  Tax  ..  33  11  i 

Recordine  Dues  of  Indentures       9    9  o 

Entry  Money  (six  members),  one-fourth  part    . .        78  15  o 

Miscellaneous o  14  o 

176    o    1 

Amount  of  Charge       ..  £1,141    6    o 


Di^havgt, 

I    s 

Management  and  Office  Expenses 

Expenses  in  connection  with  Examinations 

Library  Expenditure 

Corporation  Duty        

Contribution  to  the  Students'  Society  towards 

Expenses  of  Lectures       

Balance,  being    Funds   under  Charge   at    31st 
December  1906,  invested  as  follows: — 
Loan    secured    over    Heritable    Property, 

Bridge  Street,  Aberdeen,  at  Ji  %   . .        . .      500    o 
Loan  to  Aberdeen  School  Board  at  3^  %     . .      500    o 

In  Bank  on  Deposit  Receipt 75    o 

Library,  Safe,  &c — 

Balance  due  by  the  Treasurer 9  '3 

.\mount  of  the  Discharge  (equal  to  the  Charge) . . 


21    16 

15   19 

10   19 

I    10 


660 


-  1,084  13    9 
£1,141    6    o 


Aberdeen,  nth  January  1907. 

I  have  examined  the  foregoing  account,  compared  same 
with  the  vouchers,  and  found  it  correct.  The  securities 
for  the  investments  have  been  exhibited  to  me. 

Chas.  J.  Jamieson,  C.A., 

Auditor, 


Scottish  Ingolvencies. 


For  the  week  ending  the  9th  February  the  number  of 
insolvencies  reported  in  Scotland  was  29,  as  compared  with 
15  in  the  corresponding  week  of  last  year.  The  trust  deeds 
numbered  15,  as  compared  with  6;  the  sequestrations  2, 
as  compared  with  3  ;  and  the  petitions  for  cessio  12,  as  com- 
pared with  6.  The  total  for  the  six  weeks  of  the  year  is 
163,  as  compared  with  127  last  year — the  trust  deeds  num- 
bering 82  against  50,  the  sequestrations  31  against  37,  and 
the  petitions  for  cessio  50  against  40.  Of  the  15  trust  deeds 
reported  during  the  week,  seven  were  granted  in  favour  of 
Chartered  Accountants. 


The  Law  of  Agency. 


Mr.  W.  M.  Gloag,  Professor  of  Scots  Law  in  Glasgow 
University,  delivered  on  the  6th  inst.  a  lecture  on  "The 
Law  of  Agency "  in  the  hall,  218  St.  Vincent  Street, 
Glasgow.  The  lecture,  which  was  the  first  of  a  series 
arranged  by  the  Council  of  the  Institute  of  Bankers  in 
Scotland,  in  conjunction  with  the  Institute  of  Accountants 
and  Actuaries  in  Glasgow  and  the  Society  of  Accountants 
in  Edinburgh,  was  largely  attended.  Mr.  Robert  Orr, 
Clydesdale  Bank,  presided,  and  amongst  those  present 
were  Mr.  Robert  Downie,  Secretary  of  the  Union  Bank, 
and  Mr.  Alexander  Sloan,  C.A.,  Secretary  of  the  Chartered 
Accountants'  Association.  Professor  Gloag,  in  the  course 
of  his  exposition,  dealt  with  the  constitution  of  the  con- 
tract of  agency  and  with  the  cases  in  which  the  relations 
of  principal  and  agent  have  been  held  to  exist  without 
express  contract.  He  afterwards  explained  in  detail  the 
questions  arising  between  agent  and  principal  ia  cases 
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where  the  interests  of  third  parties  were  not  involved,  the 
agent's  right  to  commission,  his  indemnity  for  liabilities, 
his  responsibility  for  failure  in  professional  skill,  and  the 
limits  of  his  power  to  delegate  his  employment.  At  the 
close  Professor  Gloag  was  cordially  thanked. 


WUl. 

Robert  Taylor  Rankin,  of  39  Cartvale  Road,  Langside, 
Glasgow,  for  many  years  cashier  with  Messrs.  L.  &  R. 
Hope  Robertson,  Chartered  Accountants,  Glasgow,  left 
personal  estate  valued  at  ;^2,427. 


Bankraptey  Reform. 


A  meeting  of  the  East  of  Scotland  Bankruptcy  Reform 
Association,  held  recently  in  the  Goold  Hall,  Edinburgh, 
Mr.  H.  W.  Hunter,  J. P.,  ironfounder^  President,  in  the 
chair,  an  address  was  delivered  by  Mr.  Kinniburgh  Morton, 
B.L.,  S.S.C..  on  "The  Winding-up  of  Insolvent  Estates 
under  Private  Arrangement."  The  lecturer  pointed  out 
that,  there  being  no  statutory  regulations  applicable  to  such 
arrangements,  these,  like  any  other  private  agreement,  were 
regulated  solely  by  the  Common  Law,  the  application  of 
which  to  composition,  contracts,  and  trust  deeds  he  there- 
after explained.  Dealing  with  reform,  he  pointed  out  the 
defects  of  the  present  system,  and  illustrated  the  abuses 
which  existed  under  it,  the  most  important  being  that  the 
consent  of  every  creditor  was  required,  and  that  conse- 
quently the  whole  arrangement  might  be  rendered  nugatory 
by  one  vindictive  or  exacting  creditor ;  that  in  the  case  of 
trust  deeds  an  unknown  nominee  of  the  debtorcould,  without 
the  knowledge  of  the  creditors,  take  possession  of  and  realise 
the  debtor's  estates,  without  finding  security  for  his  actings, 
and  without  any  effective  control  or  audit  of  his  accounts ; 
and  that  the  trustee  under  such  a  deed  had  no  power  to 
challenge  preferences  obtained  by  individual  creditors.  The 
only  remedy  of  the  creditors  in  such  circumstances  was 
resort  to  the  statutory  procedure  of  sequestration.  The 
remedies  he  sogi^ested  for  the  consideration  of  the  Associa- 
tion were : — That  all  deeds  of  arrangement  should  be  filed 
with  the  Accountant  of  Court  of  other  official,  and  should 
only  become  operative  when  sanctioned  by  a  prescribed 
majority  of  creditors,  whose  sanction,  however,  should  bind 
the  minority  ;  that  in  the  case  of  trust  deeds  the  creditors 
should  have  power,  without  cancelling  the  deed,  to 
sabstitnte  their  own  nominee  for  the  trustee  appointed  by 
the  debtor;  that  such  trustee  should  have  power  to 
challenge  preferences  in  the  same  way  as  a  trustee  in  bank- 
ruptcy, and  that  his  accounts  should  be  audited  and  his 
commission  fixed  by  the  accountant  in  the  same  way  as  was 
done  at  present  in  the  case   of  judicial    factors.     Such 


remedies,  he  pointed  out,  involved  the  intervention  of 
officialism,  dreaded  by  mercantile  men,  but  he  urged  that  as 
no  regulations  could  be  enforced  without  a  regulator,  official 
control  was  a  necessity,  and  that  in  no  other  way  could  the 
abuses  existing  under  the  present  system  be  got  rid  of. 


COURT  OF  SESSION. 


Edinbup^— Outer  House. 


Before  Lord  Johnston. 

February  5. 

Mrs.  PattlBon  v.  The  Rev.  D.  Kilpntrick  and  Another 

(W.  0.  PattlBon'B  Trustees). 

Trust  Estate — Trustees'  Account  of  Intromissions — Necessity 
for  a  Remit  to  an  Accountant. 

The  pursuer,  Mrs.  Elizabeth  Paterson  or  Pattison,  Sea- 
cliff  e.  Trinity,  near  Edinburgh,  is  the  widow  of  Walter 
Grey  Pattison,  wine  merchant,  Leith,  who  died  on  i6th 
January  1890,  and  in  this  action  she  called  on  her  hus- 
band's trustees  to  account  for  their  intromissions,  in  order 
to  ascertain  the  sum  properly  due  to  her,'  in  respect  of  her 
life-rent  from  her  husband's  estate,  which  she  maintained 
had  been  short-paid  to  the  extent  of  over  ;^  1,000.  Mr. 
Pattison's  personal  estate  amounted,  as  given  up  for  con- 
firmation, to  ;£'38,73o,  and  his  debts  to  ;f  18,480,  leaving  a 
net  personalty  of  ;^2o,25o.  His  heritable  estate  consisted 
of  four  properties  in  Leith.  The  defenders  maintained  that 
on  a  just  accounting  with  the  pursuer  no  balance  of 
revenue  was  due  to  her. 

Lord  Johnston  said  that  under  the  settlement  of  the  late 
Walter  G.  Pattison  the  defenders,  the  Rev.  David  Kil- 
patrick,  United  Free  Church  minister,  Newhaven,  and  the 
testator's  son,  Robert  Paterson  Pattison,  were  the  sole 
trustees  who  had  acted  to  any  effect,  his  other  son, 
W.  G.  G.  Pattison,  though  he  accepted,  having  resigned 
within  six  months,  and  several  other  trustees  nominated 
having  declined.  Mr.  Pattison  was  not  a  partner  with  his 
sons  in  their  firm,  which  afterwards  became  the  somewhat 
notorious  company  of  Pattison's,  Lim.,  but  his  estate  was 
considerably  involved  in  advances  to  them.  Possibly  had 
he  lived,  their  speculations  would  not  have  been  so  wild 
as  they  were.  But  in  the  result  his  estate  was  a  heavy  loser 
by  the  failure  of  their  business.  By  his  settlement  Mr. 
Pattison  left  his  widow  a  life-rent  of  his  residue,  and  on 
his  death  he  directed  it  to  be  paid  equally  among  his 
children.  To  meet  the  pursuer's  present  demand,  the 
trustees  produced  their  accounts  to  28th  February  1895. 
These  accounts  had  been  ostensibly  regularly  kept  and 
audited.  But  it  did  not  require  much  study  of  them  to  see 
that  the  trustees  had  a  most  difficult  task  in  disentangling 
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Mr.  Pattison's  estates  from  the  various  adventures  in  which 
he  was  himself  engaged,  and  still  more  so  from  his 
unfortunate  involvements  with  his  sons.  That  the  estate 
should  have  practically  gone  down  in  the  vortex  of 
Pattison's,  Lim.,  and  its  speculations  was  inevitable.  But 
that  did  not  deprive  Mrs.  Pattison  of  her  right  to  a  strict 
accounting  so  long  as  she  was  not  otherwise  barred. 
Inasmuch,  however,  as  she  allowed  her  sons  to  settle  with 
her  direct  for  all  interest  due  to  the  trust  on  her  late  hus- 
band's advances  to  them,  which  formed  a  large  part  of  the 
trust  estate,  and  also  for  the  rents  of  heritage  belonging 
to  the  trust  which  they  factored,  whether  she  was  honestly 
treated  by  them  or  not,  she  was  now  limited  in  her  objec- 
tions to  the  account  of  the  proper  intromissions  of  the 
trustees  themselves.  Objections  had  been  allowed  to 
the  trustees*  accounts,  and  these  restricted  as  above 
involved  a  sum  of  ;f  1,063  3^-  9^'»  "Mide  ^P  of  several  items, 
and  his  Lordship  had  been  asked  to  dispose  of  these  objec- 
tions without  a  remit  to  an  accountant,  and  he  had  under- 
taken to  deal  with  them  so  far  as  he  found  it  possible, 
reserving  to  make  a  remit  on  any  points  should  he  find  it 
necessary.  It  was  objected  that  sums  amounting  to 
^^1,063  3s.  gd.  were  credited  to  capital  which  ought  to  have 
been  credited  to  income.  His  Lordship  sustained  objec- 
tions to  the  extent  of  £^ig  is.  yd.,  for  which  sum  he  said 
he  could  give  decree  against  the  defenders,  and  the  case 
was  continued  in  order  that  counsel  might  consider  what 
admissions  they  were  prepared  to  make  with  the  view  of 
obviating  a  remit  to  an  accountant. 


The  Profession  in  Ireland. 


The  Institute  of  Chartered  Accountants  in  Ireland. 


The  quarterly  meeting  of  the  Council  was  held  at 
4  College  Green,  Dublin,  on  Wednesday,  the  6th  inst.,  Mr. 
Martin  Shaw  in  the  chair.  There  were  also  present 
Messrs.  J.  E.  Magill,  Robert  Walsh,  N.  G.  Peterson, 
J.  Harold  Pim,  J.  M.  Kean,  J.  H.  Woodworth,  C.  G. 
Mitchell  (Assistant  Secretary).  Letters  of  apology  for  non- 
attendance  were  read  from  Messrs.  Robert  Stokes,  J. 
McCullough,  and  W.  Fitzsimons.  The  following  candi- 
dates were  awarded  passes  in  the  recent  examinations, 
viz.: — Preliminary— W.  G.  Dougan,  Belfast;  W.  V. 
Edwards,  Belfast;  A.  N.  Harper,  Belfast;  John  Knox, 
Belfast.  Intermediate— H.  E.  A.  Addy,  Belfast;  G.  B.  N. 
Monro,  Belfast.  Final— T.  S.  Graham,  Belfast;  T.  H. 
Jamison,  Belfast ;  C.  H.  Joynt,  Belfast ;  R.  W.  M'Mullan, 
Belfast. 

The  following  were  elected  members  :  — In  practice— 
^^  R.  Rawlinson,  Belfast ;  T.  S.  Graham,  Belfast.    Not  in 


practice— T.  H.  Jamison,  Belfast;  R.  W.  M'Mullan, 
Belfast.  The  usual  quarterly  business  having  been  trans- 
acted, the  meeting  terminated. 


In  the  Cornhill  Magatins  for  February  the  author  of  "  Eliza- 
beth and  her  German  Garden  "  continues  the  correspondence  of 
"  Fraulein  Schmidt  and  Mr.  Anstnither,"  and  Mr.  A.  E.  W. 
Mason,  M.P.,  supplies  a  second  instalment  of  "The  Broken 
Road."  Fiction  is  further  represented  by  short  stories  from  the 
pens  of  Alice  Spinner,  "  The  Man  with  the  Matches,"  and  Mr. 
W.  J.  Batchelder,  ''The  Floating  Light."  "The  Royal  Collec- 
tion of  Pictures  "  is  described  by  Mr.  Lionel  Cust,  and  under  the 
tide  of  "Tempora  Mutantur"  Sir  Algernon  West,  G.C.B., 
describes  the  change  that  has  come  over  the  social  relations  of 
political  opponents.  A  contributor  who  writes  as  "  C.  Stein" 
relates  some  experiences  under  the  Red  Cross  during  the 
Franco-Prussian  War,  and  "  E.  V.  B."  sends  "  A  Memory  "  of 
the  great  singer  Jenny  Lind.  Mr.  C.  G.  Barrington,  the  author 
of"  Seventy  Years'  Fishing,"  initiates  the  reader  into  the  art  of 
"  Shooting  Wild  Fowl  from  Gazes.*' 


Sanis  Kate  ot  SHsconnt 
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Bxtncllraiiii4iMiMii^,  byLAWKBNCS  R.  Dickskb,  P.C.A« 
{Pag»  190) 
Liemustt  Homss  present  some  rather  special  features.  The  goodwUl 
■ffahfag  to  the  Uoesse  gives  the  lease  or  freehold  of  licensed  premises 
m  -*— '^**  Taloe  greatly  in  excess  of  their  real  value  as  buildings.  To 
be  pBOparlyeonsidered,  the  value  of  the  premises  and  the  license  most 
be  iepentad.  Tbe  fonnar  should  be  depreciated  in  the  usual  way, 
iMiiiif  the  lioense  alone  to  be  conddered.  A  license  on  freehold  pre- 
Btoas  does  not  depredate,  but  a  license  on  leasehold  premises  passes 
sway  with  the  p-emises  and  must  therefore  be  depreciated  like  a  lease. 
A  HBame  may  at  any  time  be  lost — either  for  misconduct  or  for  no  rea- 
luu  but  this  is  a  oontincpenoy  outside  the  scope  of  depreciation.  It 
^iji  kowenrec,  be  provided  against  by  Insurance,  which  would  appeal 
^bs  a  nxMt  prudent  ooune  to  adopt. 

FtefnDpartloiilaia  as  to  U0BIBB8  nSUBASOB  apply  to- 

nm  UGBNSES  INSURANCE  CORPORATION 

AND  GUARANTEE  FUND^  Limited, 

24  MOORQATE  STREETnONDOh 


SsehuriTt  BoaineM    -  ^  -    Licensed  Propertyo 


loMired  and  Loans  and  Debentures  on 
Uceflsed  Property  of  every  description  s:uaranteed« 


The  Capitalised  Value  of  the  Qoodwlll  of  a  Licensed  Business 
fa  the  falue  of  the  licence,  and  may  be  estimated  upon  a  mere 
Hhenl  basis  If  the  lioense  Is  Insured. 


NOW    READY, 


FOR 


Bookkeeping 

Executoits  and  Tnustees. 

NEW    WORK   BY 

L.   WHITTEM   HAWKINS, 

Chartered  Accountant, 

Containing  hill  and  explicit  directions  for  keeping 
the  Books  and  preparing  the  Accounts  of  Trust 
Estates. 

A  specimen  set  of  Books  and  examples  of  State- 
ments of  Account. 


84  Pa^es.      Demy  8vo.      Price  Ss.  Od.,  Post  Free. 

BEE  ft  CO.,  FDBUSHERS,,  34  Moorgate  St.,  LONDON.  E.C. 


Wheatley  Kirk,  Price  &  Co., 

(bstablishbd  1850) 

VALUERS,  AUCTIONEERS  &  ARBITRATORS 

OF    EVERY    DESCRIPTION    OP 

WORKS,  PLANT,  MACHINERY,  ft  STOCK. 


PERIODICAL  VALUATIONS  AT  SPECIAL   RATES. 

ANNUAL    INSPECTIONS     FOR    DEPRECIATION. 

SALES  or  WORKS  RY  PRIVATE  TREATY. 

PARTNERSHIPS    IN    SNQINEERINO    PROFESSION     ARRANOmX 


46   Watling    Street,    London,  E.a 

Mid   ALBERT    SQUARE,    MANCHESTER, 
TkUPHOMX  5,077  Bamk.      Tblbgraus-"  indices.  LONDON. 


Betd.    1831. 


GUARDIAN 

ASSURANCE    COMPANY,     Limited. 

FIRE,     LIFE,    ACCIDENT, 

AND     BURGLARY     INSURANCE 

Loans  and  Pnpohasea  of  Life  Interests  and  Reveraions. 

Total  Funds  over  £6,000,000. 

Head  Office  :— 11    LOMBARD    STREET.    LONDON, 
Law  Courts  Branch  :— 21    FLEET  STREET. 


TUmxiQ  Hrtfcle0« 


Accountants  and  Distinctive  Initials. 


TN  July  1905  we  drew  attention  in  a  short 
series  of  articles  to  an  unincorporated 
concern  which  then  described  itself  as  the 
Institute  of  Certified  Accountants  and  Book- 
keepers, and  professed  to  be  able  to  confer 
uj)on  its  members  the  right  to  use  the  distinc- 
tive initials  "  F.I.C.A."  and  "  A.LC.A.",  in 
the  case  of  Fellows  and  Associates  respec- 
tively.   Shortly  afterwards  it  was  announce^^ 
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that  Professor  Dicksee  was  prepared  to  con- 
sider the  acceptance  of  the  office  of  President, 
and  upon  this  announcement  being  disclaimed, 
it  was  further  notified  that  Sir  Albert  Rollit 
had  accepted  the  position  of  first  President, 
and  that  Mr.  James  Henry  Yoxall,  M.P., 
and  Mr.  A.  D.  Todd  were  among  those  who 
had  accepted  the  position  of  Vice-Presidents. 

We  understand  that  the  reason  why 
Professor  Dicksee's  name  was  mentioned 
in  the  matter  was  that  it  was  represented 
as  a  nebulous  scheme  for  the  formation  of 
an  association  of  bookkeepers  for  their  mutual 
improvement,  and  that,  in  general  terms, 
and  without  committing  himself  in  any  way, 
he  expressed  an  opinion  that  the  idea  was 
deserving  of  encouragement,  provided  a  suffi- 
ciently large  number  of  bookkeepers  were 
prepared  to  take  the  matter  up,  and  provided 
the  association  was  conducted  upon  such  lines 
as  to  make  it  perfectly  clear  that  its  members 
were  bookkeepers,  and  not  accountants.  Sub- 
sequent events  have  shown  sufficiently  clearly 
that  the  requisite  assurances  were  not  forth- 
coming; but  how  Sir  Albert  Rollit's 
name  ever  came  to  be  put  forward  in  the 
matter  at  all  must  remain  somewhat  of  a 
mystery. 

We  have  not  before  us  the  whole  history 
of  this  concern  from  start  to  finish,  but 
apparently  it  was  not  very  long  before  it  was 
plainly  shown  that  the  object  was  not  to 
found  an  association  for  bookkeepers  or  others 
similarly  employed  in  accounts,  but  to  add 
another  to  the  already  too-numerous  associa- 
tions of  so-called  professional  accountants  that 
admit  members  without  adequate  inquiry  as  to 
their  capacity,  for  we  find  that,  on  the  14th 
December  1906,  separate  writs  were  issued  by 
the    Institute    of   Chartered    Accountants  in 


England  and  Wales,  and  by  the  Institute  of 
Actuaries,  against  Sir  Albert  K.  Rollit, 
James-  Henry  Yoxall,  M.P.,  A.  D.  Todd, 
Thomas  Berrie,  John  Rees,  and  Alfred 
High,  on  behalf  of  themselves  and  all  other 
persons  carrying  on  business  as  the  Institute  of 
Accountants.  The  Institute  of  Chartered 
Accountants  sought  an  injunction  to  restrain 
the  defendants,  and  the  other  persons  con- 
stituting or  carrying  on  a  business  as  the 
Institute  of  Accountants,  from  carrying  on 
business  in  the  name  of  the  Institute  of 
Accountants  or  in  any  such  other  name  or  in 
any  such  manner  as  to  lead  to  the  belief  that 
such  business  was  that  of,  or  was  in  any  way 
connected  with  that  of,  the  plaintiffs,  and  they 
further  asked  for  costs.  The  Institute  of 
Actuaries  sought  an  injunction  to  restrain  the 
defendants,  and  other  persons  carrying  on 
business  as  the  Institute  of  Accountants,  from 
carrying  on  business  in  such  manner  as  to  lead 
to  the  belief  that  such  business  is  that  of,  or 
was  in  any  way  connected  with  that  of,  the 
plaintiffs,  also  asking  for  costs. 

On  the  7th  ult.  Sir  Albert  Rollit  applied 
to  be  dismissed  from  the  action  on  the  ground 
that  he  was  not  President  of  the  Institute  of 
Accountants,  and  was  in  no  way  connected 
with  it,  and  an  order  was  accordingly  made  by 
Mr.  Justice  Kekewich,  dismissing  him  and 
ordering  the  writs  to  be  amended  accordingly. 

The  action  of  the  Institute  of  Actuaries  came 
before  Mr.  Justice  Joyce  on  the  ist  inst.  in  the 
form  of  a  motion,  and  after  a  fruitless  attempt 
on  the  part  of  Mr.  Yoxall  to  be  dismissed,  on 
the  ground  that  he  had  no  interest  whatever  in 
the  Society,  his  Lordship  granted  a  perpetual 
injunction  restraining  the  defendants,  and  all 
other  persons  constituting  or  canying  on 
business  as  the  Institute  of  Accountants,  from 
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using  or  sanctioning,  or  authorising  the  use  by 
the  Fellows  or  Associates  of  such  Institute  of 
thejetters  "  F.I.A."  or  "  A.LA."  respectively 
after  their  names,  either  alone  or  in  combina- 
tion with  any  other  letter  or  word,  or  from 
carrying  on  business  in  any  such  manner  as  to 
deceive,  or  lead  to  the  belief  that  such  business 
is  that  of,  or  is  in  any  way  connected  with 
that  of,  the  plaintiffs,  and  that  the  defendants 
do  pay  to  the  plaintiffs  their  taxed  costs  of 
the  action. 

On  the  8th  inst.  a  similar  motion  came  before 
Mr.  Justice  Joyce  in  the  action  of  The  Institute 
of  Chartered  Accountants  v.  Yoxall  and  others, 
when,  after  a  very  similar  dispute  as  to  the 
position  of  Mr.  Yoxall,  the  defendants  there 
also  submitted  to  a  perpetual  injunction, 
restraining  them,  and  all  others  the  persons  con- 
stituting or  carrying  on  business  as  the  Insti- 
tute of  Accountants,  from  carrying  on  business 
in  the  name  of  the  Institute  of  Accountants,  or  in 
any  other  name  so  nearly  resembling  the  name 
of  the  plaintiffs,  or  in  such  manner  as  to 
deceive,  or  to  lead  to  the  belief  that  such  busi- 
ness is  that  of,  or  is  in  any  way  connected  with 
that  of,  the  plaintiffs  ;  and  in  this  case  also  the 
defendants  were  ordered  to  pay  costs,  the 
motion  to  be  treated  as  the  trial  of  the  action. 

We  have  not  thought  it  necessary  to  repro- 
duce the   Institute  of  Actuaries'  case  in  our 
Law  Reports,  but  a  report  of  the  Institute  of 
Chartered  Accountants'  case  appears  this  week, 
and  the  decision  is  satisfactory  as  demonstra- 
ting beyond  all  doubt  the  accuracy  of  the  view  : 
that  we  have  always  upheld  in  these  columns,  [ 
that  the  Institute  has  under  the  existing  law 
the  power  of  protecting  its  members,  and  its  ' 
title,   without  any  further  assistance   at   the 
hands  of  the  Legislature.     It   has  now  been 


very  clearly  shown  that  no  new  association  or 
institute  can  be  founded  with  a  name  so  like 
that  of  an  existing  body  as  to  be  calculated  to 
deceive,  and  that  ho  new  association  can  confer 
upon  its  members  distinctive  initials  practically 
identical  with  those  that  already  have  a  recog- 
nised meaning  as  indicating  membership  of 
some  established  institute  or  society. 

Another  point  that  can  hardly  fail  to  escape 
the  attention  of  our  readers  is  the  position  of 
those  who  without  due  inquiry  become  members 
of  concerns  which  infringe  the  law  by  omitting 
to  properly  respect  existing  titles.  Their  society 
becomes  liable,  of  course,  to  pay  the  costs  of 
any  proceedings  incurred,  and  the  officials  of 
their  society  are  no  doubt  entitled  to  an 
indemnity  so  far  as  the  existing  funds  will 
carry  them ;  but  when — as  we  understand  was 
the  case  here — the  society  is  unincorporated, 
it  is  clear  that  there  can  be  no  such  thing  as  a 
limited  liability,  and  thus,  apparently,  each 
individual  member  becomes  liable  for  the  whole 
of  the  costs  of  the  proceedings.  This  is  a  point 
which  probably  no  one  appreciated  when 
agreeing  to  become  a  member,  but  which 
certainly  ought  not  to  be  overlooked  in  such 
cases.  The  costs,  although  no  doubt  heavy, 
would  probably  be  comparatively  trifling,  if 
spread  over  the  whole  of  the  membership ;  but 
if  they  should  be  collected  from  only  a  few, 
leaving  them  the  doubtful  right  to  claim  con- 
tribution from  others,  a  position  of  extreme 
inconvenience  might  easily  be  brought  about 
in  some  cases.  At  the  same  time,  we  cannot 
pretend  to  feel  much  sympathy  with  those 
concerned,  for  it  must  be  assumed  against  them 
that  their  intention  was  to  do  that  which  the 
Court  has  now  perpetually  restrained  them 
from  doing.  Had  those  responsible  for  the 
formation  of  this  Institute  adhered  to  thei^ 
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first  avowed  intentions,  there  would,  we 
imagine,  have  been  plenty  of  scope  and  oppor- 
tunity for  them  to  have  gradually  built  up  a 
large  and  influential  membership,  but  as  (so 
far  as  can  be  gathered)  no  single  member  of  the 
concern — certainly  none  of  its  Vice-Presidents 
— could  be  properly  described  as  a  professional 
accountant,  they  certainly  cannot  feel  very 
much  aggrieved  because  they  have  been 
restrained  from  employing  for  the  name  of 
their  Institute  a  name  as  nearly  as  possible 
identical  with  that  of  the  Institute  of  Char- 
tered Accountants,  and  from  describing  them- 
selves by  distinctive  initials  which  for  years 
past  have  been  employed  to  indicate  member- 
ship of  the  Institute  of  Actuaries. 


Trustee6  under  Deeds  of  Arransrement. 


TT  would  be  easy  to  exaggerate  the  importance 
^  of  the  decision  in  Aultman  and  others  v. 
Parkin,  which  appeared  in  our  Law  Reports 
on  the  9th  inst. ;  but,  on  the  other  hand,  so  far 
as  it  goes  this  decision  is  undoubtedly  of  some 
importance,  and  entirely  satisfactory  from  the 
point  of  view  of  the  profession. 

This  was  a  case  in  which  Mr.  T.  C.  Parkin, 
F.C.A.,  had  acted  as  trustee  under  a  deed  of 
assignment  executed  by  one  Joseph  Lowe  for 
the  benefit  of  his  creditors.  The  assets  had 
been  realised,  and  a  dividend  of  los.  6d.  in  the 
£  had  been  paid,  but  certain  creditors  objected 
to  the  amount  retained  by  Mr.  Parkin  in 
respect  of  his  services,  with  the  result  that 
proceedings  were  instituted. 

As  is  usual  in  such  cases,  one  finds,  of 
course,  an  extreme  conflict  of  evidence  as  to 
what  is  a  reasonable  remuneration,  and  one 


has  only  to  read  our  report  of  the  hearing  to 
understand  how  extremely  diflScult  it  must  be 
for  the  Court  to  arrive  at  any  reliable  conclu- 
sion as  a  result  of  such  evidence.  On  the  one 
hand  several  witnesses,  including  the  President 
of  the  Sheffield  Society  of  Chartered  Accoun- 
tants, agreed  that  the  basis  of  remuneration 
should  be  by  way  of  a  commission  on  the 
assets  realised  and  the  amount  distributed  as 
dividend ;  and  the  general  conclusion  to  be 
derived  from  such  evidence  appears  to  be  that 
7J  per  cent,  on  the  amount  realised  and  5  per 
cent,  on  the  amount  distributed  as  dividend 
would  be  a  quite  sufficient  remuneration,  even 
in  the  case  of  an  estate  which  only  realised 
^422  odd.  On  the  other  hand,  the  defendant 
urged  that  the  case  ought  to  be  dealt  with 
upon  its  merits,  and  upon  the  basis  of  the  time 
occupied.  He  pointed  out  that  there  were  no 
less  than  228  debts  due  to  the  estate,  many  of 
which  were  disputed,  and  that  in  30  cases  he 
had  had  to  take  County  Court  proceedings, 
while  70  odd  disputed  cases  were  settled  out  of 
Court.  There  were,  moreover,  he  pointed  out, 
a  number  of  contra  accounts  to  be  investigated. 
He  claimed  that  he  was  entitled  to  be  paid, 
on  the  basis  of  time  occupied,  at  the  rate  of 
9s.  per  hour  for  himself,  4s.  6d.  per  hour  for 
his  chief  clerk,  and  is.  6d.  per  hour  for  other 
clerks ;  and  he  produced  witnesses,  including  a 
member  of  the  Council  of  the  Institute,  sup- 
porting him  in  the  statement  that  the  charges 
he  had  made  were  reasonable. 

In  the  result,  the  Deputy-Judge  decided  that 
as  there  was  no  suggestion  that  the  defendant 
had  not  occupied  his  time  in  the  way  he  had 
stated,  and  as  the  evidence  (including  that  of 
the  principal  witnesses  for  the  plaintiff)  agreed 
that    the    charges    per    hour   were    fair    and 
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reasonable,  he  had  no  option  but  to  give  judg- 
ment for  the  defendant,  with  costs. 

It  is  certainly  not  for  us  to  seek  to  quarrel 
with  such  a  decision  as  this,  but  we  cannot 
help  thinking  that  the  plaintiffs  must  have 
been  extremely  badly  advised  to  conduct  their 
case  upon  the  lines  reported.  Obviously,  if  the 
defendant  was  entitled  to  claim  remuneration 
upon  the  basis  of  time  occupied,  unless  the 
amount  of  time  actually  occupied  was  in 
dispute,  nothing  could  be  said  against  the 
scale  of  charges  employed.  The  only  possible 
ground  for  attacking  such  charges  would  be 
upon  the  lines  that  in  bankruptcy  cases  trustees' 
roenuneration  is  invariably  by  way  of  a  com- 
mission, and  in  private  arrangements  is  also 
customarily  so  based.  Whether  it  could  be 
proved  that  a  person  undertaking  the  position 
of  trustee  under  a  deed  of  arrangement 
can  only  claim,  as  a  fair  charge  for  his 
services,  a  reasonable  commission  on  the  assets 
realised  and  the  dividend  distributed  by  him,  is 
an  open  question  which  it  would  have  been 
interesting  to  have  seen  argued  and  definitely 
decided,  but  upon  no  other  basis  could  the 
action  have  been  fought  with  any  prospect  of 
success.  The  presumption  is  that  the  deed  of 
assignment  in  this  case  contained  the  usual 
clause  entitling  the  trustee  to  "  reasonable '' 
remuneration  for  his  services;  and  unless  it 
could  be  successfully  contended  that  such 
remuneration  must  in  all  cases  be  upon  the 
commission  basis,  it  would  clearly  be  open  to 
the  trustee  to  charge  by  time,  if  that  method  of 
charging  suited  him  better.  On  the  other  hand 
there  is,  of  course,  a  good  deal  to  be  said  in 
favour  of  the  argument  that  in  private  arrange- 
ments, as  In  bankruptcies,  the  custom  is  for  the 
remuneration  of  the  trustee  to  be  very  largely, 
if  not  entirely,  dependent  upon  the  measure  of 


financial  success  that  attends  his  realisation  of 
the  "estate.  There  would,  we  believe,  be  no 
difficulty  in  showing  that  the  remuneration  of 
most  practitioners  is  upon  the  commission 
basis  in  private  arrangements  as  well  as  in 
bankruptcies,  but  the  question  to  be  decided  in 
this  case  was,  of  course,  not  what  was  usual, 
but  what  the  defendant  was  entitled  to  charge. 
The  decision  of  the  Deputy-Judge  of  the 
Sheffield  County  Court  is,  apparently,  to  the 
effect  that,  in  the  absence  of  any  provisions  to 
the  contrary  contained  in  the  deed  of  assign- 
ment, the  trustee  is  entitled  to  charge  by  time, 
if  that  method  is  more  advantageous  to  him. 
We  are  a  little  sceptical  as  to  whether  this 
decision  would  of  necessity  be  adopted  in  other 
Courts,  but  for  what  it  is  worth  it  is  satis- 
factory from  the  point  of  view  of  the  trustee. 
As  respects  creditors,  however,  it  is  not  quite 
so  satisfactory.  It  is,  of  course,  well  known 
that  there  are  grave  abuses  connected  with 
the  working  of  the  Deeds  of  Arrangement 
Act  at  the  hands  of  unscrupulous  persons 
who  describe  themselves  as  accountants ;  and, 
if  these  individuals  are  to  be  entitled  to 
charge  for  their  services  by  time  on  the  full 
scale  ordinarily  allowed  to  qualified  accountants 
in  first-class  practice,  there  would  as  a  rule  be 
but  little  difficulty  in  the  way  of  their  carrying 
out  their  primary  object  in  taking  such  trustee- 
ships— namely,  securing  to  themselves  the  whole 
of  the  realisable  assets  without  rendering  them- 
selves liable  to  criminal  proceedings.  Our  own 
view  is  that,  speaking  generally,  a  procedure 
which  enables  a  trustee  to  assess  his  own 
remuneration,  and  which  leaves  dissentient 
beneficiaries  no  other  remedy  than  an  action 
at  law,  is  an  unsatisfactory  procedure,  and  one 
that  in  the  interests  of  the  profession  should  be 
modified  with  all  reasonable  speed. 
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A  Susrsrestion  for  the  Resrulatlon  of 
Balance  Sheets. 


'TTHERE  are  few  writers  upon  accountancy 
subjects  whose  contributions  are  more 
welcome  and  suggestive  than  those  of  Mr.  T.  A. 
Welton,  F.C.A.,  and  accordingly  the  paper 
under  the  above  heading,  which  he  read  at  a 
recent  meeting  of  the  Sheffield  Chartered 
Accountants  Students'  Society — a  full  report  of 
which  appeared  in  our  issue  of  the  19th  ult. — 
will  no  doubt  have  been  read  with  the  greatest 
attention  by  all  our  subscribers. 

In  a  measure,  Mr.  Welton  returns  to  the 
controversy,  in  which  he  figured  some  fifteen 
years  since,  concerning  what  is  profit  of  a  com- 
pany ;  but  this  time  he  comes  forward  with  a 
definite  constructive  policy,  and  thus  gives  an 
increased  and  novel  interest  to  a  subject  about 
which,  it  is  to  be  feared,  there  is  far  too  little 
serious  thought  at  the  present  time.  Indeed, 
the  subject  now  before  us  lies  at  the  very  root 
of  all  statements  of  account,  calling,  as  it  does, 
for  the  reconciliation  of  the  practically  irrecon- 
cilable. Theoretically,  a  Balance  Sheet  is  sup- 
posed to  show  the  financial  position  of  an 
undertaking,  and  its  Revenue  Account  the 
profits  earned  by  carrying  on  business  opera- 
tions during  the  past  financial  period.  One  is 
supposed  to  be  a  necessary  corollary  of  the 
other.  But  this  theory  altogether  ignores  the 
very  important  fact  that  there  are  other  profits 
and  losses  besides  those  occurring  as  a  result 
of  carr>ing  on  business,  which,  if  included 
in  the  Revenue  Account,  will  undoubtedly 
destroy  its  use  as  a  test  of  the  efficiency  of  the 
management  of  the  business,  but  which,  if 
excluded,  will  either  cause  a  distinct  hiatus 
between  the  Revenue  Account  and  the  Balance 
Sheet,  or  else  require  the  Balance  Sheet  itself 


to  equally  ignore  these  extraneous  profits  and 
losses.  In  view  of  the  fact  that  there  is  often 
the  greatest  difficulty  in  determining  the  exact 
extent  of  these  extraneous  profits  and  losses,  and 
the  further  fact  that  it  is  sometimes  practically 
impossible  to  determine  them  at  all,  the 
Balance  Sheet  in  practice  is  frequently  framed 
upon  purely  conventional  lines  rather  than  as  a 
reliable  statement  of  the  financial  position.  It 
is  the  uncertainty  as  to  what  a  Balance  Sheet 
means,  which  is  so  unsatisfactory  in  itself,  that 
has  doubtless  brought  about  Mr.  Welton's 
suggestion  for  the  regulation  of  Balance  Sheets 
that  forms  the  subject  of  his  paper. 

Mr.  Welton's  suggestion  is  that  there  should 
be  a  law  under  which  every  company  is  called 
upon  to  adopt  bye-laws  regulating  the  prepara- 
tion of  its  accounts,  the  law  to  provide  typical 
bye-laws,  to  be  binding  in  case  the  company 
adopts  none  of  its  own  making. 

It  is  unnecessary  for  us  to  follow  Mr- 
Welton  into  the  various  details  of  the  scheme : 
suffice  it  to  say  that  he  anticipates  all  the  more 
serious  practical  difficulties  involved,  but  does 
not,  we  think,  grapple  sufficiently  definitely 
with  the  problem  of  Secret  Reserves,  or  with 
the  inherent  difficulty  of  setting  a  money  value 
upon  all  the  outstanding  operations  of  a  going 
concern.  We  do  not  quite  gather,  in  the  first 
place,  whether  Mr.  Welton  proposes  to  sanc- 
tion or  to  abolish  Secret  Reserves  in  toto,  or 
whether  he  advocates  a  middle  course.  Appa- 
rently he  inclines  to  the  latter  view;  but  in  that 
event  it  seems  to  us  that  he  renders  nugatory 
much  that  he  has  previously  been  contending 
for,  in  that  he  deliberately  reintroduces  the 
element  of  uncertainty  into  Balance  Sheet 
values,  and  sanctions  the  retention  of  constant 
figures  in  the  Balance  Sheet,  even   although 
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there  may  have  been  material  alterations  in  the 
values  themselves.  We  do  not  see  how,  at  this 
time  of  day,  it  is  really  open  to  anyone  to  go 
back  upon  existing  business  methods,  and 
require  a  company  to  state  all  its  assets  in  its 
Balance  Sheet  at  their  proper  values;  but  unless 
one  is  prepared  to  go  so  far  as  that,  one  can 
hardly  get  further  than  a  requirement  that  the 
values  shall  be  at  least  as  great  as  the  Balance 
Sheet  figures,  which  still  leaves  the  published 
Balance  Sheet  an  admittedly  incomplete  state- 
ment, that  fails  to  disclose  the  true  position 
of  affairs.  It  would,  of  course,  be  open  for  com- 
panies, by  their  own  bye-laws,  to  decide 
whether  or  not  they  would  sanction  a  Secret 
Reserve  in  their  case,  but  it  is  not  difficult  to 
foresee  that,  were  a  law  passed  of  the  kind  sug- 
gested by  Mr.  Welton,  all  the  most  unde- 
sirable companies  would  take  power  to  create 
Secret  Reserves  for  the  sake  of  the  "  kudos  "  thus 
to  be  secured.  In  the  nature  of  things  the 
exact  extent  of  the  Secret  Reserve  would  have 
to  remain  undisclosed,  and  might  be  so  incon- 
siderable that  a  fictitious  reputation  could  be 
thus  secured  at  a  very  trifling  sacrifice.  On 
the  other  hand,  supposing  that  the  principle  of 
the  Secret  Reserve  be  thrust  overboard  alto- 
gether, and  each  company  is  required  to  so 
frame  its  Balance  Sheet  that  it  really  discloses 
its  financial  position,  we  come  back  to  the  oft 
expressed  difficulty,  of  finding  out  what  that 
position  is  while  the  undertaking  remains  a 
going  concern.  Prudent  directors  naturally 
err  upon  the  safe  side,  a  policy  which  neces- 
sarily involves  the  creation  of  Secret  Reserves 
if  there  is  to  be  any  margin  of  safety  at  all ; 
while  those  who  do  not  look  ahead,  and  care 
little  or  nothing  about  what  happens  in  the 
future,  attach  a  very  liberal  meaning  to  the 
expression  "going  concern,"  which,  it  must  be 


admitted,  is  in  itself  sufficiently  vague.  We 
are  afraid  that  no  amount  of  bye-laws  would 
solve  the  inherent  difficulty  of  valuing  unrealised 
(and  perhaps  unrealisable)  assets.  For  the 
protection  of  directors  it  seems  necessary  that 
they  should  be  allowed  a  very  wide  latitude  in 
the  matter,  and  while  that  latitude  is  permitted, 
the  precise  meaning  of  any  published  Balance 
Sheet  must  be  proportionately  vague. 

Upon  the  whole,  however,  we  think  at  least 
this  might  be  said  in  favour  of  Mr.  Welton's 
contentions,  that  a  very  large  number  of  com- 
panies might  with  advantage  adopt  the  Double- 
Account  System,  which  would  enable  share- 
holders to  definitely  see  what  assets  were 
valued  at  their  original  cost,  and  what  assets 
were  valued  at  what  was  thought  to  be  their 
then  realisable  value.  Reserves  (disclosed) 
might  be  provided  to  cover  any  estimated 
shrinkage  in  the  value  of  capital  assets  which 
it  was  thought  desirable  to  provide  for  out  of 
Revenue,  and  if  the  principle  of  the  Secret 
Reserve  were  definitely  sanctioned,  it  might  be 
given  effect  to  by  permitting  an  undertaking  to 
debit  Revenue  from  time  to  time  with  such 
reserves  as  it  thought  fit ;  to  invest  a  corre- 
sponding amount  of  money  outside  the  busi- 
ness; and  to  omit  to  disclose  such  investments 
and  reserves  on  the  face  of  the  published 
accounts.  Another  form  of  optional  bye-law, 
which  would  be  decidedly  advantageous  under 
certain  circumstances,  would  be  one  restricting 
dividends  to  a  prescribed  figure  until  the 
Secret  Reserve  had  accumulated  to  10  per 
cent,  of  the  subscribed  capital  (including 
debentures).  It  would  not  be  difficult  to 
multiply  suggestions  of  this  description,  but  it 
is  difficult  (and,  it  seems  to  us,  absolutely 
impossible)  to  forego  the  inherent  objection 
with  regard  to  the  whole  matter — that  inasmuch 
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as  a  Balance  Sheet  must  necessarily  to  a  very 
large  extent  be  a  question  of  mere  opinion,  no 
amount  of  regulations,  no  matter  how  ingeni- 
ously devised,  can  really  do  much  in  the  direc- 
tion of  making  it  more  definite  than  it  is  at 
present.  In  individual  cases  a  Balance  Sheet 
can  always  be  made  definite  and  precise  by 
those  who  wish  it  to  take  that  form  ;  but  we 
think  it  would  defy  the  ingenuity  of  anyone  to 
frame  regulations  compelling  directors  to  make 
their  Balance  Sheets  definite  and  precise  when 
for  any  reason  they  preferred  not  to  do  so,  and 
we  are  afraid  that  in  a  large  number  of 
cases  they  will  continue  to  prefer  them 
indefinite. 


Dotes   on  tbe  £t>i&ence 

TAKEN    BY  THE 

Select  Committee  on  5ncome-tas,  1906. 


By  R.  N.  Carter,  F.C.A. 


The  evidence  taken  by  the  Committee  being  now 
available  it  may  be  useful  to  supplement  the  notes 
published  in  your  issue  of  December  15th  1906  by 
reference  thereto. 

The  Blue  Book  contains  260  pages,  and  it  is  unlikely 
that  many  will  have  either  time  or  inclination  to  go 
through  it,  but  the  following  digest  may  be  helpful. 
The  numbers  in  brackets  refer  to  the  Questions  and 
Answers  as  per  tbe  Blue  Book. 
The  witnesses  examined  were : — 
Sir  Henry  Primrose  (Chairman  of  the  Board  of  Inland 

Revenue). 
Mr.   Bernard  Mallet    (a    Commissioner    of   Inland 
Revenue  and  a  member  of  the  Board,  who  wrote 
an  introduction  on  Foreign  Systems  for  the  Blue 
Book,  which  was  laid  before  Parliament). 
Mr.  L.  G.  Chiozza  Money,  M.P.  (Author  of  "  Poverty 

and  Riches")* 
Mr.  Wm.  Gayler  (Chief  Inspector  oi  Stamps  and 

Taxes  under  tbe  Board  of  Inland  Revenue). 
Mr.  Arthur   Lyon  Bowley,   M.A.   (Lecturer  of  the 
London  School  of  Economics  and  a  member  of 
the  Council  of  the  Statistical  Society). 


Mr.  T.  A.  Coghlan  (a  member  of  the  Council  of  the 
Statistical  Society,  and  who  for  20  years  was 
Government  Statistician  in  New  South  Wales, 
and  is  now  statistical  adviser  to  the  Federal 
Government). 
Mr.  Philip  Snowden,  M.P.  (who  appeared  as  represen- 
tative of  the  Labour  party). 
Sir  Thos.  Hewitt  (a  K.C.,  and  Counsel  and  Clerk  to 
the  Commissioners  of  Taxes  for  the    City  of 
London). 
Mr.  J.  Spencer  Phillips  (President  of  the  Institute  of 

Bankers  and  Chairman  of  Lloyd's  Bank). 
Mr.  Harold  Cox,  M.P. 
Mr.    Walter    Gyles    (a    Special    Commissioner    of 

Income-tax). 
Sir  Felix  Schuster. 
Mr.  Algernon   H.  Mills  (for  25  years  a  partner  in 

Glyn,  Mills  &  Co*s.  bank.) 
Evidence  was  adduced  at  great  length  as  to  the 
probable  number  of  persons  in  various  grades  of 
income — presumably  with  the  view  of  enabling  the 
Board  of  Inland  Revenue  to  estimate  the  yield  of  the 
tax  under  any  proposed  system  of  graduation,  &c. 

Mr.  Bowley  and  Mr.  Coghlan  in  particular  went  very 
deeply  into  the  subject. 

Mr.  Bowley  regretted  that  the  information  available 
was  not  used  more  for  statistical  purposes,  as  useful 
information  could  be  obtained  from  it  [1,162]  ;  and 
Mr.  Coghlan  stated  we  were  statistically  behind  other 
countries  [ii397]«  Victoria  being  especially  advanced 
[1.403J. 

Sir  Henry  Primrose  thought  the  estate  duty  statistics 
were  not  helpful  except  in  the  case  of  very  large 
estates  [22]  ;  the  reverse  applied  to  the  case  of  the 
inhabited  house  duty  statistics,  as,  in  the  higher  regions 
of  income,  tbe  house  rent  bore  a  very  indefinite 
proportion  to  the  income  [24].  This  endeavour  at 
comparison  was  further  complicated  by  the  fact  that 
banks  where  the  manager  lived  on  the  premises,  and 
the  halls  of  the  Oxford  Colleges,  &c.,  were  assessed  as 
**  inhabited  houses "  [31] ,  and  that  in  England  flats 
were  assessed  as  a  whole  [32] . 

He  thought  there  were  rather  over  750,000  people 
with  an  income  below  ;{7oo  and  250,000  above  [33]  ; 
perhaps  800,000  and  300,000  respectively  [37] . 

Mr.  Chiozza  Money,  M.P.,  considered  800,000  a 
maximum  [506]  and  that  300,000  was  excessive  [508] . 

Mr.  Bowley  also  thought  a  total  of  1,100,000  was 
excessive  [1,278]. 
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BasiDg  his  calcalation  on  the  inhabited  house  duty 
statistics,  which  he  considered  more  useful  for  the 
parpose  than  those  relating  to  the  estate  duties  [41] , 
Sir  Hy.  Primrose  estimated  the  number  of  those 
enjoying  ^'5,000  per  annum  and  upwards  at  a  minimum 
of  7t5oo  and  a  maximum  of  12,500 — say  10,000— but 
perhaps  12,000  would  be  nearer  [3,259  (13)] . 

He  divided  these  as  follows : — 
D.  /"SjOoo  to  ;f  10,000        ...      6,500  [65]. 

C.  10,000  „    20,000        ...      2,500  [63]. 

B.  20,000  „    40,000        ...         750  [62]. 

A.  over  40,000  ...         250  [57]. 

As  to  Class  A.  he  felt  fairly  certain  of  being  about 
right  [55] ,  of  the  others  he  was  more  uncertain,  par- 
ticularly of  Classes  C.  and  D.  [65] . 

Any  estimate  of  the  number  of  persons  with  incomes 
between  £2,000  and  ;£'5,ooo  would,  he  considered,  be  so 
conjectural  as  to  be  valueless  [107] . 

Mr.  Coghlan  thought  inhabited  house  duty  returns, 
taken  not  alone,  but  in  connection  with  other  returns, 
were  very  valuable  [1,391] ,  and  that  the  estate  duty 
statistics  were  very  valuable  indeed  [1,393]  • 

Sir  T.  Hewitt  thought  that  the  figures  were  purely 
speculative  [2,070] ,  but  later  stated  that  from  inquiries 
he  had  made  he  thought  they  were  correct  [2,284] . 

Mr.  Gyles  did  not  attach  any  importance  to  rent  paid 
'2,718],  but  approved  Sir  H.  Primrose's  estimates 
[2,744] . 

Sir  Henry  Primrose  considered  that  the  dislike  to 
the  income-tax  at  present  would  be  intensified  by  a 
super  tax,  and  that  such  super  tax  would  lead  to  legal 
evasion  by  leaving  profits  abroad,  thus  substituting 
assessment  on  remittances  for  assessment  on  accounts 
here — "  the  most  vulnerable  part  of  our  tax  "—and  by 
mdndng  division  of  capital  among  the  family.  In  the 
former  case  the  Revenue  would  lose  not  only  the  super 
tax  but  also  the  present  tax  [77] . 

Mr.  Chio2za  Money  thought  these  fears  exaggerated 
[780  et  seq.]. 

Also  Mr.  Coghlan,  who  said  it  had  been  talked  of  in 
Victoria  but  had  not  happened  [1,378] ,  but  he  after- 
wards admitted  that  there  was  no  comparison  (as  to 
investors)  between  the  United  Kingdom  and  the  colony 
of  Aastralia  [1,469]. 

Taking  a  super  tax  of  3d.  in  the  £  from  £5,000  to 
if  10,000 ;  6d.  on  ;f  10,000  to  ;f 20,000 ;  9d.  on  ;f 20,000  to 
£40,000,  and  IS.  on  over  £40,000,  Sir  Henry  Primrose 
estimated  a  gross  yield  of  £3,200,000  [74],  but  it 
was  a  sanguine  estimate  to  look  for  75  per  cent, 
of  what  ought  to  be  received   [82],  and  he  thought 


£1,000,000  might  be  escaped  by  legal  evasion  [77], 
so  that  the  net  yield  might  not  be  more  than 
£1,500,000  (and  Sir  T.  Hewitt  agreed  [2,392]);  and, 
further,  any  encouragement  to  invest  in  foreign  bearer 
bonds  would  diminish  the  receipts  for  stamp  duty  on 
transfers  [82]. 

Sir  F.  Schuster  also  thought  that  a  permanently  high 
tax  would  increase  evasion  [2,878,  2,897]  • 

Sir  Henry's  idea  of  the  machinery  for  the  collection 
of  the  super  tax  was  that  it  should  be  dealt  with  by 
Special  Commissioners  [88]  ;  local  Surveyors  would 
furnish  lists  of  persons  whom  they  thought  had  £5,000 
per  annum  or  upwards  [92] ,  and  such  persons  would 
be  required  to  give  returns  with  full  particulars  of 
income  from  all  sources,  but  his  difficulty  was  how  to 
check  such  returns  in  respect  of  what  was  not  in  them 

[92]. 

He  rather  aptly  defined  '*  practicability  "  as  "  the 
substantial  balance  of  advantage  over  disadvantage  " 
[6J. 

Mr.  Gyles  said  that  his  experience  of  hearing  appeals 
all  over  the  country  led  him  to  the  view  that  an 
exceptional  tax  on  a  particular  class  (the  super  tax) 
would  cause  greater  prejudice  than  if  the  same  sum 
were  taken  by  the  ordinary  tax  [2,715-6]. 

One  serious  practical  financial  difficulty  which  he 
raised  was  the  amount  of  tax  which  would  be  outstand- 
ing, pending  appeals  [2,754] . 

He  thought  that  if  there  was  to  be  a  super  tax,  strong 
powers  to  call  for  books  and  examine  clerks  on 
oath  would  be  required  [3,087].  Such  examination 
would  be  bitterly  resented  [3,130] ,  and  it  was  a  most 
serious  objection,  but  he  thought  it  better  to  face  these 
difficulties  at  once,  and  make  provision  for  them  rather 
than  to  let  them  crop  up  in  a  year  or  two  and  have  to 
amend  the  Act  [3,131]. 

Sir  Felix  Schuster  was  quite  convinced  that  gradua- 
tion by  a  maximum  tax  in  the  first  instance  followed  by 
reduction  was  impracticable,  the  super  tax  on  individual 
returns  being  the  only  feasible  method  [2,921] . 

Sir  T.  Hewitt  drew  a  terrible  picture  of  the  powers, 
&c.,  necessary  to  put  a  super  tax  in  operation  [2,261] , 
viz.: — 

Onerous  penalties  for  false  returns,  £ailure  to  make 
returns,  or  false  declarations. 

Powers  to  demand  list  of  dividends  paid. 

Powers  to  compel  attendance  and  demand  answers  to 
all  inquiries. 

Powers  to  require  returns  in  detail  showing  debts, 
mortgage,  ^c,  &c, 
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Powers  to  require  production  of  business  books, 
baiik  books,  &c« 

And  finally,  power  to  the  assessing  authority  to  make 
assessments  regardless  of  the  statements  ot  the  tax- 
payer—but subject  to  a  right  of  appeal. 

On  this  point  Mr.  Phillips  was  most  distinctly  opposed 
to  a  power  to  inspect  accounts  with  banks.  He  thought 
it  would  be  absolutely  fatal  and  would  have  serious 
effects  in  inducing  people  to  hoard,  and  that,  probably, 
in  bank  notes,  which  would  necessitate  the  keeping  of 
much  gold  by  the  banks  [2,428] .  Indeed,  he  did  not 
think  the  people  would  stand  it  [2,436] . 

Sir  Felix  Schuster  was  equally  firm  against  it,  and 
moreover  stated  that  it  would  be  useless  [2,854]  as, 
even  in  the  case  of  foreign  income,  a  person  would  have 
it  remitted  to  him  by  draft,  and  would  pay  it  into  his 
bank  as  cash  [2,855] . 

(To  be  continued.) 


TRIlceftlB  "Wotee* 


Bankruptcy  Law  The  twenty-seventh  meeting  of  the 
Amendment.  Bankruptcy  Law  Amendment  Com- 
mittee was  held  on  the  14th  inst.  at  the  Royal  Courts  of 
Justice,  Mr.  Muir  Mackenzie  (the  chairman)  presiding. 
Evidence  was  given  by  Mr.  Hubert  Smith,  Fellow  of 
the  Institute  of  Chartered  Accountants  (representing 
the  Sheffield  Chamber  of  Commerce),  whose  evidence 
related  mainly  to  the  question  whether  it  is  desirable 
to  give  publicity  to  assignments  of  book  debts,  and  by 
Mr.  William  Walter  Read,  Fellow  of  the  Institute  of 
Chartered  Accountants. 


The  Mother  of  ^^^  legislative  machinery  seems  to  run 
Parliament!  and   more  smoothly  in  the  Colonies  than  in 

her  Dantfhten.  the  mother  country,  for,  as  the  Globe 
points  out,  while  our  Statute  Book  received  only 
twenty-three  additions  in  1905,  New  Zealand  passed 
sixty-four  public  Acts,  and  British  Columbia  fifty- 
eight.  It  is  interesting  to  note  that  Queensland 
admitted  women  to  practise  at  the  Bar,  the  use  or 
wearing  of  the  customary  official  wig  in  any  Court  in 
British  Columbia  was  prohibited,  while  New  Zealand 
authorised  its  law  officers  to  prohibit  the  reporting  of 
trials  where  the  interests  of  public  morality  warrant  it. 


The  statistics  recently  published  by 
Bradstreet    Company,  of  New  York, 
show  that  the  prosperity  which  has 
"alien  to  the  lot  of  the  United  States  of  late  has  been 
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accompanied  by  a  considerable  reduction  in  the  number 
of  failures,  the  number  for  1906  (9,385)  showing  a 
decrease  of  59  per  cent,  on  the  figures  for  1905,  which 
were  in  turn  4*3  per  cent,  below  the  records  for  1904. 
The  liabilities  iuvolved,  however,  representing  nearly 
;f  32,000,000,  exceeded  by  4*4  per  cent,  the  amount  for 
the  preceding  year,  and  this  unfortunate  fact  is  said  to 
be  due  to  **  a  few  large  banking  suspensions,"  which,  as 
a  financial  contemporary  says,  is  a  polite  way  of  saying 
that  some  financial  institutions  got  involved  in  reckless 
speculation  in  Wall  Street  and  burnt  their  fingers.  It 
is  interesting  to  note  that  about  four-fifths  of  the  failures 
were  due  to  faults  on  the  part  of  the  bankrupts,  cover- 
ing the  usual  catalogue  of  incompetence,  inexperience, 
lack  of  capital,  unwise  credits,  speculation,  neglect  of 
business,  personal  extravagance,  and  fraudulent  dispo- 
sition of  property,  while  the  remainder  were  due  to 
circumstances  beyond  their  control.  Human  nature 
seems  to  be  much  the  same  on  both  sides  of  the 
Atlantic. 


The  Qnalillcatlone  '^^c  report  of  the  public  examination 
of  a  Direetor.  of  the  directors  of  a  notorious  "  bank- 
ing "  corporation  affords  interesting  reading.  One  of 
the  members  of  the  board  admitted  that  the  company 
was  registered  in  Guernsey  in  order  that  the  stamps 
and  fees  and  the  drastic  conditions  of  English  company 
law  might  be  evaded.  He  had  kept  a  fish  shop,  dealt 
in  mineral  water,  occupied  a  position  as  traveller  and 
canvasser,  and  had  no  knowledge  of  the  English  com- 
pany law !  The  directors  each  bought  one  share,  and 
he  and  two  other  directors  held  twenty  shares  between 
them,  which  they  had  not  paid  for.  The  bond  system 
arranged  by  the  company  was  so  drawn  that  payments 
were  forfeited  unless  the  bondholder  kept  up  his 
monthly  instalments.  He  did  not  know  where  the 
reserve  fund  and  bond  redemption  fund  had  gone  to — 
possibly  they  had  been  spent !  Happily,  this  "  finan- 
cier's "  career  has  been  cut  short,  but  the  moral  of  it 
all  is  too  persistently  obvious  for  mere  words. 


Midi  d  ^*  ^^  announced  that,  commencing  on 
Railway  the  i6th  inst.,  the  Midland  Railway 
Innovation.  Company  have  decided  to  issue  week- 
end tickets  between  all  stations  on  their  system  (with  a 
few  exceptions),  instead  of,  as  hitherto,  limiting  such 
facilities  to  certain  seaside  and  pleasure  resorts.  The 
rate  will  be  single  fare  and  a  quarter  for  the  double 
journey,  with  a  minimum  of  4s.  first  class  and  2s.  6d. 
third  class.    No  restrictions  in  the  way  of  luggage,  &c., 
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appear  to  be  attached  to  the  issue  of  these  tickets, 
and  we  should  imagine  that  the  public  will  much 
appreciate  the  concession,  which  is  likely  to  be  followed 
by  other  railway  companies  in  the  near  future.  Most 
seaside  towns  are  already  rendered  accessible  in  this 
way  by  all  the  companies,  but  we  have  never  been  able 
to  understand  why  the  issue  should  be  confined  to  such 
narrow  limits. 


DaAiiltloBt  '^^c  case  of  Goldmann  v.  Kann  reveals 
Wanted.  ^n  important  point  which  will,  perhaps, 
repay  further  investigation.  Certain  shares  had  been 
sold  for  "  settlement  coming  out,*'  but  as  the  directors 
of  the  company,  contrary,  it  was  said,  to  the  provisions 
of  the  articles  of  association,  had  declined  to  issue 
certificates  for  shares  not  fully  paid  up,  the  vendor  was 
unable  to  tender  a  certificate  and  the  purchaser 
repadiated  the  contract.  Strictly  speakiug,  we  sup- 
pose the  purchaser  was  entirely  within  his  legal  rights 
in  crying  off  the  contract  since  his  conditions  had  not 
been  fulfilled,  but  even  supposing  that  "  settlement 
coming  out "  docs  mean  the  "  coming  out  of  the  certifi- 
cate for  the  shares,"  for  which  at  present  we  only 
appear  to  have  the  authority  of  Mr.  Justice  Channell, 
we  should  have  thought  that  the  entry  in  the  Share 
Register  might  have  been  accepted  as  evidence  of 
ownership.  Perhaps  some  of  our  readers  may  be  able 
to  afford  us  other  definitions  of  a  phrase  which  is 
certainly  new  to  us. 


UMlaliiMd  ^  point  of  some  interest  came  before 
Mr.  Justice  Buckley  a  short  time  since 
in  Re  Crisp  &  Co.,  Lim,  (in  Liquidation), 
as  to  how  certain  dividends  that  had  not  been  claimed 
by  shareholders  of  the  old  company  should  be  dealt  with 
by  the  liquidator  appointed  when  the  company  was  recon- 
structed in  1905.  His  Lordship  directed  that,  in  so  far 
as  these  unclaimed  dividends  had  been  provided  by  the 
vendor  of  the  old  company  under  his  guarantee  that  the 
dividend  should  not  be  less  than  a  prescribed  minimum, 
th3  liquidator  must  hold  the  amount  unclaimed  as  trustee 
for  the  executors  of  such  vendor  (now  deceased),  and  that 
the  remainder  ought  to  be  paid  to  the  new  company 
subject  to  any  claims  of  the  shareholders  of  the  old 
company  entitled  to  claim  payment  thereof. 


A  recent  issue  of  The  Investors*  Guardian 
m^jttttmJOnoM      contains  some  interesting  statistics  as 
In  1906.  jq  company  registrations  during  the 

past  year,  which  show  that  the  total  number  of  new 


companies  registered  in  1906  was  4,395,  against  3,967 
in  1905,  aud  3,481  in  1904.  As  usual,  the  largest 
nominal  capital  is  for  purposes  of  mining  and  explora- 
tion, which  represent  approximately  one-sixth  of  the 
total,  or  a  little  under  26  millions.  Motor  undertakings 
come  next,  with  something  over  gi  millions,  followed  by 
railways  and  tramways,  with  upwards  of  8  millions, 
and  shipping,  banking,  and  finance  with  yi  millions 
each.  Irish  and  Scottish  companies  show  an  equally 
satisfactory  increase,  while  it  is  no  less  gratifying  to 
observe  that  the  publicity  given  to  registrations  in  the 
Channel  Islands  has  caused  them  to  drop  to  compara- 
tively insignificant  proportions,  the  total  number  of 
such  registrations  for  last  year  being  only  11,  as  against 
59  in  1904,  and  the  total  capitalisation  i^  millions, 
against  upwards  of  14  millions. 


Direotora  and  The  recently  issued  half-yearly  report 
Proxies.  of  the  London  and  North-Westem 
Railway  Company  makes  reference  to  the  litigation 
which  took  place  a  short  time  ago  on  the  question  of 
proxies.  The  directors  state  that  they  acted  **  solely 
"  and  entirely  in  the  interests  of  the  company  and  in 
<*  discharge  of  their  manifest  duty,"  and  they  claim  that 
the  decision  in  the  action  we  have  mentioned  shows 
that  the  Court  was  of  the  same  opinion.  Nobody,  of 
course,  doubts  that  the  directors  acted  in  good  faith 
and  to  the  best  of  their  belief  in  the  interests  of  the 
company,  but  that  was  hardly  the  question  before  the 
Court,  the  issue  being  as]to  control ;  and  it  may  be  that 
in  time  to  come  the  matter  will  be  tested  again,  for  the 
latest  decision  is  not  exactly  satisfactory  or  convincing. 


Statements  ot  At  the  Bow  Street  Police  Court,  a  short 
Company       ^^^^  since,   a  former    director  of  the 

Liquidation.  Land  Options  and  Estates,  Lim.,  was 
ordered  to  pay  a  penalty  of  ;f  10  and  £2  2S.  costs  for 
failing  to  submit  to  the  Ofiicial  Receiver  a  statement  of 
affairs  of  the  company  within  the  prescribed  period,  it 
being  stated  that  he  was  164  days  in  arrear.  The 
defendant  pleaded  that  the  general  manager  of  the 
company  was  in  a  better  position  to  supply  the  infor- 
mation asked  for  than  himself,  but  the  representative  of 
the  Board  of  Trade  mentioned  that  as  a  rule  only 
directors  or  secretaries  were  proceeded  against  in  cases 
of  this  kind.  There  can  be  no  question  as  to  the 
primary  responsibility  of  directors  in  such  matters,  and 
it  is,  we  think,  only  in  cases  where  it  is  quite  clear  that 
the  information  could  be  more  conveniently  obtain^'* 
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from  so bordi  nates  that  the   directors'  statutory  res- 
ponsibility should  not  be  insisted  upon. 


Bnmnderof      The    question    asked    by    our    corre- 
Bharef.  spondent  **  Alpha  "  last  week  is  one  that 

has  been  repeatedly  dealt  with  in  these  columns  so  far  as 
the  matter  can  be  usefully  discussed  in  general  terms. 
Naturally,  in  all  cases]  that  arise  in  practice  the  advice 
of  a  competent  solicitor  should  be  secured,  and,  if 
necessary,  counsel's  opinion  obtained.  Speaking  in 
quite  general  terms,  however,  it  may  be  stated  that 
although  the  point  is  not  entirely  free  from  doubt,  it  is 
generally  thought  that  fully  paid-up  shares  may  be 
surrendered  by  those  desirous  of  pro  tanto  improving 
the  financial  position  of  a  company.  It  is  generally 
thought  that  the  best  method  of  carrying  out  the 
transaction  is  for  the  shares  to  be  transferred  to  trustees, 
who  hold  them  on  behalf  of  the  company,  as  this  gets 
over  any  possible  doubt  as  to  whether  what  is  in  effect 
substantially  a  reduction  of  the  company's  capital 
is  in  order. 


„    .  .    ,       We  understand  that  a  scheme  has  been 
■miioipfti 

iBtnranoe  brought  forward  and  recommended  to 
in  excelBls.  ^^e  Capetown  City  Council  to  provide 
for  the  insurance  against  fire  of  all  the  buildings  in  the 
city  by  the  Council,  the  cost  thereof  to  be  met  by  an 
increase  in  the  rates.  It  is  some  time  since  we  heard 
of  a  scheme  quite  so  wild  or  so  entirely  opposed  to  all 
business  principles.  The  essence  of  all  insurance  is  to 
provide  as  large  an  area  of  insurance  as  possible  with  a 
view  to  insuring  a  minimum  amount  of  loss  payable  in 
any  one  year.  Insurance  companies  accordingly  spread 
their  risks  and  refuse  to  take  more  than  a  certain 
minimum  in  any  one  building  or  in  any  one  district ;  yet, 
apparently,  it  is  gravely  suggested  that  the  citizens  of 
Capetown  should  deliberately  throw  over  the  advan- 
tages of  fire  insurance,  and  run  the  risk  of  absolute  ruin 
in  the  event  of  the  city  being  at  any  time  destroyed  by 
fire;  or,  short  of  that,  should  run  the  risk  of  an  enormous 
increase  in  the  rates  in  the  event  of  there  being  a  bad 
fire  in  any  one  year.  The  idea  of  municipal  insurance 
is  sufficiently  doubtful  from  the  point  of  view  of  sound 
finance  when  applied  to  all  the  buildings  municipally 
owned  throughout  the  whole  of  this  country,  because 
even  then  there  is  an  artificial  narrowing  of  the  field  of 
risk,  which  should  in  all  cases  be  as  wide  as  possible ; 
but  any  suggestion  that  a  sound  insurance  business 
could  be  built  up  within  so  small  an  area  as  the  confines 


of  a  single  city  could,  it  seems  to  us,  only  be  put 
forward  by  those  who  do  not  know  and  have  not  taken 
the  trouble  to  inquire  what  insurance  really  is. 


Tnut  CompMilet  Our  contemporary  the  Municipal 
and  DepreoiatioB.  Journal  is  apparently  highly  gratified 
to  learn  that  it  is  proposed  to  reduce  the  capital  of  the 
London  Trust  Company,  Lim.,  and  that  Lord  Avebury 
has  asked  to  be  relieved  of  his  duties  as  a  director,  so 
that  he  may  reduce  his  business  engagements.  Our 
contemporary  is  pleased  to  think  that,  as  his  Lordship 
has  been  director  of  a  company  that  has  made  a  loss 
on  Capital  Account,  it  is  not  open  to  him  to  take  local 
authorities  to  task  as  to  the  sufficiency  of  the  provision 
that  they  may  make  for  the  depreciation  of  assets  in 
their  trading  departments.  We  know  nothing  about 
the  circumstances  of  the  London  Trust  Company,  Lim. ; 
but  we  may  mention,  for  the  information  of  our  con- 
temporary, that  many  such  companies  are  formed 
virtually  upon  the  principles  obtaining  when  a  deceased 
testator  leaves  his  estate  in  trust  for  a  life-tenant  with 
remainder  to  others ;  that  is  to  say,  certain  provisions 
are  laid  down  for  the  reasonable  safeguarding  of  the 
capital,  and  subject  to  such  provisions  it  is  provided 
that  all  net  income  received  is  to  be  divided.  Whether 
it  is  altogether  desirable  to  base  limited  companies 
upon  these  principles  is  no  doubt  a  debatable  point, 
but  it  is  clear  that  a  man  may  be  connected  as  director 
with  such  a  company  and  yet  be  quite  competent  to  dis- 
cuss the  depreciation  question  in  all  its  bearings.  If 
private  investors  like  to  arrange  their  companies  upon 
a  terminating  basis,  and  the  law  so  permits,  it  is  hardly 
open  for  others  to  criticise  so  long  as  creditors  are  not 
defrauded ;  but,  if  local  authorities  frame  their  finances 
upon  similar  linesr  they  must  expect  to  be  told  that  the 
provision  they  are  making  for  depreciation  is  alto- 
gether inadequate  to  maintain  their  undertaking  upon 
a  permanent  basis — and  that,  of  course,  is  a  public  and 
not  a  private  matter. 


It  has  been  pomted  out  that  the  new 
The  Hew  Table  A.   ^  .  .     ^  .  .,,,,.. 

Table  A  was  drawn  up  with  the  inten- 
tion of  saving  small  companies  the  expense  of  furnishing 
special  articles  of  association,  but  its  effect  in  practice 
is  not  quite  in  accordance  with  the  wishes  of  those 
who  would  register  without  the  aid  of  a  solicitor. 
The  difficulty  arises  out  of  the  fact  that  the  declaration 
of  compliance  with  the  requisitions  of  the  Companies 
Acts  must  be  made  by  a  solicitor,  or  by  a  director 
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named  in  the  articles  of  association.  Under  the  old 
Table  A,  clause  53  provided  that  the  subscribers  to  the 
memorandum  of  association  should  be  deemed  directors, 
and  a  declaration  signed  by  one  of  these  signatories  has 
hitherto  been  accepted  by  the  Registrar  of  Joint  Stock 
Companies.  The  new  Table  A,  however,  does  not 
contain  any  such  clause,  and  hence,  where  Table  A  is 
adopted,  the  declaration  of  a  solicitor  engaged  in  the 
formation  of  the  company  is  imperative.  We  do  not 
altogether  accept  the  theory  that  the  new  Table  A  was 
drafted  for  the  purpose  of  saving  legal  expenses ;  the 
idea  was,  we  think,  rather  that  the  old  schedule  had 
become  obsolete. 


The  lintltnto  of  On  the  13th  inst.  the  Duke  of  Argyll 
DirMton.  presided  over  a  meeting  of  the  Insti- 
tute of  Directors  at  which  Mr.  Harold  Brown,  a 
member  of  the  firm  of  Linklater  &  Co.,  read  an  inter- 
esting paper  on  Company  Law  Amendment.  He 
deprecated  fresh  legislation  on  any  point  unless 
absolutely  necessary,  first  because  it  would  add  to  the 
impression  as  to  the  onerous  nature  of  the  responsi- 
bilities imposed  upon  directors,  and  thus  increasingly 
deter  the  best  men  from  accepting  office ;  and  secondly, 
because  it  would  lead  the  public  to  believe  that  some 
substantial  additional  security  had  been  devised  for 
their  protection.  He  argued  that  the  wisest  policy  was 
not  to  attempt  to  keep  shareholders  and  creditors  in 
swaddling-clothes  or  leading-strings,  but  rather  to  get 
them  to  understand  that  there  were  great  risks  neces- 
sarily attendant  on  investing  in  any  business  or 
trade  whatsoever ;  that  these  risks  existed  in  a  greater 
d^;ree  in  connection  with  investing  in  companies  ;  and 
that  confieqoently  they  should  not  invest  in  any  com- 
pany unless  they  had  good  ground  for  believing  that 
they  could  rely  on  the  ability  and  integrity  of  its 
directors,  and  that  even  then  they  should  divide,  and 
thus  average,  the  risks  of  their  investments,  by  not 
putting  too  many  eggs  in  one  basket.  This  is,  no 
doubt,  excellent  advice,  but  we  are  afraid  that  it  will 
be  a  long  time  before  its  advantages  are  brought  home 
to  the  average  investor. 


Bapntod  With  all  deference  we  may  perhaps  be 
Owmnbip,  allowed  to  express  a  doubt  as  to  whether 
the  decision  of  Mr.  Justice  Bigham  in  Re  Button^  which 
was  given  in  our  Law  Reports  of  the  9th  inst.,  will  stand. 
With  all  respect  we  doubt  whether  it  is  sound  law,  and 
it  seems  to  us  very  bad  common  sense.     The  pro- 


visions of  Section  37  of  the  Bankruptcy  Act,  1883,  with 
regard  to  reputed  ownership,  provide  that  if  the  true 
owner  of  goods  allows  them  to  remain  in  the  possession 
of  another,  under  such  circumstances  that  persons 
giving  credit  to  the  latter  might  reasonably  think  that 
those  goods  were  his  own,  they  shall  in  the  event  of 
bankruptcy  be  so  regarded.  The  obvious  intention  of 
this  provision  is  to  hit  the  very  clever  man  who  wishes 
to  **  sit  upon  the  fence,"  and  thus  secure  the  advantages 
of  selling  his  goods  to  an  unstable  customer,  and  yet  of 
calling  for  the  return  of  those  goods  if  he  finds  himself 
unable  to  secure  payment  therefor.  The  law  says  that 
under  such  circumstances  the  true  owner  is  not  to  have 
his  goods  back.  The  applicant  in  Re  Button  argued 
that  this  in  effect  compelled  him  to  regard  them  as 
having  been  sold  to  the  bankrupt,  and  thus  gave  him  a 
right  to  prove  for  the  value.  His  Lordship,  however, 
appears  to  have  decided  substantially  that,  when  the 
clause  operated  at  all,  its  effect  was  that  the  owner  of 
the  goods  lost  them  absolutely,  and  had  no  right  of 
proof  in  the  bankruptcy.  We  should  be  interested  to 
know  how  his  Lordship  would  decide  a  case  in  which 
the  amount  of  the  goods  in  dispute  was  so  great  that 
they  would — following  his  ruling  in  Re  Button — provide 
a  surplus  after  payment  of  2os.  in  the  £  and  interest  to 
the  creditors.  Would  he  hold  that  the  surplus  so 
created  should  go  into  the  pocket  of  the  bankrupt :  or 
would  he  then  admit  that  the  true  owner  had  some 
equitable  rights  in  the  matter  ?  If  the  former,  we  may 
expect  the  enterprising  alien  to  soon  begin  practising  a 
new  form  of  bankruptcy  fraud,  which  will  enable  him 
speedily  to  amass  considerable  wealth. 

The  Jurtidlotioii    ^  P^^°*  °^  ^°™®  mterest  with  reference 
of  the  Palatine     to  winding-up  procedure  in  the  Court 
Court.  Qf  Chancery  of  Lancaster  came  before 

the  Court  of  Appeal  last  week  in  Re  State  Banking 
Corporation,  Lim,,  the  point  being  as  to  whether  the 
Court  could  order  service  of  proceedings  on  persons 
resident  out  of  its  jurisdiction.  The  question  was, 
however,  settled  by  Section  8  of  the  Court  of  Chancery 
Lancaster  Act,  1854,  which  empowers  the  Court  of 
Appeal,  in  all  cases  in  which  a  person  who  may  be  a 
necessary  or  proper  party  to  any  suit  or  other  matter 
in  the  Palatine  Court  not  subject  to  its  jurisdiction,  either 
to  order  a  transfer  of  the  proceedings  to  the  High  Court 
or  to  direct  service  out  of  the  jurisdiction  of  the  Palatine 
Court.  In  the  exercise  of  the  power  thus  conferred 
upon  it  the  Court  of  Appeal,  in  the  case  just  referred 
to,  ordered  the  service  outside  of  the  county  of  Lan- 
caster of  summonses  for  a  balance  order  to  enforce  a 
call  due  from  contributories. 
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Corre0pon&ence  an&  Snauirie^. 


All  communications  to  the  Editor  should  be 
by  letter  only. 


iWi  an  at  all  times  ready  to  insert  correspondence  on 
matters  of  interest  to  the  Profession^  but  we  do  not  of  course 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intendea 
for  current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents,  not  necessarily  for 
publication,  but  as  a  guarantee  of  good  faith.] 


Deeds  of  Arrangement— Stamp  Duty. 

{To  the  Editor  of  The  Accountant.) 
Sir, — I  am  trustee  under  a  deed  of  arraDgemcDt,  in 
a  case  where  the  creditors  reside  in  various  parts  of 
England,  and  in  order  to  avoid  the  necessity  of  send- 
ing the  deed  to  each  one  for  execution,  a  printed  form 
of  assent  has  been  forwarded  to,  and  signed  by,  each 
one.  By  the  wording  of  the  form  the  creditor  consti- 
tutes me  his  attorney  to  execute  the  deed  on  his 
behalf.  Is  it  necessary  that  this  authority  should  bear 
a  108.  stamp  as  a  power  of  attorney,  or  is  it  exempt 
from  stamp  duty  as  in  bankruptcy  ? 

Yours  faithfully, 
14th  February  1907.  A.C.A. 

Deeds  of  Assignment. 

{To  the  Editor  of  The  Accountant.) 

Sir, — In  reply  to  your  correspondent  "A,  F.  D.,'* 
the  point  may  be  shortly  put  that  where  a  debtor 
assigns  his  property  for  the  benefit  of  his  creditors 
generally^  every  creditor  is  entitled  to  the  opportunity 
of  assenting.  The  trustee  is,  therefore,  trustee  for  the 
whole  of  the  creditors  of  the  debtor.  If  the  trustee 
has  the  right  to  exclude  any  creditor,  the  deed  is  not 
one  for  the  benefit  of  creditors  generally. 

I  do  not  know  of  any  case  to  the  effect  that  where  a 
creditor  sends  to  a  trustee  notice  that  he  has  a  claim,  ' 
without  specifically  assenting,  such  notice  will  be 
tantamount  to  an  assent  as  being  an  intimation  to  the 
trustee  that  he  desires  his  claim  to  be  dealt  with  under  ' 
the  administration.  The  question  is,  therefore,  whether 
such  conduct  amounted  to  assent,  and  whether  the 
deed  provides  that  the  assets  shall  be  distributed 
among  the  creditors  of  the  debtor,  or  only  among 
*hose  creditors  who  shall  assent  in  writing  before  a 


given  date.  And,  even  if  the  latter,  it  is  not  necessary 
to  assent  in  writing,  and  the  trustee,  having  had  notice 
of  the  claim,  must  give  the  creditor  an  opportunity  of 
assenting  before  distributing  the  assets.  If,  therefore, 
he  wrongfully  excludes  a  creditor  from  assent,  he  will 
be  liable,  and  a  County  Court  action  may  be  brought 
against  him  for  the  amount  of  the  dividend. 

The  cases  are  mostly  old  ones,  the  most  recent  being 
a  nisi  prius  decision  at  a  Yorkshire  Assize,  reported  in 
The  Accountant  about  the  year  1898. 

The  following  cases  deal  with  the  question  raised  : — 
Field  V,  Donoughmore,  1  Dr.  &  War.  228;  Biron  v. 
Mount.  24  Beav.  649  ;  Raworth  v.  Parker,  2  K.  &  J.  169 ; 
Whitmore  v,  Turquand,  3  De  G.  F.  &  J.  iii ;  Gould  v. 
Robertson,  4  De  G.  &  Sm.  509;  Watson  v.  Knight, 
19  Beav.  369 ;  Broadbent  v,  Thornton,  4  De  G.  &  Sm. 
65;  Field  V.  Cook,  23  Beav.  600;  Forbes  v,  Limond, 
4  De  G.  M.  &  G.  298 ;  Nicholson  v.  Tutin,  2  Kay  &  J.  18 ; 
Dunch  V.  Kent,  1  Vern.  260 ;  and  Brandling  v.  Plummer, 
27  L.J.  Ch.  188. 

The  question  is  purely  a  legal  one,  and  I  am  giving 
only  a  layman's  opinion  upon  it,  but  if  your  correspon- 
dent lays  the  whole  circumstances  before  a  solicitor, 
I  think  he  will  find  the  position  to  be  as  I  have 
stated  it. 

Yours  obediently, 

DAVID  P.  DAVIES. 
39  van  Drid  Sir  oat,  Nijmegeft, 
16th  February  1907. 


Valuation  of  Qoodwili  for  Probate. 

(To  the  Editor  of  The  Accountant,) 
Sir, — I  shall  be  much  obliged  if  you  or  any  of  your 
readers  can  tell  me  whether  it  is  necessary  to  value 
the  goodwill  of  a  testator's  business  for  purposes  of 
probate.  In  cases  of  partnership  it  is  usually  settled 
by  the  partnership  deed  how  much  the  deceased  partner 
is  entitled  to  for  his  share  of  goodwill,  but  in  a  business 
of  which  the  testator  is  sole  proprietor  it  is  probable 
that  there  is  some  goodwill,  but  it  is  practically 
impossible  to  estimate  how  much  it  will  realise.  It 
seems  to  me  that  the  rational  way  is  to  value  the  assets 
on  a  '*  going  concern  "  basis,  including  nothing  for 
goodwill,  for,  if  the  business  is  not  sold  as  a  whole,  this 
valuation  will,  no  doubt,  be  quite  high  enough ;  but  I 
should  be  glad  of  a  higher  authority  than  mine  on 
the  subject. 

Yours  faithfully, 

ENQUIRER. 
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Profits   Prior   to   Incorporation: 

{To  the  Editor  of  The  Accountant,) 
Sir, — A  company  is  formed  to  take  over  a  business 
as  a  going  concern  from  the  ist  January  1906.  Tlie  com- 
pany is  not  incorporated  until  the  31st  March  1906. 
Under  the  contract  of  sale  the  profits  of  carrying  on 
the  business  since  the  ist  January  were  to  belong  to 
the  company.  There  is  little  doubt  that  the  profit 
made  between  these  dates  (which  is  substantial)  is  not 
divisible  as  profit  by  way  of  dividend,  but  the  point  is 
whether  it  is  permissible  for  the  company  to  write  off 
any  portion  of  its  preliminary  expenses  out  of  this 
profit.  I  am  aware  that  it  may  be  urged,  on  the  one 
hand,  in  accordance  with  Professor  Dicksee's  views, 
that  the  purchase*  price  would  be  enhanced  by  reason 
of  the  company  taking  the  profits  as  from  the 
ist  January,  but,  as  a  fact,  this  is  not  so— the  purchase- 
price  was  settled  upon  before  the  commencement  of 
the  year,  and  the  profits  up  to  the  date  when  the  com- 
pany was  incorporated  played  no  part  at  all  in  the 
preliminary  negotiations.  It  is  not  suggested  that  the 
profit  made  for  this  period  is  applicable  for  dividends, 
although  in  this  particular  instance  it  might  reasonably 
be  contended  so.  It  would,  however,  appear  to  me 
that  the  directors  would  be  quite  justified  in  crediting 
to  Preliminary  Expenses  the  profit  made  for  this 
period. 

I  should  be  glad  to  hear  your  views  or  the  views  of 
any  of  your  readers  on  this  point. 

Yours  faithfully, 
15//1  February  1907.  R.  W. 

Fluctuations  and  Profits. 
(To  tie  Editor  of  The  Accountant,) 
Sir, — The  report  referred  to  in  your  issue  of  the  9th 
inst.  correctly  gives  my  contention,  although  some  of 
the  figures  I  quoted  are  omitted.  On  p.  222  of  the 
Treasurer's  Abstract  of  Accounts  for  the  year  ending 
31st  March  1906  will  be  found  the  "  Markets  Depart- 
ment Balance  Sheet,"  and  on  the  liability  side  thereof 
particulars  of  the  "  Surplus  and  Sinking  Fund,"  from 
which  I  quoted  the  following  summary : — 

Amount  at  March  1905 ^592,454 

Add  Liquidation  of  Debt 6,722 

„    Surplus  Income  6,704 

605,880 
Deduct  Amount  applied  in  aid  of  Rates . .        11 ,000 

594,880 
Net  Increase,  as  ascertained  by  Quinquen- 
nial Valuation 59^025 

;f  653.905 


The  Markets  Committee  is  a  revenue  earning  depart- 
ment, and  at  the  date  referred  to  bad  £zfiii  los.  6d. 
in  the  bank,  and  ;£'2,504  us.  8d.  owing  by  sundry 
debtors.  There  would,  therefore,  be  no  occasion  to 
apply  to  the  Local  Government  Board  for  a  loan; 
ordinary  revenue  would  find  the  gold. 

But  this  is  only  a  side  issue  in  a  more  important 

question  ;  and  that  is,  should  the  *'  exchange  value  "  of 

fixed  assets  be  increased  by  quinquennial  valuations, 

so  long  as  they  remain  absolutely  removed  from  the 

market  ? 

I  am,  yours  truly, 

FRANCIS  G.  BURTON. 

Manchester,  13/A  February  1907. 


Exemption  from  the  institute's  Preiiminary 
Examination. 

(To  the  Editor  of  The  Accountant.) 

Sir, — A  point  recently  arose  in  my  experience  in 
connection  with  the  above  which  I  think  is  of  interest 
to  the  profession,  and  the  matter  seems  to  me  to  be 
one  calling  for  some  amendment. 

A  clerk  wished  to  be  articled  to  me,  and  produced 
for  the  purpose  of  obtaining  exemption  a  certificate  of 
the  Oxford  Senior  Local  Examination  Boards  which 
set  out  that  he  had  passed  in  Arithmetic,  Religious 
Knowledge,  History,  Grammar,  Composition,  Litera- 
ture, Geography,  Latin,  French,  Mathematics,  Higher 
Mathematics. 

On  presenting  this  certificate  to  the  Institute,  the 
Secretary  informed  me  that  it  could  not  be  received  as 
an  exemption,  inasmuch  as  it  did  not  contain  Dictation 
among  the  subjects.  In  reply  I  pointed  out  that  the 
candidate  had  already  passed  in  Dictation  as  a  junior 
candidate,  and  produced  the  Oxford  Local  Certificate 
in  confirmation.  I  further  suggested  that  the  Senior 
Local  Examination  Board  did  not  include  Dictation  in 
their  compulsory  subjects,  possibly  concluding  that  a 
candidate  who  had  passed  in  the  Senior  Division  in 
"Grammar,  Composition,  and  Literature,"  might  be 
fairly  assumed  proficient  in  so  elementary  a  subject  as 
Dictation. 

The  Secretary,  however,  stated  that  he  could  not 
grant  exemption  unless  a  certificate  for  Dictation  were 
issued  by  the  Oxford  Senior  Local  Examination  Board. 
As  a  consequence  a  special  Dictation  paper  had  to  be 
sent  in  to  a  representative  of  the  Oxford  University ;  the 
candidate  had  to  present  himself  for  special  examina- 
tion ;  the  Dictation  paper  was  duly  forwarded  to  the 
authorities  at  Oxford ;  the  authorities  at  Oxford  duly 
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certified  the  fact  that  the  candidate  had  passed  in 
Dictation ;  and  the  Secretary  of  the  Institute  in  due 
course' issued  an  exemption  certificate,  with  a  special 
entry  upon  it  that  the  candidate  (who  had  passed  in 
all  the  before-named  subjects)  had  satisfied  the 
authorities  in  regard  to  his  proficiency. 

I  suggest  that,  under  the  proviso  of  Bye-law  77,  an 
option  might  be  given  to  dispense  with  such  an  elemen- 
tary subject  as  Dictation  in  the  cases  where  the  candi- 
date had  passed  in  the  Senior  Division  of  the  Oxford 
and  Cambridge  Local  Examinations.  The  present 
course  of  procedure  seems  to  me  one  that  gives  pro- 
spective articled  clerks  and  their  principals  unnecessary 
trouble,  and  to  my  mind  is  too  strict  an  adherence  to 
the  letter  of  the  law. 

I  am,  yours  faithfully, 

February  igth  1907.  A.C.A. 

[It  is  a  mere  act  of  grace  on  the  part  of  the  Institute 
to  allow  exemption  from  the  Preliminary  Examination 
on  production  of  other  bodies'  certificates.  No  doubt 
the  Institute  would  infinitely  prefer  all  candidates  to 
pass  its  own  Preliminary  Examination. — Ed.  AccL] 


Form  of  Accounts. 

{To  the  Editor  of  The  Accountant.) 
Sir, — In  glancing  through  the  "  Uniform  System  of 
Hospital  Accounts,"  as  revised  and  adopted  by  King 
Edward's  Hospital  Fund,  on  the  report  of  Mr.  J.  G. 
Griffiths,  I  notice  that  in  the  model  Income  and  Expen- 
diture Account  the  income  is  placed  to  the  debit,  and 
the  expenditure  to  the  credit  of  the  account. 

I  should  be  glad  to  know  whether  you  consider  this 
to  be  a  correct  method  of  stating  such  an  account. 

Yours  faithfully, 
igth  February  1907.  SECRETARY. 


XCbe  institute  of  Cbatteted  Bccountants 
in  Bnaland  and  TIQlales* 


The  following  is  a  list  of  applicants  admitted,  at  the 
Council  meeting  held  on  the  6th  February  1907,  who  com- 
pleted their  membership  before  the  21st.  inst. : — 

Former  Member  readmitted  to  Membership  as  a  Fellow. 
Robertson,  Duncan  Douglas,  Moorgate  Station  Chambers, 
E.C. 

Associates  elected  Fellows. 
Bartholomew,   Allen    Gilbert    (Monkhouse,    Stoneham   & 
Co.),  695  Salisbury  House,  London  Wall,  E.C. 


Bradshaw,  Edwin,  4  Egypt  Street,  Warrington. 

Casey,    Arthur    Bertrand    (Thomas    H.     Casey    &    Son), 

24,  25,  &  26  Pearl  Buildings,  Portsmouth. 
Gath,     Walter,     Prudential     Buildings,     Queen     Street, 

Nottingham. 
Gray,    Paul   Hewson    (Gray   &   Stainiorth),   31    Lombard 

Street,  E.C. 
Martin,  Thrale  Coulson,  Milburn  House,  NewcasUe-upon- 

Tyne. 
Moulson,  John  Marsden,  29  York  Street,  Sheffield. 
Paterson,  Edward  (Ashworth,  Mosley  &  Co.),  45  Spring 

Gardens,  Manchester ;  and  at  Belfast  and  Bury. 
Tingle,  FranJc  (Tingle,  Comber  &  Co.),  no  Cannoa  Street, 

E.C. 
Winter,    Robert    Pearson    (John    M.    Winter    &    Sons), 

16  Market  Street,   Newcastle-upon-Tyne. 

Admitted  as  Associates  in  Practice, 
Myers,  John,  Junr.,  14  Louis  Street,  Chapel  town  Road, 

Leeds. 
Revell,  Frank  Ethelbert  (ReveU  &  Revell),  69  &  71  New 

Street,  Huddersfield. 

Admitted  as  Associates  not  in  Practice, 
Adams,  Henry  Francis,  clerk  to  E.  P.  Steeds,  20  Friar 

Lane,  Leicester. 
Adams,  Tom  James  Bethell,  clerk  to  Viney,  Price  &  Good- 
year, 99  Cheapside,  E.C. 
Allan,  William  Campbell,  clerk  to  Monkhouse,  Goddard 

&  Co.,  St.  Nicholas  Chambers,  Newcastle-upon-Tyne. 
Aris,  Joseph   Leslie,    clerk    to    Robert    Pittman   &    Co., 

6  Guildhall  Chambers,  31  Basinghall  Street,  E.C. 
Bailey,  John,  clerk  to  A.  T.  Chew,  i  Finsbuiy  Circus,  E.C. 
Bairstow,  Edgar,  8  Grandsmere  Place,  Halifax. 
Bangham,  Frederic  Ernest,  86  Bryn  Road,  Swansea. 
Bayley,   Harry  Alfred  Lavender,  clerk  to  David  Smith, 

Gamett  &  Co.,  22  Booth  Street,  Manchester. 
Beadles,  Horace  Allies,  clerk  to  J.  &  A.  W.  Sully  &  Co., 

19  &  21  Queen  Victoria  Street,  E.C. 
Birkett,  James,  Junr.,  clerk  to  Harmood,  Banner  &  Son, 

24  North  John,  Street,  Liverpool. 
Bland,  Edmund  Gains,  clerk  to  Price,  Waterhouse  &  Co., 

3  Frederick's  Place,  Old  Jewry,  E.C. 
Bowden,  John  Hope,  clerk  to  Harper,  Pilling  &  Harper, 

23  Acresfield,  Bolton. 
Brandon,    Vernon    Gething,    clerk    to    Morris,    Gregory, 

Holmes  &   Hansford,    Parr's   Bank   Buildings,   3   York 

Street,  Manchester. 
Broadhead,  Edward  Geoffrey,  "  Fernville,"  Goole,  Yorks. 
Bromiley,    Harold,    clerk  to   S.    Horrocks,   9   Acresfield, 

Bolton. 
Brown,  Oswald  Montague,  clerk  to  Annan,  Dexter  &  Co., 

21  Ironmonger  Lane,  E.C. 
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Burteashaw,  Frank  Aubrey,  clerk  to  Cash,  Stone  &  Co., 

90  Cannon  Street,  £.C« 
Cane,    Herbert,    clerk   to   Whinney,    Smith    &    Whinney, 

32  Old  Jewry,  E.C. 
Carder,  Frederick  William,  clerk  to  Thomas  H.  Gough  & 

Wright,  267  Castle  Street,  Dudley. 
Chandler,  George  Lee,  B.A.,  clerk  to  Hamilton,  Adams  & 

Co.,  16  &  17  Devonshire  Square,  E.C. 
Claypole,  Henxy  Miles  Waller,  clerk  to  Josolyne,  Miles  & 

Blow,  259  Rue  St.  Honore,  Paris. 
Clayton,  Arthur  Essen,  clerk  to  T.  A.  Pearce,  47  South 

Street,  Dorchester. 
Clifford,  Arthur  Hennon,  34  Parliament  Hill,  Hampstead, 

N.W. 
Cloutte,    Herbert,    James,    clerk    to    Deloitte,    Plender, 

Griffiths  &   Co.,    5   London   Wall    Buildings,  Finsbury 

Circus,  E.C. 
Clow,  John  Percy,  clerk    to   J.    Cherry,  13  New  Street, 

Leicester. 
Cobley,   G«orge  Hugh,   clerk    to    R.     S.    Cobley,    36   & 

38  Southampton  Street,  Strand,  W.C. 
Cowell,    Percy   Septimus,    clerk    to    James   &   Edwards, 

5  Coleman  Street,  E.C. 
Dean,  Reginald,  clerk  to  Edwin  Collier  &  Co.,  Parr's  Bank 

Buildings,  3  York  Street,  Manchester. 
Dicks,  Malcolm  Pickard,  6  Belmont  Villas,  New  Walk, 

Leicester. 
Disley,    Harold   Rostron,    clerk    to    Butcher,    Litton   & 

Pownall,  42  Spring  Gardens,  Manchester. 
Edwards,  Harold  Victor,  clerk  to  Hart  Brothers,  Tibbetts, 

Heiron  &  Co.,  30  Moorgate  Street,  E.C. 
Foster,  Herbert   Douglas,    clerk   to    Armdtage  &  Norton, 

Market  Place,  Dewsbury. 
Freeman,  Edmond  Carlisle,  clerk  to  Platts  &  Son,  Oxford 

Buildings,  Oxford  Row,  Leeds. 
Freeman,   Harold  John  Jourdan,   B.A.,  clerk  to   Cooper 

Brothers  &,  Co.,  14  George  Street,  Mansion  House,  E.C. 
Garratt,  Austin,  clerk  to  Lovewell  Blake  &  Co.,  Hall  Quay 

Chambers,  Great  Yarmouth. 
Gittins,  Frank  Henry  Albert,  clerk  to  A.  E.  Percy,  2  Priory 

Street,  Dudley. 
Greaves,   Stanly   Haldane   Linford,    clerk   to    Chatteris, 

Nichols  &  Co.,  I  Queen  Victoria  Street,  E.C. 
Hancock.  William,  clerk  to  Ball,  Baker,  Deed,  Cornish  & 

Co.,  I  Gresbam  Buildings,  Basinghall  Street,  E.C. 
Hardwicke,   Frank  Harold,    clerk    to    Walter  &  Smyth, 

Snth^land  Chambers,  High  Street,  Stoke-upon-Trent. 
Hart,  Ernest  Parsons,  B.A.,  4  Salisbury  Road,  Weald- 
stone,  Middlesex. 
Hawthorn,  Edward  Dickenson,  clerk  to  Jackson,  Pixley, 

Browning,  Husey  &  Co.,  58  Coleman  Street,  E.C. 
Heathcote,  Frederic  Lancaster,  derk  to  Heathcote  &  Cole- 
man, 13  Temple  Street,  Birmingham. 


Higgs,  Ralph  Douglas,  clerk  to  Brown,  Peet  &  Tilly,  Bank 

Buildings,  i  High  Street,  Croydon. 
Kirkham,  Frank,  clerk  to  P.  &  J.  Kevan,  12  Acresfield, 

Bolton. 
Leah,  Samuel,  clerk  to  Carnaby  Harrower,  Barham  &  Co., 

College  Hill  Chambers,  E.C. 
Ledgard,  Reginald  Armitage,  clerk  to  Lloyd  &  Walker, 

British    and     Foreign     Chambers,     5     Castle    Street, 

Liverpool. 
Lindley,  Archibald,  Junr.,  clerk  to  Middleton,  Dann  & 

Co.,  Marsden  Chambers,  10  Marsden  Street,  Manchester. 
Longbottom,  John  Singleton,  clerk  to  Armitage  &  Norton, 

Station  Street,  Buildings,  Huddersfield. 
Lucas,  George    Henry,    94    Cheshire    Road,   Smethwick, 

Birmingham. 
Major,   Everard  Pilkington,   clerk  to  John  W.   Hinks  & 

Cranmore  Taylor,  3  Temple  Row,  West  Birmingham. 
Mason,  Henry  Harradine,  clerk  to  C.  F.  Kemp,  Sons  &  Co., 

36  Walbrook,  E.C. 
Meals,  John  Reginald,  clerk  to  Hodgson,  Harris  &  Co., 

Bank  Chambers,  Parliament  Street,  Hull. 
Meares,  Cecil  Stanley,  clerk  to  Cooper  Brothers  &  Co., 

14  George  Street,  Mansion  House,  E.C. 
Morris,  John  Talwin,    clerk    to    Knox,    Cropper  &  Co., 

16  Finsbury  Circus,  E.C. 
Morton.  James  Herbert,  clerk  to  Monkhouse,  Goddard  & 

Co.,  St.  Nicholas  Chambers,  Newcastle-upon-Tyne. 
Moxon,  Geoxige  Archibald,  398  Slade  Road,  Gravelly  Hill, 

Birmingham. 
Nesbitt,  William  Henry  Alexander,  B.A.,  clerk  to  E.  Little- 

john,  Wilson  &  Co.,  85  Gracechurch  Street,  E.C. 
Newson-Smdiih,   Herbert  Henry,  clerk  to  Newson-Smith, 

Lord  &  Mundy,  37  Walbrook,  E.C. 
Owen,  Ralph  David,  clerk  to  David  Owen  &  Co.,  Bank 

Chambers,  Devizes. 
Parish,    Walter   Woodbine,    clerk    to    Deloitte,    Plender, 

Griffiths  &  Co.,    5    London    Wall    Buildings,  Finsbury 

Circus,  E.C. 
Pattinson,  Ismay  Graham,  clerk  to  James  Watson  &  Son, 

24  Devonshire  Street,  Carlisle. 
Phipps,  Percy,  clerk  to  Hays,  Akers  &  Hays,   i   Queen 

Victoria  Street,  E.C. 
Place,  Richard,  clerk  to  Bowman  &  Grimshaw,  26  Birley 

Street,  Blackpool. 
Plummer,  William  Paul,  clerk  to  J.  W.  Davidson,  Cookson 

&  Co.,  6  Castle  Street,  Liverpool. 
Porter,  John  Aloysius,  clerk  to  A.  Whittaker,  Parr*s  Bank 

Buildings,  3  York  Street,  Manchester. 
Price,  Martin,  clerk  to  Viney,  Price  &  Goodyear,  99  Cheap- 
side,  E.C. 
Purtofn,  Lionel  Pardoe,  B.A.,  3  St.  Peter's  Terrace,  Cam- 
bridge. 
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Robinson,  Malcolm  Hugh,  clerk  to  George  A.  Touche  & 

Co.,  Basildon  House,  Moorgate  Street,  E.C. 
Rountree,    Arthur    FitzG<}rald,    clerk    to    David    Smith, 

Garnett  &  Co.,  22  Booth  Street,  Manchester. 
Smedley,  Cuthbert  Eric,  clerk  to  Bolton,  Pitt  &  Breden, 

140  Leadenhall  Street,  E.C. 
Smith,  Johnson  Parker,  clerk  to  W.  Bolton  &  Co.,  13  Spring 

Gardens,  Manchester. 
Smith,    Stanley    Herbert,     clerk    to    Whinney,    Smith    & 

Whinney,  32  Old  Jewry,  E.C. 
Stanser,  Waring,  clerk  to  Hart,  Moss  &  Co.,  22  Moorgate 

Street,  Rotherham. 
Stevenson,   Harold   Beal,    clerk    to    Ball,   Baker,  Deed, 

Cornish  &  Co.,  i  Gresham  Buildings,  Basdnghall  Street, 

E.C. 
Street,  John  Gwynne,  clerk  to  C.  P.  Crookenden,  106  Fen- 
church  Street,  E.C. 
Stretch,  Leonard  Gordon,  clerk  to  Bourner,  Bullock  &  Co., 

Albion  Street,  Hanley. 
Vellacott,  Arthur  Leslie,  clerk  to  Arthur  J.  Hill,  Vellacott 

&  Co.,  I  Finsbujy  Circus,  E.C. 
Wallis,   Samuel   Austin,    B.A.,    64    Melton   Road,   West 

Bridgford,  Nottingham. 
Whyte,  Andflcew,  Junr.,  clerk  to  W.  Arthur  Smith,  Com- 
mercial Chambers,  71  King  Street,  South  Shields. 
Wild,  Norman  Ward,  clerk  to  Franklin,  Wild  &  Co.,  22  & 

23  Broad  Street,  Avenue,  E.C. 
Wood,  William  Threlkeld,  B.A.,  clerk  to  Annan,  Dexter 

&  Co.,  21  Ironmonger  Lane,  E.C. 
Wyllie,   Hugh  William,  clerk  to  Morrish,  Grant  &  Co., 

48  Gresham  Street,  E.C. 
Yeoman,  Lewis  James,  clerk  to  Clark,  Battams,  Lanham 

&  Co.,  7  St.  Mildred  Court,  Bank,  E.C. 


Ube  JSirmindbam  Cbatteteb  Hccountant 
Students'  QocictX!. 


(Affiliated  to  the  Working  Union  of  Students'  Societies  in 
England  and  Wales.) 


Spring  Session,  1907. 


President— ULt,  Walter  Charlton,  F.C.A. 

Hon.  Secretary.— ^r.  P.  F.  Barker,  23  Colmore  Row. 

Feb.  15  (Friday). — Lecture,  "Some  Mixed  Questions  of 
Law  and  Accounts."  By  Mr.  S.  S.  Dawson, 
F.C.A.  Chairman:  Mr.  J.  W.  G.  Hill. 
F.C.A.  (a  Vice-President.)  (This  meeting  will, 
by  kind  invitation  of  the  Chairman,  be 
preceded  by  tea  at  6  o'clock.) 


Feb.  26  (Tuesday). —Debate: 

(a)  That  the  relief  afforded  by  the  Bank- 
ruptcy Acts  should  be  extended  only  to 
debtors  engaged  in  a  trade  or  business, 
and  in  respect  only  of  debts  contracted  in 
the  ordinary  course  thereof. 

(h)  That  an  amendment  of  the  Bankruptcy  Law 
is  desirable  to  make  the  following  mis- 
demeanours punishable  by  imprisonment : 

(i)  Trading  for  a  period  of  six  months 
after  becoming  insolvent. 

(2)  Insolvency  caused  by  extravagant 
living,  gambling,  negligence,  or 
commencing  without  capital. 

Chairman:  Mr.  Luke  J.  Sharp,  F.C.A. 
(This  meeting  will,  by  kind  invitation  of  the 
Chairman,  be  preceded  by  tea  at  6  o'clock.) 

Mar.  12  (Tuesday). — Lecture,  "Some  Points  Relating  to 
Probate  and  Letters  of  Administration."  By 
Mr.  Wyndham  H.  Malins,  B.A.,  Solicitor. 
Chairman:  Mr.  Walter  T.  Owen,  F.C.A. 
(This  meeting  will,  by  kind  invitation  of  the 
Chairman,  be  preceded  by  tea  at  6  o'clock.) 

,,  19  (Tuesday).— Joint  Debate  with  the  Birmingham 
Law  Students'  Society,  at  the  Law  Library, 
Bennett's  Hill.  (Particulars  to  be  announced 
later.) 

„  26  (Tuesday).— Lecture,  Joint-Stock  versus  Private 
Ownership  of  Businesses :  Some  Practical 
Differences  in  their  Commercial  Possibilities." 
By  Mr.  W.  R.  Hamilton,  F.C.A.  Chairman  : 
Mr.  G.  O.  H.  Smith,  A.C.A.  (This  meeting 
will,  by  kind  invitation  of  its  Chairman,  be 
preceded  by  tea  at  6  o'clock.) 

President's  Address  and  Annual   Meeting.     (Date 
to  be  announced  later.) 

All  meetings,  lectures,  and  debates  will  be  held  at  the 
Chartered  Accountants'  Library,  8  Newhall  Street, 
Birmingham,  at  6.30  p.m.,  unless  notice  is  given  to  the 
contrary. 

Smoking  at  Debates. 

Members  will,  subject  to  the  Chairman's  consent,  be 
allowed  to  smoke  at  debates. 


Tuition  Classes  for  Articled  Clerks. 

The  following  classes  are  held  at  the  Birmingham  and 
Midland  Institute  (Room  No.  5),  on  Saturday  mornings, 
commencing  June  8th  1907  until  May  3rd  1908  : — 
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Accounting,  Intermediate^By  Mr.  W.  H.  Lovatt,  A.C.A., 
from  10  to  IX.  15. 

Accounting,  Final^By  Mr.  S.  S.  Dawson,  F.C.A., 
F.C.I.S.,  F.S.S.,  from  11.15  to  12.30. 

Law— By  Dr.  D.  F.  de  I'Hoste  Ranking,  M.A.,  LL.B.  ; 
Intermediate,  10  to  11 ;  Final,  11  to  12. 

The  fee  for  these  classes  is  £5  5s.,  which  entitles  the 
stndent  to  attend  during  his  articles  the  whole  course  of 
lectures  provided,  and  no  reduction  can  be  made  for 
students  not  taking  the  full  course. 

Full  particulars  may  be  obtained  upon  application  from 
the  Hon.  Secretary. 


Prizes  offered  by  the  Society 

(To  Members  only). 

Revised  September  1898. 

Ftnal  Examination. 

First  Placed  Man  (in  England  and  Wales) 
Second    „ 

Third      „        „               ..          „        „ 
Certificate  of  Merit  

An  additional  Prize  of  £2  2s.  will  be  awarded  in  the  event 
of  any  of  the  above  obtaining  an  Institute  Prize. 

Intermediate  Examination, 
First  Placed  Man  (in  England  and  Wales)       ••  £z    3    o 


/3  3 
2  2 
I  II 
I     I 


Second 
Third 


220 
I     I     o 


The  above  Prizes,  to  be  given  in  the  form  of  books,  will 
be  presented  at  the  next  ensuing  annual  dinner. 


Ueviews. 


my  Financial  Affairs. 


London,  1907  :  Chas.  Letts  &  Co.,  3  Royal  Exchange,  E.C. 
Price  los.  6d. 
We  gather  from  the  title-page  that  the  system  upon  which 
this  book  is  based,  which  is  variously  called  the  Block 
System  and  the  Robinson  Method,  is  something  new,  but 
although  we  have  never  seen  anything  quite  like  it.  we  do 
not  think  that  it  embodies  a  single  absolutely  novel  idea. 
For  all  practical  purposes  it  may  be  described  as  a  Tabular 
Cash  Book,  with  bank  columns,  providing  for  the  analysis 
of  expenditure  partly  upon  the  columnar  system  and  part'y 
by  means  of  additional  columns  enabling  a  more  detailed 
description  to  be  appended  to  each  individual  item  where 


necessary.  At  the  same  time  the  work,  which  is  well  got 
up,  and  bound  in  half-basil,  will  be  found  convenient  for 
the  record  of  the  private  accounts  of  the  busy  man  of 
affairs. 


Check  Numbers*  and  other  Aids  to  Balancing 
Boolcs  of  Account. 


By  T.  J.  Millar,  M.A.,  L.L.B..  C.A. 


Edinburgh,  1907  :    Geo.  Waterston  &  Sons.     Price  5s.  net. 

Those  of  our  readers  who  have  been  interested  in  the 
correspondence  on  Check  Figures  which  appeared  in  our 
columns  a  short  time  since  will  doubtless  find  this  little 
handbook  of  interest.  The  author  has  apparently  been  at 
some  pains  to  inquire  fully  into  the  matter,  and  his  con- 
clusions, while  upon  the  whole  apparently  favourable,  are 
by  no  means  one-sided,  and  are  always  interesting.  His 
system  claims  to  be  able  to  instantly  detect  errors  in  posting 
the  wrong  amount,  in  posting  to  the  wrong  side  or  in 
posting  to  the  wrong  account,  and  to  enable  calculations  in 
simple  and  compound  arithmetic  to  be  speedily  verified. 
Certain  new  methods  are  suggested,  while  older  and  useful 
methods  of  checking  are  explained. 


Xanft  Balance  Sbeet9. 


By  Mr.  R.  H.  Inglis  Palgrave,  F.R.S. 


At  the  meeting  of  the  Institute  of  Bankers  on  February 
13,  Mr.  J.  Spencer  Phillips  (the  President)  in  the  chair, 
Mr.  R.  H.  Inglis  Palgrave,  F.R.S.,  read  a  paper  on  "Bank 
Balance  Sheets." 

Referring  at  the  outset  to  recent  papers  by  the  President 
and  Sir  Felix  Schuster  dealing  with  the  present  position 
of  banking  and  the  advisability  of  'some  alterations  in 
method  and  of  additions  to  the  specie  reserve,  Mr.  Palgrave 
said  there  were  many  reasons  which  rendered  a  recon- 
sideration of  the  whole  subject  of  the  reserves  advisable 
at  the  present  time.  Among  these  were  several  domestic 
reasons,  as  the  course  of  the  foreign  trade  of  the  country, 
the  growth  of  the  deposits  in  the  banks,  and  the  increase  in 
the  number  and  importance  of  bank  offices.  There  were 
also  many  reasons  external  to  this  country,  such  as  the 
increasing  wealth  and  banking  power  of  other  countries, 
and  the  greater  number  of  nations  which  employed  a  gold 
standard.  All  these  circumstances  caused  the  demands 
for  currency  and  general  business  purposes  to  become 
more  urgent  and  heavier,  and  the  need  for  an  increased 
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specie  reserve  to  be  greater.  The  figures  of  the  reserve  of 
the  Bank  of  England  in  averages  of  ten  years  from  1845  ^^ 
1904  were  as  foUows : —1845-54,  ;£9,2i  1,255;  i855-^» 
;f8,487,ii6;  1865-74,  ;f  11, 177,150;  1875-84,  ;^i 3,669.000 ; 
1885-94,  ;£i5,48o,ooo;  1895-1904,  ;f25,i8o,ooo.  To  this  he 
had  added  the  aveiages  of  the  balances  of  the  London 
bankers  kept  with  the  Bank  of  England  for  the  correspond- 
ing periods  as  far  as  he  could  trace  them.  The  latest  date 
he  could  give  was  the  year  1877.  The  particulars  had  not 
been  published  later,  but  it  was  much  to  be  desired  that 
they  should  be.  The  figures  obtainable  were : — 1845-54, 
;^'2,023,ooo ;  1855-64,  ;£4.i39,ooo;  1865-74,  ;£7,o8i,ooo; 
1875-77,  ;f  10,572,000.  The  considerable  streiigthening  of 
the  reserve  of  the  Bank  during  the  sixty  years  over  which 
this  statement  extended  would  be  noted,  but  it  would  be 
observed  that  while  the  reserve  of  the  Bank  of  England  had 
only  increased  on  an  average  one-fifth  between  1845  and 
1874,  the  bankers'  balances  with  the  Bank  of  England  had 
increased  to  an  amount  three  and  a-half  times  as  large 
during  the  same  period,  and  later  on,  from  1875  to  1877, 
much  more  rapidly.  Had  the  statement  been  continued  to 
the  present  time  he  felt  certain  that  the  increase  of  the 
bankers'  balances  would  have  been  shown  to  be  far  larger 
in  proportion  than  that  of  the  Bank  reserve  since  1877. 
These  figures  would  show,  though  necessarily  imperfectly, 
that  some  preparations  had  been  made  to  meet  existing 
requirements. 

Monthly  Statements, 

The  subject  of  Balance  Sheets  appeared  at  first  sight 
quite  elementary,  but  iit  was  capable  of  a  great  deal  of 
development;  it  was  closely  connected  with  the  wider 
questions  of  reserves,  and  also  with  the  maintenance  of  a 
good  system  of  banking.  The  first  object  in  preparing  a 
Balance  Sheet  was  to  be  careful  that  it  gave  an  exact  and 
true  statement  of  the  position  of  the  business  of  the  bank 
at  the  date  to  which  it  referred.  It  was  as  important  and 
useful  to  the  banker  himself  as  to  his  shareholders  and 
customers.  Referring  to  the  publication  of  monthly  state- 
ments by  •*  twelve  very  considerable  banks,"  the  lecturer 
said  that  these  banks  carried  on  business  in  very  different 
districts.  One  confined  its  business  entirely  to  London  and 
the  suburbs,  ten  did  business  in  London  and  the  provinces, 
one  was,  strictly  speaking,  an  Irish  bank.  Theiir  average 
holdings  of  money  in  hand  and  at  the  Bank  of  England 
amounted  to  15  per  cent,  of  their  liabilities  or  deposits. 
Taking  their  money  at  call  and  at  short  notice  with  the 
money  in  hand  and  at  the  Bank  of  England  the  propor- 
tion held  was  nearly  30  per  cent,  of  the  liabilities.  Though 
they  were  very  important  banks,  they  did  not  hold  half 
the  deposits  of  the  banks  of  the  United  Kingdom  among 
them.  To  be  of  real  service  the  statement  should  include 
all  the  banks  of  the  country. 


Mr.  Palgrave  suggested  a  new  form  of  monthly  state- 
ment, containing  more  information  than  the  one  now  in 
use.  In  this  form  the  amount  of  cash  in  hand  was  separated 
from  the  balance  at  the  Bank  of  England.  If  banks  were 
willing  to  publish  the  amount  of  their  average  balances  at 
the  Bank  of  England  this  would  clear  the  ground  greatly. 
He  feared  that  this  proposal  might  come  as  a  shock  to  some, 
though,  after  all,  it  was  not  a  more  private  matter  than 
the  amount  of  the  cash  in  hand,  and  one  or  two  banks 
did  it  already.  Were  banks  willing  to  do  this,  the  publica- 
tion of  the  amount  of  bankers'  balances  with  the  Bank  of 
England  would  be  ensured.  After  speaking  in  favour  of 
the  figures  in  the  monthly  statements  being  based  on  daily 
or  weekly  averages,  the  lecturer  proceeded  to  deal  with  the 
form  of  the  Balance  Sheet,  expressing  the  view  that  it  was 
a  good  plan  to  enter  the  amounts  of  deposits  separate  from 
the  amounts  on  current  account.  Where  foreign  bills  were 
dealt  with  it  was  advisable  that  the  banks  should  enter 
the  foreign  bills  negotiated  separately.  It  was  also 
desirable  that  the  inland  bills  held  should  be  divided 
between  those  that  had  less  than  three  months  to  run  and 
those  held  for  a  longer  period,  and  it  would  be  advisable 
to  separate  brokers'  bUis — security  bills,  as  they  were 
sometimes  denominated — from  others  bills,  but  though  he 
was  convinced  this  was  the  right  course  to  take,  he  hesi- 
tated to  make  a  suggestion  which  might  not  be  generally 
acceptable.  The  greatest  differences  he  had  noticed  in 
entries  in  the  Balance  Sheets  had  been  in  the  descriptions 
of  the  amounts  held  in  cash  at  call  and  at  short  notice. 
Banks  sometimes  entered  securities,  such  as  Consols, 
under  these  heads.  Consols  were  certainly  securities  of 
the  highest  character,  but  that  did  not  make  them  **  liquid  *' 
assets,  which  were  what  should  be  entered  in  that  part  of 
the  Balance  Sheet.  A  uniform  system  of  entries  under  this 
head  was  very  advisable,  and  also  as  to  the  amounts  held 
with  the  Bank  of  England,  and  in  **  actual  money,"  mean- 
ing by  money,  notes  of  the  Bank  of  England,  and  specie. 
It  was  ver>'  desirable  that  the  notes  of  the  Bank  of  England 
held  by  other  banks  should  be  entered  separately  in  the 
Balance  Sheets.  They  might  gain  in  some  ways  a  clearer 
idea  of  what  banking  Balance  Sheets  mean/t  by  rendering 
the  amounts  of  the  different  headings — Capital,  Deposits, 
&c. — ^in  percentages  of  the  totals.  There  were  banks 
carrying  on  business  in  difierent  parts  of  the  country  in 
which  this  method  of  computation  was  followed  out.  Bj 
dividing  the  amounts  in  this  maimer  they  could  see  at  a 
glance  what  the  proportion  of  the  advances  made  to  the 
customers  was  to  the  deposits— that  was,  to  the  resources 
of  the  bank.  Dissecting  the  amounts  thus,  they  some- 
times found  banks  carrying  on  most  excellent  and  solid 
businesses  which,  nevertheless,  had  made  such  heavy 
advances  to  their  customers  that  they  could  hardly  be  said 
to  hold  a  sufficient  quanttity  of  liquid  assets  to  make  them 
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^sJe  in  case  of  a  sudden  demand.  One  might  sometimes 
even  come  apoa  cases  which  appeared  to  show  the  advisa- 
bility of  the  amalgamation  of  a  baolc  so  circumstanced 
wkh  another  whose  resources  were  not  set  fast  so  com- 
pletely. A  great  deal  mdgbt  be  learnt  as  to  the  allocation 
c>f  the  profit  earned  by  a  bank  and  other  details  as  to  the 
business  by  dissecting  the  accounts  in  this  manner. 

Uniformity  Urged,- 

The  whole  question  was  a  very  large  one,  and  a  good 
deal  migltf  be  said  about  the  best  form  of  Balance  Sheet 
to  be  adopted.  It  was  desirable  that  all  the  Balance  Sheets 
should  be  arranged  on  one  uniform  plan,  which  should  be 
universally  accepted  by  all  the  banks  in  the  country.  If 
this  were  done,  many  questions  which  now  presented 
difficulties  might  be  easily  arranged.  In  considering  this 
they  had  first  to  remember  what  the  banks  were  which  had 
to  be  dealt  with.  Banks,  in  the  United  Kingdom,  varied  in 
size  as  much  as,  if  not  more  than,  in  any  country  of  the 
world.  To  commence  with  the  Bank  of  England,  its  total 
figures  ran  up  to  about  ;f95,ooo,ooo.  To  take  other 
instances  and  the  figures  conveniently  to  hand,  Lloyds 
dealt  with,  assets  of  nearly  ;£76,ooo,ooo.  The  London  City 
and  Midland  had  jf 63, 500,000,  the  London  and  County 
;£5i,ooo»ooo,  Barclays'  ;f50j0oo,ooo,  the  Union  of  London 
and  Smith's  ;^46,ooo,ooo,  the  London  and  Westminster 
nearly  ;£35,ooo,ooo.  These  banks  were  either  metropolitan 
and  subitfban  or  metropolitan  and  provincial.  Amongst 
those  banks  which  carried  on  business  only  in  the 
provinces,  there  were  some  very  large  figures:  the  Bank 
of  Liverpool  ;£i4» 500,000,  the  North  and  South  Wales  Bank 
^13,000,000,  the  Manchester  and  County  ;^i  2,000,000,  and 
the  WUts  and  Dorset  and  the  York  City  and  County  dealt 
with  very  nearly  equal  amounts.  These  were  examples  of 
the  larger  banks.  There  were  some  banks  holding  very 
much  smaller  amounts,  under  ;f40o,ooo,  and  even  smaller. 
The  total  assets,  omitting  the  Bank  of  England,  were,  in 
round  figures,  ;f  1,000,000,000.  This  amount  was  divided 
amongst  about  ninety  banks,  the  scope  of  whose  business 
extended,  in  some  oases,  over  very  large  districts,  and  in 
others  was  quite  small  and  local.  Yet,  as  the  business  was 
identical  throughout,  it  ought  not  to  be  impossible  to 
arrange  a  Balance  Sheet  which  should  meet  all  the 
difieient  requirements.  There  need  not  be  the  same 
number  of  headings  in  all  cases.  In  some  of  the  smaller 
banks,  headings  which  were  mainly  applicable  to  metro- 
politan institutions  would  not  be  needed.  The  subject 
was  one  of  considerable  importance,  and  it  would  be  a 
pleasure  to  him  if  what  he  had  said  was  of  assistance  in 
drawing  up  such  a  form  as  might  be  generally  used 
throughout  the  United  Kingdom.  The  subject  might  be 
considered  by  such  a  committee  as  Sir  Felix  Schuster  had 
suggested,  or,  if  that  were  more  occupied  with  larger  ques- 


tions, the  Council  of  the  Institute  of  Bankers,  working 
with  the  committee  of  the  Country  Bankers'  Association, 
might  undertake  it,  and  obtain  the  acceptance  of  a  uniform 
plan.  This  would  have  many  advantages  over  a  form 
enjoiiMd  by  an  Act  of  Parliament.  Such  a  form  was  neces- 
sarily rigid.  A  business  might  frequently  alter  in  details, 
and  it  might  not  be  easy  to  fit  the  present  position  into  a 
form  perhaps  fifty  years  old  or  older.  He  had  known  of 
cases  in  which  a  form  of  Balance  Sheet  enjoined  by  Act  of 
Parliament,  now  practically  out-dated,  was  employed,  and 
where  the  accounts  would  be  distinctly  more  intelligible 
if  a  form  adapted  to  the  present  working  could  be  used. 
He  trusted,  therefore,  that  banks  might  be  able  to  agree 
among  themselves  on  the  form  of  a  Balance  Sheet  which 
might  be  generally  acceptable. 

In  the  discussion  which  ensued  Mr.  Hansard  suggested 
that,  in  view  of  the  varying  kinds  of  business  done  by  the 
different  banks,  if  there  were  legislation  on  the  subject, 
considerable  latitude  must  be  given  to  any  one  bank  to 
supplement  official  lines  of  information.  He  hoped  that  in 
any  attempted  legislation  considerable  caution  would  be 
exercised. 

Sir  Felix  Schuster  said  he  was  sorry  the  word  "legisla- 
tion "  had  been  used.  (Hear,  hear.)  He  hoped  they  would 
arrive  at  some  conclusion  which  would  make  legislation 
absolutely  unnecessary.  It  would  be  a  reproach  to  bankers 
if  they  did  not  manage  their  affairs  sufficiently  well,  so 
that  PaiLiament  had  to  come  in  and  legislate  for  them. 

Cordial  thanks  were  voted  to  Mr.  Palgrave  for  his  paper. 
[Financial  Times.) 


Xanfiruptcs  Kefotm* 


By  Allen  Edwards. 


(From  Tht  Jeweller  and  Metalworker.) 


Causes  of  Insolvency, 

In  this,  the  second  portion  of  our  article  upon  "Bank- 
ruptcy  Reform,"  we  propose  to  consider  *•  Prosecutions,*'  a 
subject  which,  perhaps,  is  of  greater  importance  to  jewellers 
than  to  most  other  traders,  because  of  the  facility,  readiness, 
and  secrecy  with  which  the  extremely  valuable  articles  dealt 
with  in  the  trade  can  be  fraudulently  passed  on  fi*om  hand 
to  hand.  Before  commencing,  however,  to  deal  with  a  most 
difficult  and  complicated  question,  it  may  be  useful  for  us 
to  consider  for  a  moment  what  are  the  causes  of  insolvency. 
These  causes  are  variously  given,  on  the  one  hand,  by  the 
debtors  themselves,  and,  on  the  other,  by  Official  Receivers 
and  non-official  investigators  who  report  upon  their  affairs. 
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Some  of  the  causes  with  which  we  are  most  familiar,  and 
which  we  meet  with  day  after  day,  year  after  year,  are  as 
follows,  viz.,  bad  trade ;  bad  times ;  bad  debts ;  increased 
competition  ;  stoppage  of  credit ;  illness  of  debtor,  wife,  or 
children ;  shortness  of  capital ;  bad  bookkeeping ;  specula- 
tion ;  betting ;  living  beyond  means ;  increased  cost  of  raw 
materials;  &c.  &c.  We  know  these  stereotyped  excuses 
only  too  well,  but  those  of  us  who  have  been  for  many  years 
attending  meetings  of  creditors,  and  who  see  the  debtors 
personally  (wretched  looking  objects,  many  of  them)  and  are 
able  to  judge,  both  by  appearances  and. by  the  facts  disclosed 
at  their  meetings,  in  a  very  large  number  of  cases,  in  our 
own  minds  come  to  the  conclusion  that  the  real  causes  of 
their  insolvency  were  want  of  commercial  knowledge  or 
experience,  lack  of  business  acumen,  and  sheer  inability  to 
take  the  lead  in  or  to  manage  any  business  under  the  sun.  In 
many  such  cases  it  is  difficult  to  sympathise  with  creditors 
for  having  trusted  such  manifestly  ignorant  and  untrust- 
worthy persons.  Thousands  of  these  debtors  do  not  possess 
brains  enough  to  commit  fraud,  even  if  they  wished  to  do 
so.  In  some  cases  more  goods  than  they  required  may  have 
been  forced  upon  them  by  travellers  eager  to  do  business. 
In  some  cases  the  debtors  may  have  been  compelled  to  go 
into  business  on  their  own  account,  simply  and  solely 
because  of  their  being  unable  to  obtain  any  employment, 
and  being  naturally  obliged  to  do  something  to  try  to 
maintain  their  families.  It  is  only  right  that  these,  and 
many  other  similar  points,  should  be  taken  into  considera- 
tion when  dealing  with  the  subject  of  "  Prosecutions."  You 
cannot  very  well  deal  in  bankruptcy  with  a  poor  vacant  fool 
in  the  same  way  as  you  would  with  a  hardened  knave. 

Puwning. 

The  subject  of  pawning  is  one  of  permanent  interest  and 
importance  to  the  jewellery  trader.  It  cannot  be  disputed 
that  the  facility  with  which  articles  of  jewellery,  invoiced 
or  sent  out  upon  approbation,  can  be  pawned  is  at  all  times 
a  very  serious  risk  which  traders  have  to  consider  and  allow 
for.  You  cannot  stop  pawning.  The  business  of  a  pawn- 
broker is  in  England  legalised  by  Act  of  Parliament,  and 
there  is  no  reason  to  doubt  that  pawnbrokers  are  just  as 
honourable  a  body  of  traders  as  are  drapers,  grocers,  or 
others.  In  some  countries,  under  the  name  *'  Mont  de 
Pidtd,"  the  business  of  pawnbroking  is  carried  on  officially 
by  the  Governments  concerned.  It  is  hardly  to  be  expected 
that  bankruptcy  legislation,  as  regards  the  pawning  of 
jewellery  articles,  can  be  very  dififerent  to  legislation  as 
regards  other  classes  of  merchandise.  If  the  wife  and 
family  of  any  trader  are  absolutely  in  want  of  food,  and  he 
pawns  a  few  articles  out  of  his  stock  to  keep  them  from 
starvation,  how  would  you  deal  with  such  a  man  ?  Again, 
if  a  trader  is  disappointed  in  receiving  a  remittance  upon 
Mch  he  was  relying  for  the  purpose  of  meeting  a  certain 


bill,  and  the  remittance  does  not  come  to  hand,  and  he, 
for  once  in  his  life,  pawns  a  few  articles  for  /20,  and  uses 
the  proceeds  of  the  pawning  for  meeting  the  bill,  how  are 
you  going  to  deal  with  such  a  case  as  this?  And  there 
are  many  other  similar  cases.  It  may  be  contended  that 
if  a  man  steals  a  loaf  of  bread  wherewith  to  feed  his 
starving  wife  and  children,  he  still  has  to  sufifer  the  penalty 
of  the  law,  but  it  is  doubtful  if  magistrates  and  juries  will 
ever  consider  pawning  for  small  amounts  as  an  offence  to 
be  dealt  with  as  rigorously  as  stealing,  because  they  will 
remember  that  there  is  nearly  always  a  quasi- partnership 
between  debtor  and  creditor,  both  being  interested  in  the 
sale  by  the  debtor  of  the  goods  sold  to  him  by  the  creditor. 
To  put  this  in  other  words,  the  customer  is  oftentimes  a 
sort  of  distributing  agent  of  the  supplier. 

Let  us  now  consider  what  is  the  existing  legislation  as 
regards  bankruptcy  prosecutions  for  pawnings.  The 
Debtors*  Act,  1869,  provides : — 

*'  That  any  person  adjudged  bankrupt  shall  be  deemed 
guilty  of  a  misdemeanour,  and  if  convicted  thereby  shall 
be  liable  to  be  imprisoned  for  any  time  not  exceeding  two 
years,  with  or  without  hard  labour,  if  within  four 
months  next  before  the  presentation  of  the  bankruptcy 
petition  by  or  against  him,  he  being  a  trader,  pawns, 
pledges,  or  disposes  of  otherwise  than  in  the  ordinary 
way  of  his  trade,  any  property  which  he  has  obtained 
upon  credit  or  has  not  paid  for,  unless  the  jury  is  satisfied 
that  he  had  no  intent  to  defraud." 

In  the  Birmingham  Jewellers'  Association's  report,  already 
referred  to,  it  is  advised  that  pawning  transactions  on  the 
part  of  a  debtor  while  insolvent  and  within  six  years  of 
bankruptcy,  should  be  punishable  by  imprisonment.  In  the 
opinion  of  the  writer  this  recommendation  does  not  present 
itself  as  a  very  workable  way  out  of  the  difficulty  which 
undoubtedly  presents  itself.  In  the  first  place,  it  might  be 
an  almost  impossible  task  to  prove  before  any  Court  that  a 
debtor  was  insolvent  five  years  before.  In  the  second  place, 
it  might  be  extremely  difficult  to  collect  together  the  wit- 
nesses of  a  transaction  of  five  years  ago,  and,  moreover,  the 
articles  themselves  would  rarely,  if  ever,  be  available  for 
identification.  In  the  third  place,  a  pawnbroker  is  not 
obliged  to  preserve  his  records  more  than  three  years  after 
the  completion  of  sales  of  unredeemed  pledges.  In  the 
fourth  place,  six  years  is,  in  the  writer's  opinion,  too  long  a 
period  altogether,  to  hark  back  upon.  Further,  in  consider- 
ing the  Birmingham  Jewellers'  Assodation's  recommenda- 
tion that  the  controlling  words  in  the  Debtors'  Act,  "unless 
the  jury  is  satisfied  that  he  had  no  intent  to  defraud,"  should 
be  deleted,  the  writer's  opinion  is  that  the  deletion  of  such 
a  clause  might  almost  amount,  so  far  as  bankruptcy  prose- 
cutions are  concerned,  to  the  abolition  of  trial  by  jury,  which 
is  one  of  the  great  bulwarks  of  our  constitution.  If  traders, 
bankrupts,  or  debtors  are  liable  to  be  prosecuted  for  pawn- 
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ing.  without  proper  benefit  of  jury,  there  must  be  a  legal 
distinction  drawn  between  honest  pawning  and  dishonest 
pawning.  No  jury  in  the  world  would  convict  a  man,  even 
if  insolvent,  if  he  pawned  a  few  goods  to  keep  his  wife  and 
£amily  from  starvation,  and  no  English  Legislature  would 
countenance  such  a  hardship.  At  least,  this  is  what  the 
writer  believes. 

If  we  are,  in  relation  to  the  jewellery  trade,  to  consider 
the  question  of  fraudulent  or  improper  pawning,  why  should 
not  our  proposed  legislation  be  made  to  apply  whether  the 
pawntr  he  bankrupt  or  have  **  failed*^  or  not  ?  Iii  the  writer's 
judgment  pawning  offences  may  be  committed,  and  may  be 
jnst  as  flagrant,  whether  the  pawner  have  become  bankrupt 
or  have  executed  a  deed  of  assignment,  or  even  have  not 
suspended  payment.  That  is  to  say,  under  some  circum- 
stances, it  should  be  possible  to  prosecute  traders  who  have 
not  "failed"  for  improper  pawning.  Thousands  of  insol- 
vent men  never  "fail."  Their  cases  just  '*  slide,"  because 
it  may  not  answer  anybody's  purpose  to  pull  them  up.  As  to 
what  should  constitute  fraudulent  pawning  is  a  puzzle  which 
the  writer  hardly  feels  justified  in  attempting  to  solve.  To 
start  with,  however,  he  would  make  it  absolutely  essential 
for  any  trader,  solvent  or  insolvent,  pawning  any  portion  of 
his  trait  stock,  to  enter  the  fullest  details  in  a  book  ruled 
specially  for  the  purpose.  In  the  article  on  July  15  1905 
the  writer  referred  to  the  books  which  have  to  be  kept  in 
accordance  with  the  '*  Act  for  Regulating  the  Business  of 
Dealers  in  Old  Metals,"  dated  August  6th  1861.  Under 
certain  circumstances,  dealers  in  old  metal  are  compelled  to 
keep  books  in  the  form  prescribed,  with  full  particulars  as  to 
purchases  and  sales.  It  is  somewhat  on  these  lines  that  the 
writer  would  proceed  in  the  case  of  pawning  transactions. 
The  particulars  to  be  entered  should  include  a  full  descrip- 
tion of  the  goods,  date  of  pawning,  date  of  purchase,  name 
of  firm  from  whom  purchased,  whether  paid  for,  name  of 
pawnbroker  with  whom  pawned,  amount  of  advance,  rate  of 
interest,  how  the  money,  the  proceeds  of  the  pawning,  was 
disposed  of,  &c.  &c.  The  keeping  of  these  pledge  books  by 
jewellery  traders  might  be  a  protection  to  the  pawnbroker, 
because,  in  the  case  of  a  doubtful  pledge  being  offered  by 
one  known  to  be  a  jewellery  trader,  the  pawnbroker  could 
ask  for^production  of  the  book. 

It  should  be  a  misdemeanour  to  pawn  any  goods,  not  paid 
for,  witlusi  one  month  of  acquiring  them.  This  would 
probably  put  a  stop  to  obtaining  goods  for  the  express 
parpose  of  pawning  them.  It  should  be  a  misdemeanour 
ior  a  trader  to  pawn  goods,  which  have  not  been  paid  for, 
within  six  months  of  the  commencing  of  the  insolvency 
proceedings— that  is,  where  the  total  amount  borrowed 
in  all  tiki  pawnings  amounts  to  £25  or  upwards.  The 
giving  of  an  acceptance  for  the  goods  ought  not  to  be  con- 
sidered as  payment  unless  the  bill  has  been  actually  met. 


At  present,  there  is  some  doubt  as  to  this  point.  To  con- 
tinue, it  should  be  a  most  serious  misdemeanour  to  pawn  goods 
(trade  stock)  where  the  full  particulars  of  the  goods  pawned 
are  not  entered  in  the  debtor's  books  in  the  prescribed  form 
as  herein  recommended,  and  each  entry  signed  by  the 
principal,  or  where  the  books  are  not  forthcoming  or  available, 
and  the  penalty  under  this  misdemeanour  should  be  greater 
than  the  pawning  offence  which  it  is  sought  to  hide.  And 
the  entries  in  the  book  should  be  absolute  le^al  evidence 
against  the  pawner.  This  would  effect  a  saving  of  50  or  60 
per  cent  at  least  in  the  expenses  of  prosecutions,  because  U 
vvould  obviate  the  necessity  for  producing  the  pawned  goods, 
or  of  calling  as  witnesses  the  supplier  of  the  goods,  or  the 
pawnbroker,  and  the  pawner  would  not  be  able  to  plead 
that  the  goods  had  been  pawned  without  his  knowledge. 
The  enormous  difficulties  of  pawning  prosecutions  under 
the  existing  law  are  referred  to  later  in  this  article.  It 
would  be  a  great  gain  to  pawnbrokers  and  others  not  to 
be  obliged  to  attend  to  give  evidence  in  these  prosecutions. 

A  difficulty  which  is  frequently  experienced  by  insol- 
vency trustees  as  regards  pawned  goods  is  that  pawn- 
brokers sometimes  refuse  to  allow  the  goods  to  be  inspected, 
unless  the  interest  up  to  date  is  paid.  Other  pawnbrokers, 
however,  take  a  more  generous  view  of  their  position,  and 
will  allow  inspection.  Probably  there  would  be  no  objection 
to  legislation  making  it  compulsory  upon  pawnbrokers  to 
show  pawned  goods  to  legally  appointed  trustees  on,  say, 
not  more  than  three  occasions.  A  sufficient  fee  (say  2s.  6d. 
per  pledge)  should  be  payable  to  the  pawnbroker  to  recoup 
him  for  the  trouble  he  may  be  put  to.  Moreover,  inspection 
should  only  be  allowed  to  the  trustee  or  his  duly  authorised 
agent,  for  it  would  hardly  be  fair  to  the  pawnbroker  for  the 
trustee  to  be  permitted  to  send  all  sorts  of  possible  buyers 
to  view  the  goods  in  order  to  ascertain  if  they  were  worth 
redeeming  or  not. 

The  recommendations  herein  as  to  pawning  are 
intended  to  include  pledging  or  dealing  with  goods  other- 
wise than  in.  the  ordinary  way  of  the  particular  trade.  The 
"goods  "  should  include  warrants  and  other  easily  assign- 
able delivery  orders  for  goods. 

The  writer  admits  that  the  whole  subject  of  pawning  is 
full  of  difficulties,  and  that  it  is  quite  possible  that  some 
better  ways  may  be  found  than  those  herein  suggested  of 
dealing  with  these  difficulties. 

Betting, 

Betting  is  not  a  misdemeanour  in  bankruptcy  according 
to  any  existing  Act  of  Parliament.  The  Birmingham 
Jewellers'  Association's  report  would  make  it  punishable 
by  imprisonment : — 
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"For  the  bankrupt  not  to  have  kept  proper  records  of 
"his  betting  transactions  for,  at  any  rate,  such  period  as 
"his  books  show  him  to  be  insolvent." 

For  losses  by  betting  while  insolvent. 

While  we  admit  that  the  question  of  betting  calls  for 
serious  consideration,  it  is,  like  that  of  pawning,  full  of 
difficulties.  No  Act  of  Parliament  will  ever  put  a  stop  to 
betting  in  this  country.  Moreover,  we  have  to  consider 
what,  under  a  Bankruptcy  Act,  would  be  defined  as 
betting.  Hundreds  and  thousands  of  Stock  Exchange 
transactions  are  in  the  n-ature  of  "  betting."  The  operating 
in  "futures,"  and  the  purchase  of  more  copper  than  you 
want  in  the  belief  that  the  price  will  rise  are  in  the  nature 
of  "betting."  It  would  be  extremely  difficult  to  define 
betting  for  the  necessary  purposes  of  bankruptcy  prosecu- 
tions. Men  will  bet  upon  horse  races,  upon  football, 
cricket,  and  other  matches,  upon  pugilistic  or  other 
encounters,  and  upon  the  thousand  and  one  events 
involving  trials  of  strength  or  skill,  or  uncertainty,  which 
are  constantly  arising.  How  is  all  this  betting  to  be 
defined?  Perhaps  the  case  might  be  met  by  maldng  it  a 
misdemeanour  if  it  can  be  proved  that  a  bankruptcy  has 
been  partly  caused  by  betting  or  unwarrantable  specula- 
tion ;  but  this  not  to  apply  unless  it  can  be  shown  that  the 
betting  losses  amount  to  £$o  or  upwards. 

In  considering  the  whole  question,  however,  it  should 
be  borne  in  mind  that  the  tendency  to  betting  is  inherent 
in  human  nature,  and  that  of  every  twelve  jurymen  in  any 
case,  there  will  probably  be  two  or  three  betting  men 
among  them,  at  the  veiy  least.  The  recommendations  of 
the  Birmingham  Jewellers'  Association  require  modifica- 
tion. Is  it  not  too  much  to  expect  of  any  man  that  he 
will  make  an  entry  in  his  books  if,  say,  he  risks  3s.  on  a 
horse  race?  And  among  the  hundreds  of  thousands  of 
betting  transactions  at  what  sum  or  sums  will  you  draw 
a  line?  And,  moreover,  there  must  be  thousands  of  men 
respecting  whom  it  would  be  difficult  at  any  time  to  say  if 
they  were  solvent  or  insolvent.  The  class  of  men  who  bet 
are  hardly  those  whose  books  would  show  they  were 
insolvent,  because  the  bookkeeping  of  such  persons  rarely 
goes  so  far  as  the  preparation  of  Balance  Sheets.  While 
admitting  the  principle  to  be  correct  (if  "betting  "  can  be 
defined)  that  bankrupts  should  be  liable  to  imprisonment, 
if  it  can  be  shown  that  their  betting  losses  have  been  con- 
siderable or  appreciable,  there  must  be  some  limit. 
Perhaps  the  best  way  out  of  the  difficulty  is  for  the  trader 
to  avoid  the  betting  man.  A  traveller  will  generally  be 
able  to  find  out  which  of  his  customers  are  betting  men 
and  which  not. 

Bookkeeping. 

The  Jewellers*  Association's  report  would  make  it  punish- 
able  by  imprisonment :  — 


"For  the  bankrupt  not  to  have  kept  proper  books  dis- 
"  closing  his  position  for  six  years  prior  to  his 
"  bankruptcy." 

Failure  to  keep  proper  books  is  not  a  misdemeanour 
under  the  Debtors'  Act  of  1869 ;  but,  according  to  the  Act 
of  1890,  a  bankrupt's  discharge  may  be  refused  or 
suspended  on  proof  :  — 

"That  file  bankrupt  has  omitted  to  keep  such  books  of 
"account  as  are  usual  and  proper  in  the  business  carried 
"  on  by  him,  and  as  sufficiently  disclose  his  business  trans- 
"  actions  and  financial  position  within  the  three  years 
"immediately  preceding  his  bankruptcy." 

The  writer  is  of  opinion  that  it  is  veiy  questionable  if 
any  jury  would  to-day  convict  for  want  of  proper  book- 
keeping, for  in  any  ordinary  jury  of  twelve  men  probably 
not  more  than  one-half  of  them  would  be  good  book- 
keepers. And,  moreover,  how  could  "  proper  "  bookkeep- 
ing be  defined?  If  you  seek  to  imprison  a  bankrupt  for 
the  want  of  good  bookkeeping,  why  should  a  trader  wko  is 
not  bankrupt,  but  who  may  be  insolvent,  and  who  does  not 
keep  proper  books,  escape?  To  only  seek  to  punish  the 
bankrupt  is  something  like  locking  the  stable  door  when 
the  horse  is  gone.  Would  not  the  Birmingham  Associa- 
tion, and,  in  fact,  all  trade  associations  in  the  country,  be 
doing  good  service  by  encouraging  the  teaching  and  prac- 
tice of  good  bookkeeping?  For  more  than  two  years  the 
importance  of  the  subject  of  bookkeeping  has  been  urged 
in  the  columns  of  this  journal,  but,  so  fair,  it  cannot  be 
said  that  the  associations  promoted  to  assist  the  jewellery 
trade  have  given  much  encouragement  to  the  movement. 
If  it  is  decided  to  punish  a  bankrupt  for  lack  of  proper 
bookkeeping,  at  any  rate  let  there  be  some  means  afforded 
whereby  young  men  in  the  trade  are  encouraged  and 
enabled  to  cultivate  the  practice  of  good  bookkeeping. 
The  question  should  be  dealt  with  before  bankruptcy  is 
reached.  This  is  one  way  to  prevent  bankruptcy.  Traders 
might  be  compelled  to  keep  certain  books,  as  is,  llhe  writer 
believes,  the  case  in  France.  The  times  are  not,  however, 
yet  ripe  for  prosecuting  poor  debtors  for  not  doing  that 
which  they  have  not  been  taught  or  encouraged  to  do.  The 
Birmingham  Jewellers'  Association's  recommendation,  in 
the  writer's  judgment,  is,  at  present,  hardly  practicable, 
and  six  years  is  rather  too  long  a  time  for  a  bankrupt  to 
be  liable  for. 

It  might,  however,  be  made  a  misdemeanour  if  it  can  be 
shown  that  a  bankrupt  had  wilfully  refrained  from  keep- 
ing proper  business  records  (or  if  his  books  are  not  avail- 
able). Some  traders  even  go  as  far  as  this,  so  that  their 
books  shall  not  be  evidence  against  them  for  income-tax 

purposes. 

Jurisdiction. 

The  Birmingham  Jewellers'  Association's  report  would 
give  additional  powers  to  Registrars.     This  view  is  in 
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accordaoce  with  the  writer's  own  opinion,  and  was  urged 
in  a  paper  apon  the  subject  of  **  Bankruptcy,"  written  in 
the  year  1889,  from  which  the  following  is  an  extract, 
viz. :  — 

•Why  should  not  banlcruptcy  prosecutions  be  conducted 
•before  County  Court  Judges  instead  of  before  magis- 
"  trates?  I  cannot  see  any  objection  to  our  County  Courts 
"acting  as  criminal  Courts  in  bankruptcy  matters." 

The  writer  also  in  a  paper  written  in  1895  further  dealt 
with  this  subject. 

By  the  courtesy  of  the  Inspector-General  in  Bankruptcy 
the  writer  is  enabled  to  give  the  following  figures,  viz. :  — 
The  number  of  bankruptcies  under  the  Act  of  1883,  to  the 
end  of  the  year  1905,  was  94,283.  Out  of  this  number  889 
prosecutions,  ordered  under  Section  166  of  the  Act,  were 
dealt  with  finally  by  the  Court  to  the  end  of  1905,  661 
resulting  in  convictions  and  228  in  discharge  by  the 
magistrates  or  acquittal. 

It  cannot  be  contended  from  these  figures  that  the  penal 
clauses  of  the  Bankruptcy  Act  have,  so  far,  been  very 
largely  made  use  of,  or  have  been  very  successful.  Sec- 
tion 166  reads  as  follows,  viz. :  — 

"Where  the  Court  orders  the  prosecution  of  any  person 
"for  any  offence  under  the  Debtors*  Act.  1869,  or  Acts 
^ankending  it,  or  for  any  offence  arising  out  of  or  con- 
"nected  with  any  bankruptcy  proceedings,  it  shall  be  the 
•duty  of  the  Director  of  Public  Prosecutions  to  institute 
•and  carry  on  the  prosecution." 

The  present  piocedure  necessary  for  a  prosecution  in 
bankruptcy  is,  in  the  writer's  judgment,  unnecessarily 
cumbersome,  and  oftentimes  enables  a  bankrupt  to  make 
good  his  escape  before  the  proceedings  reach  that  stage 
where  an  arrest  can  be  made.  First,  an  application,  sup- 
ported by  proper  evidence,  has  to  be  made  before  the 
Judge  for  an  order  to  prosecute.  Upon  this  order  an  appli- 
cation for  a  warrant  or  summons  can  be  made  to  the 
magistrates.  If  the  warrant  is  executed,  or  the  bankrupt 
is  otherwise  available,  there  are  the  usual  proceedings 
before  the  magistrates  antecedent  to  a  committal.  These 
proceedings  may  be  several  times  adjourned  and  on  all 
occasions  the  trustee,  his  solicitor,  and  all  his  witnesses 
may  have  to  be  present.  If  the  magistrates  commit  the 
bankriq>t  for  trial,  then  the  trustee,  solicitor,  and  wit- 
nesses have  to  be  in  attendance,  both  to  go  before  the 
grand  jury^  and,  if  a  true  bill  is  found,  to  go  before  the 
Recorder  or  Judge.  This  may  involve,  in  one  prosecution, 
a  large  number  of  persons  waiting  about  for  very  many 
days  and  at  a  distance  from  their  homes.  Let  us  assume 
that  the  trustee  and  the  creditors  reside  in  Birmingham, 
and  that  the  debtor's  place  of  business  is  in  Newcastle, 


and  that  he  has  pawned  goods,  the  subject  of  the  prosecu- 
tion, in  York.  The  proceedings  have  to  be  taken,  first, 
before  the  local  County  Court,  and,  secondly,  before 
the  local  bench  of  magistrates,  and  further,  in  case 
of  committal,  before  the  Judge  or  Recorder.  The  trustee 
has  generally  to  be  in  attendance  on  all  occasions.  The 
creditor  who  supplied  the  goods,  or  someoije  from  his 
place  of  business,  must  be  present  on  all  occasions  to 
identify  the  goods  pawned.  The  pawnbroker,  or  someone 
from  his  place  of  business,  must  attend  on  all  occasions  to 
prove  the  pawning.  Further,  as  it  is  not  wise  in  pawning 
cases  to  rely  upon  one  case  of  pawning  only,  several  cases 
may  be  the  subject  of  one  indictment.  This  may  involve 
the  attendance  of  other  creditors  and  other  pawnbrokers. 
Moreover,  the  difficiilty  of  identifying  pawned  goods  is 
very  great.  The  trustee,  in  such  a  case  as  we  have 
suggested,  would  have  to  obtain  particulars  of  the  pawn- 
ings  from  the  debtor's  books  or  other  records.  He  would 
himself  probably  have  to  visit  the  various  pawnbrokers' 
estabHshmeats  to  endeavour  to  identify  the  goods — a  matter 
of  no  small  difficulty  where  so  many  pawnbrokers  refuse  to 
show  the  goods  unless  the  interest  is  paid.  Even  then,  how- 
ever, the  trustee  himself  might  not  be  able  to  identify  the 
goods  without  the  assistance  of  someone  from  the  suppliers' 
offices.  This  might  involve  the  attending  at  York  or  other 
towns  of  several  creditors.  It  will  be  seen  from  the  fore- 
going how  full  of  difficulty  at  present  is  this  question  of 
pawning  prosecutions.  Moreover,  the  scale  of  allowance 
to  prosecutors  and  witnesses  is  very  poor.  Clerks,  shop- 
men, assistants,  and  jewellers  are  allowed  5s.  per  day ; 
merchants,  manufacturers,  wholesale  dealers,  and  account- 
ants 7s.  per  day ;  experts  and  valuers,  ids.  6d.  per  day. 
Five  shillings  per  night  is  allowed  for  lodgings,  and  third- 
class  railway  fare  is  also  allowed.  These  allowances 
include  attendances  before  the  magistrates  as  well  as  at 
sessions  or  assizes.  It  will  be  seen  that  they  are  not  very 
remunerative,  and  those  persons  who  have  once  been  con- 
cerned in  a  prosecution  such  as  we  have  described  are  not 
as  a  rule  particularly  eager  to  embark  upon  another. 
There  is  no  doubt  that  the  procedure  requires  to  be 
simplified.  There  is,  moreover,  another  difficulty.  The 
Registrar  is  empowered  to  grant  warrants  for  the  arrest 
of  a  bankrupt,  but  it  is  found  by  experience  that  police 
officers  are  oftentimes  very  much  averse  to  arresting 
persons  under  such  warrants.  If,  therefore,  you  want  your 
man  arrested,  it  is  much  better,  under  the  existing  regula- 
tions, to  arm  the  police  with  a  magistrate's  warrant.  That 
is,  if  you  want  them  to  show  any  amount  of  enthusiasm  in 
your  cause.  The  writer  has  long  been  of  opinion  that 
Registrars  should  have  full  powers  of  committal  for  trial 
for  bankruptcy  misdemeanours,  and  that  County  Court 
Judges  should  have  criminal  jurisdiction  as  regards 
offences  where  the  punishment  cannot  be  greater  than  two 
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years'  imprisonment,  and  that  there  should,  in  such  cases, 
if  desired,  be  a  right  of  appeal  to  a  Divisional  Court.  The 
County  Court  Judge,  sitting  as  a  criminal  Judge,  should 
have  a  jury  of  twelve  persons  associated  with  him,  as  in 
other  criminal  Courts.  A  County  Court  Judge,  in  bank- 
ruptcy matters,  ought  to  be  as  good  as  an  ordinary 
Recorder,  and  ought  to  inspire  as  much  public  confidence. 
Section  165  of  the  Act  of  1883  does  give  certain 
"criminal"  powers  to  bankruptcy  tribunals,  but  for 
reasons  which  need  not  be  here  stated  these  powers  are 
admittedly  insufficient  for  any  practical  purposes. 

The  Treasury, 

We  have  quoted  Section  166  of  the  Act  of  1883,  by  which 
it  will  be  seen  that  where  the  Court  orders  a  prosecution  it 
is  the  duty  of  the  Director  of  Public  Prosecutions  to  institute 
and  carry  out  the  prosecution.  "  By  the  Court "  of  course 
means  any  Court  having  bankruptcy  jurisdiction.  The 
Director  of  Public  Prosecutions  is  attached  to  the  Treasury. 
The  assistance  which  the  Treasury  lends  in  such  matters  is 
not  really  very  great,  extending  as  it  does  chiefly  to  the  pay- 
ment of  the  legal  charges  for  the  actual  proceedings  before 
the  Courts.  Naturally,  each  case  has  to  be  worked  up  and 
the  evidence  collected  before  even  an  order  to  prosecute  can  he 
fl/»/>/rVrf /of,  and  the  Treasury  will  not  pay  for  this.  In  the 
writer's  judgment  the  Treasury  should  be  relieved  of  their 
bankruptcy  work,  and  it  should  be  transferred  entirely  to  the 
Board  of  Trade,  who  naturally  would  better  understand  and 
take  more  interest  in  it  than  the  Treasury  can  ever  be 
expected  to  do. 

The  Bankruptcy  Bill  of  1890. 

Many  of  the  indictable  offences  under  Section  11  of  the 
Debtors'  Act,  1869,  must  have  been  committed  *•  within  four 
"  months  next  before  the  presentation  of  the  bankruptcy 
'<  petition."  The  Bankruptcy  Bill  of  1890,  Section  21,  would 
have  extended  this  period  of  four  months  to  six  months. 
This  portion  of  the  Bill,  however,  was  thrown  out.  The  only 
penal  clause  in  the  Bill  of  1890,  as  this  was,  was  not  carried, 
thus  affording  an  illustration  of  the  general  disinclination  of 
the  Legislature  to  add  to  or  extend  existing  criminal  legisla- 
tion as  regards  bankruptcy  offences. 

Other  Offences. 

There  are  many  indictable  ofiences  included  in  the  Debtors' 
Act,  1869,  other  than  those  which  we  have  referred  to,  as, 
for  instance,  not  delivering  up  all  property  or  books  or 
documents ;  concealing  property ;  fraudulently  removing 
property ;  material  omission  in  statement  of  affairs ;  not 
informing  the  trustee  of  any  false  proof  of  debt  which  may 
have  been  submitted  ;  preventing  production  of  books  or 
documents  ;  mutilation  or  falsification  of  accounts ;  making 
false  entries  in  books;  putting  forward  fictitious  losses; 
obtaining  property  on  credit  by  false  pretences,  &c.  &c.   The 


writer  does  not  propose  to  deal  with  these  points.  There  is 
not  a  great  deal  of  difference  of  opinion  upon  them,  and 
probably  not  a  great  deal  of  further  legislation  is  required 
as  regards  them. 

Finally. 

Upon  the  subject  of  bankruptcy  prosecutions  it  should  be 
remembered  that  the  present  results  of  such  prosecutions 
generally  are  very  unsatisfactory,  and  out  of  all  proportion 
to  the  amount  of  time,  trouble,  and  expense  bestowed  upon 
them.  The  best  way  to  steer  clear  of  such  cases  is  to  steer 
clear  of  insolvency.  When  we  consider  the  reckless  manner 
in  which  some  jewellery  traders  will  give  credit  to  poor 
ignorant  debtors,  we  cannot  help  but  come  to  the  conclusion 
that  they  are  themselves  oftentimes  somewhat  to  blame  for 
their  customers'  misfortunes.  If  the  trader  follows  the 
majority  of  the  rules  laid  down  in  the  writer's  article  upon 
"  Credit "  of  December  i,  he  need  not  fear  making  many  bad 
debts.  The  trusting  of  manifestly  unsafe  buyers  is  little 
better  than  betting  on  horse  races. 

An  enormous  amount  of  bankruptcy  is  absolutely  the  sheer 
result  of  ignorance  and  want  of  proper  coritmercial  training. 
Increase  the  facilities  for  acquiring  proper  commercial  train- 
ing; be  careful  in  trusting  those  who  have  not  had  this 
training,  and  then  your  books,  as  regards  bad  debts,  will 
probably  tell  a  very  different  tale  to  what  they  formerly  did. 

As  regards  the  hardened  trader  whose  transactions  are 
undoubtedly  fraudulent,  the  writer  would  show  him  no 
mercy.  Let  him  by  all  means  be  prosecuted  with  all  the 
rigour  of  the  law,  and  let  that  law  be  framed  so  that  it  can 
easily  reach  him,  whether  he  be  bankrupt  or  not. 

(To  he  continued,)       • 


Aeetfnd9  for  tbe  eneufna  Meefi* 


Tuesday  —  Institute  of  Chartered  Accountants. — 
General  Purposes  Committee.  3  p.m. 

Wednesday— IjoMinoii  Chartered  Accountant  Students 
Society.— Lecture,  "  Capital  and  Income  as  regards 
Executorship  Accounts,"  by  Mr.  T.  E.  Haydon, 
M.A.,  Barrister-at-Law,  at  the  Hall  of  the  Institute, 
Moorgate  Place,  E.C.  ;  6  p.m. 

Thursday — Kingston-upon-Hull  Chartered  Accountants 
Students'  Society.— Lecture,  •*  Deeds  of  Assign- 
ment," by  Mr.  E.  Huntsman,  at  the  Hall  of  the 
Incorporated  Law  Society,  Bowlalley  Lane ;  7.45 
p.m. 

,  Liverpool  Chartered  Accountants  Students' 
Association. — Lecture,  "  Bank  Bookkeeping,"  by 
Mr.  J.  Watson,  at  the  Library,  3  Lord  Street ;  6  p.m. 
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Lbicestbr  Chartered  Accountants  Students* 
Society. — Lecture,  *'  Acconnts  of  a  Builder  and 
Contractor,"  by  Mr.  J.  A.  Walbank,  A.C.A.,  at 
Winchester  House,  i  Welford  Road ;  7  p.m. 


personaL 


Messrs.  Revell  &  Revell,  of  Prudential  Buildings, 
New  Street,  Huddersfield,  announce  that  they  have  taken 
into  partnership  Mr.  Frank  E.  Revell,  A.C.A.,  son  of 
their  senior  partner.  The  title  of  the  firm  will  remain 
unaltered. 


fatlured  and  3Btll9  of  Sale  in  Bngland 
and  xnialed. 

According  to  Kemp*$  Mercantile  Gautte,  the  total  number 
of  commercial  -failures  recorded  in  England  and  Wales 
daring  the  week  ending  Friday,  Feb.  15th,  was  186,  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  London  Gautte, 
88;  Deeds  of  Arrangement  registered,  98.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were : 
Bankruptcies,  86;  Deeds  of  Arrangement.  95— total,  181; 
being  an  increase  ot  5.  The  total  number  of  commercial 
failures  recorded  daring  the  7  weeks  of  the  present  year  is 
1,024;  t^^  total  number  recorded  in  the  corresponding  7 
weeks  of  last  year  was  1,169.  showing  a  decrease  of  145. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
Feb.  15th,  was  161.  The  number  in  the  corresponding  week 
of  last  year  was  193,  showing  a  decrease  of  32.  The  total 
number  filed  daring  the  7  weeks  of  the  present  year  is  967  ; 
the  total  number  filed  in  the  corresponding  7  weeks  of 
last  year  was  1,073,  showing  a  decrease  of  106. 


Debentures. 

The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week  ending 
Friday,  Feb.  15th,  amounted  to  ;f  1,358, 276,  by  way  of 
addition  to  ^^2,244,772.  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
«e^  of  last  year  was  ^994,426,  showing  an  increase  of 
^363,850.  The  total  amount  registered  during  the  7 
weeks  of  the  present  year  is  ;f  12.285.309  (in  addition  to  the 
issues  in  previous  years  by  the  same  companies),  as 
compared  with  ;f8,828,996  for  the  corresponding  7  weeks 
in  1906,  showing  an  increase  of  £3A5^>3^3» 


The  Profession  in  Scotland. 


Ilbe  (Blasflow  Cbarteted  accountants 
Students*  Socteti?. 


Traiti— An  Outline  of  the  Coarse  to  be  followed  in 
their  Administration. 


By  Walter  Nelson,  C.A.,  Glasgow. 


A  paper  read  at  meetings  of  the  above  Society  on  and 
and  23rd  November  i905« 


In  inviting  me  to  address  the  Society  on  the  subject  of  the 
Administration  of  Trusts,  I  take  it  that  the  Council  does 
not  desire  that  I  should  occupy  your  time  with  the  consider- 
ation of  (a)  trusts  entered  into  for  the  settlement  of  the 
claims  of  creditors^  or  {b)  judicial  factories,  but  rather  that 
1  should  confine  myself  to  matters  more  closely  pertain* 
ing  to  the  management  of  continuing  trusts,  and  mainly  to 
trusts  arising  under  testamentary  or  marriage  settlements. 
Some  points  of  procedure  and  practice  are  common  to  all 
classes  of  trusts,  but  there  are  certain  features  in  the 
administration  of  continuing  trusts  not  commonly  met 
with  in  the  practical  working  of,  say,  trusts  for  behoof  of 
creditors,  or  factories.  These  special  features  I  shall  try 
to  elucidate  in  my  lecture.  It  is  common  knowledge  that 
the  share  in  the  management  of  continuing  trusts  which 
has  as  yet  fallen  to  the  accountant  profession  in  Scotland 
is  inconsiderable;  in  many  offices,  indeed,  it  does  not 
extend  beyond  an  occasional  audit  of  Trust  Accounts. 
At  first  sight  it  seems  strange  that  the  services  of  members 
of  our  profession  have  not  been  taken  advantage  of  as 
they  might  be.  But  when  we  consider  that  trustees,  under 
the  class  of  trusts  of  which  I  am  speaking,  have  invariably 
been  selected  either  from  relationship  or  out  of  motives  of 
friendship,  and  with  the  idea  of  obtaining  their  services 
gratuitously,  it  is  apparent  that  trusters  (i.f.,  those 
creating  the  trusts)  in  making  appointments  have  been 
actuated  by  motives  of  economy — or  what  they  fondly 
hoped  would  prove  economy — ^rather  than  of  efficiency  in 
management. 

I  do  not  wish  you  to  run  away  with  the  idea  that  trustees 
are,  as  a  rule,  wanting  in  ability  and  willingness  to 
implement  the  wishes  of  the  truster.  Many  instances 
occur  where  trustees  have  sacrificed  their  time,  and  some- 
times their  money,  in  whole-hearted  service  on  the  altar 
of  friendship.  But  the  rolls  of  our  Law  Courts  unfortu- 
nately too  clearly  point  to  laxity  in  management  on  the 
part  of  many  trustees,  or,  to  what  amounts  to  much  the 
same  thing,  a  misconception  of  the  onerous'  character  of 
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the  duties  and  responsibilities  of  their  office ;  and,  many 
as  are  the  cases  of  breach  of  trust  which  have  come  before 
our  Courts,  I  incline  to  think  that  there  are  instances — and 
not  a  few — ^wherein  settlements  have  been  effected  extra- 
judicially, or  by  complaisaiKe  on  the  part  of  the  bene- 
ficiaries. Trusteeship  has  been  termed,  not  inaptly,  a 
thankless  office.  It  speaks  volumes,  therefore,  for  the 
nature  of  present-day  friendship  when  we  find  men  who 
find,  or  make,  time  wherein  to  devote  their  services  to  the 
widow  and  the  fatherless. 

It  goes  without  saying  that  trusters  ought  to  make  a 
judicious  selection  in  the  appointment  of  trustees.  It  not 
infrequently  happens,  however,  that  persons  are  nomi- 
nated who  have  neither  aptitude  nor  inclination  for  the 
office,  or  who  fail  to  consider  (before  acceptance)  the 
duties  and  obligations  imposed  on  them  and  the  nature  of 
the  services  expected  from  them,  the  inevitable  result  being 
that  the  harmonious  working  of  the  trust  is  often  seriously 
hampered  and  impaired. 

It  is  a  common  mistake,  again,  to  nominate  too  large  a 
number  of  trustees.  A  good  working  number  is  from  three 
to  five,  and  the  number  should  never  be  allowed  to  fall 
below  the  lower  of  these  figures.  Willingness  to  act  on 
the  part  of  t^se  nominated  should  be  ascertained  before 
deeds  are  executed.  It  is  undesirable  to  have  an  undue 
representation  in  the  trusteeship  of  the  members  of  the 
family  interested.  In  marriage  trusts  one  representative 
from  each  family  is  adequate  :  it  is  equally  so  in  regard  to 
the  appointment  of  co-partners  in  business. 

Gratuitous  trustees  are  expected  to  give  their  personal 
services  in  all  the  details  incidental  to  the  management  of 
the  estate  under  their  charge.  In  doing  so  they  must  show 
the  reasonable  care  that  men  of  ordinary  prudence 
exercise  in  the  management  of  their  own  businesses.  The 
settlement  under  which  they  act  may  have  an  immunity 
clause,  or  they  may  rely  on  the  relief  granted  by  statute ; 
but,  as  was  pointedly  illustrated  in  the  recent  lecture  by 
the  Hon.  Mr.  Watson,  no  immunity  clause  will  afford 
protection  if  there  be  the  slightest  semblance  of  negligence 
on  their  part. 

It  may  be  asked  how  a  trustee  can  be  expected  to  attend 
to  the  ingathering  of  the  estate*  its  investment  or  distribu- 
tion, the  preparation  of  Trust  Accounts — ^in  many 
instances  of  an  intricate  character — the  adjustment  of 
questions  between  the  different  classes  of  beneficiaries, 
and  so  on.  If  he  is  to  take  the  actual  administration  in 
hand  in  its  entirety,  he  must  not  only  be  a  good  man  of 
business,  but  also  well  versed  in  law.  A  slip  in  figuring 
may  lead  to  an  overpayment  being  made  to  a  life-renter, 
and  be  the  source  of  an  action  in  after  years  at  the 
instance  of  a  fiar;  or  the  failure  to  make  provision  in  a 

heme  of  division  for  a  contingent  claim  may  result  in  an 


overpayment  to  parties  from  whom  it  will  thereafter  be 
impossible  to  recover  the  sum  thns  overpaid. 

How  then  may  he  be  relieved  in  whole  or  in  part  of 
these  onerous  duties? 

The  trust  settlement  usually  authorises  the  appointment 
of  a  law  agent,  and  also  of  a  factor,  to  the  trust;  but, 
whether  it  does  or  not,  a  statutory  power  of  making  such 
appointments  is  given  by  Section  2  of  the  Trusts  (Scot- 
land) Act  of  1867.  The  appointment  of  a  law  agent  is 
invariably  made,  but  the  duties  of  factor  are  too 
frequently  undertaken  by  one  of  the  trustees  who  has 
neither  the  experience  nor  yet  the  special  knowledge  of 
accounting  for  the  task.  Even  where  a  law  agent  and  a 
factor —professional  or  unprofessional — are  appointed,  it 
should  be  borne  in  mind  that  t/ie  trustees  must  still 
assume  the  chief  responsibility  for  the  proper  administration 
of  the  estate.  They  must  not,  for  example,  rely  on  the 
law  agent  volunteering  advice  as  to  the  character  of  their 
investments,  but  ask  it,  and  see  that  the  opinion  is 
recorded  in  the  Trust  Minute  Book.  Their  meeting^ 
should,  in  the  earUer  stages  of  the  trust,  be  sufficiently 
frequent  to  permit  of  the  realisation  and  disposal  of  the 
funds  being  promptly  and  properly  dealt  with.  After  the 
estate  has  been  ingathered  and  suitably  invested  (in  so  far 
as  it  does  not  fall  to  be  paid  away)  meetings  should  be 
held  at  regular  intervals,  the  Trust  Accounts  periodically 
submitted,  and  the  standing  investments  scrutinised  from 
the  point  of  security,  and,  if  need  be,  revised.  Their 
minutes  should  be  full  and  explicit,  and,  where  dealing 
with  investments,  should  clearly  set  forth  the  data  and 
the  valuation,  or  expert's  report,  upon  which  the  invest- 
ment has  proceeded.  It  is  a  bad  practice,  and  often  unsafe, 
for  an  investment  on  behalf  of  a  trust  to  be  made  as  the 
result  of  correspondence  between  the  law  agent  or  factor 
and  the  individual  trustees.  If  there  is  one  matter  upon 
which  it  is  expedient  that  there  should  be  a  full  inter- 
change of  views,  in  open  meeting,  by  trustees,  it  is  that  of 
selecting  investments  and  obtaining  in  the  joint  presence 
of  the  whole  body  the  opinion  of  the  law  agent  aa  to 
whether  the  proposed  security  falls  within  the  trustees' 
powers  under  the  settlement  or  by  virtue  of  the  statutes. 
If  the  estate  be  of  magnitude,  or  intricate,  the  trustees^ 
accounts,  or  the  accounts  of  their  factor  (if  there  be  one), 
should  be  submitted  to  audit  by  a  professional  accountant. 
It  is  regrettable  that  the  legal  profession  in  drawing  trust 
settlements  so  seldom  provide  expressly  for  the  audit  of 
the  Trust  Accounts.  In  practice  nowadays,  whether  there 
be  express  authority  or  not,  trustees  insist,  for  their  own 
protection,  in  having  the  accounts  audited;  and  I  have 
never  heard  of  a  case  where  either  life-renter  or  fiar  has 
challenged  the  small  expense  of  an  audit  fee.  Seeing 
that  trustees  are  by  the  Judicial   Factors  Act  of   1889 
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(Section  i8)  empowered  to  bring  tbeir  administration 
under  the  supervision  of  the  Accountant  of  Court,  it  may 
be  fairly  inferred  that  the  Court  would  not  view  with  dis- 
approval the  outlay  incidental  to  a  periodical  audit  of 
Trust  Accounts  by  a  professional  accountant.  But  apart 
from  this  consideration,  it  appears  to  me  that  the  fee  of  an 
auditor,  lilre  that  of  a  valuator  or  other  special  reporter, 
forms  a  legitimate  expense  of  administration  under  that 
peculiarly  open  clause  which  appears  in  practically  every 
trust  settlement  after  the  enumeration  of  specific  appro- 
priations of  the  truster's  estate,  and  reads  after  this 
manner:  *'And  for  payment  of  the  expenses  of  every  kind 
connected  with  the  execution  of  the  trust  hereby  created." 

From  what  has  been  said  you  will  have  gathered  that 
trustees,  who  take  a  practical  interest  in  the  estate  under 
their  charge,  select  properly  qualified  and  reputable  law 
agents  and  factors,  scrudnise  their  trust  securities,  and 
hold  their  meetings  at  regular  periods,  are  not  likely  to 
find  the  duties  and  responsibilities  of  their  office  unduly 
onerous,  and  will  not  require  to  have  recourse  to  that 
unstable  plea  of  **  immunity  clause  "  in  any  question  with 
the  beneficiaries  under  the  trust. 

The  Law  Argent  and  his  Duties. 

In  Testamentary  Trusts  and  Executry  Estates  there 
will  devolve  upon  the  law  agent,  in  the  first  instance,  the 
preparation  of  the  inventory  of  the  personal  estate;  the 
recording  of  the  settlement,  where  there  is  one,  in  the 
Register  of  Deeds;  the  procuring  confirmation  by  the 
sheriff  of  the  appointment  of  trustees  or  executors;  and 
the  preparation  of  all  deeds  requisite  for  completing  their 
title  to  the  estate,  both  heritable  and  moveable.  Thereafter 
he  will  attend  to  the  registration  of  the  testament- 
testamentar  or  the  testament-dative  with  the  companies 
and  others  wdth  whom  the  deceased's  funds  were  invested  ; 
to  the  advertising  for  debts  or  claims  against  the  estate ; 
and,  generally,  to  the  whole  preliminary  procedure  up  to 
the  stage  when  the  trustees  are  duly  vested  in  the  estate. 

In  the  case  of  Marriage-Contract  Trusts  the  law  agent 
vill  record  the  contract  in  the  Register  of  Deeds,  and  will 
forthwith  make  up  the  trustees'  title  to  the  estates  con- 
veyed. If  an  assignment  be  made  under  the  contract  of 
'.«•  policies  of  assurance;  (b)  an  interest,  present  or  con- 
tingent, in  the  estates  of  near  relatives,  he  will  see  to  the 
immediate  notification  to  the  insurance  companies,  and  to 
the  administrators  of  the  estates  of  these  relatives  of  such 
assignment. 

In  addition  to  the  duties  above  enumexated  he  will,  in 
the  case  of  trusts  or  executry  estates,  once  the  administra- 
tion is  in  foU  working  order,  convene  and  attend  all 
meetings  of  the  trustees  or  executors,  and  draw  the 
nunntes  of  these  meetings,  as  well  as  keep  the  Minute 
Book  written  up.  The  settling  of  the  Government  duties 
exigible  from  the  estate  will  be  attended  to  by  him,  and  he 


will  prepare  the  legacy  receipts  and  the  dischai:ges  taken 
from  residuary  legatees.  He  will  sue  the  debtors  of  the 
deceased,  and  will  act  in  all  proceedings  instituted  on 
behalf  of  or  against  the  trust  or  executry  estates.  He  will 
revise  all  deeds  granted  by  the  trustees,  and  advise  them 
as  to  the  effect  of  these.  He  will  also  record  in  the 
Minute  Book  the  particulars  of  every  deed  so  granted. 

In  the  matter  of  the  investments  he  will  advise  the 
trustees  or  executors  what  securities  of  the  deceased  they 
should  realise,  and  whether  any  investment  which  they 
propose  to  make  is,  or  is  not,  within  their  powers.  The 
titles  of  all  investments  made  on  heritable  securi^  will 
be  prepared  by  him,  and  the  title  deeds  of  the  trust  pro- 
perty should,  in  ordinary  circumstances,  remain  in  his 
custody.  He  will  also  see  that  all  property  in  which  the 
trust  is  interested  is  kept  fully  insured  against  the  risk  of 
fire,  unless  where  this  duty  is  expressly  demitted  to  the 
factor. 

T^  Factor  and  his  Duties, 
The  factor's  duties  are  chiefly  in  connection  with  the 
finance  of  the  estate.  As  instructed  from  time  to  time  by 
the  trustees,  or  the  executors,  he  will  ingather  such  items 
of  the  capital  fund  as  may  be  directed  to  be  realised,  and 
place  the  proceeds  in  bank  to  an  account  in  names  of  the 
trustees  or  executors,  pending  the  reinvestment  or 
disposal  of  these  sums. 

He  will  make  such  payments  out  of  capital  as  may  be 
directed,  and  carry  into  effect  all  resolutions  as  to  the 
investment  of  moneys  lying  in  bank. 

He  will  collect  the  trust  income,  and,  having  appor- 
tioned it  to  the  parties  entitled  thereto,  will,  at  stated 
terms,  pay  it  over  as  may  be  directed  by  the  trustees  or 
executors.  He  will  keep  the  Trust  Accounts^  and  bring 
these  to  a  balance  at  least  once  a  year ;  and,  as  soon  as 
they  are  balanced,  he  will  lay  them,  with  the  relative 
vouchers,  before  the  trustees  or  executors  for  audit.  He 
will  regularly  report  the  position  of  the  trust  finance  at 
the  nreetings  held  by  the  trustees  or  executors,  and  supply 
such  statements  to  them  as  may  be  necessary  for  their 
information  or  guidance  in  the  administration  of  the 
estate. 

General  Administration  and  Practice, 
Let  me  now  sketch  out  some  of  the  main  points  in  pro- 
cedure  and  practice,   beginning   with  the   initial   steps, 
according  to  the  class  of  trust — Executry,  Testamentary 
Trust,  or  Marriage-Contract  Trust. 

Initiatory  Procedure. 
In    Executry    Estates. — The    administration    of    these 
estates,  where  parties  die  leaving  no  settlement  or  direc- 
tions for  the  disposal  of  their  means,  usually  consists  in 
the  speedy  realisation  and  early  division  of  the  estate 
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(conunonly  ''moveable  ")  left  by  the  deceased.  The  general 
management  in  such  cases  is  usually  left  with  the  legal 
adviser  of  the  deceased,  or  with  the  law  agent  of  the 
person  or  persons  who  are  appointed  to  act  as  executors. 
A  near  relative  of  the  deceased  is  usually  chosen  as 
executor,  and  after  his  appointment  has  been  confirmed 
by  the  sheriff  an  inventory  of  the  personal  estate  falls  to 
be  prepared  and  lodged  with  the  sheriff  clerk,  who  there- 
upon issues  a  bond  of  caution,  to  be  signed  by  an 
approved  cautioner  for  the  executor.  When  this  bond  has 
been  executed  and  lodged  with  the  sheriff  clerk,  the 
testament-dative  is  issued  to  the  executor,  who  is  then  in 
possession  of  a  title  enabling  him  to  recover  the  personal 
estate. 

In  Testamentary  Trusts, — A  meeting  of  the  trustees  is 
usually  convened  for  a  date  as  early  as  possible  after  the 
death  of  the  truster  to  consider  the  steps  to  be  taken  for 
the  administration  of  the  estate.  Prior  to  this  meeting  the 
law  agent  of  the  deceased  will  have  made  inquiry  into  the 
estate  which  is  to  form  the  subject  of  the  trust,  and  an 
abstract  of  the  provisions  of  the  settlement,  or  a  copy  of 
that  deed,  should  be  placed  by  him  in  the  hands  of  each 
trustee  before  such  meeting. 

At  this  first  formal  meeting  a  report  on  the  position  of 
the  estate,  so  far  as  then  ascertained,  and  on  the  manner 
in  which  the  deceased's  funds  are  invested,  should  be  sub- 
mitted, and  the  terms  of  the  settlement  fully  explained. 
It  is  then  for  the  trustees  to  say  whether  they  will  act  or 
not,  and  the  assent  of  those  willing  should  be  duly 
minuted. 

The  trustees  who  have  taken  up  office  should  thereupon 
select  their  law  agent— the  deceased's  legal  adviser  is 
usually  chosen  for  this  position — and  instruct  him  to 
have  (a)  their  appointment  as  trustees  confirmed  by  the 
sheriff ;  (b)  an  inventory  of  the  personal  estate  given  up ; 
and  {c)  the  settlementt  recorded  in  the  Register  of  Deeds. 
At  this  meeting  the  selection  of  a  factor  should  likewise 
be  made.  It  is  common  practice  to  appoint  the  law  agent 
to  act  also  as  factor ;  but,  in  this  matter,  the  trustees  will 
be  guided  by  a  consideration  of  the  position  of  the  estate, 
the  manner  in  which  the  funds  are  invested,  and  other 
circumstances  which  may  call  for  a  separation  of  the 
offices.  Possibly  one  of  their  own  number  may  offer  to  act 
as  factor,  in  which  case  he  should  clearly  understand  that, 
in  the  absence  of  an  express  provision  in  the  settlement 
authorising  remuneration  being  paid  to  such  of  the  trustees 
as  may  be  appointed  factor^  the  estate  must  not  be  charged 
for  factorial  services  with  anything  s^ve  actual  outlays. 
Where  the  estate  is  of  an  involved  character,  and  the 
transactions  likely  to  be  numerous  and  intricate,  it  is 
advisable  that  a  professional  accountant  should  be 
appointed  to  the  factorship.  Whether  such  an  appoint- 
ment be  made  or  not,  if  part  of   the    testator's  means 


consists  of  aji  interest  in  a  going  business,  it  is  expedient 
that  the  services  of  an  accountant  should  be  retained  in 
order  to  have  such  interest  reported  on.  The  same  remark 
applies  where  the  trustees  find  themselves  involved  in  any 
complicated  accounting. 

Assuming,  then,  the  appointments  of  factor  and  law 
agent  made,  the  latter  will,  as  early  as  possible,  make  up 
the  inventory  of  the  personal  estate,  and  advertise  for 
claii^  against  the  deceased.  He  will  also  institute  an 
examination  into  (the  titles  of  the  heritable  estate,  if  any, 
and  procure  accurate  information  as  to  the  relationship  to 
the  testator  of  all  legatees  and  annuitants.  The  ages  of 
the  annuitants,  as  well  as  of  the  members  of  the  deceased's 
family,  should  be  ascertained  and  recorded  in  the  Trust 
Minute  Book.  Particular  care  in  this  direction  is  neces- 
sary where  the  beneficiaries  are  minors. 

Until  the  confirmation  is  expede  (i.^.,  registered  in  the 
books  of  the  sheriff-clerk  and  issued  by  that  official),  the 
ingathering  of  the  estate  is  almost  impracticable;  the 
trustees  have  as  yet  no  good  title  to  uplift  moneys  or  other- 
wise intromit  with  the  estate.  In  some  cases  it  will  be  pos- 
sible to  realise  a  few  of  the  smaller  items  of  the  estate, 
pending  the  receipt  from  the  sheriff -clerk  of  the  testament- 
testameutar,  and  in  any  event  the  factor  may  profitably 
employ  the  period  prior  to  the  receipt  of  that  document  in 
notifying  his  appointment  to  ail  debtors  of  the  deceased 
and  to  the  companies  in  which  the  funds  are  invested. 

In  Marriage-Contract  Trusts. — The  trustees  nominated 
should  be  called  to  a  meeting  by  the  law  agent  who  pre- 
pared the  contract  as  soon  as  possible  after  the  marriage 
ceremony.  In  anticipation  of  this  meeting,  the  law  agent 
will  have  framed  an  abstract  of  the  provisions  of  the 
contract,  and  a  statement  of  the  fimds  falling  under  the 
administration  of  the  trustees,  distinguishing  in  the 
statement  the  estate  conveyed  by  the  husband  from  that 
conveyed  by  the  wife.  It  is  desirable  that  a  copy  of  this 
abstract,  as  well  as  of  the  statement,  should  be  supplied  to 
each  of  the  trustees  before  the  day  of  meeting,  particularly 
if,  as  is  too  often  the  case,  the  trustees  nominated  have  not 
been  consulted  prior  to  the  preparation  of  the  contract  as 
to  w^hether  they  will  act. 

At  this  first  meeting  of  trustees  the  position  of  the 
estates  conveyed  by  husband  and  wife  should  be  reported 
on  by  the  law  agent,  and  the  terms  of  the  contract  fully 
explained  by  him.  It  is  then  for  the  trustees  to  say 
whether  they  will  act  or  not,  and  the  assent  of  those  will- 
ing should  be  duly  minuted.  The  minute  of  this  meeting 
should  record  the  actual  date  of  the  marriage^  which  in 
many  cases  cannot  be  gathered  from  the  marriage  contract, 
owing  to  that  document  having  been  signed,  some  days, 
it  may  be,  before  the  date  of  the  marriage.  The  trustees 
who  have  taken  up  office  should  thereafter  select  their  law 
agent — ^the  lady's  legal  adviser  (on  whom  it  most  com- 
monly devolves  to  prepare  the  contract)  is  usually  chosen 
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for  this  position — and  instruct  him  to  have  the  contract 
recorded  in  the  Register  of  Deeds.  At  this  meeting  the 
selection  of  a  factor  should  likewise  be  made,  and  my 
remarks  on  this  head  when  speaking  of  the  initiatory  pro- 
cedure in  testamentary  trusts  are  equally  applicable  to 
marriage-contract  trusts. 

The  first  steps  in  the  administration  of  the  ordinary 
classes  of  continuing  trusts  have  been  shortly  outlined. 
Besides  these,  however,  there  are  other  trusts  allied  in 
character,  though  somewhat  difBcult  of  classification. 
There  are,  for  example,  trusts  created  to  administer  testi- 
monial or  memorial  funds,  also  trusts  for  educational  or 
benevolent  purposes,  and  so  on.  The  earlier  procedure 
in  the  cases  of  such  trusts  differs  little  from  that  referred 
to  under  the  head  of  "Testamentary  Trusts,"  the  main 
points  to  be  aimed  at  being  {a)  the  determining  of  the 
amount  and  character  of  the  investments  forming  the  fund 
ia  question;  (b)  the  affording  full  information  to  the 
trustees  of  their  duties  and  of  their  powers  under  the  deed 
of  trust;  (c)  the  appointment  by  the  trustees  of  suitable 
factors  and  law  agents ;  and  {d)  the  bringing  of  the  trust 
estates  into  the  possession  of  the  trustees. 

Subsequent  Procedure. 

Assuming  the  confirmation  to  be  duly  expede,  the 
tmstees  or  executors  will  forthwith  proceed  to  have  their 
title  to  the  assets  of  the  estate  made  effective  through  the 
medium  of  the  law  agent.  On  receipt  of  the  testament- 
testamentar,  or  testament-dative,  he  will  proceed  to  put 
himself  in  communication  with  all  parties  indebted  to  the 
deceased,  and  concerns  in  which  he  had  an  interest,  and 
on  exhibition  of  the  confirmation  the  trustees  or  executors 
become  vested  in  each  item  of  property  detailed  in  the 
inventory  of  the  personal  estate.  Their  title  to  any 
heritable  estate  should  also  be  made  up  in  due  form  at 
the  earliest  date  compatible  with  the  state  of  the  title 
deeds  and  the  circumstances  of  the  estate.  In  marriage- 
contract  trusts,  where  life  insurance  policies  often  form 
part  of  the  estate  conveyed,  the  trustees  should  see  that 
their  law  agent  has  a  notice  of  assigimient  of  the  policy 
in  their  favour  duly  lodged  with  the  insurance  company ; 
and  if  other  estate — such  as  stocks  or  shares,  and  the  like — 
is  conveyed,  the  transfer  of  the  certificates  to  the  trustees' 
names  should  be  eff^ted. 

The  next  step  in  the  administration  is  to  consider  what 
portion  of  the  estate  falls  to  be  realised,  and  it  is  desirable 
that  immediately  the  trustees'  or  executors'  title  to  the 
property  of  the  truster  has  been  made  good  a  meeting 
should  be  convened  to  deal  with  this  matter.  At  this 
meeting  the  whole  of  the  investments  should  be  carefully 
gone  over. 

If  it  is  am  executry  estate  the  law  agent  will  explain 
which,  if  any,  of  the  investments  of  the  deceased  may  be 
retained:  aU  others  should  thereupon  be  directed  to  be 


realised.  The  investments  which  may  be  retained  in  such 
an  estate  may  be  shortly  defined  as  (i)  any  heritable  pro- 
perty possessed  by  deceased ;  and  (2)  any  securities  fall- 
ing within  the  category  of  investments  open  to  trustees 
under  the  Trusts  (Scotland)  Acts. 

In  the  case  of  trust  estates  the  law  agent  will  explain  to 
the  meeting  what  powers  are  conferred  by  the  trust  settle- 
ment as  to  holding  existing  investments  and  making  new 
ones.  If,  as  sometimes  happens  in  the  case  of  settlements 
drawn  prior  to  1884,  the  clause  regulating  the  powers  of 
mvestment  is  loosely  framed,  the  safest  course  for  the 
trustees  is  to  resolve  on  retaining  such  only  of  the  truster's 
investments  as  fall  within  the  terms  of  the  Trusts  (Scot- 
land) Acts.  As  regards  those  investments  which  they 
decide  to  realise,  it  will  be  prudent  that  they  should  care- 
fully consider  when  and  how  best  to  convert  such  into 
cash.  They  will  require  to  give  their  instructions  as  to 
the  realisation  of  each  investment  according  to  the 
circumstances  of  the  case.  Some  of  the  investments 
commonly  met  with  in  trust  estates  are  here  enumerated, 
and  an  outline  of  the  course  to  be  followed  as  regards 
each  class  indicated. 

Funds  in  Bank. — ^The  sums  in  bank  on  current  or 
deposit  account  should  be  uplifted  and  redeposited  in  the 
trustees'  own  names.  In  some  estates,  where  the  amount 
of  uninvested  funds  lying  in  bank  is  considerable,  it  is 
sometimes  arranged,  for  convenience,  to  have  the  deposit 
receipts  taken  out  in  the  joint  names  of  one  or  more  of 
the  trustees  and  the  factor.  Whenever  the  trustees  are  in 
funds  to  pay  the  truster's  funeral  expenses  the  sum 
requisite  to  meet  these,  as  also  to  recoup  the  stamp  duty 
on  the  inventory  of  the  personal  estate  and  the 
initial  administration  outlays,  will  be  set  aside  out  of  the 
amount  uplifted  from  bank. 

Debts  due  to  the  Deceased. — ^These  should  be  as  speedily 
ingathered  as  possible.  If  the  circumstances  of  the  debtor 
call  for  extension  of  time  wherein  to  make  payment,  an 
acknowledgment  of  the  debt,  under  the  hand  of  the  debtor 
and  addressed  to  the  trustees,  should  be  got.  So  also  when 
the  debts  are  upon  I  O  U,  or  bill,  and  these  documents 
are  of  old  date,  it  is  expedient  to  stipulate  for  a  fresh 
acknowledgment  of  the  indebtedness  as  a  condition  of 
granting  time  for  payment.  Where  not  at  variance  with 
the  terms  or  purposes  of  the  trust,  the  Trusts  (Scotland) 
Act  of  1867  empowers  trustees  to  compromise,  submit,  or 
refer  all  claims  connected  with  the  trust  estate,  and  also 
to  assign  debts  due  to  the  estate. 

Government  Stocks.— The  Government  stocks,  public 
funds,  or  securities  of  the  United  Kingdom  (including  all 
stocks  bearing  the  guarantee  of  our  Govermnent)  form 
Uinexceptionable  securities.  The  return,  however,  from 
these  stocks  is  comparatively  small,  and  it  may  be  a  ques- 
tion for  trustees  or  executors  to  consider  whether  some 
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other  good  security,  pelding  a  higher  rate  of  interest, 
should  not  be  substituted  therefor.  The  loans  of  several  of 
our  Colonial  Governments  form  fair  securities  (particu- 
larly where  they  have  been  raised  for  the  development  of 
income-yielding  public  works,  such  as  railways,  and  are 
secured  on  the  revenues  of  these  works).  If  the  bonds  are 
payable  to  bearer,  and  there  is  no  option  to  have  them 
exchanged  for  inscribed  stock,  it  is  expedientt  that  they 
should  be  sold ;  but  if  inscribed  stock,  they  may,  after  con- 
sultation with  a  broker  or  banker,  and  being  reported  on 
as  good  securities,  be  retained.  The  stocks  of  most 
Foreign  Governments  are  not  desirable  investments  to 
retain,  as  they  are  subject  to  considerable  fluctuation  in 
price,  and  default  in  payment  both  of  principal  and 
interest  is  not  an  uncommon  occurrence  in  the  case  of 
some  of  them. 

Stocks  and  Shares  of  British  Corporations  and  Com- 
panies.— ^The  question  of  realising  or  retaining  such  assets 
is  always  one  of  nicety,  very  often,  indeed,  of  considerable 
anxiety.  In  the  case  of  the  ordinary  stocks  or  shares  of 
trading  concerns,  railway  .companies,  and  the  like,  con- 
siderable fluctuation  in  price  is  freqiiently  met  with, 
according  to  the  state  of  trade,  or  from  special  circum- 
stances affecting  the  concern  in  question.  At  special 
times,  a  few  weeks,  often  a  few  days,  witness  a  heavy  drop 
in  the  prices  of  such  shares.  It  is  seldom  prudent  for 
trustees  to  retain  these  investments,  but  caution  should  be 
exercised  in  realising.  Frequently  the  deceased  person 
has  been  a  large  holder  in  one  concern,  and  if  a  sale  of  all 
his  shares  is  forced  on  the  market  a  considerable  fall  in 
prices  is  more  than  likely  to  result,  to  the  detriment  of  the 
estate.  With  preference  stocks  and  shares,  on  the  other 
hand,  no  great  fluctuations  in  price  are  in  ordinary  cir- 
cumstances met  with.  Still,  it  is  seldom  advisable  to  retain 
tiie  preference  stocks  of  commercial  concerns,  although 
railway  preference  stocks  (even  where  the  dividends  are 
contingent  on  the  profits  of  the  year  or  half-year)  form  fair 
securities,  and  may  be  retained  if  the  powers  in  the  trust 
deed  so  permit.  The  preferred  ordinary  stocks  of  our 
home  railways  are  not  suitable  investments  for  trustees  to 
hold.  Then  as  to  debentures  and  debenture  stocks,  we 
note  that  stocks  of  this  class  of  many  commercial  con- 
cerns are  far  from  well  secured.  If  this  class  of  security 
is  intended  to  be  what  the  general  public  look  for  under 
the  term  "debentures,"  the  assets  of  the  concern,  par- 
ticularly the  lands  and  buildings,  if  there  are  such,  and 
where  practicable  the  uncalled  capital,  should  be  specially 
conveyed  to  trustees  for  the  debenture-holders,  so  as  to 
give  the  investors  in  debentures  a  real  lien  over  these 
assets.  A  good  number  of  the  so-called  debentures  or 
debenture  stocks  of  our  public  companies  are  simply  pre- 
ference stocks  with  no  specific  lien.  The  debentures  and 
debenture  stocks  of  almost  all  our  home  railways  are,  on  | 


the  other  hand,  exceptionally  good  securities,  and  may 
with  safety  be  retained. 

Stocks  and  Bonds  of  Foreign  Corporations  and  Com- 
panics. — ^A  few  of  these  securities  are  worth  retain- 
ing, if  the  trustees  have  power  to  do  so;  such, 
tor  example,  as  the  registered  bonds  of  several  of 
the  best  American  (United  States)  railroads,  of  some 
of  our  Colonial  corporations,  and  of  Colonial  tram- 
way and  water  works  concerns,  where  these  are  the  pro- 
perty of  the  municipalities.  Generally  speaking,  however, 
it  is  more  prudent  to  part  with  this  class  of  security  and 
seek  an  investment  for  the  proceeds  at  home. 

Where  the  trust  estate  consists  laxgely  of  stocks  and 
shares,  the  trustees  may  be  greatly  assisted  in  coming  to  a 
decision  as  to  whether  they  should  hold  or  sell  by  calling 
in  a  well-informed  stockbroker  to  their  meeting,  or  by 
instructing  their  law  agent  to  get  a  report,  prior  to  their 
meeting,  from  a  firm  of  stockbrokers  on  all  such  securities 
held  by  deceased. 

(To  be  continued.) 
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XeaMna  BtticleSe 

i^  

J.  A.  Robertson-Durham,  Esq.,  CeA. 

President  of  the  Society  of  Accountants  in  Edin- 
burgh (Incorporated  by  Royal  Charter ^  1854). 

117 E  ^ive  this  week  a  portrait  of  the   new 
President    of  the    Society    of   Accoun- 
tants in  Edinburgh,  elected  on    the  6th  ult., 
in  succession  to  Mr.  F.  W.  Carter,  CeA. 

Mr.  J.  A.    Robertson-Durham,  who  was 
born  on  the  15th  of  June  1848,  is  a  son  of  th 
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late  Mr.  Ai^exander  Weir  Robertson,  C.A., 
one  of  the  original  members  and  the  first. 
Secretary  of  the  Edinburgh  Society  of  Char- 
tered Accountants.  Indeed,  it  was  mainly 
owing  to  the  energy  of  the  late  Mr.  Alexander 
Weir  Robertson  that  the  leading  accoun- 
tants in  Edinburgh  in  1853  formed  themselves 
into  a  Society  which  in  1854  was  incorporated 
by  Royal  Charter. 

After  having  served  a  five  years'  apprentice- 
ship to  his  father,  Mr.  Robertson-Durham 
passed  his  examinations  in/ December  1869, 
and  was  admitted  a  member  of  the  Chartered 
Accountants'  Society. 

In  1870  he  was  taken  into  partnership  by 
his  father,  and  the  business  has  since  been 
carried  on  under  the  name  of  A.  &  J. 
Robertson,  C.A. 

Mr.  Robertson -Durham  was  for  several 
years  one  of  the  Society's  Professional 
Examiners,  and  he  has  been  a  member  of  the 
General  Examining  Board  of  Chartered 
Accountants  in  Scotland  since  the  Board  was 
instituted.  He  has  also  been  one  of  the 
trustees  of  the  Chartered  Accoi|kants' 
Widows'  Fund  since  the  Act  of  Parliament 
was  obtained.  He  has  at  present  four  part- 
ners, one  of  whom  is  his  son,  Mr.  A.  W. 
Robertson-Durham,  who  has  been  a  member 
of  the  Chartered  Accountants'  Society  for  the 
last  seven  years. 

He  is  a  Fellow  of  the  Faculty  of  Actuaries 
in  Scotland,  having  passed  all  the  examina- 
tions of  the  Faculty. 


Among  other  appointments  which  Mr. 
Robertson  -  Durham  holds  are  those  of 
auditor  of  the  Commercial  Bank  of  Scotland, 
auditor  of  the  North  of  Scotland  Bank, 
auditor  of  the  Scottish  Life  Assurance  Com- 
pany, auditor  and  accountant  of  the  Church  of 
Scotland,  and  manager  of  the  Scottish  Rever- 
sionary Company,  Lim. 

In  1899  he  succeeded  to  the  estates  of  Bog- 
head and  Foulshiels  in  the  county  of  Linlith- 
gow, and  assumed,  as  required,  his .  great- 
grandfather's name  of  Durham, 

Mr.  Robertson -Durham  is  a  member  of 
the  Royal  Company  of  Archers— the  King's 
bodyguard  for  Scotland.  He  is  also  a  Justice 
of  the  Peace  for  the  county  of  Linlithgow,  the 
county  of  Haddington,  and  the  county  of  the 
City  of  Edinburgh. 


The  Present  Legal  Position  of  Auditors. 


T^EW  subjects  are  of  greater  importance 
^  or  of  greater  interest  than  the  legal 
position  of  auditors — their  rights  and  respon- 
sibilities ;  and  the  paper  by  Mr.  J.  J.  Parfitt, 
M.A.,  Barrister-at-law,  printed  in  our  issue  of 
the  2nd  ult.,  will  doubtless  have  been  carefully 
perused  by  our  readers. 

We  gather  that  this  paper  is  to  be  taken  as 
a  first  instalment  only,  and,  if  that  be  so,  it 
would  be  obviously  unfair  to  criticise  it  upon 
the  score  of  incompleteness.  We  may  point 
out,  however,  that  while  in  his  opening  sen- 
tences NIr.  Parfitt  sets  before  himself  the  task 
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of  dealing  with  the  rights  and  duties  of  auditors, 
whether  called  upon  to  examine  the  accounts 
of  a  company,  a  firm,  or  a  person,  and  supple- 
ments these  by  defining  the  work  of  an  auditor 
as  extending  to  investigations  with  a  view  to 
the  conversion  of  a  business  into  a  joint-stock 
company  or  on  behalf  of  a  committee  of  share- 
holders, the  practical  part  of  his  paper  deals 
almost  exclusively  with  the  position  of  the 
company  auditor.  This,  while  perhaps  the 
most  important  part  of  the  subject,  is  in  a  sense 
the  least  interesting,  in  that  it  is  that  part 
which  has  been  most  frequently  and  most 
successfully  dealt  with.  It  may,  however,  be 
questioned  whether  Mr.  Parfitt  has  suffici- 
ently equipped  himself  for  dealing  with  the 
practical  aspects  of  this  highly  technical  matter. 
The  authorities  to  which  he  acknowledges 
indebtedness  are  no  doubt  excellent  so  far  as 
they  go,  but  they  do  not  by  any  means  exhaust 
the  subject. 

At  the  same  time,  it  must  be  admitted  that 
the  seven  pithy  paragraphs  enunciating  general 
principles  contain  much  that  is  well  worthy  of 
very  careful  attention,  although  they  are  by  no 
means  invariably  beyond  challenge.  They 
have  the  merit  of,  so  to  speak,  codifying  the 
matter,  at  all  events  from  the  point  of  view  of 
the  company  auditor ;  and  for  that  reason,  if 
for  no  other,  this  paper  will  be  found  especially 
of  value  to  examination  candidates,  who,  as  a 
rule,  prefer  to  have  much  of  their  work  done 
for  them,  and  to  take  their  information,  so  to 
speak,  in  tabloid  form. 

The  lecturer's  first  general  principle  will 
probably  be  regarded  as  being  especially  of 
value,  in  that  the  decision  upon  which  it  is 
based — Spackman  v.  Evans,  being  nearly  forty 
years  old — is,  perhaps,  too  apt  to  be  overlooked 


by'  the  present  generation.  It  was  then 
decided  that  it  was  no  part  of  the  auditor's 
duty  to  inquire  into  the  validity  of  any  trans- 
action appearing  in  the  accounts  of  the  com- 
pany— a  decision  which  may  have  been  per- 
fectly true  with  regard  to  that  particular  case, 
taking  into  consideration  the  terms  of  the 
company's  deed  of  settlement,  but  which,  as 
Mr.  Parfitt  himself  allows,  is  doubtful  as 
applied  to  latter-day  auditing.  The  better 
opinion,  as  he  states,  seems  certainly  to  be  that 
the  auditor  must  deal  with  questions  of  validity 
of  transactions,  at  all  events  up  to  the  point 
where  the  taking  of  legal  opinion  becomes 
necessary  or  advisable.  It  should  be  added, 
however,  that  there  is,  at  all  events,  some 
judicial  authority  for  regarding  the  decision  in 
Spackman  v.  Evans  as  practically  obsolete. 
The  effect  of  the  recent  decision  in  Newton  v. 
The  Birmingham  Sfnall  Arms  Company,  Lim., 
was  to  declare  that  the  auditor  was  justified  in 
passing  without  comment  accounts  which 
showed  a  financial  position  less  favourable  than 
the  true  financial  position ;  but  that  the  duty 
devolved  upon  him  of  seeing  that  the  assets 
secreted  were  properly  applied,  and  of  report- 
ing to  the  shareholders  any  misapplication  or 
malversation  of  funds.  The  effect  of  this 
division  is,  of  course,  to  throw  upon  the 
auditor  the  responsibility  of  inquiring  into  the 
validity  of  the  directors'  handling  of  these 
secreted  funds,  or  Internal  Reserves  as  they 
are  sometimes  called,  and  a  highly  responsible 
and  onerous  task  it  is  ;  indeed,  it  yet  remains 
to  be  seen  whether  it  is  reasonably  practicable 
to  expect  that  such  serious  duties  can  be 
adequately  discharged  by  any  single  individual. 

The  lecturer's  next  point   is   based  on  the 
decision  in  The  Leeds  Estate,  &c.  Co.,  Lim.  v. 
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Shepherd,  in  which  it  was  laid  down  that  the 
duties  of  an  auditor  extended  beyond  verifying 
the  arithmetical  accuracy  of  the  Balance  Sheet, 
or  even  of  the  books  of  account  themselves. 
It  is  unnecessary  for  us  to  comment  upon  this 
point  at  length,  beyond  stating  that  the  effect 
of  this  decision  is  very  cleverly  summarised  in 
a  comparatively  short  space.  The  remaining 
five  principles  are  given  consecutively.  No.  3 
is,  it  seems  to  us,  practically  the  same  as  No.  2 
converted  into  the  affirmative.  No.  4,  suggested 
by  the  Kingston  Cotton  Mills  case,  points  out 
that  while  the  auditor  is  under  no  obligation 
to  be  suspicious,  if  anything  arouses  his  sus- 
picions he  must  go  through  with  the  matter, 
and  take  reasonable  care  not  to  allow  himself 
to  be  deceived.  This,  it  is  explained,  may 
involve  inquiries  which  may  perhaps  prima 
facie  suggest  an  invasion  of  the  duties  of  those 
employed  to  value  the  assets  of  the  company. 
Clearly,  however,  where  suspicions  exist  they 
must  be  set  at  rest  before  the  auditor  can  state 
himself  to  be  satisfied,  and  inquiry  as  to  the 
basis  of  valuation,  &c.,  is  one  means — and 
probably  the  most  convenient  means — of  sifting 
doubtful  questions. 

Principle  No.  5  seems  to  us  to  be  more 
debatable.  We  are  told  that  the  auditor 
must  report  anything  of  a  serious  naturiS^.  to 
the  shareholders.  For  instance,  if  the  profits 
(or  want  of  profits)  do  not  justify  the  payment 
of  a  dividend,  the  auditor  must  tell  the  share- 
holders so  if  the  directors  fail  or  refuse  so  to 
do.  If  "  should  "  were  substituted  for  "  must," 
we  should  entirely  assent  to  this  proposition, 
but  stated  in  its  present  form  it  appears  to  us 
to  be  at  variance  with  the  view  laid  down  by 
Lord  LiNDLEY  in  The  London  &  General  Bank 
case  when  sitting  in  the  Court  of  Appeal.  His 
Lordship  said,  "  It  is  nothing  to  the  auditor 


"  whether  dividends  are  properly  or  improperly 
"  declared,  provided  he  discharges  his  own  duty 
"  to  the  shareholders."  There  is,  of  course,  room 
for  discussion  as  to  precisely  what  his  Lordship 
meant  by  the  auditor's  **  own  duty,"  but  taken 
with  its  context  there  can,  we  think,  be  little 
doubt  that  what  his  Lordship  really  stated  was 
that  so  long  as  the  auditor  took  care  to  convey 
to  the  shareholders  reliable  information  as  to  the 
true  position  of  affairs,  it  was  no  concern  of 
his  what  use  the  shareholders  made  of  that 
information,  even  in  the  extreme  case  of  their 
declaring  a  dividend  which  was  not  justified  by 
the  profits  earned.  While  we  entirely  agree  as 
to  the  importance  of  the  auditor  making  it 
quite  clear  to  the  shareholders  what  balance  of 
profit  there  is  available  for  dividend,  we  think 
that  he  would  be  acting  wisely  if,  having  gone 
so  far,  he  stopped  short  at  that  point,  and  left 
the  shareholders  to  deal  with  the  information 
so  supplied  as  they  thought  fit.  As  a  matter 
of  fact,  it  is  literally  nothing  to  him  whether 
dividends  are  properly  or  improperly  declared, 
in  that  it  is  entirely  beyond  his  power  to  veto 
improvident  dividends;  and  he  lays  himself 
open  to  the  charge  of  exceeding  his  duty  if  he 
gives  advice  on  the  matter. 

Principle  No.  6  enunciates  that  it  is  no  part 
of  an  auditor's  duty  to  take  stock.  Another 
point  which  was  settled  by  the  Kingstoft  Cotton 
Mills  case.  This  is,  however,  capable  of  being 
further  amplified.  What  applies  to  stock-in- 
trade  applies,  it  seems  to  us,  equally  to  the 
other  assets  of  the  company  which,  for  purposes 
of  account,  require  to  be  valued,  and  which, 
therefore,  are  matters  of  opinion  rather  than 
matters  of  fact ;  but,  of  course,  as  the  lecturer 
points  out,  it  still  remains  for  the  auditor  to 
express  in  his  report  an  opinion  concerning 
the  Balance  Sheet  submitted,  regarded  as  a 
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statement  setting  forth  the  true  financial 
position  of  the  company.  It  has  been  stated 
that  in  expressing  such  an  opinion  he  must  be 
honest,  and  must  really  beheve  what  he  states. 
This,  of  course,  requires  the  auditor  to 
definitely  arrive  at  an  opinion  with  regard  to 
the  subject-matter  at  issue,  but  it  does  not 
necessarily  require  him  to  lay  before  the  share- 
holders all  the  various  mental  processes 
through  which  he"  went  in  forming  his  opinion. 
The  seventh,  and  last,  principle,  confirms 
the  view  that  we  have  expressed  in  comment- 
ing upon  Paragraph  5,  and  pro  tanto  contradicts 
that  paragraph  itself.  It  is  here  pointed  out  that 
it  is  no  part  of  an  auditor's  duty  to  give  advice : 
that  his  province  is  to  ascertain  the  true 
position  at  the  time  of  audit.  This  incidentally 
suggests  another  point,  which  has  sometimes 
been  overlooked — namely,  that  the  auditor 
must  not  ignore  means  of  information  that 
have  come  to  hand  since  the  audit  of  the 
Balance  Sheet,  but  prior  to  the  issue  of  the 
auditor's  report. 

Towards  the  conclusion  of  a  very  interesting, 
and  upon  the  whole  quite  reliable,  paper  Mr. 
Parfitt  allows  himself  to  quote  some  some- 
what extraordinary  views  on  the  subject  of 
Goodwill  from  the  Financial  Review  of  Reviews. 
It  may  well  be  questioned  whether  anything 
coming  from  such  a  source  can  be  regarded  as 
sufficiently  authoritative  to  call  for  serious 
consideration  in  a  paper  which  is  for  the  most 
part  founded  upon  judicial  dicta,  but — inasmuch 
as  the  assertion  has  been  made  that  the  sooner 
Goodwill  is  written  down  the  better,  as  in  case 
of  disaster  the  company's  Goodwill  becomes 
almost  valueless,  and  a  provident  Balance 
Sheet  ought  to  be  drawn  up  in  the  light  of  the 
possibility  of  the  trading  concern  becoming 
insolvent — it  may  be  pointed  out  that  there  is 


no  legal  or  moral  obligation  upon  the  part  of 
shareholders  to  forego  dividends  legally  divisi- 
ble out  of  revenue  profits  for  the  sake  of  pro- 
viding creditors  with  more  substantial  assets 
than  those  originally  acquired  with  the  capital 
receipts  of  the  undertaking.    If  shareholders  are 
not  willing  to  provide  ample  reserves  for  their 
own  sakes,  with  a  view  to  securing  uniformity 
of    dividend,    and   a    lengthy  period    of    life 
for  the  business  in  which  their  moneys  are 
invested,  it  is  not  much  use  appealing  to  them 
to  make  such  reserves  for  the  benefit  of  credi- 
tors in  the  event  of  some  unforeseen  calamity 
involving  the  whole  of  their  capital  and  render- 
ing the  business  insolvent.     There  are  many 
excellent    reasons   why  dividends   should    be 
restricted  until  ample  reserves  have  been  built 
up,  but    this    solicitude  for  the   interests   of 
creditors  is  not  one  of  them,  and  the  auditor 
who  seriously  puts  it  forward  would  undoubtedly 
be   exceeding    his    duties    and    incurring  the 
reproach  of  giving  advice  as  to  how  the  busi- 
ness should  be  carried  on.    The  practical  value 
of  the  article  upon  which  Mr.  Parfitt  relies 
as  an  authority  is,  however,  we  think,  capable 
of  being   more  fairly  tested    by   the  remark 
which  he  quotes,  that  stock-in-hand  should  not 
e;cceed  an   amount   equal  to  about  eighteen 
months'  turnover — an  assertion  which  has  only 
to  be  made  to  be  pronounced  ridiculous.     In 
some  concerns  stock  amounting  to  two  weeks' 
turnover  would  be  excessive,  in  others  two  or 
even  three  years'  turnover  might  indicate  no 
source  of  weakness  ;  but,  disregarding  extremes 
in  either  direction,  the  probability  is  that  in 
the  majority  of  cases  anything  exceeding  from 
four  to  six  months*  turnover  would  call  for 
careful  inquiry.    The  writer,  who  thus  speaks 
of  eighteen  months  as  something  resembling  a 
normal  figure,  clearly  knows  little  or  nothing  o^ 
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his  subject — as  may,  indeed,  be  gathered  by 
his  recommendations  with  regard  to  Goodwill, 
which  we  have  already  quoted. 

In  conclusion,  we  may  express  the  hope  that 
Mr.  Parfitt  will  be  prevailed  upon  to  con- 
tribute further  papers  upon  this  interesting 
subject,  dealing  with  the  liabilities  of  auditors 
in  their  somewhat  numerous  aspects.  Thus, 
the  liabilities  of  auditors  under  the  1900  Act, 
and  under  the  new  Table  A,  present  points 
well  worthy  of  discussion  ;  while  the  position 
of  the  accountant  who  has  certified  profits  for 
the  purposes  of  a  prospectus  present  special 
and  highly  interesting  problems,  whether  from 
the  accountancy  or  the  legal  standpoint.  Much 
more  might  be  said,  moreover,  with  regard  to 
the  liabilities  of  auditors  in  respect  of  partial 
audits  ;  while,  of  course,  the  audits  of  friendly 
societies,  building  societies,  gas  companies, 
railway  companies,  and  the  like,  each  present 
their  own  special  problems  that  are  full  of 
interest. 


The  Meaning  of  Balance  Sheets. 


/^NLY  a  few  weeks  since,  when  commenting 
^  on  an  article  that  had  appeared  in  the 
financial  supplement  of  The  Times,  we  had 
occasion  to  question  the  conclusions  arrived  £t 
by  our  contemporary  on  the  subject  of  Balance 
Sheets,  and  particularly  as  to  the  treatment 
therein  of  the  item  Goodwill.  But  although  our 
contemporary's  treatment  of  this  interesting 
subject  upon  that  occasion  certainly  left  much 
to  be  desired,  if  the  matter  were  to  be  regarded 
seriously,  it  must  be  admitted  that  its  article 
entitled  "  Going  Concerns  v.  Scrap  Heap," 
which  appeared  on  the  4th  ult.,  stands  upon 
an  altogether  different  plane.  We  question 
"7  much  whether  the  authorship  is  identical 


in  both  cases,  but,  if  it  should  be,  it  is  evident 
that  the  writer  has  taken  the  trouble  to  read 
up  his  subject  in  the  meanwhile,  and  has  by  no 
means  wasted  his  opportunities;  with  the  result 
that,  although  his  views  are  sometimes  a  trifle 
unconventional,  they  are  certainly  worthy  of 
very  careful  consideration,  and,  for  the  most 
part,  well  worthy  of  adoption. 

Our  contemporary  recedes  from  the  position 
that  it  formerly  took  up,  virtually  advocating 
the  view  that  before  a  company's  accounts  can 
be  said  to  be  in  a  satisfactory  position  its  assets 
ought  to  be  written  down  to  scrap  prices,  and 
now  states  that  all  it  wished  to  do  was  to  upset 
that  complacent  illusion  which  teaches  boards 
to  believe  that  because  something  has  cost  a 
certain  amount,  and  is  maintained  upon  a 
necessary  level  of  efficiency,  it  can  be  reckoned 
at  its  original  value  as  an  asset  for  all  time. 
The  desirability  of  upsetting  a  complacent 
belief  of  this  kind  is  beyond  question,  assum- 
ing it  to  have  any  existence  in  fact,  and  it  is 
certainly  to  be  feared  that  it  is  entertained 
fairly  generally — among  others  by  the  directors 
of  some  of  our  largest  concerns,  including  inter 
alia  British  railways.  When,  however,  our 
contemporary  goes  on  to  suggest  that  this 
eminently  sane  dictum  is  for  all  practical  pur- 
poses identical  with  its  previous  suggestion, 
that  everything  should  be  written  down 
gradually  to  the  price  at  which  it  could  be  sold, 
we  may  point  out  that  while  such  a  course  is 
eminently  desirable,  and  indeed  necessary  in 
cases  where  there  is  any  reasonable  ground  for 
supposing  that  at  some  future  date  a  sale  may 
have  to  be  effected,  it  involves  a  policy  that  is 
entirely  out  of  place  as  applied  to  those  assets 
which  form  the  substratum  of  the  whole  under- 
taking, without  which  it  could  not  possibly 
continue.      The     Gigantic     Wheel,      which 
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appeared  in  successive  Balance  Sheets  at  about 
thirty  thousand  pounds,  and  was  eventually 
sold  for  old  metal  at  three  hundred  pounds,  is 
cited  as  a  sort  of  awful  example  of  maintain- 
ing assets  at  cost.  But  it  may  well  be  asked 
whether,  bearing  in  mind  that  the  inherent 
nature  of  an  undertaking  of  this  description  is 
its  non-permanency,  there  is  much  to  be  gained 
by  conducting  its  finances  with  a  view  to 
enabling  the  business  to  be  carried  on  for  an 
altogether  indefinite  period.  Here,  as  in  the 
case  of  single  ships,  we  venture  to  think  that 
the  majority  of  shareholders  prefer  to  have  all 
available  moneys  divided  among  them,  whether 
they  be  strictly  capital  or  revenue ;  and  so  long 
as  the  law  is  complied  with,  and  the  rights  of 
creditors  respected,  we  do  not  see  why  directors 
should  allow  what  is,  after  all,  a  mere  theory 
to  prevent  them  from  acceding  to  the  wishes  of 
their  employers. 

The  writer  then  goes  on  to  deal  with  a  letter 
forwarded  to  our  contemporary  by  Mr.  T.  A. 
Welton,  F.C.A.,  which  it  is  stated  would 
apparently,  if  carried  to  its  logical  conclusion, 
abolish  all  necessity  for  a  Balance  Sheet.  **  I 
contend,"  wrote  Mr.  Welton,  "that  the 
"  primary  duty  of  a  board  of  directors  is  to 
"  afford  faithful  evidence  as  to  the  earning 
*'  power  of  their  undertaking,  separating  in  the 
''  accounts  any  casual  items  not  likely  to  recur. 
"With  this  information  before  them,  share- 
"  holders  and  the  open  market  soon  settle  how 
"  many  years'  purchase  such  an  income  is 
"  worth,  and  the  price  of  the  stock  represents 
"  an  effective  valuation  from  day  to  day."  It 
must  be  admitted  that  this  quotation  lends 
itself  to  the  deduction  drawn  by  our  contem- 
porary^  however  startling  the  result  may  be, 
but  those  who  are  themselves  acquainted  with 
Mr.  Welton *s  views  will,  of  course,  be  well 


aware  that  he  has  always  seemed  to  regard  the 
Revenue  Account  as  being  more  important  than 
the  Balance  Sheet,  and  his  recent  lecture  at 
Sheffield,  which  we  commented  upon  in  our 
last  issue,  does  little  or  nothing  to  modify  this 
view.  It  is  one  thing,  however,  to  emphasise 
the  importance  of  the  Revenue  Account  — 
which  alone  can  show  the  income  that  an 
undertaking  may  be  expected  to  produce  year 
by  year  in  the  future,  and  it  is  quite  another  to 
suggest  that  the  intrinsic  value  of  shares  in  a 
company  is  neither  more  nor  less  than  the 
capitalised  value  of  the  dividends  that  may  be 
expected  to  be  received  on  the  shares.  It  is  a 
mere  matter  of  calculation  to  arrive  at  the 
capitalised  value  of  a  fixed  income,  but  practi- 
cally no  company  dividends  are  so  exempt  from 
the  vicissitudes  of  trade  as  to  be  safely 
regarded  as  fixed,  and  thus  it  is  not  merely  a 
matter  of  multiplying  and  dividing  the  average 
dividends  of  past  years  by  certain  figures  found 
in  a  table,  but  rather  of  computing  the  probable 
amount  of  profits  that  may  be  expected  in  the 
future.  In  such  a  matter  as  this,  other  factors 
have  of  necessity  to  be  brought  into  account — 
such  as  continuity  of  good  management,  the 
ups  and  downs  of  trade,  increased  competition, 
the  effect  of  hostile  tariffs,  alternative  methods 
of  production,  and  a  host  of  other  contin- 
gencies which  make  all  the  difference  in  the 
world  between  complacent  theory  and  stern 
reality.  But,  even  when  all  has  been  said  and 
done,  the  figure  arrived  at  by  capitalising 
profits  (whether  past  or  future)  is  not  the  value 
of  the  shares,  but  the  value  of  the  Goodwill  of 
the  business,  and  no  amount  of  inquiry  into 
the  Revenue  Account  can  possibly  take  one 
further  than  this  point. 

The   value  of  a  company's  shares,  as  our 
contemporary  very  properly  points  out,  is  some- 
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thing  very  different  to  the  market  price,  which 
is  a  mere  shifting  quicksand  quaking  every  time 
that  the  tide  of  the  market  turns.  An  altera- 
tion of  prices  does  not  necessarily  mean  any 
alteration  whatever  of  belief  in  the  amount  of 
future  profits,  or  in  the  number  of  years'  pur- 
chase that  ought  to  be  paid  therefor,  although 
variations  in  these  matters  will,  no  doubt,  inter 
alia  affect  prices.  If  one  were  to  generalise  at 
all  upon  a  point  where  generalisation  is  so 
dangerous,  one  would  be  inclined  to  say  that 
the  most  marked  fluctuations  in  market  prices 
are  as  a  rule  due.  to  causes  quite  unconnected 
with  the  intrinsic  value  of  the  shares  or  stock 
concerned,  and  thus  in  practice  can  have  but 
little  bearing  upon  the  matter  one  way  or  the 
other.  But  in  so  far  as  the  intrinsic  merits  of  a 
security  do  determine  its  market  price,  it  may 
be  pointed  out  that  the  information  provided 
by  the  Revenue  Account  is  only  useful  for  the 
purpose  of  helping  to  determine  the  value  of  the 
whole  undertaking  ;  whereas  the  intrinsic  value 
of  a  share  is  the  value  of  a  corresponding 
fraction  of  the  surplus  of  the  company's  assets 
over  its  liabilities,  including  goodwill  among 
its  assets,  and  disregarding  all  fictitious  assets 
and  liabilities — such,  for  instance,  as  formation 
expenses  on  the  one  hand,  and  Reserve  Funds 
on  the  other.  In  order  to  form  any  idea  what- 
ever of  the  intrinsic  value  of  a  share,  it  is 
essential  that  a  properly  prepared  Balance 
Sheet  should  be  forthcoming.  It  is  for  this 
reason,  of  course,  that  companies  are  required 
by  law  to  submit  Balance  Sheets  annually  to 
their  shareholders.  Were  these  Balance  Sheets 
unnecessary,  there  would,  as  our  contemporary 
points  out,  be  no  need  for  accountants  to 
certify  them,  or  for  financial  critics  to 
rack  their  brains  to  make  out  what  they 
mean. 


The  suggestion  that  Balance  Sheets  are  super- 
fluous is  so  surprising  that  one  is,  perhaps,  not 
altogether  prepared  with  an  immediate  effective 
rejoinder;  and,  indeed,  among  the  numerous 
arguments  that  may  be  put  forward  in  favour 
of  its  retention,  it  is  a  little  difficult  to  choose 
off-hand  the  most  telling.  One  such  argument 
does,  however,  occur  to  us  at  once,  and  that  is 
that  the  enjoyment  of  a  satisfactory  income  is 
of  itself  no  guarantee  whatever  that  it  will  be 
possible  to  continue  the  business.  Everyone 
must  be  familiar  with  cases  in  which  a  concern 
earning  good  profits  has  been  compelled  to 
place  itself  in  the  hands  of  its  creditors  because 
its  finances  have  been  allowed  to  get  muddled ; 
that  is  to  say,  because  no  sufficient  attention 
has  been  given  to  its  Balance  Sheet  items — 
because  floating  liabilites  have  been  allowed  to 
exceed  floating  assets  —  with  the  result  that 
there  is  not  sufficient  money  available  to  pay 
the  debts  of  the  concern  as  they  become  due. 
If  for  this  reason  alone,  it  is  important  that 
Balance  Sheets  should  be  prepared  periodically 
for  the  information  and  satisfaction  of 
interested  parties. 

At  the  same  time,  it  must  be  admitted  that 
there  is  a  good  deal  in  the  contention  that  has 
been  put  forward  from  time  to  time  by  our 
contemporary  and  others,  that  Balance  Sheets, 
as  frequently  submitted  to  shareholders,  are 
practically  valueless  as  an  indication  of  the  real 
financial  position  of  the  undertaking.  As  a 
case  in  point,  the  Imperial  Tobacco  Company, 
of  Great  Britain  and  Ireland,  Lim.,  whose 
last  Balance  Sheet  is  dated  31st  October  igo6, 
shows  among  its  assets  inter  alia  Investments 
in  Associated  Companies,  ^f 2,226,436;  and 
Investments  in  Government  and  other  Stocks, 
jf900,i02.  These  two  items  taken  together 
represent  approximately  three  times  the  avail- 
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able  balance  of  profit  and  loss,  which  stands  at 
£1,061,870,  yet  there  is  not  the  slightest  indica- 
tion on  the  face  of  the  Balance  Sheet  as  to  how 
they  are  valued.  It  is  true  that  there  is  little 
or  no  indication  as  to  how  any  other  item  of 
the  Balance  Sheet  has  been  valued;  but  the 
special  significance  in  connection  with  the  two 
that  we  have  selected  is  that  as  a  question  of 
account  it  would  be  perfectly  legitimate  for  such 
investments  to  be  brought  into  the  Balance  Sheet 
at  cost  price,  but  if  they  have  been  so  treated 
— and  no  indication  is  given  anywhere  of  the 
act,  or  as  to  their  present  values — then  clearly 
there  is  no  means  of  knowing  whether  the 
balance  of  3^1,061,870  can  be  prudently 
divided.  The  theory  of  the  company  law  is 
apparently  that  Balance  Sheets  shall  be  sub- 
mitted to  the  shareholders  annually  for  their 
approval,  and  that  dividends  shall  be  duly  voted 
by  them ;  but  the  practice  in  too  many  cases 
seems  to  be  to  issue  the  accounts  in  such  an 
emasculated  form  that  the  shareholders  are 
not  in  a  position  to  intelligently  exercise  their 
statutory  privileges.  This,  we  take  it,  is  the 
point  that  our  contemporary  wishes  to  advance 
(although  it  must  be  confessed  that  it  does  not 
succeed  in  doing  so  too  clearly),  and  the  point 
is  one  which  must,  we  think,  be  admitted  by 
all  impartial  students  of  the  tendencies  of  the 
times. 


Auditors'  Certificates  and  Reports. 


r\URING  the  past  six  years  there  has  pro- 
bably  been  no  one  question  of  professional 
interest  more  thoroughly  or  more  continuously 
discussed  than  that  as  to  the  precise  meaning 
of  Section  23  of  the  Companies  Act,  1900,  so 
far  as  it  relates  to  the  certificate  and  report  to 
be  given  by  an  auditor,  at  the  conclusion  of  his 


investigation  ;  as  to  the  precise  meaning  of  the 
words  employed ;  the  exact  nature  and  contents 
of  both  the  certificate  and  the  report ;  and  as 
to  the  expediency  or  otherwise  of  combining 
both  in  one  document  appearing  in  full  at  the 
foot  of  the  published  Balance  Sheet.  It  is 
not  our  intention  at  the  present  moment  to 
revive  the  whole  of  this  discussion — ^which, 
indeed,  would  be  a  somewhat  unprofitable  pro- 
ceeding. We  propose,  however,  to  draw 
attention  to  one  or  two  specific  cases,  which 
have  been  brought  to  our  notice  of  late,  that 
may  possibly  help  to  form  an  opinion  as  to  the 
practical  advantages  and  disadvantages  of  the 
two  accepted  methods  of  dealing  with  the 
auditor's  report. 

Our  first  instance  relates  to  W.  &  A. 
Mc Arthur,  Lim.  The  Times  of  the  28th 
December  last  contains  an  account  of  the 
ordinary  general  meeting  of  this  company, 
which  states  that  a  long  report  was  read  from 
the  auditors,  who  stated  that  they  regarded 
several  of  the  assets  as  not  worth  the  value 
placed  upon  them.  They  objected  to  the 
board's  taking  credit  with  W.  &  A.  McArthur 
(South  Africa),  Lim.,  for  various  items  charged 
in  the  process  of  establishing  that  undertaking, 
and  stated  that  they  did  not  consider  the  sum 
of  fifteen  thousand  pounds  then  taken  credit 
for  should  be  treated  as  profit  available  for 
dividend.  After  oifering  criticisms  on  a  number 
of  other  matters,  they  concluded  by  saying 
that  in  the  circumstances  they  were  unable  to 
express  the  opinion  that  the  Balance  Sheet 
exhibited  a  true  and  correct  view  of  the  state 
of  the  company's  affairs.  The  Chairman  is 
said  to  have  observed  that  this  was  not  the 
first  time  in  the  history  of  companies  that 
there  had  been  differences  of  opinion  between 
auditors  and  directors  as  to  the  value  of  a 
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company's  assets.  The  board  was  strongly  of 
opinion  that  those  who  had  been  day  by  day 
in  the  business,  and  connected  with  all  its 
transactions,  were  better  judges  of  the  value 
of  assets  than  anybody  could  be  who  got  at 
the  value  of  them  simply  by  studying  the 
accounts.  He  dealt  at  some  length  with  the 
position  and  prospects  of  the  company,  and 
concluded  by  moving  the  adoption  of  the 
report,  which  was  unanimously  agreed  to. 
The  dividend  of  5J  per  cent,  on  the  preference 
shares  suggested  by  the  directors  was  also 
voted. 

Our  second  instance  arises  out  of  the  report 
of  the  first  ordinary  general  meeting  of  the 
Lingham  Timber  and  Trading  Company, 
Lim.,  which  appeared  in  The  Financial  News 
on  the  19th  ult.  In  this  case  the  auditors 
adopted  a  combined  certificate  and  report  of 
quite  unusual  length,  which  we  quote  from  our 
contemporary  as  follows  : — 

"  In  accordance  with  the  provisions  of  the  Com- 
panies Act,  1900,  we  certify  that  all  our  requirements 
as  auditors  have  been  complied  with,  and  we  report  to 
the  shareholders  that  we  have  audited  the  above 
Balance  Sheet  and  Profit  and  Loss  Account  with  the 
accounts  relating  thereto  in  London  and  with  the 
accounts  received  from  South  Africa,  certified  by  a  local 
Chartered  Accountant.  Evidence  of  title  to  the  free- 
hold and  leasehold  lands,  buildings,  and  works  has  not 
been  produced  to  us.  In  his  report,  the  local  Char- 
tered Accountant  states  he  is  informed  that  the  pro- 
perty at  Lourengo  Marques  is  in  process  of  transfer  to 
trustees  for  the  debenture-holders ;  that  certified  copies 
and  translations  of  the  grant  of  title  over  192  hectares 
of  land  were  produced  to  him,  but  that  the  documents 
of  title  for  eight  hectares  of  foreshore  (stated  to  be  in 
the  hands  of  the  company's  Lourengo  Marques  office) 
had  not  been  produced  ;  that  the  leases  of  the  property 
at  Johannesburg  stand  in  the  name  of  the  Bank  of 
Africa,  Lim.,  and  are  in  the  bank's  possession.  A 
document,  dated  March  6th  1906,  has  been  shown  to  us, 
in  which  the  bank  undertakes  to  hand  over  to  the  liqui- 
dators of  the  old  company,  or  as  they  may  direct,  all 
securities  which  it  held  in  respect  of  the  old  company's 
indebtedness  to  the  bank.    The  local  auditor  adds  that, 


taking  the  climate  into  account,  he  is  not  clear  that 
sufficient  depreciation  has  been  written  off  the  com- 
pany's buildings  and  equipments  at  Lourengo  Marques, 
but  the  company's  manager  had  informed  him  that  he 
had  gone  carefully  into  the  matter  and  was  of  opinion 
adequate  depreciation  had  been  made.  The  shares  in 
other  companies  are  entered  at  the  amount  at  which 
they  stood  in  the  books  of  the  vendor  company,  and 
consist  of  holdings  in  two  companies,  of  which  we  are 
informed  that  one  is  in  liquidation  and  that  the  other 
has  suspended  operations.  We  are  unable  to  form  an 
opinion  as  to  their  value.  These  shares,  and  some  of 
the  assets  agreed  to  be  purchased  which  are  included  in 
the  above  Balance  Sheet,  have  not  yet  been  transferred 
by  the  liquidators  of  the  old  company.  The  stocks 
(except  those  at  Durban,  which  are  included  at 
/i,293  14s.  4d.)  have  been  taken  and  valued  by  the 
company's  officials.  The  local  auditor  states  that  the 
Durban  stock  has  not  been  taken,  and  that  he  bad  no 
means  of  verifying  the  figure  at  which  it  is  entered. 
Subject  to  these  remarks,  in  our  opinion,  such  Balance 
Sheet  is  properly  drawn  up  so  as  to  exhibit  a  true  and 
correct  view  of  the  state  of  the  company's  affairs  as 
shown  by  the  books  of  the  company." 

In  this  case  also  the  directors'  report  and 
accounts  were  adopted  by  the  shareholders, 
apparently  without  discussion,  and  thus  the 
conclusions  that  one  comes  to  are  (i)  that 
even  when  an  auditor's  report  is  not  appended 
to  the  foot  of  the  Balance  Sheet  its  contents 
may  very  easily  find  their  way  into  the 
press ;  (2)  that  even  when  the  auditor's 
report  is  published  and  circulated  among  the 
shareholders,  and  shows  good  grounds  for 
further  inquiry  into  the  accuracy  of  the 
accounts  before  they  are  passed,  it  is  more 
likely  than  not  that  the  shareholders  will  dis- 
regard the  auditor's  warning  unless  something 
definite  or  tangible  has  occurred  to  shake  their 
confidence  in  the  directors. 

Our  third  case  relates  to  the  accounts  of  the 
Economic  Bank,  Lim.,  for  the  year  ended  31st 
March  1904.  The  report  of  the  auditors  in 
this  case  was  not  circulated  with  the  Balance 
Sheet,  but  was  prepared  to  be  read  at  the 
annual  meeting.     So  far  as  we  are  aware,  its 
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contents  first  appeared  in  the  press  during  the 
hearing  of  the  charge  against  Massey,  which 
resulted  in  his  conviction  a  short  time  since. 
From  the  account  of  the  proceedings  which 
appeared  in  The  Financial  News,  we  gather 
that  this  report  was  made  by  the  auditors  to 
the  shareholders  in  the  following  terms  : — 

*'  We  b^  to  report  that  we  have  audited  the  Balance 
Sheet  of  your  bank,  as  at  March  31  1904,  and,  sub- 
ject to  the  following  observations,  in  our  opinion  such 
Balance  Sheet  is  a  full  and  fair  Balance  Sheet,  pro- 
perly drawn  up  so  as  to  exhibit  a  true  and  correct  view 
of  the  state  of  the  company's  affairs  as  shown  by  the 
books  of  the  company.  The  item  of  deposit  with  the 
Financial  and  Commercial  Bank,  Lim.,  is  one  to  which 
attention  should  be  drawn.  The  transaction  which  led 
to  this  deposit  was  one  whereby  the  Financial  and  Com- 
mercial Bank  subscribed  at  par,  and  paid  for,  36,859 
shares  of  your  bank,  on  the  terms  that  the  Economic 
Bank  should  simultaneously  deposit  an  equivalent 
amount  with  the  Financial  and  Commercial  Bank  for  a 
period  of  two  years.  The  powers  conferred  by  the 
memorandum  and  articles  of  association  of  the 
Economic  Bank  are  very  restricted,  and  it  appears  to  us 
at  least  doubtful  whether  the  bank  have  power  to  make 
such  deposit ;  and,  in  the^circumstances,  we  feel  it  our 
duty  to  bring  the  subject  before  the  shareholders  for 
their  consideration." 

It  is,  perhaps,  hardly  reasonable  to  expect 
that  any  definite  conclusion  should  be  arrived 
at  as  a  result  of  dealing  with  only  three  cases 
revealing  a  distinct  difference  of  opinion 
between  auditors  and  directors.  At  the  same 
time  it  would  appear  that  the  deductions  that 
may  be  legitimately  drawn  from  these  instances 
are  chiefly  of  a  negative  kind.  It  would  seem 
as  though  the  non-publication  of  the  auditors' 
report  does  not  by  any  means  necessarily 
ensure  that  its  contents  will  only  be  disclosed 
to  the  shareholders,  although  there  can  be 
little  doubt  that  the  secret  was  well  kept  by 
the  Economic  Bank  in  1904.  In  the  second 
place  it  would  seem  that,  no  matter  what 
the  standing  of  the  auditors,  their  warning, 
however    clearly  expressed,    is    powerless    to 


impress  upon  shareholders  the  need  for  further 
and  prompt  inquiry  into  the  position,  so  long 
as  nothing  has  transpired  to  ruffle  their 
equanimity.  The  shareholders  of  the 
Economic  Bank  clearly  had  ample  warning 
that  it  was  doubtful  whether  the  business  was 
being  run  upon  the  secure  lines  that  had 
originally  been  mapped  out  for  it ;  but  the  idea 
of  inquiring  into  the  doubt,  and  settHng  it 
definitely  one  way  or  the  other  at  the  time, 
seems  never  to  have  occurred  to  them.  It 
would  be  interesting  to  have  full  particulars  of 
the  few  cases — be  sure  they  must  be  few — in 
which  the  warning  sounded  by  the  auditors 
has  been  attended  to  and  followed  up  promptly 
and  upon  businesslike  lines,  with  a  view  to 
settling  beyond  all  doubt  whether  or  not  the 
accounts  had  substantially  disclosed  the  full 
position  of  the  undertaking. 


notes   on  tbe   £t>i&ence 

TAKEN   BY  THE 

Select  Committee  on  Jncome^taj,  1906. 


By  R.  N.  Carter,  F.C.A. 


{Continued  from  p.  242.) 

Sir  T.  Hewitt  saw  no  difficulty  in  diffierentiatiog 
between  earned  and  unearned  incomes  [2,308] ,  but  had 
come  to  the  firm  conclusion  that  graduation  was 
absolutely  unworkable  [2,312]. 

Mr.  Phillips  considered  that  the  charging  of  a 
maximum  sum,  and  then  accomplishing  graduation 
by  repayment,  would  accentuate  the  tightness  of 
money  which  now  exists  in  January,  February,  and 
March  (2,438),  and  to  make  the  tax  payable  in  two 
instalments  would  only  cause  that  stringency  to  occur 
twice  a  year  instead  of  once  [2,442] . 

Sir  F.  Schuster  supported  Mr.  Phillips  [2,862,  2,884] , 
but  Mr.  A.  H.  Mills  diff'ered  [3,048]. 

Questioned  as  to  a  tax  of  is.  affording  inducement 
for  evasion  Sir  T.  Hewitt  said  there  was  some  evasion 
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and  the  Board  had  had  a  series  of  prosecutions,  and 
treble  duty  had  been  imposed  in  single  cases  amount- 
ing to  many  thousands  of  pounds.  The  Commissioners 
had  felt  it  their  duty  to  press  for  penalties  [2,080] .  He 
was  against  asking  for  individual  returns  of  total 
income  [2,226] ,  except  for  abatement  purposes. 

His  fear  in  connection  with  a  searching  system  of 
personal  return  of  total  income  by  every  one  was  the 
possibility  of  **  passive  resistance  "  by  large  bankers, 
merchants,  &c.  The  present  smooth  and  effective 
working  of  the  income-tax  machinery  was  astonishing, 
but  he  doubted  whether  it  would  carry  the  strain  of 
such  compulsion  [2,287]. 

Sir  Henry  Primrose  stated  that  there  were  940,000 
assessments  to  Schedules  D  and  £;  about  750,000 
people  stated  ihek  full  income  for  the  purpose  of  claim- 
ing exemption  or  abatement ;  and  the  remaining 
200,000  only  stated  assessable  income  [9,394] . 

In  passing,  one  may  note  his  remark  that  the  Scotch 
are  extremely  methodical,  and  if  told  to  make  a  pay- 
ment by  a  particular  date  they  do  so ;  that  in  Glasgow, 
for  instance,  the  authorities  are  positively  incommoded 
in  the  early  days  of  January  by  the  rush  to  pay  taxes ! ! 

[103.] 

The  additional  tax  would,  he  assumed,  only  be  levied 
on  individuals  [129] ,  not  on  companies. 

After  a  very  long  examination  as  to  the  relative 
merits  of  a  general  taxation  at  one  rate  with  graduated 
abatements  by  way  of  repayment  or  a  super  tax,  he 
very  aptly  pointed  out  that  it  would  be  inconceivable 
to  have  a  tax  levied  under  such  circumstances  that 
99  per  cent,  of  the  people  were  to  obtain  deductions  or 
repayments  [214]. 

Dealing  with  the  various  schemes  for  graduation  in 
the  colonies  and  foreign  countries,  he  pointed  out  that 
in  all  those  cases  sooner  or  later  a  point  is  arrived  at, 
beyond  which  taxation  remains  at  the  same  rate; 
moreover,  direct  assessment  existed  in  each  case  [16] . 

He  stated  that  in  six  cases  out  of  seven  abatement 
was  allowed  o£f  a  taxable  source  of  income,  and  not  by 
way  of  repayment  [36] . 

Mr.  Bernard  Mallet  stated  that  the  income-tax  played 
a  more  important  part  in  foreign  and  continental  systems 
of  taxation  than  in  the  British  colonies.  For  example, 
in  Prussia  one  third  of  the  tax  revenue  is  from  income- 
tax,  whereas  in  New  South  Wales  the  proportion  is 
only  one  fifty-sixth  [218J . 


In  Prussia  there  is  a  graduated  tax  of: — 

o'6  per  cent,  on  an  income  of      £^5 
I'o        „  „  „  60 

2-0        „  „  „  60 

3'o        *>  n  »  500 

reaching  (in  75  grades)  a  maximum  of : — 
4'o  per  cent,  on  incomes   ex- 
ceeding ...  ...  ...  jf5»ooo       [222] 

and  in  other  States  similarly  [227] . 

He  stated  that  in  most  cases  this  was  raised  by 
direct  assessment  [227] ,  but  he  did  not  think  there  was 
any  reason  to  suppose  there  was  a  serious  amount  of 
evasion  [264] — he  spoke  particularly  of  Prussia — the 
administration  being  rigorous  and  the  people  very 
submissive  to  the  officials  [270];  but  Mr.  Chiozza 
Money  did  not  agree  as  to  the  submissiveness  [692] . 

Mr.  Mallet  said  there  was  nothing  abroad  in  the 
nature  of  the  proposed  super  tax.  All  foreign  countries 
stopped  at  the  point  it  was  now  proposed  to  begin  at 
[365] ,  though  in  Cape  Colony  there  was  an  extra  tax 
on  incomes  of  jf  5,000  and  upwards  [399] . 

He  did  not  think  collection  at  the  source  could  be 
given  up,  and  if  graduation  was  to  be  introduced,  he 
favoured  the  super  tax  [384] . 

He  thought  it  would  be  difficult  to  work  differentia- 
tion and  graduation  in  one  tax  [419] . 

He  suggested  four  ways  of  effecting  differentiation 

[275]  :— 

(i)  By  a  combination  of  income-tax  with  property- 
tax,  as  in  Prussia,  &c. 

(2)  By  separate  taxes,  one  affecting  earned  income, 

and  the  other  unearned,  as  in  the  Nether- 
lands and  most  Swiss  cantons. 

(3)  By  taxing  different  sources  of  income  with  an 

income-tax  at  different  rates,  as  in  Italy. 

(4)  By  separately  unrelated  taxes,  as  in  the  United 

Kingdom. 

By  regarding  estate  duty  as  a  deferred  income-tax, 
and  calculating  the  premium  payable  to  insure  against 
the  same,  he  arrived  at  5*26  per  cent,  as  the  amount 
•payable  on  an  income  from  property  of  ;£'40i,  as 
against  3*12  per  cent.  (is.  in  the  £  on  just  over  JC400 
abated)  on  an  earned  income  [277] . 

Taking  an  income  of  ;^200,ooo,  the  respective 
amounts  were  9*01  per  cent,  and  5  per  cent.  [282]. 

As  a  whole  he  considered  differentiation  in  the 
United  Kingdom  was,  by  the  various  methods  we  adopt 
about  equal  to  that  in  foreign  countries  [346]  but  our 
graduation  was  on  a  very  rudimentary  scale  [347] . 
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In  Italy- 
Dividends  on  Government  securities 

are  taxed  at 20  per  cent. 

Dividends  on  Shares,  &c.,  taxed  at ...  15        „ 

Trade  Profits  taxed  at  10        „ 

Salaries 7i        „     [356-7] 

bat  this  system  does  not  obtain  elsewhere  in  Europe 
except  in  Spain  [357] . 

Mr.  Chiozza  Money  stated  that  in  Prussia  a  company 
is  allowed  3|  per  cent,  for  interest  on  capital,  and  the 
balance  of  profit  is  taxed ;  and  the  profit  is  again  taxed 
in  the  hands  of  the  recipients  as  dividend  [864] . 

He  brought  forward  figures  that  one-thirtieth  of  the 
population  enjoyed  one-third  ^  of  the  income  of  the 
entire  nation  [5x6]. 

His  suggestion  was  for  a  graduated  property  and 
income-tax  as  follows  (p.  64  of  Report) : — 

SuGGSSTED  Graduated  Property  and  Income  Tax. 


A 

B 

Income 

Incomes 
derived  from 
Employments, 
Trades,  Pro- 
fessions, &c. 

Incomes 
derived  from 
Land,  Houses, 
Stocks,  Shares, 
Sleeping  Part- 
nerships, &c. 

Pence  in  the  £ 

Pence  in  the  £ 

£100 

or  under 

.  *       « • 

Exempt 

Exempt 

Above    100 

and  not  exceeding    £x6o 

Exempt 

Z2 

.       160 

p               200 

2 

Z2 

aoo 

300 

4 

12 

300 

400 

5 

Z2 

400 

500 

6 

12 

Soo 

600 

7 

Z2 

.       600 

800 

8 

X2 

,       800 

,                  IfOOO 

xo 

Z2 

m       1,000 

i          S.500 

za 

J4 

•     «,300 

5,000 

z6 

16 

.     5,000 

7,500 

x8 

z8 

•     7.500 

,            zo.ooo 

30 

20 

,   10,000 

25,000 

22 

22 

«5,ooo 

uidover 

. 

24 

24 

but  he  was  not  particular  as  to  detail—be  only  dealt  in 
principle  [804]. 

His  proposal  was  for  incomes  of  trades  to  be  taxed 
at  a  graduated  scale  on  personal  return,  unearned 
incomes  at  a  normal  rate  of  is.  by  deduction,  and  a 
further  tax  on  personal  declaration  [735] . 

He  thought  evasion  could  be  checked  by— 
(i)  Examination  of  lists  of  shareholders. 

(2)  Obtaining  names  of  landlords  from  tenants. 

(3)  Death  duty  records. 

(4)  Power  to  call  for  books,  bank  books,  &c.  [627 

dseq]. 

He  approved  the  present  figure  of  ;^i6o  for 
exemption  [652]. 


Assuming  there  to  be  10,000  people  with  jf  5,000  per 
annum  and  upwards,  Mr.  Gayler  said  it  was  difficult  to 
say  how  many  one  would  have  to  address  to  get  at  the 
10,000  [937]  perhaps  100,000  [976J.  Very  complicated 
details  would  be  required  [945]  and  strong  powers 
[954]  •  Not  only  would  lists  of  shareholders  have  to  be 
examined,  but  companies  would  have  to  return  full  lists 
of  dividends  paid  [956] .  As  to  the  difficulty  of  general- 
ising [963]  he  mentioned  the  case  of  a  millionaire  who 
held  jfsoo  Consols.  In  an  estate  valued  at  ;f7i5,ooo, 
the  holding  was  as  follows : — 2  foreign  securities ;  14 
holdings  in  7  railways  in  the  United  Kingdom ;  17  hold- 
ings in  10  railways  out  of  the  United  Kingdom;  22 
holdings  in  18  public  companies. 

One  millionaire's  estate  consisted  of: — 14  ground 
rents;  861  rents;  4  chief;  117  customary  rents;  30 
royalties;  4  tithes;  4,175  properties,  chiefly  ground 
rents ;  Consols ;  India  stock ;  2  Corporation  stocks ;  2 
Canadian  railway  stocks;  50  holdings  in  shares  and 
debentures ;  3  mortgages  [963] . 

Power  would  be  required  to  examine  bankers*  books 
[965]  and  he  thought  arrears  should  be  recoverable  for 
six  years  [1,102]. 

Mr.  T.  A.  Coghlan  thought  the  experience  of  Australia 
as  to  differentiation  and  graduation  would  be  of  much 
value  [1,327]. 

One  pitfall  was  commencing  graduation  too  high  and 
giving  no  relief  to  lower  incomes,  and  the  treating  of 
companies  as  individuals  [1,328],  though  he  thought 
a  company  should  be  charged  in  the  scale  into  which 
its  profit  fell,  and  that  there  would  be  no  difficulty  in 
repayment  to  shareholders  who  fell  into  a  lower  scale 
[i»339]. 

He  favoured  a  tax  on  the  following  basis: — 
The  first  ;f500  to  pay  ...        3d. 

The  second  jf5oo  to  pay     ...        4d. 
and  so  on,  thus  avoiding  the  present  anomaly  of  £1 
increase  on  ;f  700  costing  tax  on  ;f  71  [1,337] . 

He  dwelt  on  the  fact  of  the  wealthy  being  able  to  pay 
a  large  tax  [1,348],  and  thought  that,  though  abate- 
ment in  respect  of  marriage  or  number  of  children 
would  be  complicated,  it  would  not  be  insuperably  so 
[1,385]. 

With  a  graduated  income-tax  and  graduated  death 
duties  he  thought  differentiation  unnecessary  [1,343] 
(but  Mr.  H.  Cox  did  not  think  that  the  death  duties 
compensated  for  the  inequalities  of  the  income-tax 
[2»548]. 
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He  was  opposed  to  one  tax  on  earned  and  double 
that  on  unearned  incomes  [i^sig]. 

He  submitted  four  schemes  [1,429  et  seq.]  which  would 
yield  the  same  tax  as  at  present,  viz. : — 


A 

C 

£160 

to 

£700 

6d. 

£160     to     £1.500 

9d. 

700 

1,500 

8d. 

1,500      „        4,000 

I/- 

1,500 

2,000 

lod. 

4,000      „      10,000 

1/3 

2,000 

3,000 

i/- 

10,000  and  upwards 

1/6 

3,000 

4.000 

1/2 

4,000 

6,000 

1/4 

6,000 

10,000 

1/6 

10,000 

20,000 

1/8 

20,000 

40,000 

i/io 

40,000 

and  upwards 

2/- 

B 

D 

£160 

to 

£700 

6d. 

£160     to     £1,000 

6d. 

700 

«, 

1,500 

9d. 

1, 000      „        3,000 

i/- 

1,500 

• 

3.000 

i/- 

3,000  and  upwards 

1/6 

3.000 

w 

6,000 

1/3 

6,000 

„ 

zo.ooo 

1/6 

10,000  and  upwards 

1/9 

In  each  case  so  much  as  would  be  between  the 
categories  would  be  taxed  at  that  rate,  thus  a  man  with 
jf 4,000  per  annum  would  pay  6d.  on  the  first  jfyoo,  and 
so  on. 

He  seemed  uncertain  whether  companies  should  be 
taxed  in  the  scale  into  which  they  fell,  but  thought  the 
department  would  have  to  fix  in  practice  a  tax  which 
would  apply,  so  that  too  muqh  money  need  not  be 
demanded  from  individual  taxpayers  [1,495]  •  He  had 
not  given  the  practical  administration  so  much  thought 
as  to  say  what  that  sum  should  be  [1,495].  He  did 
not  think  that  vital  [1,496]. 

He  thought  the  additional  work  in  giving  rebates, 
&c.,  was  exaggerated  [1,502] . 

There  was  no  difficulty  in  getting  declaration  of 
income  in  Australia,  and  he  did  not  know  why  there 
was  here  [1,627]. 

Mr.  Philip  Snowden  thought  five  conditions  should 
be  borne  in  mind  in  any  new  scheme  [1,703] : — 
(i)  There  should  not  be  a  violent  change ; 

(2)  There  should  be  simplicity  even  at  the  risk  of 

loss  to  the  revenue  ; 

(3)  Any    scheme  should   be    in    conformity    with 

popular  ideas,  to  secure  the  co-operation  of 
taxpayers ; 

(4)  Any  scheme   should  afford  little  opportunity 

for  evasion ;  and 

(5)  Should  be  capable  of  automatic  increase. 

Further,  any  scheme  which  only  produced  ;f  3 ,000,000 
to  ;f4,ooo,ooo  extra  would  not  be  worth  carrying  out 
^2,046] . 


He  said  the  following  scheme  had  been  suggested  in 
popular  arguments  [1,714] : — 

Up  to  ;f7oo  as  at  present  (except  to  give  ;f  120 

abatement  from  jf  500  to  jf  700  [1,713] ) ; 
;f7oo  to  ;f  1,000  no  abatement ; 
;f  1,000  to  ;f2,ooo  +  2d.  (additional  tax) ; 
;f 2,000  to  ;f 3i00o  +  4^. ; 
and  so  on,  but  he  did  not  favour  it  [1,716] . 

In  spite  of  disadvantages,  particularly  deduction  of 
tax  from  small  investors,  [1,722]  he  was  in  favour  of 
retaining  taxation  at  the  source  [1,721]  and  a  super  tax 
on  incomes  over  ;f 5,000  per  annum,  which  would  be 
"immensely  popular"  [i»733-4]— '<>  ^f^ose  with  less 
[i»735]'  It  would  be  very  valuable  as  an  experiment, 
and  the  principle  could  be  readily  extended  [i,736» 
1,980].  Differentiation  on  incomes  below  ^1,000  he 
considered  impracticable  [11732] . 

He  was  not  prepared  to  grant  that  any  income  over 
;f  50,000  per  annum  was  earned  [1,864] ,  but  considered 
a  cotton  spinner  who  went  day  by  day  to  business  and 
made  ;f  100,000  "earned"  it  [1,968],  but  Rothschild's 
income  was  not  in  his  view  "  earned  "  [1,859]  •  He 
thought  the  profit  of  a  privately  owned  and  privately 
managed  company  was  "  earned,"  but  that  of  a  public 
company  "  unearned  "  [1,966] . 

But  for  his  desire  not  to  disturb  present  regulations 
more  than  possible,  he  preferred  a  graduated  tax  rather 
than  the  present  system  of  abatement  [1,994]  • 

On  incomes  of  from  ;f 5,000  to  ;f8,ooo  he  proposed 
(experimentally)  [1,756]  a  super  taxof  6d.  on  "earned  " 
incomes  and  is.  on  "  unearned  "  [1,752]  ;  on  ;f  8,000 
to  ;f  10,000,  9d.  and  is.  6d.  respectively;  on  jf  10,000  to 
jfi5,ooo,  IS.  and  2s.  [1,759]  ;  on  ;fi5,ooo  to  ;f25,ooo, 
IS.  6d.  and  3s.;  jf25,ooo  to  ;f5o,ooo,  2S.  and  4s.  [1,761]  ; 
over  ;^5o,ooo  (assumed  to  be  all  unearned)  7s.  [1,763]. 

Mr.  Harold  Cox  was  in  favour  of  graduation  up  to 
£1,500  or  ;f 2, 000,  but  not  further  [2,478],  above  that 
figure  the  number  of  persons  was  so  few  as  not  to  be 
material.  Moreover,  a  man  with  ;f 2,000  a  year  did  not 
complain  at  being  taxed  at  the  same  rate  as  one  with 
;f  5,000  or  upwards  [2,637].  He  proposed  a  "  normal  " 
tax  of  IS.  as  at  present,  with  an  abatement  of  id.  in  the 
£  down  to  ;f  1,200,  2d.  down  to  ;f  1,000,  and  so  on 
[2,482].  In  case  of  increase,  his  suggestion  was  to 
increase  by  percentage^  not  by  addition^  thus  avoiding  the 
possibility  of  an  increase  doubling  the  tax  for  a  low  rate, 
whilst  only  adding  7  or  8  per  cent,  to  higher  rates 
[2.486]. 
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As  to  differentiation,  he  favoured  categories  of 
incomes — e.g,,  a  schoolmaster  (dependent  on  his  brains 
only)  should  be  entitled  to  a  larger  abatement  than  a 
shopkeeper  (who  used  capital  as  well  as  brains  [2,500] ). 
He  thought  this  would  get  over  the  difficulty  of  whether 
a  dividend  from  a  private  limited  company  was 
*•  earned  "  or  "  unearned  "  [2,508] . 

He  considered  the  difficulties  of  the  changes  so  great 
that  they  could  only  be  undertaken  in  connection  with 
a  complete  reform  of  the  income-tax  [2,511].  The 
whole  taxation  of  the  country,  direct  and  indirect, 
should  be  taken  into  account  [2,520] ,  his  ideas  being 
to  bring  home  financial  responsibility  to  the  entire 
electorate  of  the  country  [2,528] .  His  suggested  gradu- 
ated tax  would  in  time  (say  50  years)  do  away  with 
rating  as  the  main  feature  of  local  revenue  [2,539]  *  He 
favoured  a  combined  system  of  graduation  and  differen- 
tiation—^.^., a  person  with  an  "  unearned  "  income  of 
j£'500  a  year  would  pay  is.  in  the  £  by  way  of  deduction ; 
one  with  an  **  earned  "  income  of  £s^>^  would  first  have 
some  abatement  (say  ;f  100)— he  spoke  in  principle  only. 
If  6d.  was  the  tax  for  a  ;f  500  income,  and  sd.  for  a  ;f40o, 
the  former  would  recover  6d.  by  repayment ;  the  latter 
would  pay  sd.  in  the  £  on  ;f400  [2,595]  • 

It  will  be  seen  that,  as  a  whole,  Mr.  Cox's  idea  was 
relief  to  small  incomes  rather  than  a  heavy  tax  on  large 
ones  [2,638]. 

Mr.  Gyles'  difficulty  on  the  question  of  differentiation 
between  '*  earned  "  and  *'  unearned  "  incomes  was  to 
distinguish  l)etween  them  [2,724] .  For  example,  great 
friction  would  be  caused  if  the  profits  of  a  private  com- 
pany were  considered  "unearned"  [2,767].  Also  all 
"  sleeping"  partners  in  firms  would  immediately  become 
'•  active  "  to  come  in  at  the  "  earned  "  rate  [2,772] . 
When  first  he  began  to  investigate  differentiation  and 
graduation  he  had  no  prejudice  and  was  in  favour 
of  both,  but  his  endeavour  to  find  persons  (not  officials) 
to  clear  away  practical  difficulties  had  been  quite 
unsoccessful  [2,789]. 

The  evidence  was  brought  to  a  conclusion  by  a 
statement  read  by  Sir  Hy.  Primrose  [3,259] ,  and  some 
questions  thereon.  The  purport  of  the  statement  was 
as  follows: — 

The  difficulty  of  graduation  or  differentiation  lies 
not  in  the  thing  itself,  but  in  the  application  of  it 
to  the  present  system  of  assessment  at  the  source. 
Two-thirds  of  the  tax  is  so  raised.  In  the  remaining 
one-third  graduation  can  only  be  applied  in  those 
cases  where  the  income  is  the  whole  of  the  tax- 
payer's income.    The  evidence  taken  goes  to  show 


that  **  practicability "  can  only  be  interpreted  as 
"  expediency."  Graduation  may  be  regarded  either 
as  an  engine  to  increase  the  income-tax  by  levies 
on  large  incomes,  or  as  a  means  of  relieving  small 
incomes.  The  former  would  render  capital  scarce 
and  dear ;  the  latter  only  involved  administrative 
difficulties.  The  two  methods  suggested  were  "  the 
super  tax,"  and  **  degression." 

Super  Tax, 

A  super  tax  even  on  persons  with  ;f  5,000  a  year 
and  upwards  could  not  be  levied  effectively;  a 
fortiori  it  could  not  be  levied  on  those  with  ;f2,ooo 
or  upwards. 

The  difficulties  were : — 

(a)  Discovery  of  Persons  Liable. — A  certain 
number  are  conspicuous,  others  would  be 
difficult  to  reach,  and  the  result  would  be 
either  that  it  would  be  levied  on  the  con- 
scientious and  escaped  by  the  dishonest,  or 
that  there  would  be  a  mass  of  legal 
business  of  overwhelming  dimensions. 

(b)  Returns  by  Individuals. — ^These  would  be 
complicated,  and  it  could  not  be  expected 
that  the  taxpayer  would  throw  much  good- 
will into  the  matter ;  they  would  have  to 
disclose  net  personal  income  and  family 
obligations  of  the  most  intensely  personal 
and  private  nature. 

(c)  Verification.  —  Verification  would  be 
difficult  and  complicated,  involving  inspec- 
tion of  share  registers,  examination  of 
instruments  creating  charges.  &c.  It  was 
doubtful  whether  even  this  would  lead  to 
much  positive  result,  and  if  not  successful 
with  moderate  frequency  would  soon  lose 
.  even  negative  value  as  a  deterrent. 

{d)  Assessments  and  Appeals. — Probably  paid 
Commissioners  would  be  required. 

(e)  Staff.— Probably  ;f  100,000  would  provide, 
sufficient. 

In  view  of  its  manifest  drawbacks,  a  super  tax 
ought  not  to  be  attempted  unless  it  offered  a 
prospect  (which  he  was  unable  to  see)  of  increased 
revenue  of  really  substantial  amount. 

Degression, 
This  was  already  in  operation  to  some  extent,  and 
might  be  enlarged  with  advantage. 

Differentiation, 
This  was  to  some  extent  effected  by  the  death 
duties.     The    present    arrangement  of  schedules 
would  afford  considerable  facility  towards  differen- 
tiatiog  between  earned  and  unearned  incomes. 
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I  have  already  dealt  with  the  report  of  the  Com- 
mittee.   The  only  point  upon  which  there  was  any 
great  division  of  opinion  among  the  witnesses  in 
principle  was  that  of  the  super  tax. 
It  will  be  noticed  that  the  Committee  do  not  accept 
the  views  of  Sir  Henry  Primrose,  Mr.  Gayler,  Mr.  Gyles, 
and  Sir  T.  Hewitt,  as  to  the  difficulty  of  obtaining  the 
returns  necessary  for  a  super  tax  and  the  effect  thereof, 
but  that  they  adopt  the  view  of  the  other  witnesses 
without  expressing  any  opinion  as  to  the  amount  of 
such  tax,  apparently    leaving   the  Board  to  choose 
between  the  various  schemes  suggested.    With  respect 
to  the  other  conclusions  at  which  they  have  arrived, 
I  do  not  think  any  of  the  witnesses  would  dissent  from 
them,  except  perhaps  as  to  the  difficulty  in  practice  of 
discriminating  between  earned  and  unearned  incomes. 


Meefili?  Tlotes* 


•*  Free  of  Income    ^^  interesting  controversy  has  been 
Tax."  proceeding  during  the  past  week  on 

this  question  in  the  columns  of  one  of  the  financial 
dailies.  Sir  Robert  Edgcumbe  stated  recently  in  The 
Financial  Review  of  Reviews  that  shareholders  in  com- 
panies would  benefit  to  the  extent  of  something  over  a 
halfpenny  in  the  £  if  companies  paid  their  dividends 
free  of  income-tax.  As  an  example,  he  cited  the  case 
of  a  dividend  of  ;f  10  paid  to  Mr.  Smith.  A  company 
can  pay  such  a  dividend  in  two  ways,  he  said  :  first  in 
the  ordinary  way,  which  was  to  deduct  los.  for  income- 
tax,  and  pay  Mr.  Smith  £g  los. ;  in  this  case  Mr.  Smith 
received  £g  los.,  but  the  income-tax  on  £g  los.  was 
9s.  6d.,  not  los.,  so  that  in  addition  to  is.  in  the  £  on 
what  Mr.  Smith  received,  he  paid  a  further  sum  of  6d., 
which  amounted  to  a  contribution  of  over  a  hal^enny 
in  the  £  on  his  dividend.  Secondly,  a  few  companies 
distributed  their  dividends  free  of  income-tax.  Mr.  Smith 
received  ;f  10  by  way  of  dividend,  the  company  paying 
the  tax ;  he  thought  that  Mr.  Smith  benefited  to  the 
extent  of  6d.  when  he  received  his  dividend  from  a 
company  which  paid  it  free  of  income-tax.  Mr.  G.  O. 
Parsons  followed  up  by  sajdng  that  "  free  of  income- 
tax  **  was  a  confusion  of  terms,  and  that  if  the  com- 
pany had  not  paid  the  tax  the  dividend  would  have 
been  greater.  He  also  pointed  out  that  the  words 
"free  of  income-tax"  on  dividend  warrants  were  mis- 
leading, and  persons  who  were  entitled  to  claim  repay- 
ment omitted  to  do  so  by  reason  of  their  being  under 
^he  impression  that  no  tax  had  been  deducted  from  such 


dividend.  Mr.  P.  D.  Leake,  F.C.A.,  then  chimes  in  to 
the  effect  that  the  apparent  gain  of  a  halfpenny  in  the  £ 
on  Mr.  Smith's  dividend  of  £g  los.  is  caused  by  calcu- 
lating the  tax  on  the  net  income,  after  paying  the  tax, 
which  is  illegal,  as  it  involves  the  allowance  of  income- 
tax  paid  as  an  expenditure  chargeable  against  gross 
profit  before  arriving  at  the  taxable  profit,  so  that 
there  can  in  fact  be  nothing  gained  in  this  direction. 
Mr.  Leake  says  it  should  not  be  overlooked  that  a 
company  declaring  a  10  per  cent,  dividend  free  of 
income-tax  is  really  pa3dng  a  dividend  of  about  lo^  per 
cent.,  but  this  is  not  recorded  in  the  published  list  of 
stocks  and  shares,  and  the  company  only  gets  credit 
for  paying  10  per  cent.  It  is  thus  at  a  disadvantage 
compared  with  a  similar  company  which  declares  and 
pays  loi  per  cent,  without  deducting  income-tax  there- 
from in  the  ordinary  way,  which  it  could  do  out  of  the 
same  profits  as  a  company  paying  10  per  cent.,  free  of 
tax.  He  suggests  that  this  would  have  a  detrimental 
effect  on  the  quoted  value  of  the  shares  in  the  latter 
company.  Mr.  Parsons  follows  up  his  previous  letter 
by  saying  that  a  company  could  only  pay  Mr.  Smith  a 
dividend  of  /  lo  in  one  way — namely,  by  issuing  him  a 
warrant  for  £g  los.  He  points  out  that  the  Income- 
tax  Acts  provide  for  dividends  being  taxed  at  the 
source ;  hence,  if  Mr.  Smith  received  ;f  10,  stated  to  be 
free  of  tax,  his  dividend  was  j^io  los.  6d.  gross,  and 
upon  this  latter  sum  Mr.  Smith  could  claim  refund,  if 
he  was  entitled  to  abatement  or  exemption.  The 
illustration  in  support  of  his  point  is  as  follows : — A 
ground  landlord  who  desires  to  obtain  ;^io  free  of 
income-tax  for  a  plot  of  land  must  let  it  for 
;f  10  I  OS.  6d.,  for  a  rental  of  jf  10  would  only  bring  in 
£g  los.,  and  he  cannot  imagine  that  Sir  Robert 
Edgcumbe  would  contend  that  the  landlord  had  paid 
more  than  is.  in  the  £  in  either  case,  though  he  has 
suffered  equal  deduction  with  the  imaginary  share- 
holder. He,  furthermore,  suggests  that  if  the  directors 
of  the  company  decide  to  distribute  ;f  10,000  by  way  of 
dividend,  the  sum  total  of  the  warrants  issued  must  be 
;f  10,000,  and  he  asks  what  difference  can  the  method 
of  expressing  this  distribution  make  to  the  recipients 
of  the  dividend  ?  The  tax  paid  on  the  sum  divided — 
namely,  ;f  526  6s.  3d. — may  be  disclosed  or  concealed. 
There  is  the  distinction,  but  no  difference.  The  last 
word  at  present  is  with  Sir  Robert  Edgcumbe,  who 
objects  to  Mr.  Parsons*  statement  that  a  company  can 
only  pay  Mr.  Smith  a  dividend  of  ;f  10  in  one  way — 
namely,  by  issuing  him  a  warrant  for  ^^9  los.,  and  be 
cites  the  case  of  a  dividend  warrant  recently  sent  out 
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by  a  company,  which  begins :— -"  I  am  directed  to  hand 
"you  the  enclosed  warrant  for  dividend  of  £2  los.  per 
"  cent.,  free  of  income-tax,  on  400  shares,  as  declared 
"  at  the  ordinary  meeting  of  the  company,  ;f  10/'  He 
is  not  able  to  understand  why  the  public  misinterpret 
the  words  "free  of  income-tax,"  for  on  all  such 
warrants  the  secretary  certifies  that  the  income-tax 
will  be  paid  to  the  proper  officer,  and  that  shareholders 
claiming  repayment  of  income-tax  are  informed  that 
the  Inland  Revenue  Department  will  accept  this  state- 
ment as  proof  that  the  tax  has  been  paid.  It  would 
be  interesting  if  our  readers  can  give  instances,  which 
may  be  within  their  experience,  where  the  public  have 
failed  to  understand  the  point. 


Corporation       The  Financial  News  recently  had  a  very 
■••«k««  interesting  article  dealing  with  the  fact 

that  banks  were  writing  down  their  investments  in 
Corporation  stocks  considerably.  A  correspondent  of 
that  paper  points  out  that  banks  allow  Corporations  to 
overdraw  to  such  an  extent  that  it  is  sometimes  difficult 
to  subsequently  place  their  finances  on  a  business-like 
basis.  He  instances  a  case  where  a  Corporation  owes  a 
local  bank  something  like  ;f  200,000  by  way  of  overdraft, 
and  has  afready  issued  an  enormous  amount  of  3  per. 
cent,  stock,  most  of  which  is  held  as  an  investment  by 
the  same  bank.  He  considers  that  this  is  neither  bank- 
ing nor  financing  to  grant  such  trading  facilities, 
especially  if  the  Corporation  stocks  have  subsequently 
to  be  written  down.  Another  correspondent  states  that 
Mr.  John  Bums  should  be  asked  to  bring  out  of  the 
pigeon-hole  the  report  of  the  Royal  Commission  upon 
Municipal  Trading,  which  **  denounced  as  a  positive 
*'  farce  the  present  system  of  audit,  whereby  the  auditors 
*'  may  be,  and  often  are,  chimney  sweeps,  and  shoe- 
*'  blacks ;  provided  only  they  are  burgesses,  this  is  the 
''one  and  only  qualification  required  at  the  present 
*'  moment." 


Prioidi    flAci  ti     ^  correspondent  of  The  Financial  Times, 
and  Aooidont      in  the  course  of  an  interesting  article, 


discusses  the  heavy  costs  involved  by 
claims  arising  from  accidents  of  occupation  in  industrial 
districts,  which  is  said  to  be  seriously  crippling  the 
funds  of  many  friendly  societies.  It  is  pointed  out  that 
the  tables  of  contributions  and  benefits  are  usually  based 
upon  the  general  sickness  experience,  which  includes 
illness  of  members  who  are  working  in  light  occupations. 
It  is  where  the  members  are  drawn  almost  exclusively 
from  men  following  hazardous  trades  that  the  sickness 


cost  is  loaded  with  claims  caused  by  accidents,  and 
which  involve  heavy  additional  cost  upon  the  funds  of 
those  particular  branches.  The  serious  deficiencies  of 
these  branch  funds  have  had,  it  is  said,  to  be  made 
good,  in  some  cases  by  relief  grants  from  the  central 
fund,  and  in  other  cases  by  increased  contributions  or 
reduced  benefits;  and  a  case  is  cited  where  a  society  is 
now  only  paying  a  reduced  amount  in  sickness  benefit  to 
the  members  who  are  suffering  from  accidents  and  who 
are  receiving  compensation  under  the  Workmen's  Com- 
pensation Act.  The  payment  of  reduced  benefits  is 
naturally  the  easiest  method  of  meeting  financial  diffi- 
culties, but  it  is  opposed  by  the  majority  of  friendly 
societies  working  in  industrial  districts,  the  contention 
being  that  the  members  have  paid  for  the  sickness 
benefit  and  are  entitled  to  receive  it  whatever  may  be 
the  cause  of  incapacity.  This  argument  would  be  all 
very  well,  provided  the  members  had  actually  paid  for 
their  liability,  but  the  valuation  Balance  Sheets  are 
said  to  show  conclusively  that  this  heavy  liability  has 
not  been  paid  for  by  the  members,  with  the  result  of 
large  and  generally  increasing  deficiencies.  Our  con- 
temporary's correspondent  suggests  another  method  of 
meeting  the  liability,  and  removing  the  difficulty,  and 
that  is  to  limit  the  sickness  benefit  exclusively  to  cases 
of  specific  sickness,  and  to  meet  the  claims  arising  from 
accidents  of  occupation  by  means  of  an  annual  levy, 
then  a  member  would  have  the  option  of  deciding 
whether  he  would  cover  for  sickness  only,  or  for  sickness 
and  accident  combined,  the  contributions  varying  in 
each  case,  the  latter,  of  course,  according  to  the 
intensity  of  the  claims  falling  due.  The  suggestion  in 
question  strikes  us  as  being  a  very  good  one,  but  it 
does  not  appear  to  have  been  commented  upon  by  any 
of  the  officials  engaged  in  friendly  society  work,  and  it 
would  perhaps  be  desirable,  before  forming  a  definite 
opinion,  to  hear  their  views. 


k  Stock  A  correspondent  of  The  Financial  Times 

Exchange  Bank,  ^sks  "  Why  fine  trade  bills  should  be 
acceptable  for  loans  at  from  4}  to  5  per  cent.,  while  the 
best  mixed  bonds  to  bearer  are  charged  at  from  6  to  7 
per  cent.  ? "  The  complaint  is  made  that  the  banks 
make  a  discrimination  in  favour  of  fine  trade  bills  and 
against  finest  securities  to  bearer,  under  which  they 
run  no  risk.  It  is  suggested  that  as  the  insurance 
world  soon  became  tired  of  solely  proprietary  offices, 
and  devised  the  higher  form  of  mutual  institutionp,  a 
Stock  Exchange  Bank  might  overcome  the  suggested 
difficulty.    Another  correspondent,  taking  up  the  point, 
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says  a  powerful  body  like  the  Stock  Exchange  could 
easily  assist  at  the  formation  and  upkeep  of  such  a 
bank.  It  need  not  be  a  contangoing  institution,  or  run 
counter  to  Stock  Exchange  rules.  It  will  be  interesting 
to  see  what  comes  of  the  suggestion,  or  what  reply,  if 
any,  the  banks  have  to  make. 


That  Telephone  ^^  ^^^  ^^^Y  of  London  Court  last  week, 
Agreement.  before  his  Honour  Judge  Rentoul, 
K.C.,  the  Postmaster- General  brought  an  action  to 
recover  £^  19s.  6d.,  balance  of  calls  due,  and  a  year's 
subscription  for  the  telephone.  The  defendant  stated 
that  a  year's  rent  in  advance  became  due  last 
September,  and  the  service  had  been  cut  off  because 
he  did  not  pay.  His  reason  for  non-payment  was  that 
in  the  previous  year  the  service  was  only  intermittent, 
owing  to  a  defective  and  obsolete  transmitter  being 
used,  which  deprived  him  of  the  telephone  for  days  at 
a  stretch ;  he  also  contended  that  he  was  being 
charged  for  ineffective  calls,  and  he  thought  he  was 
entitled  to  some  compensation.  He  also  disputed  the 
number  of  calls  attributed  to  him.  On  behalf  of  the 
Post  Office  it  was  said  that  no  charge  was  made  for 
ineffective  calls ;  the  record  of  calls  was  taken  down 
automatically,  and  the  telephone  agreement  provided 
that  a  certificate  should  be  conclusive  ;  this  certificate 
bad  been  furnished.  No  claim  for  compensation 
could,  under  the  circumstances,  be  entertained.  Judge 
Rentoul  is  reported  to  have  said  that  if  the  service  was 
inefRcient  a  subscriber  could  make  a  claim  for  damages, 
but  he  did  not  think  it  would  be-very  successful  unless 
something  out  of  all  reason  were  established.  The 
Postmaster- General  carried  on  his  telephone  for  the 
public's  benefit,  the  telephone  agreement  being  largely 
to  the  effect,  "  we  will  do  the  best  we  can  for  you,  but 
"  we  will  not  be  sued.  We  are  a  Government  depart- 
"  ment,  and  that  means  the  King,  and  the  King  cannot 
"  be  sued."  The  defendant  created  roars  of  laughter 
by  remarking,  *' that  means  that  they  can  charge  us 
**  what  they  like  for  what  we  have  not  had,  and  whether 
"  you  have  had  it  or  not,  that  does  not  make  any 
"  difference."  Ultimately  judgment  was  given  for  the 
Postmaster-General  without  costs,  as  the  witnesses 
were  in  his  service. 


Bhare   Qootations  '^he  Paris  correspondent  of  Commercial 
in  Parle.  Intelligence  says  that  people  in  England 

who  watch  the  French  market,  or  rather  the  official 
quotations  at  the  Bourse,  must  very  often  be  puzzled  as 
to  what  is  really  taking  place  in  Paris,  and  especially  is 
*^is  so  with  regard  to  the  shares  of  French  industrial 


companies,  and  the  shares  of  foreign  companies  in 
which  French  capital  is  invested.  It  is  stated  that  the 
quoted  prices,  which  vary  so  mysteriously  from  day  to 
day,  although  supposed  to  be  official,  form  no  guide 
whatever  to  the  real  state  of  affairs.  It  seems  that  by 
virtue  of  an  arrangement  concluded  at  the  Chambre 
Syndicale,  certain  "values"  are  allotted  to  various 
agents  dc  change,  who,  it  may  be  remarked,  are  authorised 
to  guarantee  the  sincerity  of  the  official  quotation.  One 
nraty  have  dynamite,  another  certain  Russian  industrial 
ventures,  and  so  on,  and  each  time  that  an  order  for 
sale  or  purchase  is  given  for  shares  in  any  of  these 
industrial  companies  it  is  passed  on  to  the  agent  who  is 
in  charge  of  that  particular  section.  It  follows,  then, 
that  the  agent  is  the  possessor  of  all  the  orders,  either 
for  the  sale  or  purchase  of  such  shares,  and  as  he  is  at 
the  same  time  both  the  buyer  and  the  seller,  the  fixing 
of  the  official  quotation  is  rather  humorous;  for  our 
contemporary's  representative  does  not  hesitate  to  say 
tbat,  if  it  is  thought  that  the  shares  of  the  company  in 
question  ought  to  advance  a  few  points,  they  are  so 
extended,  and  if  on  the  other  hand  it  is  judged  that  ihe 
sTbures  ought  to  fall  to  a  certain  point,  that  also  affects 
the  official  quof  ation.  If  these  particulars  be  correct, 
and  we  have  no  reason  to  suppose  that  they  are  not 
correct,  there  is  little  wonder  that  English  readers  look 
upon  the  quotation  of  certain  shares  on  the  French 
market  as  a  puzzle. 


Secret 
Commleelone. 


In  an  action  at  the  Wandsworth  County 
Court  to  recover  the  price  of  goods  sold 
and  delivered,  the  case  for  the  defence  was  that  the 
purchase  was  arranged  by  one  of  the  defendant's  agents, 
who,  it  bad  since  been  discovered,  was  going  to  get 
2i  per  cent,  from  the  plaintifiis  for  arranging  the  con- 
tract. It  was  contended  that  the  terms  of  this  secret 
commission  upset  any  agreement  that  had  existed. 
Judge  Russell  upheld  this  view,  and  gave  judgment  for 
the  defendant  with  costs. 


Ooid  '^^e  question  as  to  how  much  gold  is  in 

Cironiation.  circulation  has  always  been  a  matter  of 
some  controversy.  Hitherto  the  opinion  has  been  held 
that  about  eight  millions  were  circulating  outside  the 
Bank  of  England,  but  of  late  some  doubt  has  been 
expressed  as  to  whether  this  figure  is  correct.  It  is 
reported  Ihat,  in  order  to  come  to  a  better  conclusion 
on  the  point,  some  economists  have  suggested  to  the 
leading  banks  that  on  a  stated  day  at  a  certain  number 
of  branches  they  should  take  two  hundred  sovereigns 
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from  their  tills,  and* tabulate  their  dates  of  issue.  It  is 
oontended  that  the  1906  issue  would  not  be  subject  to 
foreign  demands  and  other  distributing  influences,  and, 
therefore,  the  number  of  coins  of  that  issue  plus  the 
amount  held  by  the  Bank  of  England  and  the  Joint 
Stock  Banks  in  their  reserves  would  give  some  indica- 
tion as  to  the  amount  of  the  circulation  of  gold.  It 
appears  that  the  Bank  of  England  will  co-operate  in 
allowing  the  investigators  to  ascertain  how  much  of  the 
1906  issue  is  contained  in  that  institution,  but  it  is 
doubtful  whether  the  other  banks  will  be  able  to  comply 
with  a  similar  demand,  because  of  the  laborious  nature 
of  the  work  involved.  The  results  of  the  investigation 
will,  it  is  said,  be  published  in  the  autumn,  but  no  very 
hopefdl  opinion  as  to  the  outcome  appears  to  be  held. 


Law  Btodents  ^  correspondent  of  The  Law  Times 
and  Bookkeeping,  suggests  that  the  bookkeeping  part  of 
the  Intermediate  Examination  of  the  Law  Society  should 
be  abolished,  and  Roman  Law  and  Jurisprudence 
substituted  therefor.  We  do  not  quite  see  the  good 
sense  of  this  suggestion,  for  in  view  of  current  contro- 
versies we  should  have  thought  that  the  more  knowledge 
solicitors  had  of  tx>okkeeping  the  better.  As  matters 
are  at  present,  the  Bookkeeping  paper  set  at  the  Inter- 
mediate Examinations  of  the  Law  Society  is  by  no 
means  stringent,  in  fact  it  is  of  decidedly  an  elementary 
character,  and,  if  the  matter  were  dealt  with  as  it  ought 
to  be  dealt  with,  a  further  and  sterner  paper  should  be 
set  at  the  Law  Final.  Roman  Law  and  Jurisprudence 
may  be  all  very  well  from  an  aesthetic  point  of  view,  but 
bookkeeping  is  a  matter  which  comes  into  everyday 
practice,  and  it  is  important  it  should  not  be  overlooked 
or  minimised. 


TlM  BoglatnaioD  The  Law  Times  suggests  that  the 
•r  Dobeatara*  expenses  incurred  in  obtaining  exten- 
sion of  time  for  registration  of  debentures  under  the 
Companies  Act,  1900,  may  be  avoided  by  creating  a 
new  charge  on  the  old  property  under  a  ten  shilling 
stamp,  and  registering  same  within  twenty-one  days. 
It  is  remarked  that  there  might  be  a  question  of 
fraudulent  preference,  under  Section  164  of  the  1862 
Act,  but  if  there  is  little  probability  of  the  company 
being  wound  up  in  that  period  this  danger  is  merely 
nofninaL  The  diiiicnlty  as  to  fraudulent  preference 
may,  it  is  thought,  be  avoided  on  the  ground  that  the 
company  whose  duty  it  was  to  register  the  mortgage  so 
charged  bad  failed  in  such  duty,  and  the  new  charge 
was  merely  given  to  satisfy  the  omitted  obligation. 


Our  readers  will  doubtless  remember  that  under 
Section  14  of  the  Companies  Act,  1900,  a  mortgage  or 
charge  shall,  so  far  as  any  security  on  the  company's 
property  or  undertaking  is  thereby  conferred,  be  void  as 
against  the  liquidator,  and  any  creditor  of  the  company 
unless  registered  as  therein  provided,  but  without  any 
prejudice  to  any  contract  or  obligation  for  the  repayment 
of  money  thereby  secured.  It  should  be  noted  that 
the  mortgage  or  charge  is  not  void  for  all  purposes,  and 
so  long  as  the  company  is  a  going  concern,  and  there 
are  no  rival  creditors,  the  security  is  good. 


^        ^,        ^     The     following     paragraph,     which 
Prevention   of  ;\^^ 

Corruption  Act,    appeared     in     The    Board    of    Trade 

**^  Journal^    has    possibly    some     special 

significance,  coming  from  such  an  official  source : — 

**  Cases  -of  commissions  l)eing  offered  by  certain 
foreign  firms  on  orders  secured  in  this  country  having 
been  brought  to  the  notice  of  the  Board  of  Trade,  the 
Board  desire  to  draw  attention  to  the  '  Prevention  of 
Corruption  Act,  1906,'  by  the  provisions  of  which  the 
acceptance  or  agreement  to  accept  by  an  agent,  or  the 
offer  or  agreement  to  offer  to  an  agent,  of  anything  in 
the  nature  of  a  secret  commission  is  punishable  on  con- 
viction to  imprisonment,  with  or  without  hard  labour, 
for  a  term  not  exceeding  two  years,  or  to  a  fine  not 
exceeding  ;^5oo,  or  to  both  imprisonment  and  such  fine, 
or  on  summary  conviction  to  imprisonment,  with  or 
without  hard  labour,  for  a  term  not  exceeding  four 
months,  or  to  a  fine  not  exceeding  £so,  or  to  both  such 
imprisonment  and  such  fine.  The  Act  came  into  force 
on  January  i  1907." 

Hew  Extradition  1*^^  New  Convention,  which  although 
Offences.  completed  nearly  two  years  ago  was 
only  ratified  last  December,  includes  in  the  list  of  crimes 
scheduled  in  the  Extradition  Treaty  with  the  United 
States  bribery  and  offences  made  criminal  by  the  laws 
of  both  countries  against  bankruptcy  law.  The  signifi- 
cance of  the  first  offence  lies  in  connection  with  the 
operation  of  the  Prevention  of  Corruption  Act  now  in 
force.  It  should  be  considered  satisfactory  that  America 
can  offer  no  refuge  to  persons  guilty  of  violating  this 
Act,  and  this  will  aid  in  no  small  measure  to  the  value 
of  that  statute. 


Form  of 
Aoooonte. 


In  reply  to  our  correspondent  "  Secre* 
tary"  it  is  obviously  incorrect  to 
state  an  Income  and  Expenditure  Account  with  the 
income  upon  the  debit  side,  and  the  expenditure  upon 
the  credit.  It  would  be  absolutely  impossible  to  con- 
struct such  an  account  as  a  matter  of  bookkeepinf 
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Occasionally,  however,  a  so-called  Income  and  Expendi- 
ture Account  is  for  all  practical  purposes  a  summarised 
cash  statement,  adjusted  to  allow  for  outstandings  at 
the  commencement  and  at  the  close  of  the  period,  and 
in  such  cases  it  may  be  thought  best  to  still  adhere  to 
the  Cash  Account  form,  which  debits  receipts  and 
credits  payments.  Obviously,  however,  the  practice  is 
technically  incorrect,  while  we  do  not  think  that  there 
is  much  to  be  said  in  its  favour  from  a  practical  point 
of  view. 


MorttfatfM  of      ^^^  Solicitors*  Journal  points  out  that 
^''^P*'  in  the  ordinary  way  the  mortgage  of  a 

ship  includes  the  policies  of  insurance  upon  her,  and  in 
the  event  of  total  loss  the  proceeds  of  the  policies  pro- 
vide for  the  repayment  of  the  amount  advanced  by  the 
mortgagee.  Where  damage  is  done  to  a  ship  which 
does  not  amount  to  a  total  loss,  the  usual  course  is  for 
the  proceeds  of  the  average  claims  on  the  policies  to  be 
applied  in  payment  of  the  necessary  repairs,  the  mort- 
gagee being  usually  content  that  this  should  be  done 
and  allowing  the  mortgagor  to  apply  the  insurance 
moneys  for  this  purpose  or  collecting  same  himself  and 
pa3ang  the  repair  accounts,  thus  maintaining  the  ship 
intact,  which  is  the  main  security  for  the  advance.  It 
is  said  that  the  decision  in  Swan  &  CUlands  Graving 
Dock  Co,  V.  Maritime  Insurance  Co,  shows  that  there  is 
no  obligation  on  the  mortgagee  to  apply  the  insurance 
moneys  in  this  way,  and  he  is  entitled,  if  he  so  chooses, 
to  receive  thsm  himself  on  account  of  the  mortgage 
debt,  and  leave  the  mortgagor  to  bear  the  cost  of  the 
nepessary  repairs  to  the  vessel.  In  this  case  the 
moneys  payable  under  the  policies  of  insurance  were 
assigned  to  the  repairers  as  security  for  the  cost  of 
same,  and  it  was  claimed  that  this  assignment  gave 
them  a  title  to  receive  the  moneys  payable  by  the 
underwriters,  and,  therefore,  that  the  mortgage  had  no 
interest  in  these  moneys,  except  to  see  that  they  were 
applied  in  repairing  the  ship.  It  was  shown,  however, 
that  this  contention  was  opposed  to  the  terms  of  the 
mortgage,  as  well  as  to  what  is  considered  to  be  the 
common  understanding  of  the  effect  of  such  securities, 
and  Mr.  Justice  Channell  held  that  the  mortgagee  had 
the  prior  claim. 


Family  Jan, 


A  recent  registration  under  the  name 
of  "  The  Johnston  Family  Trust,  Lim." 
marks  quite  a  new  departure  in  joint-stock  enterprise. 
The  company  has  been  formed,  it  is  said,  for  the  purpose 
of  **  controlling  certain  estates  and  properties  belonging 
to  a  well-known  Cheshire  family  of  shipowners."    The 


capital  is  fixed  at  ^C^SiOoo  in  shares  of  ;^io  each,  and 
the  stated  objects,  which,  in  view  of  the  nature  of  the 
undertaking  are  exceedingly  interesting,  are  as  follow  : — 
'*  To  receive  money  and  property  in  trust ;  to  act  as 
'Megal  owner  thereof  upon  such  trusts  as  may  be 
"  attached ;  to  undertake  the  office  of  trustee,  receiver, 
'*  executor,  administrator,  manager,  and  other  offices  or 
**  positions  of  trust  or  confidence ;  to  act  as  agents  for 
"  the  investment,  loan,  payment,  transmission  and  col- 
"  lection  of  money  and  for  the  purchase,  sale,'improve- 
**ment,  management,  and  development  of  property, 
"  including  private  estates  and  business  undertakings ; 
*'  generally  to  transact  and  undertake  all  kinds  of  agency 
'(business,  whether  in  respect  of  agricultural,  com- 
"  mercial,  or  financial  matters ;  to  invest  the  moneys  of 
**  the  company  in  the  purchase  of  or  otherwise  to 
'*  acquire  and  hold  any  real  or  personal  property  and  to 
"  deal  with  and  dispose  of  the  same  (but  so  that  no 
"  investment  in  any  trading  company  involving  unlimited 
"  liability  shall  be  deemed  to  be  authorised) ;  to  acquire 
**any  investments  by  original  subscription,  tender, 
''  purchase,  participation  in  syndicates,  exchange  or 
**  otherwise,  and  whether  or  not  fully  paid  up,  and  to 
'*  make  payments  thereon  as  called  up  or  in  advance  of 
"  calls  or  otherwise,  and  to  underwrite  or  subscribe  for 
''  the  same  conditionally  or  otherwise,  and  either  with  a 
"  view  to  investment  or  resale  or  otherwise,  &c."  There 
is,  of  course,  no  public  issue  of  shares,  and  stringent 
provisions  are  made  in  the  articles  of  association  to 
prevent  outsiders  from  coming  into  the  concern.  In 
order  to  avoid  those  grievances,  which,  as  is  well  known, 
occur  even  in  the  happiest  of  families,  the  members 
take  power  to  appoint  a  governing  director,  who  has 
practically  supreme  authority.  Furthermore,  in  order 
to  prevent  any  of  those  unpleasant  little  disagreements 
from  becoming  public  property,  it  is  provided  that  :— 
''  Neither  the  company  nor  the  directors  may  take  pro- 
''  ceedings  at  law  against  any  member,  nor  may  any 
*'  member  or  members  take  such  proceedings  against 
"  the  company  or  the  directors,  or  against  any  other 
'*  member  or  members,  with  reference  to  the  affairs 
'*of  the  company,  or  in  consequence  of  any  dispute 
'*  arising  out  of  them ;  but  the  same  shall  be  left  to  the 
'*  arbitration  of  any  person  jointly  agreed  upon,  or,  fail- 
'*  ing  such  agreement,  of  two  arbitrators,  one  appointed 
*'  by  each  party."  A  financial  contemporary  draws  an 
amusing  picture  of  the  Browns,  the  Joneses,  and  the 
Smiths  grouping  themselves  together  into  happy  little 
limited  liability  concerns,  but  it  is  said  that  in  the 
meantime  the  world  will  look  on  with  interest  while  the 
Johnstons  experiment  among  themselves. 
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Th«  Lau  Lord     We  regret  to  record  the  death  of  Lord 
Davey.  Davey,  which  took  place  on  the  aoth 

alt.  at  his  London  residence.  Horace  Davey  was  born 
in  1833  and  educated  at  Rugby  and  Oxford.  He  was 
called  to  the  Bar  at  Lincoln's  Inn  in  1861,  and  took  silk 
in  1875.  For  many  years  he  was  the  acknowledged 
leader  of  the  Chancery  Bar,  and  his  services  were  much 
in  demand  in  Privy  Council  as  well  as  Chancery  cases. 
He  was  returned  to  the  House  of  Commons  as  Liberal 
member  for  Christchurch  in  1880,  and  was  appointed 
Solicitor-General  in  1886,  but  being  unsuccessful  in 
retaining  his  seal  on  this  appointment,  he  never  sat  in 
the  House  of  Commons  during  the  few  months  that  he 
held  office.  In  1893  ^^  ^^^  appointed  a  Lord  Justice 
in  place  of  Sir  Chas.  Bowen,  who  left  the  Court  of 
Appeal  for  the  House  of  Lords,  and  eleven  months 
afterwards  he  succeeded  the  late  Lord  Russell  of 
Killowen  as  a  Lord  of  Appeal  in  Ordinary,  the  vacancy 
being  created  by  the  latter^s  acceptance  of  thie  post  of 
Lord  Chief  Justice. 

TiM  YaliiftttoB  of  ^^®  question  raised  by  our  corre- 
Ooodwlll  for  spondent  **  Enquirer  '*  last  week  as  to 
**"  the  proper  value  to  be  placed  on  the 
goodwill  of  a  business  for  probate  purposes  where  the 
deceased  traded  alone  is  one  of  some  interest,  and  in 
practice  often  one  of  some  difficulty.  The  principle 
involved  is,  however,  simplicity  itself.  Estate  duty  must 
be  paid  open  the  net  amount  of  the  property  of  which 
the  deceased  died  possessed,  and  the  Commissioners  of 
Inland  Revenue  are  ultimately  the  sole  judges  on  ques- 
tions of  value.  The  practical  question  involved,  there- 
fore, is  how  much  the  Somerset  House  authorities 
require  the  executors  to  pay  by  way  of  Estate  duty. 
A  value  is  invariably  placed  upon  the  goodwill  of  a 
business  where  the  goodwill  is  of  value ;  but  here,  as 
with  other  valuations  for  purposes  of  probate,  a 
moderate  valuation  decidedly  less  than  what  is  thought 
to  be  the  actual  realisable  value  is  usually  permitted.  It 
is  impossible  to  go  further  into  the  matter  without 
having  particulars  of  the  exact  nature  of  the  business. 


TkoCivflSorvloo  ^^®    accounts    of  the    Civil    Service 
Supply  Supply  Association,  Lim.,  for  the  year 

AMoelalloB,  Urn.  ^^  show  a  balance  of  net  profit  of 
;^45,i99,  and  a  gross  profit  of  ;^264,8oi,  upon  sales 
totalling  ;£'i,66i,639.  It  will  be  of  interest  to  our 
readers  to  observe  that  a  member  gave  notice  of 
a  motion  moved  at  the  general  annual  meeting 
held    on   the    28th   ult.   to   alter  the   rules    of   the 


association  with  a  view  to  providing  that  its  auditors 
must  be  members  of  the  Institute  of  Chartered 
Accountants  in  England  and  Wales.  The  existing 
auditors  are  laymen,  one  being  employed  in  the  Inland 
Revenue  Department,  and  the  other  in  the  Paymaster- 
General's  Office. 


LoDdon  County  At  a  meeting  held  on  the  19th  ult.  the 
Oonnoil  Audit.  London  County  Council  passed  a 
resolution  referring  to  its  Finance  Committee  the 
question  as  to  whether  it  was  in  the  interests  of  the 
Council  and  of  the  public  at  large  that  the  accounts  of 
its  trading  undertakings  should  be  subjected  to  audit 
by  professional  accountants  nominated  by  the  Local 
Government  Board,  and  whether  such  audit  should  be 
in  addition  to,  or  in  substitution  for,  that  which  now 
obtains.  There  can  be  no  question  as  to  the  view  that 
the  Finance  Committee  will  take  with  regard  to  this 
proposal  if  it  considers  the  interests  of  the  ratepayers. 
We  must  confess,  however,  that  we  do  not  quite  under- 
stand what  the  reference  to  the  interests  of  the  Council 
means.  The  Council  should  have  no  interests  other 
than  those  of  the  persons  it  is  supposed  to  represent. 


Profits  Prior  to  Inasmuch  as  preliminary  expenses 
iDoorporatlon.  are  regarded  at  law  as  capital  expen- 
diture upon  the  part  of  a  company,  it  is  obvious  that 
our  correspondent  "  R.  W.,"  whose  letter  we  repro- 
duced last  week,  is  correct  in  his  suggestion  that  profits 
made  prior  to  incorporation  may  be  applied  in  writing 
down  or  writing  off  such  preliminary  expenses.  The 
main  point  is  that  as  these  profits  have  been  purchased 
with  the  capital  receipts  of  the  company,  they  cannot 
be  legally  applied  towards  the  payment  of  dividends. 
There  is,  however,  no  law  or  rule  to  prevent  the 
directors  of  a  company  from  dealing  with  them  other- 
wise in  whatever  manner  they  may  think  fit.  We  can 
quite  appreciate  that  in  some  cases,  where  the  parties 
to  the  negotiations  are  not  aware  of  the  law  with 
regard  to  profits  prior  to  incorporation,  the  purchase- 
price  may  have  been  fixed  without  taking  into  account 
the  fact  that  the  company  would  secure  the  benefit  of 
profits  accruing  to  date;  but,  however  that  may  be, 
when  the  purchase-price  is  apportioned  it  will  be 
found  that  the  assets  taken  over  as  per  Balance  Sheet 
have  cost  less  than  their  book  value  by  the  amount  of 
the  accruing  profit,  so  that  in  effect,  however  uncon- 
sciously, the  purchase-price  must  be  taken  to  have 
been  enhanced  because  the  accruing  profits  were 
included  in  the  sale. 
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Flaetuatlons  ^®  ^^^^  '^^^^  ^^^®  *°  arrange  with 
and  ProflU.  Mr.  Francis  G.  Burton,  F.S.A.A.,  for 
the  reproduction  in  these  columns  of  the  paper  on 
"  Appreciation  of  Municipal  Assets,"  read  by  him  at 
a  meeting  of  the  Manchester  Statistical  Society  on  the 
23rd  January  last,  which  we  commented  upon  shortly 
in  our  issue  of  the  9th  ult.,  and  we  propose  to  further 
discuss  the  various  points  involved  in  due  course.  In 
the  meantime,  however,  we  should  like  to  point  out 
that  while,  in  our  opinion,  the  Manchester  practice  of 
treating  capital  fluctuations  as  revenue  is  entirely 
indefensible,  it  must  not  be  supposed  that  such  a 
practice  is  general  among  local  authorities.  It  is  true 
that  few  local  authorities  frame  their  accounts  upon 
lines  that  are  entirely  unexceptionable,  but  we  know  of 
none  other  than  Manchester  that  entirely  fails  to 
appreciate  the  very  necessary  distinction  between 
Capital  and  Revenue. 

Daplieate  At  the  Middlesex  Quarter  Sessions  on 
Receipt  Books,  the  23rd  ult.  a  man  named  Hatton, 
who  for  the  past  twenty-four  years  had  been  in  the 
employment  of  the  Willesden  District  Council  and 
its  predecessors,  pleaded  guilty  to  falsification  of 
accounts  and  was  sentenced  to  twelve  months'  imprison- 
ment. It  was  stated  that  the  prisoner  had  succeeded 
in  hoodwinking  the  Government  Auditor  for  many  years 
by  the  well-worn  device  of  providing  himself  with 
duplicates  of  the  official  Receipt  Books.  It  ought  not 
to  be  difficult  for  a  really  alert  auditor  to  detect  so 
transparent  a  fraud  within  a  comparatively  short 
time,  but  we  would  suggest  that  manufacturing 
stationers  who  supply  official  forms  to  private 
individuals  without  any  reasonable  inquiry  into  the 
circumstances  are  guilty  of  extreme  carelessness,  and 
ought  reasonably  to  be  held  responsible  for  the  conse- 
quences. With  a  proper  system  of  audit  it  ought  to  be 
impossible  for  anyone  to  obtain  duplicates  of  official 
forms,  save  under  circumstances  that  would  be  clearly 
suspicious  to  the  firm  taking  the  order. 


The  58th  annual  general  meetmg  of  the 
The  Railway       „  .,  „  ^  ^ 

PaiieDgen        Railway  Passengers  Assurance  Com- 

AMurance        pany  will  be   held  on    the  6th   inst., 

when     the     directors'      report      and 

account  for  the  year  ended  31st  December  last  will  be 

submitted  for  approval.    The  accounts  show  a  gross 

premium  income  of  ;f343,29i,  as  against  jf323,8i5  in 

1905,  but  the  amount  disbursed  in  respect  of  claims 

works  out  at  54*23  per  cent,  of  the  gross  premium 


income,  as  against  53*30  in  the  previous  year.  After 
payment  of  all  charges  there  remains  a  credit  balance 
on  Revenue  Account  of  jf 2 15,249,  which,  however, 
includes  ;f  165,865  brought  forward  from  the  previous 
year.  The  directors  recommend  a  transfer  of  five 
thousand  pounds,  and  the  payment  of  a  dividend, 
which,  together  with  the  interim  dividend  already  paid, 
will  represent  20  per  cent,  on  the  paid-up  share  capital, 
free  of  income-tax. 


Bankruptoy  Law  The  twenty-eighth  meeting  of  the 
Amendment.  Bankruptcy  Law  Amendment  Com- 
mittee was  held  on  the  2i8t  ult.  at  the  Royal  Courts  of 
Justice,  Mr.  Muir  Mackenzie  (the  chairman)  presiding. 
Evidence  was  given  by  Mr.  Oscar  Berry,  F.C.A.,  repre- 
senting the  London  Chamber  of  Commerce,  and  Mr. 
A.  R.  O.  Gery  (of  the  firm  of  Messrs.  Gery  &  Brooks, 
Solicitors,  of  Old  Cavendish  Street,  W.).  Mr.  Berry 
dealt  generally  with  the  whole  of  the  matters  which  the 
Committee  have  under  consideration,  and  handed  in  as 
part  of  his  evidence  a  memorandum  embodying  the 
conclusions  of  the  London  Chamber  on  these  matters. 
Mr.  Gery's  evidence  related  principally  to  the  question 
whether  married  women  should  be  made  amenable  to 
the  bankruptcy  law,  and  as  to  the  consequences  of 
bankruptcy  on  a  married  woman's  property. 


Cortesponbence  and  Bnquides* 


All  communications  to  the  Editor  should  bo 
by  letter  only. 


[Wi  are  at  all  times  ready  to  insert  corresfendence  #m 
matters  of  interest  to  the  Profession,  hut  we  do  not  of  cours€ 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents,  not  necessarily  for 
publication,  but  as  a  guarantee  of  good  faith,"] 


Costing  In  a  Bottle  Manufacturers'  Business. 

(To  the  Editor  of  The  Accountant.) 
Sir, — A  firm  of  bottlemakers  is  in  the  habit  of  making 
various  sizes  of  bottles  out  of  the  same  tank,  and  they 
have  some  difficulty  in  arriving  at  the  costs  of  each 
size.  The  wages  of  manufacture  are  charged  direct  to 
each  class  of  bottle,  but  certain  charges  such  as  coals, 
glass,  packers'  wages,  &c.,  are  common  to  all  the  bottles. 
Formerly,  they  ascertained  the  weights  of  the  different 
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kinds  of  bottles  manufactured,  and  apportioned  the 
above  charges  to  each  class  according  to  the  weight. 
It  has  been  pointed  out,  however,  that  while  this  may 
be  quite  correct  with  regard  to  cost  of  glass  or  coals  it 
is  incorrect  with  regard  to  packers'  wages  and  charges 
of  that  kind,  as  a  packer  will  take  much  longer  to  pack 
up  and  send  out  a  case  of  small  bottles  than  he  will 
take  to  the  same  weight  of  large  bottles.  My  suggestion 
was  that  the  items  where  an  apportionment  by  weight 
would  be  inequitable  ought  to  be  eliminated  and  dealt 
with  on  the  basis  of  the  number  of  the  different  kinds 
of  bottles  manufactured.  This  has  been  objected  to, 
however,  on  the  ground  of  expense,  and  I  shall  be  glad 
to  know  if  any  of  your  readers  could  help  me  with  a 
simple  system   of  costing,  keeping  in  view  the  above 

^a<^*s.  Yours  faithfully, 

W.  B.  S. 


Fluctuations  and  Profits. 

{To  the  Editor  of  The  Accountant.) 
Sir, — I  think  most  accountants  will  appreciate  your 
article,  under  the  above  heading,  in  The  Accountant  of 
February  gth.  The  Manchester  practice  seems  to  me 
to  deserve  not  only  the  reprobation  of  Mr.  Burton, 
F.S,A.A.,  but  that  of  all  wise  and  prudent  accountants. 
In  your  issue,  however,  of  the  23rd  inst.  I  see  that  Mr. 
Burton  replies  that  the  Markets  Committee  had 
I'Z^'bii  los.  6d.  in  the  bank,  and  ;£'2,504  i is.  8d.  owing 
by  sundry  debtors,  makiog  a  total  of  ;f5,ii6  2s.  2d.,  and 
he  asserts  "  that  ordinary  revenue  would  find  the  gold  " 
needed.  It  certainly  would  to  the  extent  of  the  surplus 
income  jf 6,704,  but  your  main  point  is  emphatically : 
Where  does  Manchester  get  the  extra  £^,29^  from, 
which  the  Markets  Committee  contributed  last  year  in 
aid  of  the  City  rate  over  and  above  actual  profit 
earned  .'  They  must  have  used  a  portion  of  their  borrowed 
money.  If  Mr.  Norbury  Williams,  our  elective  auditor, 
drew  the  attention  of  the  Local  Government  Board 
(Loans  Department)  I  think  they  would  strongly  veto 
any  such  proceeding  as  that  of  last  year. 
Yours  truly, 
25M  February  1907.  MUNICIPAL    PURITY. 


Trustees  under  Deeds  of  Arran^rement. 

{To  the  Editor  of  The  Accountant.) 
Sir, — Referring  to  the  leading  article  in  your  issue 
of  the  23rd  inst.,  under  the  heading  "  Trustees  under 
Deeds  of  Arrangement."  I  think  you  rather  misrepre- 
sent my  evidence  in  the  case  of  A  uUman  and  others  v. 
Parkin,  when  you  say  that  I  agreed  that  the  basis  of 


remuneration  should  be  by  way  of  commission  on  the 
assets  realised  and  distributed. 

If  you  again  refer  to  the  Law  Report  in  your  issue 
of  the  9th  inst.  you  will  see  that  I  "  pointed  out  that 
**  the  charges  made  by  an  accountant  were  based  upon 
**  the  amount  of  time  expended  in  the  administration  of 
*•  an  estate." 

This,  to  my  mind,  is  the  most  equitable  system, 
undoubtedly,  and  the  system  which,  while  adequately 
remunerating  the  painstaking  and  skilful  trustee,  will, 
as  a  rule,  give  the  best  results  to  the  creditors. 

I  quite  admit  the  risk  of  abuse  to  which  you  call 
attention,  but,  no  matter  what  safeguards  be  devised, 
the  probability  is  the  unscrupulous  person  who  for 
the  moment  finds  himself  in  the  position  of  trustee 
will  also  find  scope  for  dishonesty. 

Yours  truly, 

S.  TAYLOR  GILL, 

President  of  the  Sheffield  Society 

of  Chartered  Accountants. 

26th  February  1907. 

Company:  Clian^  of  Name. 

{To  the  Editor  of  The  Accountant,) 
Sir, — As  a  constant  reader  of  your  paper  I  should 
feel  obliged  if  you  could  inform  me  if,  when  a  company 
changes  its  name,  it  is  necessary  to  call  in  "the  share 
certificates  for  alteration  to  the  new  name  or  if  new 
certificates  have  to  be  issued  ? 

Yours  truly, 
19th  February  1907.  STUDENT. 

Hotel  Goodwill. 

{To  the  Editor  of  The  Accountant.) 
Sir, — I  should  be  much  obliged  if  you  would  kindly 
tell  me  of  a  book  on    the  Valuation  of   Goodwill  of 
Hotels  and  Boarding  Houses. 

Yours  faithfully, 
2^th  February  1907.  A.C.A. 


Cbattetet)  accountants'  Cbesd  Club* 


The  first  meeting  of  the  above  Club  will  be  held  at 
6.15  p.m.  Monday  next,  March  4th,  in  the  Meeting  Room 
of  the  Institute  of  Chartered  Accountants. 

It  is  asked  that  all  chess-playing  Chartered  Accountants 
(or,  of  course,  articled  clerks),  if  unable  to  be  present,  will 
communicate  with  Mr,  H.  J.  Snowden,  A.C.A. ,  of  St. 
Michael's  House,  Basingball  Street,  E.C.,  so  that  the 
strength  of  the  Club  may  be  gauged  as  nearly  as  possible. 
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Vepfews. 


Forms  and  Precedents  for  the  Use  of  Accountants. 

Edited  by  Gro.  Lisle,  C.A.,  F.F.A. 


Edinburgh,  1906 :  Wm.  Green  &  Sons.  Vol.  I. 
Price  20s. 
This  volume,  which  takes  the  reader  down  to  **  Judicial 
Trustees,"  contains  a  considerable  amount  of  useful  and 
practical  Information,  which  can  hardly  fail  to  be  of  value 
from  time  to  time  to  all  practitioners.  It  appears  to  repre- 
sent a  supplement  to  the  same  publishers'  *'  Encyclopaedia 
of  Accounting,"  and  apparently  advantage  has  been  taken 
of  its  issue  to  remedy  certain  omissions  in  the  earlier  and 
more  important  work. 


personau 

Messrs.  Ford,  Rhodbs  A  Ford,  Chartered  Accountants, 
of  81  Cannon  Street,  London,  E.C.,  have  taken  into  part- 
nership Mr.  Arthur  Pblham  Ford,  who  is  the  son  of  their 
Mr.  Jambs  Ford,  and  has  been  associated  with  them  for  many 
years.  He  becomes  a  partner  also  in  the  firms  of  Ford, 
Rhodes,  Ford  &  Co.,  Australia,  and  Ford,  Rhodes,  Carter 
&  Co.,  South  Africa. 


ObcctttiQe  for  tbe  ensufno  TRIleefi* 


Tuesday  —  Institute  of  Chartered  Accountants.  — 
Examination  Committee,  at  2  p.m. ;  Examination 
Sub-Committee,  at  12  noon. 

Wednesday — Institute  op  Chartered  Accountants. — 
Finance  Committee,  at  12  noon ;  Council  Meeting  at 
2  p.m. 
London  Chartered  Accountant  Students  Society. 
Lecture,  "  The  Incidence  of  Taxation,"  by  Mr. 
G.  Armitage  Smith,  D.  Lit.,  M.A.,  at  the  Hall  of  the 
Institute,  Moorgate  Place,  E.C. ;  6  p.m. 
Sheffield  Chartered  Accountants  Students* 
Society.— Lecture,  '*  Some  Notes  on  Accountancy 
Subjects,"  by  Mr.  H.  P.  C.  Kelland,  at  the  Library, 
Hoole's  Chambers,  Bank  Street,  6.45  p.m. 

Thursday — Leeds  and  District  Chartered  Accountants 
Students'  Association. — Lecture,  •*  The  Accounts  of 
Professional  Men,"  by  Mr.  M.  Webster-Jenkinson, 
A.C.A.,  at  the  Law  Institution,  Albion  Place,  Leeds  ; 
6.30  p.m. 

FfWay— Nottingham  Chartered  Accountants  Students' 
Society. — Lecture,  ''Practical  Hints  on  Vouching," 
by  Mr.  H.  Lanham,  A.C.A.,  at  i  King  John's 
Chambers,  Bridlesmith  Gate ;  7.30  p.m. 


failures  and  Sills  ot  Sale  in  Bnolanb 
and  Males* 


According  to  Kemp's  Mercantile  Gaaette,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday.  Feb.  22nd,  was  179,  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  London  Gautte, 
87  ;  Deeds  of  Arrangement  registered,  92.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were: 
Bankruptcies,  96;  Deeds  of  Arrangement,  64— total,  160; 
being  an  increase  of  19.  The  total  number  of  commercial 
failures  recorded  during  the  8  weeks  of  the  present  year  is 
1,203 '  t^c  ^o^  number  recorded  in  the  corresponding  8 
weeks  of  last  year  was  1,329,  showing  a  decrease  of  126. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
Feb.  22nd,  was  171.  The  number  in  the  corresponding  week 
of  last  year  was  161,  showing  an  increase  of  10.  The  total 
number  filed  during  the  8  weeks  of  the  present  year  is  1,138  ; 
the  total  number  filed  in  the  corresponding  8  weeks  of 
last  year  was  1,234,  showing  a  decrease  of  96. 


Debentures. 


The  Mortgages  and  Chaises  registered  by  limited 
companies  in  England  and  Wales  during  the  week  ending 
Friday.  Feb.  22nd,  amounted  to  /i,  104, 153,  by  way  of 
addition  to  ^669,554,  previously  issued  by  tbe  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  /3>373)339»  showing  a  decrease  of 
/2,269,i86.  The  total  amount  registered  during  the  8 
weeks  oi  the  present  year  is  /i  3.389,462  (in  addition  to  the 
issues  in  previous  years  by  the  same  companies),  as 
compared  with  ^12,202,335  ^01^  the  corresponding  8  weeks 
in  1906,  showing  an  increase  of  ;(i,i87,z27. 


The  annual  dinner  of  the  staff  of  Messrs.  E.  Layton 
Bennett  &  Company,  to  the  number  of  thirty-seven,  was 
held  at  the  Holbom  Restaurant  on  Monday,  i8th  ult. 
The  chair  was  occupied  by  Mr.  £.  Layton  Bennett,  and  a 
very  enjoyable  evening  was  spent.  An  excellent  programme 
of  music,  and  an  amusing  sketch,  written  and  played  by 
some  of  the  members,  was  given.  Mr.  George  Lynch,  the 
well-known  war  correspondent,  who  was  the  guest  of  the 
evening,  gave  a  highly  humorous  account  of  his  captivity  in 
Ladysmith  during  the  Boer  War. 
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Trnsti— An  Outline  of  the  Coune  to  be  followed  in 
their  Idministration. 


By  Walter  Nelson,  C.A.,  Glasgow. 


{Continued  from  page  264.) 

As  to  the  speediest  and  cheapest  mode  of  realising  stocks 
and  shares,  it  is  generally  found  that  the  sale  of  these  is 
best  carried  out  through  a  good  firm  of  stockbrokers. 
Where  the  stocks  or  shares  are  not  quoted  in  the  lists  of 
the  various  Stock  Exchanges  throughout  the  kingdom,  a 
capable  firm  of  stockbrokers  may,  nevertheless,  be  able  to 
secure  buyers.  Failing  them,  application  to  the  secretary 
of  the  company  in  question  may  sometimes  lead  to  a  sale 
being  effected.  Advertising  in  the  press  is  seldom  a  good 
medium  for  securing  a  purchaser  for  shares  undealt  in  on 
the  Stock  Exchange,  and  is  expensive.  It  may,  however, 
be  resorted  to  should  other  means  of  effecting  a  sale  fail. 

Life  Insurance  Policies. — The  amounts  payable  under 
these  policies  are  usually  recoverable  immediately  on 
proof  of  death  and  of  title  being  furnished  the  insurance 
companies.  Where  there  is  no  complication  of  title, 
trustees  are  in  a  position  to  get  payment  when  the  con- 
firmation  is  expede.  The  insurance  companies  naturally 
require  clear  proof  of  death  and  of  identity,  and  the  forms 
which  are  customarily  required  to  be  filled  up  arc 
(i)  certificate  from  the  medical  attendant  of  the  deceased, 
specifjring    cause    of    death    and    duration    of    illness ; 

(2)  registrar's  certificate  of  death,  or,  in  the  case  of  English 
companies,  certificate  from  the  sexton  certifying  burial; 

(3)  certificate  to  be  granted  by  a  friend  bearing  that  the 
deceased  is  the  person  described  in  the  policy.  These 
forms  are  supplied  when  intimation  of  the  death  is  made 
to  the  companies,  and  on  their  being  returned  completed, 
and  on  presentation  of  the  confirmation  (showing  that  the 
sums  payable  are  duly  entered  therein  and  giving  the 
names  of  the  executors),  and  of  the  policy  with  a  discharge 
endorsed  on  it  and  executed  by  the  executors,  payment 
will  at  once  be  made. 

SJkip  Shares. — ^It  is  not  generally  an  easy  matter  to  dis- 
pose of  these  shares.  The  market  in  them  is  somewhat 
limited,  and  the  facilities  for  realisation  which  pertain  to 
shares  of  companies  quoted  in  the  Stock  Exchange  Lists 
are  here  lacking.  The  risk  of  sudden  and  unforeseen 
depreciation  not  infrequently  attaches  to  the  possession  of 
even  one  sixty-fourth  share  in  a  ship,  and,  generally  speak- 


ing, investments  in  ships  are  subject  to  such  fluctuation  in 
price  as  to  render  them  unsuitable  for  trustees  to  hold. 
As  a  rule,  an  application  to  the  firm  or  person  entrusted 
with  the  management  of  the  vessel  may  prove  serviceable 
in  procuring  a  purchaser.  Failing  this,  the  sale  of  the 
shares  may  often  be  secured  through  the  medium  of  a 
good  firm  of  shipbrokers.  Resort  is  sometimes  made  to 
advertisement  in  shipping  or  local  newspapers,  but  this 
mode  is  not  usually  so  effective  as  either  of  the  two  pre- 
ceding. In  every  case  it  is  expedient,  for  the  information 
alike  of  sellers  and  purchasers,  that  the  accounts  for 
several  voyages  prior  to  the  date  of  sale  should  be  secured, 
if  practicable.  Particulars  should  likewise  be  kept  on 
hand  as  to  the  class,  size,  and  cargo  capacity  of  the  vessel, 
and  amount  of  the  insurance  effected  on  the  hull. 

Bad  and  Doubtful  Investments. — It  is  matter  of  surprise 
how  we  often  find  amongst  the  otherwise  well  selected 
securities  of  our  business  men  a  goodly  sprinkling  of  worth- 
less investments.  Trustees  should  make  it  their  duty  at  an 
early  stage  of  their  administration  to  weed  out  all  such. 
If  they  are  ascertained  to  be  bad  and  valueless,  the  factor 
should  be  instructed  to  write  them  out  of  the  Trust 
Accounts— a  resolution  to  that  effect  being  duly  minuted 
by  the  trustees.  If  there  is  a  market  for  them,  at  however 
small  prices,  it  is  best  to  get  rid  of  them  at  once.  Where 
liability  attaches  to  the  retaining  of  such  investments  (for 
example,  in  the  case  of  shares  in  a  moribund  company 
which  are  subject  to  further  calls)  the  extent  of  the  liability 
should  be  forthwith  ascertained  and  noted;  and  if  the 
investments  cannot  be  realised,  care  should  be  taken  to 
make  ample  provision  out  of  capital  at  the  outset  of  the 
administration  against  all  such  open  or  contingent  liability. 
Neglect  of  this  precaution  may  lead  to  serious  difficulty 
should  a  large  division  of  the  estate  be  made  at  an  early 
period  of  the  administration.  A  public  sale,  after  due 
advertisement,  may  sometimes  be  tried  with  success  in  the 
case  of  these  investments,  but  trustees  will  require  to  be 
guided  pretty  much  by  the  nature  of  the  securities  and  the 
circumstances  of  the  estate. 

Partnership  Interests  and  Joint  Adventures. — No  time 
should  be  lost  in  ascertaining  definitely  the  interest  of  the 
deceased  in  any  concern  of  which  he  was  a  partner.  The 
contract  of  co-partnery  generally  specifies  the  basis  on 
which  a  deceased  partner's  interest  is  to  be  computed, 
and  the  manner  in  which  the  interest,  when  computed,  is 
to  be  paid  out  by  those  continuing  the  business.  It  often 
happens,  however,  that  the  provisions  in  the  contract  are 
not  strictly  applicable  to  the  case  in  point  (where,  for 
example,  a  partner  dies  after  a  Balance  Sheet  has  been 
struck,  but  before  it  has  been  approved  and  docquetted  by 
all  concerned),  and  it  may  be  necessary  to  have  the  Balance 
Sheet  and,  as  matter  of  consequence,  the  books  of  the  con- 
cern examined  and  reported  on  for  behoof  of  the  trust 
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estate.  The  judicious  course  for  trustees  to  pursue  in 
circumstances  of  the  kind  is  to  call  in  the  services  of  a 
professional  accountant.  If  the  interest  of  the  deceased 
partner  is  a  large  one,  it  may  likewise  be  advisable,  all 
parties  being  agreeable,  to  retain  the  services  of  the 
accountant  for  the  purpose  of  reporting  on  the  progress 
and  position  of  the  business  during  the  period  intervening 
between  the  death  and  final  settlement.  Once  the  amount 
of  the  deceased's  capital  is  determined,  the  instalments  by 
which  it  is  to  be  paid  out  can  be  readily  calculated.  The 
first  instalment  should  include  the  interest  on  the  whole 
capital  sum  from  the  date  of  death  to  the  due  date  of  that 
instalment,  and  each  succeeding  instalment  should  include 
the  interest  due  on  the  unpaid  balance  of  capital  since  the 
date  of  payment  of  the  preceding  instalment.  To  make 
each  instalment  include  interest  on  that  instalment  for  six, 
twelve,  eighteen,  thirty  months,  or  as  the  case  may  be,  as 
is  sometimes  done,  not  only  creates  confusion  in  making 
up  the  Trust  Accounts,  but  is  a  positive  hardship  to  the 
beneficiaries  where  they  are  liferenters  merely.  If  the 
capital  is  not  paid  out  by  regular  instalments,  but  at  vary- 
ing times  and  in  sums  of  varying  amount,  care  should  be 
taken  to  see  either  that  the  interest  due  on  the  capital  sums 
outstanding,  up  to  the  date  of  such  partial  payments  being 
tendered,  is  duly  liquidated,  or  that  the  party  tendering 
payment  concurs  in  the  sum  paid  being  apportioned  first 
in  settlement  of  the  accrued  interest  and  then  towards 
reduction  of  the  capital. 

Where  the  deceased  had  an  interest  in  a  joint  adven- 
ture, the  prudent  course  will  usually  be  to  close  his  con- 
nection therewith  at  the  earliest  date  compatible  with  the 
circumstances  of  the  case.  Usually  the  other  persons 
interested  can  arrange  to  buy  out  the  deceased's  share — 
the  remaining  members  assuming,  of  course,  the  deceased's 
liability  for  any  advances  negotiated  in  connection  with 
the  adventure.  Considerable  caution  requires  to  be 
exercised  in  closing  connection  with  joint  adventures,  and 
trustees  should  in  cases  of  the  sort  keep  in  close  touch 
with  their  legal  adviser  throughout  their  negotiations  and 
until  a  final  settlement  is  attained. 

Loans  on  lieriiable  Security. — Loans  of  this  character 
are  very  suitable  for  trust  funds,  and  form  one  of  the 
principal  outlets  for  investments  open  to  trustees.  If,  then, 
such  loans  should  form  a  portion  of  the  assets  of  the  estate 
the  trustees  should  carefully  consider  the  position  of  these, 
with  a  view  to  deciding  on  their  retention  or  realisation. 
The  prudent  course  is  to  instruct  their  legal  adviser  to 
furnish  particulars  (rental,  feu-duty,  extent  of  ground,  &c.) 
of  the  properties  over  which  the  loans  have  been  granted 
to  an  able  practical  valuator,  requesting  him  to  report  to 
them  as  to  the  value  of  the  property.  The  valuator  should 
be  instructed  and  employed  independently  of  the  owners  of 


the  property t  and  if  the  value  as  disclosed  by  his  report 
is  such  that  the  loan  does  not  exceed  two  third  parts 
of  it,  and  the  position  of  the  loan  is  in  odier  respects 
satisfactory,  it  may  be  retained.  Should  there  not  be  a 
suflicient  margin  of  value,  however,  or  should  the  loan 
be  unsatisfactory  from  other  causes  (as,  for  example,  by 
reason  of  there  being  an  unallocated  feu-duty  of  consider- 
able amount  affecting  the  property),  the  legal  adviser 
should  be  instructed  to  call  it  up.  Where  default  has  been 
made  in  payment  of  the  interest,  and  the  free  reatal  of  the 
property  appears  insufficient  to  extinguish  the  arrears,  it  is 
recommended  that  no  time  should  be  lost  in  calling  up  the 
loan,  and,  failing  payment,  in  exposing  the  property  for 
sale  in  virtue  of  the  powers  contained  in  the  bond.  It  is 
seldom,  indeed,  that  the  hopes  of  getting  clear  of  such  an 
investment  without  loss,  by  holding  on  to  the  property,  are 
realised,  and  it  is  far  better  to  cut  the  loss  at  once. 

Heritable  Property, — ^Where  the  estate  consists  in  part  of 
heritable  property  the  legal  adviser  should  be  instructed 
to  prepare  a  report  thereon  for  the  information  of  the 
trustees,  and  to  call  in  to  his  aid  in  framing  it  the  services 
of  a  skilled  valuator.  If  the  property  is  subject  to  burdens 
of  any  kind  the  nature  and  amount  of  these  should  be  dis- 
closed in  the  report,  which  should  likewise  contain  the 
valuator's  suggestions  as  to  upset  price,  in  case  a  sale  is 
eventually  decided  upon. 

(i)  Land  and  Buildings. — The  position  and  circum- 
stances of  the  trust  estate,  coupled  with  the  law  agent's 
report,  will  help  the  trustees  in  coming  to  a  decision  as  to 
how  they  should  deal  with  this  class  of  property.  If  they 
decide  on  realising,  the  subjects  of  sale  should  be  fully 
and  widely  advertised,  whether  the  sale  is  to  be  by  public 
roup  or  private  bargain.  In  some  cases  a  better  price 
can  be  secured  where  the  subjects  are  sold  privately,  but, 
generally  speaking,  a  public  sale,  seeing  it  often  tends  to 
keen  competition,  produces  the  best  results,  particularly 
where  the  upset  price  is  fixed  at  a  moderate  figure.  As  a 
rule,  the  early  months  of  the  year  are  the  best  for  selling 
heritable  property ;  and,  if  the  price  is  judiciously  fixed 
at  a  figure  to  tempt  buyers,  and  the  property  adequately 
advertised,  a  sale  will  most  likely  result. 

(2)  FeU'Duties  and  Ground  Annuals. — If  these  are  well 
secured  they  may  be  retained.  Where  they  are  secured 
over  public  works,  or  are  of  a  large  amount  and  secured 
over  warehouse  property,  it  is  better  to  realise  them.  Until 
recently  there  existed  a  steady  demand  for  this  class  of 
security,  and  both  feu-duties  and  ground  annuals  found  a 
ready  market  at  any  time  of  the  year,  whether  sold 
privately  or  by  public  roup.  Agitation  for  the  taxation  of 
land  values  has  affected  the  market  for  this  class  of 
security,  and  prices  have  within  the  past  year  or  two 
fallen  considerably.    If  well  secured  they  still  command 
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from  twenty-five  to  twenty-seven  years'  purchase.  If  only 
moderately  secured,  the  best  results  are  obtained  by 
exposing  them  for  sale  by  public  roup,  at  a  price,  say,  of 
five  (or  more)  years'  purchase  less  than  above  stated. 

Distribution  of  the  Estate. 

In  marriage  contract  trusts  a  division  of  the  estate  does 
not  generally  take  place  until  the  death  of  one,  or  both, 
of  the  spouses.  In  testamentary  trusts,  on  the  other  hand, 
a  division  of  at  least  part  of  the  estate  usually  falls  to  be 
made  shortly  after  the  death  of  the  testator. 

The  first  point  to  be  attended  to  is  to  see  that  the  claims 
of  Government  for  duties  have  been  met,  or  duly  provided 
for.  Thus,  if  there  be  legacies  left  under  the  settlement, 
legacy  duty  will  be  payable  on  these  at  the  rate  appropriate 
to  the  degree  of  relationship  of  the  legatees  to  the  testa- 
tar.  If  the  fund  bequeathed  is  of  the  nature  of  a  settled 
fund  (that  is  to  say,  a  fund  administered  meantime  in  life- 
rent, and  which  does  not  vest,  or  become  payable,  until  a 
certain  date,  or  until  the  happening  of  a  certain  event) 
settlement  estate  duty  will  fall  to  be  paid.  Then,  if  the 
residue  is  immediately  payable,  legacy  duty  will  be  due 
upon  that  portion  of  it  which  is  of  the  nature  of  personal 
estate,  and  succession  duty  on  that  portion  of  it  which  is 
heritable  in  character. 

Having  either  liquidated  or  provided  for  the  claims  of 
Government  the  next  duty  of  the  trustees  is  to  ascertain 
the  position  in  which  the  trust  funds  stand — that  is  to  say, 
(a)  what  securities  have  been  realised  and  converted  into 
cash ;  and  (b)  what  securities  are  unrealised,  carefully  dis- 
tinguishing such  as  are  readily  marketable  from  those  that 
are  of  doubtful  or  undeterminable  value.  The  factor's 
accounts,  with  a  vidimus  prepared  to  show  the  stage 
reached  in  the  administration,  will  afford  the  requisite 
information  on  the  points  last  referred  to. 

In  determining  the  sum  total  available  for  distribution, 
there  may  be  added  to  the  cash  in  hand  the  values  of  such 
of  the  unrealised  securities  as  are  properly  marketable,. 
provided  the  valuation  is  made  on  strictly  business  lines. 
If  portion  of  these  unrealised  securities  consists  of  rail- 
way debentures  or  preference  stocks,  corporation  stocks, 
or  similar  first-rate  securities  of  a  class  which  the  trustees 
are  at  liberty  under  the  settlement  or  by  statute  to  retain, 
and  mean  to  retain,  the  values  of  these  should  be  ascer- 
tained, as  of  the  date  of  the  proposed  distribution,  by  a 
certificate  under  the  hands  of  (i)  two  members  of  the  local 
Stock  Exchange,  or  (2)  the  Secretary  of  that  Exchange.  If 
portion  of  them  consists  of  securities  of  a  lower  class  than 
that  last  mentioned,  but  perfectly  marketable — ^which 
securities  the  trustees  do  not,  however,  intend  to  retain — 
unless  the  beneficiaries  agree  to  take  over  these  in  part 
payment  of  their  provisions,  they  should  be  set  aside  and 
held  in  suspense  pending  realisation.    If  portion  consists 


of  feu-duties,  or  ground  annuals,  a  report  by  a  competent 
property  valuator  on  the  properties  over  which  these  are 
secured,  and  relative  valuations  by  him,  will  determine 
the  prices  at  which  these  are  to  be  valued,  if  retained. 
Similarly,  in  the  case  of  bonds  heritably  secured  the 
trustees  may,  on  the  report  of  a  skilled  valuator  as  to  the 
sufficiency  of  the  margin,  determine  on  retaining  certain 
of  them,  and  impute  the  amounts  of  such  bonds  as  are 
retained  towards  the  fund  for  distribution.  In  the  case 
of  furniture,  personal  effects,  and  jewellery,  trustees  are 
frequently  asked  to  allocate  these  amongst  the  members 
of  the  family  or  relatives.  If  this  is  done  the  appraiser's 
valuation  made  for  confirmation  purposes  should  not  be 
taken  as  the  criterion  of  value  in  a  distribution,  but  a  fresh 
appraisement  "  as  for  a  sale  and  division  between  parties  " 
should  be  procured.  As  a  general  rule,  trustees  will  pre- 
vent a  good  deal  of  heart-burning  if  they  simply  instruct 
an  auctioneer  to  dispose  of  the  whole  effects,  leaving  such 
of  the  beneficiaries  as  desire  to  become  possessors  of 
family  relics  to  bid  for  them  at  an  open  sale. 

All  unrealised  investments,  even  though  ex  facie  good 
investments,  which  are  unmarketable,  and  all  doubtful 
securities — in  other  words,  that  portion  of  the  estate 
which  cannot  be  converted  into  cash,  as  of  the  date  of  the 
proposed  distribution — should  be  set  aside  and  held  in 
suspense,  and  under  no  circumstances  computed  as  part 
of  the  fund  for  division. 

Having  determined  the  amount  available  for  distribu- 
tion, the  next  duty  of  the  trustees  is  to  ascertain  how  the 
sum  falls  to  be  apportioned.  In  this  matter  they  will,  of 
course,  rely  on  the  advice  of  their  law  agent,  who  should 
explain  clearly  to  them  the  order  in  which  payments  fall 
to  be  made  in  terms  of  the  settlement.  In  the  first  place, 
adequate  provision  for  any  unpaid  debts,  claims, 
expenses,  or  other  outstanding  liabilities  must  be  made ; 
and,  if  the  deceased  held  shares  in  companies  whose 
capital  has  not  been  fully  paid  up,  a  reserve  should  be 
made  for  the  total  amount  of  the  uncalled  liability.  The 
first  general  purpose  of  the  settlement  will  next  fall  to  be 
implemented,  and  as  this  is  frequently  of  the  nature  of  an 
annuity,  or  provision  of  similar  nature  to  the  widow,  it  is 
expedient  that  a  sufficient  portion  of  the  capital  available 
for  distribution  should  be  set  aside  as  a  fund  to  yield  such 
annuity.  In  estimating  the  amount  of  this  annuity  fund 
a  low  rate  of  interest  should  be  assumed — at  the  present 
day  3  per  cent,  would  be  a  fair  rate — and  so  in  the  case  of 
an  annuity  of,  say,  ;^i2o  per  annum  a  fund  of  ;^4.ooo 
would  be  required. 

The  next  purpose  will  probably  be  the  payment  of 
legacies.  These  aare  either  "  special " — ^that  is  to  say, 
legacies  of  particular  articles,  stocks,  or  investments,  &c. — 
or  "general" — that  is  to  say,  legacies  not  of  a  specie' 


292 


THE    ACCOUNTANT 


March  2,  1907. 


article,  but  indefinite,  of  so  much  money  or  moveables. 
The  special  legacies  are  preferable  to  the  general,  and, 
indeed,  almost  always  form  the  first  charge  on  the  free 
estate.  After  settlement  of  the  special  legacies,  payment 
of  the  whole  of  the  general  legacies  should  be  made  or 
provided  for,  if  the  balance  in  hand  permits ;  but  if  it 
does  not,  then  a  pro  raid  distribution  to  the  legatees  (that 
is  to  say,  in  the  proportion  each  legacy  bears  to  the  amount 
of  them  all)  is  all  that  should  be  made  until  such  further 
portion  of  the  estate  is  realised  as  will  permit  of  a  settle- 
ment in  full. 

Assuming  that  the  amount  for  distribution  is  sufficient 
to  permit  of  these  prior  purposes  being  implemented,  and 
that  a  balance  remains  over,  that  balance  wUl  fall  to  be 
apportioned  to  the  residuary  legatees  according  to  their 
respective  rights  and  interests ;  and  from  time  to  time 
thereafter,  until  the  estate  is  wholly  realised,  further 
apportionments  will  fall  to  be  made  to  them.  The  shares 
of  those  residuary  legatees  who  have  liferents  merely  will 
fall  to  be  retained  by  the  trustees  and  invested  for  their 
behoof;  the  shares  of  the  others  should  be  paid  out  to 
them  as  soon  as  the  successive  schemes  of  division  are 
approved  of,  and  proper  acknowledgments  granted  in 
favour  of  the  trustees. 

A  full  division  of  the  estate  should  under  no  circum- 
stances be  made  untU  six  months  have  elapsed  from  the 
date  of  death.  Moreover,  before  payment  of  any  legacy, 
or  division  of  any  part  of  the  estate,  the  trustees  should 
request  the  law  agent  of  the  trust  to  prepare  and  submit 
to  them  a  report  showing  (i)  the  free  estate  left  by  the 
deceased — ^that  is  to  say,  the  approximate  amount  or  value 
of  the  deceased's  estate  after  defraying  the  prior  charges 
(namely,  the  death-bed  and  funeral  expenses,  the  debts,  the 
Government  duties,  and  the  administration  charges) ;  (2) 
whether  deceased  is  survived  by  husband  or  widow,  and 
by  what  number  (if  any)  of  sons  and  daughters;  (3) 
whether  and  to  what  extent  such  immediate  relatives  have 
discharged  all  or  any  of  their  legal  rights ;  and  (4)  if  their 
legal  rights  are  not  discharged,  what  is  the  estimated  sum 
to  which  each  of  such  relatives  is  entitled  (a)  at  law,  and 
(h)  under  the  settlement. 

If  the  legal  rights  have  not  been  discharged,  and  the 
moveable  estate  of  the  deceased  prove  large,  it  may  happen 
that  the  widow's  jus  relicta  or  the  husband's  jus  relicii 
is  of  greater  amount  than  the  capitalised  value  of  the 
annuity  or  life-rent  interest  provided  for  by  the  trust 
settlement ;  or  it  may  be  that  the  children  who  survive  a 
parent  will,  in  similar  circumstances,  be  found  entitled  to 
claim  (free  of  the  fetters  of  a  Hfe'rent,  &*c.)  a  sum  equal 
to,  and  occasionally  even  greater  than,  their  conventional 
provisions.  It  is  a  question  of  some  nicety  as  to  whether 
trustees,  who  are  ostensibly  appointed  to  carry  out  the 


deceased's  wishes  regarding  his  or  her  family,  should 
bring  directly  under  the  notice  of  widow,  husband,  or 
child,  the  precise  position  and  value  of  their  respective 
claims,  legal  and  conventional.  An  appeal  by  the  trustees 
to  their  law  agent  usually  ends  in  the  advice  being  given 
that  the  person  entitled  to  jus  relicta,  jus  relicii,  legitim, 
or  terce,  should  take  the  initiative  in  the  matter  of  any 
claim  that  tends  to  go  contrary  to  the  express  views  of 
the  truster.  If  this  advice  be  accepted,  and  it  is  a  matter 
for  the  trustees  themselves  to  decide,  instructions  should 
be  given  to  the  law  agent  to  furnish  each  person  who' has 
both  a  legal  and  conventional  claim  with  an  accurate 
estimate  of  the  value  of  the  whole  estate  and  of  the  amount 
bequeathed  to  him  or  her  by  the  settlement ;  and  a  letter 
expressing  in  clear  terms  acceptance  of  the  provision  under 
the  settlement  should  be  requested,  and,  when  got, 
recorded  in  the  Minute  Book.  If  the  possible  claimants 
are  females,  the  prudent  course  for  the  trustees  to  adopt 
is,  when  furnishing  particulars  of  the  estate,  to  request 
their  law  agent  to  advise  the  ladies  to  take  independent 
advice  before  intimating  their  decision. 

Should  a  division  of  the  estate  be  contemplated  which 
would  have  the  effect  of  leaving  under  the  trustees' 
administration  a  fund  for  behoof  of  minors  only,  and  in 
the  event  of  the  law  agent's  report  before  leferred  to  dis- 
closing that  minors  might  legally  claim  (by  electing  to  take 
their  legitim)  larger  sums  than  are  bequeathed  to  them  by 
the  settlement,  it  will  be  the  duty  of  the  trustees  to  set 
aside  for  behoof  of  such  minors  the  larger  sums,  before 
making  the  division.  It  is  equally  important,  in  the  case 
of  a  possible  collation,  that  the  heir-at-law  should  be 
furnished  with  accurate  information  regarding  the  relative 
values  of  the  deceased's  heritable  and  moveable  estate, 
and  with  such  other  particulars  as  are  necessary  for 
enabling  an  election  to  be  made. 

Investments, 
Assuming  the  trustees  have  settled  all  prior  claims,  and 
that  their  duties  mainly  lie  in  administering  the  z«sidue  of 
the  estate  for  behoof  of  lifereoters  or  minors,  the  important 
question  at  once  arises,  "How  shall  we  inivest  the  trust 
**  funds  so  as  to  conserve  the  interests  both  of  the  life- 
"  renters  and  fiars  ?  " 

Most  modern  settlements  contain  a  clause  giving  broad 
powers  of  investment,  and  trustees,  until  recent  years, 
were  apt  to  construe  their  powers  as  sanctioning  the 
acquirement  of  any  fair  security  which  would  yield  a 
good  return  in  interest.  Indifference  or  want  of  care  on 
the  part  of  trustees  in  selecting  investments  has  led  to 
frequent  lawsuits  at  the  instance  of  beneficiaries,  and 
decisions  in  recent  times  have  so  commonly  been  given 
against  trustees  that  nowadays  greater  prudence  is  exer- 
cised in  the  selection  of  suitable  securities. 
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It  is  well  to  keep  in  view  that,  since  1867,  statutes  have 
been  passed  authorising  a  fairly  wide  range  of  investments, 
and  that  trustees  may  thus,  unless  expressly  prohibited  by 
the  settlements  under  which  they  act^  choose  as  an  alter- 
native to  the  investments  authorised  by  the  deed  those 
which  axe  lawful  under  the  Trusts  (Scotland)  Acts. 

In  selecting  investments  trustees  should  keep  before  them 
the  rule  of  law  that  they  are  to  observe  "  the  same  degree 
''of  diligence  that  a  man  of  ordinary  prudence  would 
*'  exercise  in  the  management  of  his  own  affairs  "  \;uide 
Lord  Herscheirs  opinion  in  the  case  of  Metk^  16  Rettie, 
ILL.,  p.  33),  and  too  much  reliance  should  not  be  set  on 
the  clause  of  immunity  generally  appearing  in  settlements, 
or,  if  not,  conferred  by  the  first  section  of  the  Act  of  186 1. 
As  Lord  Watson  remarked  in  the  case  of  Mackinnon  (15 
Rettie,  H.L.,  p.  86):— "It  is  clear  that  the  clause  (of 
"inununity)  will  afford  no  protection  to  trustees,  who, 
"from  motives  however  laudable  in  themselves,  act  in 
"plain  violation  of  the  duty  which  they  owe  to  the  indi- 
"viduals  beneficially  interested  in  the  funds  which  they 
"administer.  I  agree  with  the  opinion  expressed  in  Seton 
"v.  Dawson  (4  Dunlop,  p.  381)  that  clauses  of  this  kind  do 

*  not  protect  against  positive  breach  of  duty."  It  may  be 
further  remarked  that  trustees  are  not  absolved  from 
liability  where  they  have  simply  acted  on  the  advice  of  a 
legal  or  other  adviser  without  taking  reasonable  steps  to 
determine  at  their  own  handy  as  to  whether  the  investment  is 
desirable  or  not.  They  are  clearly  entitled  to  call  in  the 
services  of  skilled  valuators  or  advisers,  and  may  safely 
rely  on  the  valuations  of  competent  parties ;  but  it  is  as 
well  to  keep  prominently  in  vdew  that  the  employment  of 
valuators  is,  as  a  well-known  Judge  remarks,  for  the  pur- 
pose of  obtaining  the  data  necessary  in  order  to  enable 
them  to  judge  of  the  sufficiency  of  the  security  offered,  and 
that  "they  are  not  in  safety  to  rely  upon  his  (the  valuator's) 
''bare  assurance  that    the    security    is    sufficient,  in  the 

*  absence  of  detailed  information  which  would  enable  them 
*to  form,  and'  without  forming  an  opinion  for  them- 
•* selves"  (vide  the  case  of  Whiteley,  L.R.  12  Aj^eal 
Cases,  p.  734). 

To  anyone  who  has  perused  the  reports  of  recent 
decisions  it  will  be  obvious  that  the  responsibility  attach- 
ing to  tmatees  in  finding  safe  investments  is  by  no  means 
ligbt.  The  choice  of  an  investment  is  ofttimes  beset  with 
difficulty;  and  those  called  in  to  advise  trustees  know 
how  frequently  beneficiaries,  particularly  those  of  the  fair 
sex,  clamour  for  a  high  rate  of  interest,  and  trustees  are 
thns,  through  acceding  to  such  demands,  sometimes  led 
into  selecting  doubtful  securities,  which  too  often  result 
in  serious  loss  to  the  capital  of  the  estate.  Two  points 
should  be  clearly  borne  in  mind :  First,  that  the  trustees 
are  appointed  to  administer  the  funds  in  the  interests  not 


only  of  the  liferenters,  but  also  of  the  fiars ;  and  Second, 
that  in  choosing  an  investment  the  trustees  should  look  to 
the  safeness  of  the  investment  rather  than  for  a  big  return. 
In  the  case  of  Whiteleyy  above  referred  to,  and  speaking 
of  the  degree  of  diligence  required  of  trustees  in  selecting 
investments,  it  was  pointed  out  that  a  trustee  is  not 
allowed  the  same  discretion  in  investing  trust  moneys  as 
if  he  were  dealing  with  his  own  estate.  "Business  men  of 
"ordinary  prudence,"  said  Lord  Watson,  "may,  and 
"frequently  do,  select  investments  which  are  more  or  less 
"*  of  a  speculative  character ;  but  it  is  the  duty  of  a  trustee 
"to  confine  himself  to  the  class  of  investments  which  are 
"permitted  by  the  trust,  and  likewise  to  avoid  all  invest- 
"  ments  of  that  class  which  are  attended  with  hazard." 

From  what  has  been  stated,  it  will  be  gathered  that  the 
powers  of  investment  conferred  by  a  trust  settlement  are 
strictly  construed  by  the  Court,  and  that,  no  matter  how 
wide  the  discretion  given  by  the  truster  may  be,  consider- 
able caution  must  be  exercised  by  trustees  in  making  their 
selection.  Certain  securities  are  recognised  by  law  as 
appropriate  for  trust  investments,  and  common  prudence 
will  dictate  the  advisability  of  trustees  keeping  within  the 
range  of  those  appropriate  investments.  What,  then,  are 
investments  appropriate  for  trusts? 

Prior  to  the  year  1867  trust  funds  in  Scotland  were 
almost  wholly  lent  out  upon  heritable  secuoity,  but  by  the 
Trust  Act  of  that  year  (Section  5)  trustees  were 
empowered,  in  addition  to  lending  on  heritable  security, 
to  purchase  (i)  any  of  the  Goverimient  stocks  of  the  United 
Kingdom,  or  (2)  Bank  of  England  stock,  and  were  likewise 
authorised  to  lend  on  the  security  of  the  aforesaid  stocks. 
This  Act,  however,  in  no  way  restricted  the  powers  of 
investment  expressly  contained  in  trust  settlements  (vide 
Section  6).  Many  deeds  conferred  powers  of  investing  in 
the  mortgages  or  bonds  of  public  companies,  and  as  the 
principal  companies,  and  particularly  the  railways,  had  by 
this  time  discarded  terminable  mortgages  or  debentures  for 
perpetual  debenture  stocks,  an  Act  was  passed  in  1871 
authorising  the  investment  in  the  debenture  stock  of  a 
railway  company  or  other  description  of  company,  pro- 
vided the  trust  settlement  empowered  the  trustees  to  invest 
in  the  mortgages  or  bonds  of  such  companies. 

In  1884  another  Act  was  passed  extending  still  further 
tlie  range  of  investments  open  to  trustees,  and  in  it  the 
term  "  trustee  "  is  defined  as  including  tutors,  curators,  and 
judicial  factors.  The  fifth  section  only  of  the  1867  Act  was 
repealed,  and  a  declaration  inserted  that  the  Trusts  Acts 
from  1 86 1  to  1884  are  to  be  read  and  construed  together. 

By  the  1884  Act  (Section  3)  trustees,  under  any  trust, 
may,  unless  prohibited  by  the  constitution  or  terms  of  the 
trust,  and  in  addition  or  as  an  alternative  to  the  power.^ 
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confeired  by  the  deed  under  which  they  act,  invest  the 
trust  funds — 
{a)  In  the  purchase  of — 

(i)  Any  of  the  Government  stocks,  public  funds,  or 
securities  of  the  United  Kingdom : 

(2)  Stock  of  the  Bank  of  England : 

(3)  Any  securities  the  interest  of  which  is  or  shall  be 
guaranteed  by  Parliament : 

(4)  Debenture  stock  of  railway  companies  in  Great 
Britain  incorporated  by  Act  of  Parliament : 

(5)  Preference,  guaranteed,  lien,  annui^,  or  rent- 
charge  stock,  the  dividend  on  which  is  not  con- 
tingent on  the  profits  of  the  year  of  such  railway 
companies  in  Great  Britain  as  have  paid  a  divi- 
dend on  their  ordinary  stock  for  ten  years 
immediately  preceding  the  date  of  investment : 

(6)  Stock  or  annuities  issued  by  any  municipal  cor- 
poration in  Great  Britain,  which  annuities,  or  the 
interest  or  dividend  upon  which  stock  are  secured 
upon  rates  or  taxes  levied  by  such  municipal  cor- 
poration under  the  authority  of  any  Act  of 
Parliament : 

(7)  East  India  stock,  stocks,  or  other  public  funds 
of  the  Government  of  any  Colony  of  the  United 
Kingdom  approved  by  the  Court  of  Session,  and 
also  bonds  or  documents  of  debt  of  any  such 
Government  approved  as  aforesaid,  provided 
such  stocks,  bonds,  or  others  are  not  payable  to 
the  bearer : 

(8}  Feu-duties  or  ground-annuals. 
(b)  In  loans — 

(9)  On  the  security  of  any  of  the  stocks,  funds,  or 
other  property  aforesaid : 

(10)  On  real  or  heritable  security  in  Great  Britain : 

(11)  On  debentures  or  mortgages  of  railway  com- 
panies in  Great  Britain  incorporated  by  Act  of 
Parliament : 

(12)  On  bonds,  debentures,  or  mortgages,  secured  on 
rates  or  taxes  levied  under  the  authority  of  any 
Act  of  Parliament,  by  municipal  corporations  in 
Great  Britain  authorised  to  borrow  money  on 
such  security : 

(13)  On  Indian  railway  stock,  debentures,  bonds,  or 
mortgages  on  which  the  interest  is  permanently 
guaranteed  by  the  Indian  Government  and  pay- 
able in  sterling  money  -in  Great  Britain. 

The  terms  of  this  Act  of  1884  are  doubtless  well  known 
to  the  most  of  you,  and  I  only  wish  to  draw  attention  to 
two  points  which  should  be  kept  in  mind  in  making  pur- 
chases of  stocks  under  it—^podnts  in  which  the  1884 
Scottish  Act  differs  materially  from  the  English  Act  of 
1893. 

The  first  point  is  that,  under  Section  3,  Sub-section 
(a)  5,  of  the  Scottish  Act,  1884,  preference,  guaranteed, 
lien,  &c.,  stocks  of  British  railway  companies  are  only 


available  to  trustees  in  Scotland  provided  the  dividends 
are  not  contingent  on  the  profits  of  the  year — in  other 
words,  are  cumulative — and  further  provided  that  the  rail- 
way companies  have  paid  a  dividend  on  their  ordinary 
stock  for  ten  years  immediately  preceding  the  date  of 
investment.  Under  the  English  Act  of  1893,  Section  i. 
Sub-section  (g),  it  is  not  necessary  that  the  dividends  should 
be  cumulative ;  but  whereas  the  payment  of  a  dividend, 
however  small,  on  the  ordinary  stock  is  all  that  is  required 
under  the  Scottish  Act,  under  the  English  Act  a  dividend 
at  a  rate  of  not  less  than  3  per  cent,  per  annum  on  the 
ordinary  stock  must  have  been  paid  during  each  of  the 
ten  years  immediately  preceding  the  date  of  investment. 

The  second  point  is  that,  under  the  same  section  of  the 
Scottish  Act,  Sub-section  (a)  7,  stocks  of  Colonial  Govern- 
ments could  competently  be  purchased  ai  a  premium^  prior 
to  the  passing  of  the  Colonial  Stock  Act  of  1900,  even 
although  they  were  redeemable  within  a  few  years  of  the 
date  of  purchase.  Now,  however,  such  investments  come 
under  the  same  limitations  as  were  imposed  in  1893  upon 
English  trustees. 

Since  the  passing  of  the  1884  Act,  two  other  Acts  have 
been  passed  dealing  with  investments  by  trustees  in  Scot- 
land— ^viz.,  the  Act  of  1898  and  the  Colonial  Stock  Act  of 
1900. 

The  Act  of  1898  empowers  trustees  to  invest  in  the 
redeemable  stocks  and  the  mortgages,  bonds,  &c.,  of  local 
authorities,  such  as  county  councils  and  municipalities. 
In  dealing  with  this  Act,  please  keep  in  mind  that  "  rates  " 
referred  to  in  this  statute  are  rates  levied  on  lands  valua- 
tion rolls,  and  have  nothing  at  all  to  do  with  so-called 
rates  or  dues  levied  by  port  or  hiarbour  trustees.  A  mis- 
taken reading  of  the  terms  of  this  statute  has  led  trustees 
into  difficulty  where  they  have  purchased  the  bonds  of 
such  local  authorities  as  the  Clyde  Navigation  Trust  and 
the  harbour  trusts  of  Greenock  and  other  ports.  Also  note 
that  the  limitations  set  on  purchases  of  Colonial  stocks 
at  a  premium  do  not  apply  to  municipal  stocks. 

The  other  Act  is  that  known  as  the  Colonial  Stock  Act 
of  1900.  Prior  to  the  passing  of  this  Act  investments  in 
Colonial  stocks  could  only  be  made  after  authority  was 
obtained  by  express  application  to  the  Court  of  Session  ; 
now  such  application  would  not  appear  to  be  necessary 
where  the  Colonial  stock  purchased  is  one  of  those  in  the 
Treasury  List,  which  has  been  duly  published  in  the 
Edinburgh  Gazette,  but  such  stock  can  only  be  purchased 
at  its  redemption  value,  or  under  it,  if  it  is  liable  to  be 
redeemed  within  fifteen  years  of  the  date  of  purchase,  and 
if  it  is  liable  to  be  redeemed  at  a  further  off  date  than 
fifteen  years,  it  can  only  be  bought  at  a  price  not  exceed- 
ing 15  per  cent,  above  its  redemption  value.  In  practice 
.  trustees   have   usually    declined    to    invest   in    Colonial 
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redeemable  stocks  where  these  are  quoted  at  a  premium, 
unless  the  beneficiaries  consent  to  a  proportionate  part  of 
the  premium  being  written  off  annually  from  revenue,  so 
as  to  bring  down  the  price  in  the  accounts  to  redemption 
value  by  the  actual  date  of  redemption. 

Periodical  Accounts. 
I  ii«ed  not  emphasise  the  necessity  of  Trustees'  Accounts 
being  made  oat  at  regular  intervals,  and  submitted  to  the 
trustees.  If  the  truster  gives  directions  in  the  trust  settle- 
ment as  to  when  the  accounts  are  to  be  brought  to  a 
balance,  these  directions  should  be  strictly  adhered  to. 
In  the  absence  of  specific  instructions  an  interim  account 
should  be  submitted  within  six  months  of  the  testator's 
death,  and  prior  to  the  payment  of  the  testator's  debts,  or  the 
distribution  of  any  part  of  the  estate,  A  full  account  should 
be  made  out  as  nearly  as  may  be  on  the  expiry  of  a  year 
from  the  testator's  death,  and  subsequent  accounts  yearly 
thereafter.  Further,  the  accounts  should  be  regularly 
audited,  and,  if  the  trustees  are  wise,  they  will  have  them 
audited  by  a  p>rofessional  accountant.  Where,  however, 
they  are  audited  by  some  of  their  own  number,  the  audit 
should  be  an  exhaustive  and  careful  one,  and  vouchers 
ought  to  be  asked  and  obtained  for  all  entries  of  disburse- 
ments, and  as  far  as  practicable  for  the  receipt  side  also. 
At  the  annual  meeting,  when  the  accounts  are  considered, 
trustees  should  ask  for  exhibition  of  all  the  trust  securities, 
and  the  fact  that  these  have  been  exhibited  to  them  should 
be  entered  in  their  minute  of  meeting. 

Discharge  of  Trustees. 
The  Trusts  Acts  provide  for  trustees  being  discharged 
when  their  office  has  terminated  by  resignation,  or  by 
death.  Commonly  the  surviving  trustees  are  asked  to  dis- 
charge those  who  have  resigned,  or  the  representatives  of 
a  deceased  trustee ;  but,  by  doing  so,  the  surviving  trustees 
accept  the  responsibility  of  granting  such  a  discharge.  The 
safer  couxse  is  to  ask  the  beneficiaries  to  grant  a  ratifica- 
tion of  the  intromissions  of  all  the  trustees  up  to  the  date 
of  such  resignation,  or  death,  combined  with  a  discharge 
to  the  resigning  trustee,  or  the  representative  of  a  deceased 
tmstee.  In  practice  no  substantial  distribution  of  residue 
should  be  made  without  first  obtaining  such  a  ratification 
and  discharge.  Where  the  accounts  of  the  trust  have  been 
regularly  audited  by  a  professional  accountant  no  difficulty 
asnally  arises  in  obtaining  such  a  document ;  but  if  the 
accounts  have  not  been  professionally  audited,  the 
trustees  should  have  written  evidence  of  an  offer,  to  the 
beneficiaries,  of  their  accounts  for  examination,  and  an 
abstract  of  their  intromissions  should  be  scheduled  to  the  deed 
of  ratification  or  discharge.  Where  a  discharge  is  refused 
to  a  trustee  who  is  resigning,  or  to  the  representatives  of 
one  who  has  died,  a  petition  to  Court  is  the  competent 
coarse.    This  course  entails  a  considerable  expense  upon 


the  trust  estate,  because  the  Court  invariably  remits  to  an 
accountant  to  report  on  the  trust  intromissions,  prior  to 
granting  the  petition,  and,  if  the  administration  is  found 
to  have  been  satisfactory,  usually  allows  the  costs  of 
inquiry  and  of  the  petition  out  of  the  trust  funds. 

Acts  of  Parliament  relating  to  Trusts. 

Most  modern  settlements  give  trustees  full  powers  of 
administration,  but  even  where  powers  are  not  specifically 
set  forth,  certain  general  powers  are  conferred  by  statute. 
The  principal,  powers  (other  than  those  of  investment, 
which  have  been  fully  referred  to)  are  set  forth  in  Section 
2  of  the  Act  of  1867,  and  in  the  Acts  of  1891  and  1897. 
These  powers  cover  the  appointment  of  factors  and  law 
agents ;  the  granting  of  leases  for  a  limited  period ;  the 
power  to  compromise  claims ;  and  the  power  to  make 
abatements  or  reductions  in  rents,  lordships,  royalties, 
&c.,  stipulated  in  the  leases  of  aU  classes  of  heritable  pro- 
perty. Where  the  trust  settlement  is  defective  certain 
powers  can  only  be  granted  by  authority  of  Court — such  as 
authority  to  sell  the  trust  estate;  to  grant  feus  or  long 
leases ;  to  borrow  money ;  to  make  advances  out  of  the 
capital  to  minors  who  have  a  vested  interest  in  the  trust 
funds,  where  such  advances  are  necessary  for  the  educa- 
tion of  the  beneficiaries  or  like  objects ;  the  power  to 
apply  a  beneficiary's  interest  in  the  trust  estate  by  way  of 
indemnity  to  trustees  where  the  trustees  have,  say,  com- 
mitted a  breach  of  trust  at  the  instigation,  or  request  in 
writing,  of  the  beneficiary. 

Where  any  of  the  powers  indicated  have  been  exercised, 
the  trust  Minute  Book  should  contain  an  explicit  record  of 
the  circumstances  which  have  led  to  such  power  being 
exercised.  In  this  connection,  and  dealing  with  loans  by 
trustees  on  heritable  security,  permit  me  to  point  out  that 
the  data  upon  which  the  valuator  instructed  by  the  trustees 
is  asked  to  act  should  be  verified  by  the  law  agent  of  the 
trustees,  and  should  be  supplied  to  the  valuator  without 
any  hint  as  to  the  amount  of  the  loan  which  it  is  proposed 
to  make.  The  rental  supplied  to  the  valuator  should  dis- 
tinctly set  forth  what  subjects  are  let  and  what  subjects 
are  unlet  at  the  date  when  the  valuation  is  made.  If  the 
property  is  not  completely  finished  and  let,  trustees, 
under  no  circumstances,  should  entertain  a  proposal  for 
loan.  The  practice  which  obtains  in  some  quarters  of 
arranging  a  loan  on  unfinished  property — simply  reserving 
out  of  the  loan  such  portion  as  is  deemed  adequate  to 
insure  the  completion  of  the  buildings — is  exceedingly 
risky.  Where  such  a  loan  does  happen  to  have  been  made, 
the  trustees,  within  a  year  of  the  completion  of  the  build- 
ings, should  call  for  a  fresh  rental,  and,  if  there  be  any 
variation  in  the  figures  entered  in  the  proposal,  the  pro- 
perty should  be  at  once  revalued,  and  the  loan  revised  in 
the  light  of  that  revaluation.    It  is  matter  of  surprise  that 
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loans  on  heritable  property  should  not  be  revised  as 
frequently  as  they  ought  to  be.  It  often  happens  that  there 
is  a  distinct  shrinkage  in  the  rental,  and  not  seldom  that  a 
property,  even  although  the  rental  be  maintained,  is 
allowed  to  get  into  a  bad  state  of  repair,  externally  and 
internally.  It  is  a  prudent  step  for  trustees  to  have  a  fresh 
report  made  on  the  condition  of  the  properties,  over  which 
they  have  lent  money,  every  five  years  or  so. 

Trust  Accounting. 

The  form  of  account  in  which  the  administration  of 
trustees  is  set  forth  is  usually  that  employed  in  judicial 
accounting — ^viz.,  an  Account  of  Charge  and  Discharge. 
This  form  is  readily  followed  by  professional  accountants, 
but  is  seldom  understood  by  either  trustees  or  beneficiaries. 
The  accounts  of  a  trust  should  be  set  forth,  to  my  mind, 
in  such  a  form  as  will  be  readily  grasped  by  the  persons 
most  interested — ^the  trustees  and  the  beneficiaries— but 
custom  dies  hard.  In  the  case  of  trusts  dealing  with  estates 
of  considerable  magnitude,  or  where  there  are  a  number 
of  separate  investments,  a  set  of  books  (Cash  Book, 
Journal,  and  Ledger)  fulfil,  in  the  most  satisfactory  degree, 
the  requirements  of  the  trust.  Through  the  medium  of  the 
Ledger  one  can  see  at  a  glance,  under  the  account  kept  for 
each  investment,  (a)  when  the  investment  was  made, 
[b)  what  it  cost,  (c)  what  revenue  it  has  yielded  and  whether 
the  revenue  has  been  regularly  received,  and  (d)  when, 
and  for  how  much,  it  has  been  realised.  The  Capital 
Account  of  the  trust,  where  ledgerised,  permits  of  the 
various  deductions  from,  and  additions  to,  it  being  quickly 
traced.  In  like  manner  the  accounts  of  the  beneficiaries 
are  easily  followed,  and  the  periodical  charges  both  upon 
capital  and  revenue  readily  located. 

If  an  Account  of  Charge  and  Discharge  be  the  form 
cmpfoyed,  the  same  facilities  for  quickly  tracing  the 
changes  in  the  various  accounts  are  not  present.  Further, 
in  this  latter  class  of  account  we  find  a  variety  of  form 
according  to  the  idiosyncrasies  of  the  framer.  In  one 
instance  the  form  will  be  that  used  in  preparing  judicial 
accounts  for  the  Accountant  of  Court ;  in  another  instance 
it  will  be  two  distinct  Accounts  of  Charge  and  Discharge — 
the  one  dealing  with  the  capital,  and  the  other  with  the 
revenue — together  with  a  State  of  Funds  and  a  day-to-day 
Current  Account  as  appendices. 

In  the  case  of  small  trusts,  probably  the  most  readily 
understood  form  is  one  embracing  (a)  a  simple  and  concise 
statment  of  the  receipts  and  disbursements  on  Capital 
Account ;  (b)  a  statement  of  receipts  and  disbursements  on 
Income  Account ;  (c)  a  statement  of  lodgments  and  with- 
drawals from  Bank  Account ;  (d)  a  balance  account  focus- 
sing the  differences  arising  through  the  summations  of  the 
receipts  and  disbursements  on  these  three  accounts ;  and 
'e)  a  schedule  in  columnar  form,  under  which  in  the  first 


column  the  estate  of  the  deceased  is  set  forth  in  detail :  the 
second  colimin  gives  the  realisations  on  Capital  Account 
during  the  period  of  the  account,  and  the  third  column 
gives  the  estate  as  at  the  close  of  the  account.  EUich  of 
the  three  columns  of  this  schedule  is  added,  the  second 
column  (which  is  short-ruled)  showing  a  total  tally- 
ing with  the  total  of  the  receipts  on  Capital  Account, 
as  appearing  in  the  main  account.  To  the  simi  of  the 
first  column  there  is  added  the  increase,  if  any,  which  has 
arisen  on  realisation,  and  from  the  combined  sum  there  is 
deducted  the  amount  of  the  capital  disbursements  (other 
than  investments)  during  the  period.  The  adjusted  total 
thus  arrived  at  will  correspond  with  the  total  in  the  third 
column,  which  shows  the  manner  in  which  the  trust  funds 
are  invested  at  the  close  of  the  account.  In  a  schedule  of 
this  character  it  is  necessary,  of  course,  to  put  a  nominal 
value,  for  account  purposes,  on  all  investments  which, 
while  worthless,  have  not  been  disposed  of  by  the  trustees, 
otherwise  these  investments  may  be  lost  sight  of.  A  form 
of  account  such  as  indicated  is  readily  followed  by  trustees 
and  beneficiaTies  who  have  only  a  smattering  of  bookkeep- 
ing knowledge,  and,  by  reference  to  the  schedules  at  the 
end  of  each  account  it  is  fairly  easy  to  follow  the  changes 
which  have  occurred  from  time  to  time  in  the  investments. 

So  long  as  the  accounts,  in  whatever  form  presented, 
accurately  set  forth  the  whole  intromissions  of  the 
trustees,  it  is  a  question  of  circumstances  as  to  which  form 
should  be  used. 

Coming  now  to  the  question  of  apportionment,  let  me 
say  at  the  outset  that  this  is  a  matter  which  invariably 
gives  rise  to  dispute,  sometimes  between  the  trustees  and 
their  law  agent  or  the  auditor,  and  almost  always  between 
the  trustees  and  the  beneficiaries.  If  A.  B.  has  left  an 
estate  of  ;£i 0,000,  or  thereby,  comprised  of  investments 
yielding,  say,  4  per  cent,  per  annum,  the  beneficiary  C.  D. 
at  once  jumps  to  the  conclusion  that  he,  or  she  (usually 
she),  should  get  ;£40o  of  income  in  the  first  and  ever\' 
succeeding  year.  C.  D.  does  not  care  one  iota  on  what 
dates  the  income  is  receivable,  or  over  what  period  the 
sums  so  received  have  been  earned,  but  is  very  much  con- 
cerned when  it  is  found  that,  in  the  first  year,  and  possibly 
part  of  the  second  year,  although  ;£40o  in  dividends  has 
been  ingathered,  no  such  amount  is  available  as  income. 
You  may  explain  the  position  and  state  the  Apportionment 
Acts  as  the  authority  for  your  adjustments,  but  your 
explanations  are  received  with  incredulity,  and  the  bene- 
ficiary adheres  to  the  opinion  that  he,  or  she,  is  being 
humbugged. 

The  Apportionment  Act  of  1870,  and  the  earlier  Act  of 
1834,  prescribe  what  portion  of  income  of  a  trust  estate 
shall  be  payable  to  the  executors  of  the  testator  and  what 
portion  to  the  heir,  and  in  like  manner  as  to  what  portion 
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shall  be  treated  as  fonning  part  of  the  liferent  and  what 
shall  be  applicable  to  the  fee.  Under  these  Acts  the 
income  of  the  estate,  from  whatever  source  derived,  is 
treated  as  accruing  from  day  to  day  during  the  period  in 
which  it  is  declared  to  have  been  earned.  If  part  has  been 
earned  prior  to  the  testator's  death,  that  part  falls  to  his 
executors — ^in  short,  is  capital.  If  part  has  been  earned 
subsequent  to  his  death,  that  part  is  incomer  and  goes  to 
the  heir ;  or,  if  the  estate  be  subject  to  a  liferent,  goes  to 
the  liferenter.  The  important  point  to  keep  in  view  in  all 
apportionments  is  the  period  during  which  the  income  is 
declcLred  to  have  been  earned. 

Some  companies — ^banks  and  insurance  companies,  for 
example— pay  their  dividends  in  two  instalments  during 
the  year  following  that  in  which  their  profits  are  declared 
to  have  been  earned.  In  such  cases  hardship  is 
undoubtedly  entailed  upon  the  recipients  of  the  trust 
income,  because,  through  the  application  of  the  Act,  it 
may  actually  be  more  than  a  year  from  the  death  of  the 
testator  before  dividends  from  this  class  of  investment 
become  available  as  income.  Investments  in  trading  con- 
cerns are,  however,  not  usually  retained  for  any  lengthened 
period,  and  the  inconvenience  referred  to  is  not 
experienced  where  the  stocks  or  shares  are  sold  shortly 
after  the  opening  of  the  trust,  because  out  of  the  price 
obtained  from  the  sale  of  these  stocks  the  liferenter  is 
entitled  to  receive  as  income  a  sum  equivalent  to  the 
expected  dividend  for  the  portion  of  the  year  which  has 
elapsed  since  the  receipt  of  the  last  dividend,  or  since  the 
death  of  the  testator,  as  the  case  may  be. 

In  practice,  where  the  shares  of  an  industrial  concern 
are  realised,  and  an  apportionment  as  between  capital  and 
income  falls  to  be  made,  the  usual  course  in  determining 
the  rate  of  the  dividend  to  be  taken  out  of  the  price  is  to 
base  it  on  the  dividend  declared  for  the  year  last  preceding 
the  date  of  sale. 

If  the  trust  estate  consists  of  heritage,  an  apportionment 
of  the  rental  will  fall  to  be  made  in  manner  similar  to  what 
has  been  above  indicated,  and  the  burdens  on  the  property 
will,  of  course,  have  to  be  apportioned  in  the  same  manner 
as  the  rental.  It  should  be  borne  in  mind  in  passing  that. 
in  the  case  of  rental  apportionment,  rents  which  have  been 
contracted  to  be  paid  in  advance,  and  have  been  so  paid, 
do  not  form  the  subject  of  apportionment  in  a  question 
between  the  liferenter  and  the  executors  of  the  testator, 
where  such  testator  had  full  power  to  enter  into  the  con- 
tract  in  question.  The  same  remark  applies  to  annuities 
which  are  chaiged  directly  on  heritage,  and  are  payable  in 
advance.  Some  points  of  difficulty  have  arisen  as  to  the 
correct  interpretation  of  the  Apportionment  Acts,  and 
there  exists  a  good  deal  of  difference  in  practice  not  only 


between  accountants  but  also  between  lawyers.  The  time 
at  my  disposal  does  not  permit  me  to  refer  to  these  points, 
but  your  Society  may  possibly  -find  occasion  for  studying 
in  greater  detail  this  interesting  subject. 

Vidimus. 

It  is  desirable  that  trustees  and  beneficiaries  should  now 
and  again  be  presented  with  a  vidimus  of  the  intromis- 
sions had  with  the  estate.  As  already  indicated,  a 
vidimus  should  be  appended  to  all  deeds  of  ratification 
taken  from  the  beneficiaries,  and  to  all  discharges  of 
residue  granted  by  them.  There  is  no  necessity  when  pre- 
paring a  vidimus  to  do  more  with  regard  to  the  revenue 
transactions  than  state  the  total  amount  of  the  income 
receipts  and  the  total  disbursements,  including  payments 
to  the  beneficiaries  themselves.  As  regards  capital,  how- 
ever, the  vidimus  should,  set  forth,  in  detail^  the  items 
which  go  to  make  up  the  estate  entrusted  to  the  trustees ; 
and  from  the  summation  of  the  estate  thus  detailed  there 
should  be  deducted,  under  a  few  outstanding  headings,  the 
total  disbursements  on  (i)  Debts  and  Funeral  Expenses, 
(2)  Government  Duties,  (3)  Administration  Expenses, 
(4)  Legacies.  From  the  capital  fund,  reduced  by  these  out- 
goings, there  should  further  be  deducted  the  losses  on 
realisation  of  any  of  the  items  of  the  estate  (with  par- 
ticulars of  the  investments  which  have  resulted  in  a  loss), 
and  there  should  be  added  thereto  the  gains  on  realisation, 
particularised  in  same  manner  as  the  losses.  The  amount 
of  the  capital  arrived  at,  after  making  these  adjustments, 
will  be  followed  by  a  list  of  the  investments  held  at  the 
date  to  which  the  vidimus  brings  down  the  statement  of 
intromissions.  If  the  vidimus  is  prepared  as  a  preliminary 
step  to  a  distribution  of  the  residue,  and  the  residue  is 
being  taken  over  in  whole  or  in  part  by  way  of  transference 
of  investments,  a  scheme  of  apportionment  should  be 
appended. 

Auditing  of  Trust  Accounts. 

In  concluding  this  lecture  allow  me  to  make  a  few  remarks 
regarding  the  auditing  of  Trust  Accounts.  The  auditor  will 
not  only  obtain  the  trust  books,  or  accounts,  and  the 
vouchers  instructing  the  trustees'  intromissions,  but  will  ask 
for  a  perusal  of  the  Minute  Book,  which,  if  properly  kept, 
will  furnish  particulars  upon  several  matters  of  importance 
in  the  audit,  information  upon  which  is  not  likely  to  be 
obtained  outside  of  this  book  of  record.  If  the  audit  be 
that  incidental  to  the  first  year's  intromissions  in  a  testa- 
mentary trust,  the  confirmation  (or  testament-testamentar) 
with  the  draft  of  the  Estate  Duty  Account  will  furnish  par- 
ticulars of  the  whole  estate  committed  to  the  trustees' 
charge.  These  documents  will  enable  the  auditor  to  verify 
the  opening  Journal  entries,  if  a  set  of  books  be  kept,  or  to 
check  the  opening  entry  on  the  charge  side  of  the  Account 
of  Charge  and  Discharge. 
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The  trust  settlement,  usually  engrossed  in  the  Minute 
Book — a  copy  or  abstract  of  this  is  generally  made  available 
for  the  auditor— will  indicate  the  lines  upon  which  the  dis- 
posal of  the  estate  is  to  proceed.  It  will  also  furnish,  where 
trust  books  are  kept,  the  necessary  particulars  for  the 
Journal  entries  appropriate  to  the  disposal  of  the  estate.  A 
common  provision  in  settlements  is  that  of  an  annuity  to  the 
widow,  and  it  is  desirable  at  the  commencement  of  the  trust, 
that  a  capital  fund  calculated  at  as  low  a  rate  of  interest  as 
will  insure  a  clear  margin  of  safety  should  be  set  aside  as  an 
annuity  fund,  and  debited  to  Capital  Account.  Again,  if 
there  be  liability  upon  the  testator  in  respect  of  bonds  upon 
which  he  (or  she)  is  an  obligant,  such  liability  should  be 
clearly  provided  for  by  entries  in  the  accounts  at  the  com- 
mencement of  the  trust.  If.  for  example,  the  testator  owned 
heritage  burdened  with  bonds,  the  prudent  course  to  follow, 
until  the  heritage  is  actually  disposed  of.  and  the  bonds 
definitely  cleared  off,  is  to  enter  the  value  of  the  heritage  at 
the  gross  figure,  and  not  simply  at  the  reversionary  value 
after  deducting  the  bonds. 

The  vouching  of  the  disbursements  by  the  trustees  is 
usually  a  simple  matter,  but,  on  the  other  hand,  it  is  often 
difficult  to  satisfactorily  vouch  the  entries  relative  to  the 
receipts.  In  sales  of  moveable  property,  such  as  stocks  and 
shares,  the  brokers'  contract-notes,  or  settlement-notes,  are 
usually  available.  In  the  case  of  miscellaneous  receipts  the 
correspondence  which  has  led  up  to  settlement  can  be 
asked  for.  In  realisations  of  heritage  a  duplicate  copy  of 
the  state  for  settlement  as  adjusted  between  the  parties'  law 
agents  may  sometimes  be  obtained,  and  the  same  remark 
applies  to  cases  where  the  heritable  loans  have  been  repaid. 
In  verifying  receipts  of  interest,  a  bank  certificate  should  be 
obtained  for  all  entries  of  bank  interest,  and  in  the  case 
of  interest  upon  heritable  or  other  bonds  which  cannot  be 
checked  as  regards  rate  by  other  means,  the  Trust  Minute 
Book  should  distinctly  record  the  rate  of  interest  which  has 
been  agreed  to  be  paid.  Too  frequently  alterations  in  the 
rate  of  interest  on  heritable  bonds  are  left  to  proceed  upon 
correspondence,  and  are  not  embodied  in  a  formal  minute. 
A  judicious  hint  to  the  law  agents  that  the  change  in  rate 
should  be  so  minuted  usually  brings  about  the  desired 
result.  Accounts  for  law  expenses  should  only  be  passed  if 
taxed  and  discharged,  and  the  allocation  of  the  charges 
in  the  accounts,  as  between  capital  and  income,  scrutinised. 
If  new  investments  have  been  made,  the  minute  authoris- 
ing these  should  be  examined.  The  allocation  of  the 
capital  and  income  of  the  trust  to  the  various  parties 
entitled  thereto  will  require  to  be  carefully  dealt  with. 
Finally,  the  securities  representing  the  funds  at  the  close  of 
the  account  will  be  called  for  and  examined ;  the  banking 
balances  will  be  verified  by  bank  certificates ;  Government 
or  colonial  stocks  similarly  verified  by  certificate  from  the 
Umk  of  registration ;   railway,  municipal,  or  other  stocks 


by  the  respective  stock  certificates ;  and  the  heritage  and 
heritabljT  secured  bonds  by  certificate  from  the  law  agent  of 
the  trust  that  at  the  close  of  the  account  the  tttle  deeds  and 
bonds— (specifying  them)— were  in  his  custody  on  behalf  of  the 
trustees,  and  were  in  order. 

A  short  report  is  usually  issued  by  the  auditor  on  the  com- 
pletion of  the  audit.  This  report  should  dra'W  attention  to 
any  special  feature  arising  from  the  examination  of  the 
accounts,  and  set  forth  whether,  and  to  what  extent,  the  out- 
standing investments  have  been  verified  by  production  of 
scrip  and  title  deeds,  or  by  certificate  merely. 


Penonal. 


Mr.  Robert  Easton  Adtken,  C.A.,  Lansdowne  Park, 
Helensburgh,  and  Mr.  Alexander  Gumming  Rutherford, 
accountaflit  and  auditor,  Lenzie,  have  been  added  to  the 
Commission  of  the  Peace  for  the  county  of  Dumbaiton. 


Soottish  IniolTeneies. 


For  the  week  ending  33rd  February  the  number  of 
insolvencies  reported  in  Scotland  was  24,  as  compared 
with  32  in  the  corresponding  week  of  last  year.  The  trust 
deeds  numbered  13,  as  compared  with  18 ;  the  sequestra- 
tions o,  as  compared  with  6;  and  the  petitions  for 
cessio  II,  as  compared  with  8.  The  total  for  the  eight 
weeks  of  the  year  is  219,  as  compared  with  196  last  year — 
the  trust  deeds  numbering  no  against  88,  the  sequestra- 
tions 37  against  50.  and  the  petitions  for  cessio  72  against 
58.  Of  the  13  trust  deeds  reported  during  the  week,  7 
were  granted  in  favour  of  Chartered  Accountants.  Four 
voluntary  liquidations  of  limited  liability  companies  were 
gazetted  during  the  week. 


COURT  OF  SESSION. 


Edinburgh— First  DiTision. 

Before  the  Lord  President  and  Lords  M eLaren,  KiimeaFy 
and  Pearson. 

February  21. 

Re  Alexander  Forrester,  Lim. 

Note  in  Petition—D.  Gould  6*  Others—For  Supervision  Order 
—To  Restrict  Caution,  6<. 

The  Lord  President,  in  advising  this  note,  said :  This 
note  is  at  the  instance  of  the  liqtiidator  recently  appointed 
in  the  liquidation  of  Alexander  Forrester,  Lim.,  boot  and 
slipper  manufacturers,  Glasgow,  and  asks  the  Court  to 
restrict  the  caution,  and  to  authorise  a  bond  of  caution  by 
a  company  to  be  accepted,  "and  further  to  authorise  the 
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"premltim  on  the  bond  of  caution  to  be  paid  by  the 
''liquidator  out  of  the  estate  of"  the  company,  and  to 
direct  that  the  expenses  of  the  note  should  be  expenses  in 
the  liquidation.  It  was  admitted  that  there  is  no  direct 
authority,  but  it  was  uiged  that  there  is  a  strong  analogy 
in  the  provisions  of  the  Act  of  Sederunt  of  15th  July  1904 
as  to  the  finding  of  caution  in  judicial  factories.  Section 
3  of  that  Act  provides :— "The  Accountant  of  Court  shall 
"allow  as  a  charge  against  the  factory  estate  (i)  the 
"premium  paid  by  the  factor  where  a  company  bond  of 
"caution  has  been  accepted,  or  such  part  thereof  as  he 
"deems  proper,  and  (2)  the  expense  of  the  necessary  pro- 
"cedure  in  obtaining  the  approval  of  a  bond  of  caution  or 
"the  limitation  of  the  amount ;  but  the  fact  of  such  charge 
"shall  be  taken  into  account  by  the  Accountant  of  Court 
"in  fixing  the  factor's  remuneration."  It  seems  to  me  that 
the  analogy  is  a  true  one.  But  both  branches  of  it  are 
equally  analogous.  Accordingly,  while  I  move  your  Lord- 
ships to  grant  the  prayer  of  the  note  it  is  understood  that 
this  is  done  subject  to  the  fact  of  the  charge  being  taken 
into  account  by  the  Lord  Ordinary  when  he  fixes  the 
remuneration  of  the  liquidator. 

The  other  Judges  concurred,  and  judgment  was  given 
accordingly. 


COURT  OF  SESSION. 


Second  DiYislon— Edinburgh. 


BeioM  tlie  Lord  Justice  Clerk  and  Lords  Btormonth- 

Darling  and  Low. 

February  23. 

R.  H.— The  national  Bank  of  Beotland  ¥. 

Archibald  Yeitch. 

CashCredit— Extent  of  Cautioner's  Liability— Right  to  Relief 
from  the  Debtor's  Estate. 

The  reclaimers  here,  the  National  Bank  of  Scotlind, 
Lim.,  were  the  respondents  in  an  action  of  suspension 
brought  by  Archibald  Veitch,  cattle  dealer,  Bellevue,  Jed- 
burgh, to  suspend  a  charge  at  the  instance  of  the 
respondents  to  make  payment  of  ;f  1,500,  the  amount  of  a 
cash  credit  bond  granted  by  the  late  William  Rutherford, 
cattlfs  dealer,  Hawick,  the  complainer,  and  Robert 
HmttoTy  Hawick,  in  1902.  Hunter  and  the  complainer 
wero  cautioners  for  Rutherford  in  the  bond  for  bank 
adTances  to  Rutherford  to  the  extent  of  ;f  1,500.  At  his 
death,  Rnthecford  was  indebted  to  the  bank  in  the  sum  of 
£sJ&2S'  s^^  ^  bank  had  recovered  ;f 3,903,  being. a  com- 
position of  13s.  4d.  in  the  £1  on  Rutherford's  estate.  The 
balaoce  of  Rutherford's  debt  still  remaining  due  was 
^1,951,  and  the  bank  claimed  that  the  complainer,  as  a 
caufti^ner,  was  Ixmiid  to  pay  the  full  amount  of  ;f  1,500 


for  which  he  undertook  liability  in  the  bond.  The  com- 
plainer, on  the  other  hand,  maintained  that  he  was  bound 
only  to  pay  ;^5oo  to  the  bank,  being  the  sum  of  ;f  1,500 
under  deduction  of  the  amount  of  the  composition 
recovered  from  Rutherford's  estaite  effeiring  to  that  sum. 
The  decision  of  the  case  depended  on  the  construction  of 
the  precise  obligation  undertaken  by  the  cautioners  in  the 
bond.  If  the  cautioners  undertook  to  pay  all  sums  for 
which  Rutherford  might  be  indebted  to  the  bank  with 
merely  a  limitation  of  the  extent  of  their  liability  to 
;f  1,500,  then  the  respondents  were  entitled  to  the  full  sum 
of  ;f  1,500.  If,  on  the  other  hand,  the  cautioner's  liability 
was  to  pay  a  debt  which  was  not  to  exceed  £i,Soo  in  a 
question  with  them,  then  if  they  paid  that  amount  they 
paid  the  debt  which  they  guaranteed  in  full,  and  were 
entitled  to  rank  in  relief  upon  Rutherford's  estate.  In  the 
Outer  House,  Lord  Salvesen  held  that  the  complainer  was 
not  liable  to  make  payment  of  any  sum  in  excess  of  the 
difference  between  the  sum  of  ;^i,5oo  contained  in  the 
bond  and  the  composition  received  by  the  respondents 
from  Rutherford's  estate.    The  respondents  reclaimed. 

The  Court  adhered  to  the  judgment  of  the  Lord 
Ordinary,  and  found  the  reclaimers  liable  in  expenses. 

Lord  Low  said  the  most  of  the  clauses  in  the  bond  were 
in  the  ordinary  terms  of  a  cash  credit.  But  the  respondents 
relied  mainly  on  a  clause  which  they  said  formed  a  cover- 
ing security  to  the  bank  against  any  ultimate  loss  that 
might  arise  on  the  transactions  of  Rutherford  with  the 
bank.  His  Lordship  was  of  opinion  that  tiiat  clause  was 
not  intendod  to  add  anything  to  the  obligation  undertaken 
in  the  preceding  clauses  in  the  bond.  The  latter  clauses 
had  enumerated  a  great  variety  of  ways  in  which  Ruther- 
ford had  become  indebted  to  the  respondents,  and  he  read 
the  clause  under  consideration  as  a  general  clause  intended 
to  bring  within  the  scope  of  the  bond  any  debt  of  Ruther- 
ford's which  might  not  fall  precisely  within  any  of  the 
enumerated  cases.  That  was  all  that  was  meant  by  the 
expression  "covering  security  "  upon  which  the  respon- 
dents laid  great  weight.  The  bond  was  to  cover  Ruther- 
ford's indebtedness  however  incurred,  but  the  extent  of 
the  indebtedness  which  the  cautioners  guaranteed  was  still 
to  remain  at  ;f  1,500.  His  Lordship  was  therefore  of 
opinion  that  the  complainer  would,  if  he  had  paid  the 
£i,Soo  to  the  respondents,  have  paid  in  full  the  debt 
which  he  had  guaranteed,  and  would  therefore  have  been 
entitled  to  come  in  the  respondents'  place  as  regarded  all 
the  remedies  open  to  them  for  the  recovery  of  the  debt. 
As,  however,  the  respondents  had  already  received  pay- 
ment of  the  composition  yielded  by  the  estate  upon  the 
whole  debt,  the  same  end  would  be  reached  if  the  com- 
plainer paid  to  them  the  difference  between  the  jf  1,500 
and  the  composition  of  13s.  4d.  in  the  £1  on  that  amous' 


800 


THE    ACCOUNTANT 


March  2,  1907. 


Edinburgh— Oater  Honse. 


Before  Lord  Johnston. 

February  20. 

Mote.— Liqaldator  Melville  Coal  Company,  Limited. 

Company  Liquidation— Liquidator's  Deliverance  Challenged— 
Landlord's  Claim  for  Preference  under  Lease  of  Minerals. 

This  liquidation,  which  comm«aced  as  a  voluntary  liqui- 
dation on  I  St  February  1906,  was  placed  under  the 
supervision  of  the  Court  on  21st  February  1906.  The 
Melville  Coal  Company  were  lessees  of  a  mineral  field 
under  Viscount  Melville  for  twenty-five  years  from 
Martinsnas,  1897,  at  a  fixed  rent  or  lordship  of  jfsoo  per 
annum  for  coal,  and  j^8  per  acre  for  ground  taken  for  the 
purpose  of  working  the  minerals.  At  the  same  time  the 
lessees  bound  themselves  at  the  expiry  of  the  lease  tc 
restore  the  ground  damaged  by  the  oj>erations  or  to  pay  for 
the  ground  unrestored  at  the  rate  of  ;^ioo  per  acre.  On 
3rd  March  1906  the  liquidator  intimated  to  I^rd  Melville 
"that  he  is  not  to  take  up  the  lease  between  the  landlord 
and  this  company,"  and  of  this  intimation  he  received  a 
bare  acknowledgment.  A  Sheriff  Court  petition  foi 
sequestration  of  the  company's  goods  and  effects,  in 
accordance  with  a  note  by  Lord  Melville,  was  granted. 
The  process  of  sequestration  was  necessary  in  order  to 
preserve  from  lapsing  the  petitioner's  hypothec  for  the  year 
to  Martinmas,  1905.  In  July  1906  Lord  Johnston  sanc- 
tioned the  liquidator  exposing  for  sale  the  subjects  coverai' 
by  Lord  Melville's  hypothec,  on  condition  that  Lord 
Melville's  claims,  secured  by  his  hypothec,  should  be  satis- 
fied out  of  the  proceeds  of  this  sale.  The  sale  took  place, 
and  realised  considerably  more  than  Lord  Melville's 
hypothec,  and  the  liquidator  received  the  proceeds.  The 
liquidator  pronounced  his  deliverances  on  the  claims 
lodged,  and  on  21st  December  1906  presented  a  note  for 
approval.  As  Lord  Melville  objected  to  the  liquidator's 
dealing  with  his  claims,  answers  were  lodged  to  this  note. 
His  claims  for  the  rents  covered  by  his  hypothec  were 
adjusted  at  ;fi,oo9  i8s.  yd.,  and  this  was  paid  from  the 
proceeds  of  the  sale.  A  further  preference  for  claims 
under  the  lease  to  the  amount  of  £72^  14s.  3d.  was,  how- 
ever, made. 

Lord  Johnston  sustained  the  liquidator's  deliverance  on 
Lord  Melville's  claim,  and  found  Lord  Melville  liable  for 
the  expense  of  discussing  his  objections  to  it.  His  Lord- 
ship pointed  out  that  for  this  sum  of  £7^  i4S*  3^*  ^^ 
liquidator  had  allowed  Lord  Melville  only  an  ordinary 
ranking,  which  the  latter  was  not  satisfied  to  accept.  He 
was  onable  to  sustain  this  claim  to  a  preference. 


Humour  in  the  Courts.—"  He  is  an  acoonntant,*'  said  a 
plaintiff's  agent  at  Wood  Green  County  Court  recently.  "  And 
when  I  say  accountant,"  he  continued,  '*  I  should  explain  that 
he  gets  his  living  by  advising  people  as  to  getting  redactions  in 
their  income-tax." 

The  Judge:  "Oh  I  " 


Xanit  Kate  of  iDfsconnt 
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Bitnet  from  AtuUHng,  by  Lawumck  R.  Dicksbk,  P.CA. 
(Pag$  190) 
Liemusd  Hom$$  pcetant  some  rather  special  features.  The  goodwill 
f>**j*M«g  to  the  license  gives  the  lease  or  freehold  of  licensed  premises 
ft  maikeC  vahie  greatly  in  excess  of  their  real  value  as  buildings.  To 
be  pcoporiyooasidered,  the  value  of  the  premises  and  the  license  must 
be  wpar^W-  The  former  should  be  depreciated  in  the  usual  way, 
leeving  the  license  alone  to  be  considered.  A  license  on  freehold  pre- 
nlsea  does  not  depreciate,  but  a  license  on  leasehold  premises  passes 
eway  with  die  premises  and  must  thereiixe  be  depreciated  like  a  lease. 
A  Hoeaae  may  at  any  time  be  lost— either  for  misconduct  or  for  no  rea- 
jm  fait  this  is  a  continteney  outside  the  scope  of  depreciation.  It 
^1  howeref.  be  provided  against  by  Ixj^nxance,  which  would  appeal 
^be  e  moet  pndent  ooorse  to  adopt. 

Pvlnn  paxtiealan  as  to  UOBISBB  DIBURIJIOB  apply  to- 

nm  UCEHBEB  INSUBINGE  GORPOBATIOH 

IHD  OUABANTEE  FUND,  Limited^ 

24  MOORQATE  STREET,  LONDOS 


M»cXwAt%  JftnsineM 


liicensed  Property. 


lasared  and  Loans  and  Debentures  on 
Licensed  Property  of  every  description  guaranteed. 

The  eepitaUsed  Value  of  the  QordwIII  of  a  Licensed  Buslnese 
Is  the  vefue  of  the  iioen^^,  and  may  he  estimated  upon  a  mere 
ateral  heels  If  the  lleenee  Is  Insured, 

LAMCI8HIRE  ASYLUMS  BOARD. 


APPOINTMENT  OF  AUDITOR. 
'pHE  Lancashire  Asylums* Board  desire  *the  services  of  a 
duly  qualified  Accountant  or  firm  of  Accountants   in 
private  practice,  to  audit  the  accounts  of  the  Board,  and  of 
the  Visiting  Committees  for  the  Asylums  under  the  control 
of  the  Boaid ;  to  attend  the  meetings  of  the  Finance  and 
General  Purposes  Committee  of  the  Board,  and  of  the  various 
Visiting  Committees  ;  and  generally  to  advise  on  matters  of 
expenditure  and  account. 
Particulars  of  the  duties  will  be  sent  on  application. 
The  appointment  will  be  for  three  years,  subject  to  termi- 
nation on  either  side,  on  the  31st  March  in  each  year,  by  six 
calendar  months*  notice  in  writing. 

An  applicant  for  the  position  must  send  in  an  application 
stating  the  inclusive  annual  sum  be  is  prepared  to  accept  for 
the  full  performance  of  the  duties,  and  including  all  out-of- 
pocket  expenses. 
Applications  must  be  addressed  to 
The  Clerk, 

Lancashire  Asylums  Board. 

County  Offices,  Preston, 
endorsed  **  Auditor,"  and  sent  in  on  or   before  the    i8th 
March  1907.  HARCOURT  E.  CLARE, 

County  Offices.  Preston.  Clerk  to  the  Board. 

$th  March  1907. 


Wheatley  Kirk,  Price  &  Co., 

(BSTAB1.1SHX0  1830) 
YALUERS,  AUCTIONEERS  &  ARBITRATORS 

OF    EVERY    DESCRIPTION^    OP 

WORKS,  PLANT,  MACHINERY,  k  STOCK. 


PERIODICAL  VALUATIONS  AT  SPECIAL   RATEM. 

ANNUAL    INSPECTIONS     FON    DEPRECIATION. 

SALES  OF  WORKS  BY  PRIVATE  TREATY. 

PAKTNERSNIFS    IN    ENOINEERINO    PROFESSION    ARMANOm^ 


46   Watling    Street,    London,  E.a 

smd   ALBERT   SQUARE,    MANCHESTER. 
TfeLXPROMB  5,077  Bank.      Tblkoraiis— "  INDICES,  LONT30N.' 

Bstd.    1821. 

GUARDIAN 

ASSURANCE    COMPANY,     Limited. 


FIRE,' [LIFE,    ACCIDENT, 

AND     BURGLARY     INSURANCE 


Loans  and  Purchases  of  Life  Interests  and  Reversions. 


Total  Funds  over  £6,000,000. 

Head  Oppicb:-11    LOMBARD    STREET,    LONDON, 
Law  Courts   Branch  :— 21    FLEET  STREET. 


Xea^fn^  Brtfclee. 


The  Cardiff  Tramway  Finances. 


T  T  will  probably  be  remembered  that  we  drew 
^  attention  some  little  time  since  to  the  fact 
that  the  Cardiff  Corporation  was  making  no 
provision  for  the  depreciation  of  the  assets  of 
its  tramway  undertaking,  and  that  the  amount 
actually  spent  upon  maintenance  and  repairs 
was  so  very  much  less  than  the  provision 
included    in    ihe    estimates    as    to    raise 
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serious  doubt  as  to  whether  x  even  ordinary 
current  wear  and  tear  was  beine:  duly  provided 
for  out  of  revenue. 

Notwithstanding  these  questionable  methods 
of  finance,  the  excess  of  income  over  expendi- 
ture for  the  year  1903-4  was  but  :f 5,318 ;  for 
1904-5  it  had  fallen  as  low  as  ;f  20 ;  and  in 
1905.6  it  was  :f3,4ii.  These  fluctuations  are 
typical  of  the  fluctuations  that  must  be  normally 
expected  when  the  hand-to-mouth  policy  is 
pursued  of  'charging  only  actual  payments 
against  revenue,  instead  of  charging  each  year 
with  its  fair  proportion  of  the  aggregate  sum 
that  will  have  to  be  paid  out  over  a  more 
extended  period.  But  if  any  further  evidence 
were  needed  to  convince  the  impartial  observer 
that  the  above  figures  in  no  sense  represented 
the  true  financial  result  of  the  working  of  the 
Tramways  Department,  it  is  provided  by  the 
report  presented  a  short  time  ago  to  the  Cardiff 
Electric  Lighting  and  Tramways  Committee  by 
Mr.  John  Allcock,  F.S.A.A.,  the  new  City 
Treasurer. 

Mr.  Allcock  reports  that  the  Capital 
Expenditure  of  this  department  at  the  present 
time  amounts  to  :f 732,743  6s.  iid.,  and  the 
Reserve  Fund  to  ;f  9,721,  the  department  having 
been  in  existence  some  five  years.  The  Capital 
Expenditure  has  been  provided  by  loans  made 
up  as  follows  : — 

Repayable  in  60  years 

..  25      „ 


;f28,I58.. 

456.931 . . 

38,228.. 
124,108.. 

«5,3i8.. 


20 
15 


With  regard  to  the  longer  period  loans,  it  is 
thought  that  no  special  provision  for  depreci- 
ation is  required,  but  it  is  pointed  out  that  the 
expenditure  on  the  track  is  covered  by  loans 
sanctioned  for    thirty    years,   and  that  it    is 


generally  admitted  that  the  tram  lines  will 
have  to  be  entirely  replaced  with  new  work  in 
fifteen  years  from  the  time  of  construction — 
in  ten  years  from  the  present  date.  If  this 
point  is  conceded,  says  Mr.  Allcock  in  his 
report,  it  follows  that  the  provision  for 
Sinking  Fund  is  inadequate,  and  that  a 
further  sum  should  be  set  aside  which, 
when  added  to  the  accumulated  Sinking  Fund 
contributions,  will  provide  a  sufficient  sum  to 
renew  the  track  when  such  work  becomes 
necessary.  In  1904  the  City  Engineer  expressed 
the  opinion  that,  after  taking  credit  for  old 
materials  that  might  be  re-used  or  sold,  the 
reconstruction  woufd  cost  ;f 4,000  per  mile  of 
single  track.  Upon  this  basis  the  total  cost 
would  be  ;f  120,000.  Mr.  Allcock  points  out 
that  a  Sinking  Fund  for  the  accumulation  of 
;f  120,000  at  the  end  of  thirty  years,  based  on  the 
3  per  cent,  tables,  would  amount  to  ;f 46,91 2 
at  the  end  of  fifteen  years,  leaving  3^73,088 
of  the  loan  still  to  be  paid  off;  and  this  balance 
or  difference,  as  he  points  out  in  unmistakable 
terms,  will  be  required  to  be  provided  for  by 
means  of  a  Depreciation  or  Reserve  Fund. 
Taking  into  account  the  existing  Reserve  of 
;f 9,721,  there  remains  a  deficiency  of  ;f63,367 
to  be  met  in  ten  years'  time,  which — even  assum- 
ing that  3^  per  cent,  could  be  obtained  during 
the  whole  of  that  period — necessitates  a  sum  of 
;f  5,402  per  annum  being  provided  for  the  next 
ten  years,  either  out  of  tramways  revenue  or  out 
of  city  rates  ;  and  he  accordingly  recommends 
that  a  sum  of  ;f5,5oo  be  provided  as  a  first 
instalment  in  the  year  ending  March  1908. 

It  will  thus  be  seen  that  Cardiff,  which  for 
many  years  past  has  enjoyed  an  unenviable 
reputation  with  regard  to  its  municipal  finances, 
is  apparently  to  have  the  further  distinction 
thrust  upon  it  of  being  one  of  the  first  local 
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authorities  to  be  actually  compelled  to  set  its 
house  in  order,  and  to  face  a  serious  deprecia- 
tion problem,  the  existence  of  which  it  has 
consistently  scouted  in  the  past.  The  rate- 
payers are  lucky  in  enjoying  the  services  of  so 
experienced  a  municipal  officer  as  Mr.  Allcock, 
or  possibly  the  seriousness  of  the  situation 
might  not  have  occurred  to  them  until  some 
ten  years  hence,  when  the  necessity  for  relaying 
the  permanent-way  became  patent  to  all.  In 
the  meantime,  however,  they  have  to  face  the 
fact  that  instead  of  the  profits  claimed  to  have 
been  made  during  the  past  three  years,  each  of 
those  years  has  actually  shown  a  loss — 1903-4 
a  loss  of  some  jf  180 ;  1904-5,  a  loss  of  ;f  5,480  ; 
1905-6  a  loss  of  ;f  2,090.  The  difference  between 
the  results  claimed  and  the  true  facts  represents 
approximately  an  addition- of  lid.  in  the  £  on 
the  rates ;  and  this  must  apparently  be  provided 
for  by  an  increase  of  rates,  or  by  improvements 
in  the  tramway  management  which  will  enable 
the  undertaking  to  be  run^  in  the  future  upon 
such  lines  as  to  show  something  approximating 
to  the  profit  that  was  earned  by  the  Provincial 
Tramways  Company,  Lim.,  before  the  under- 
taking was  municipalised.  It  may  be  pointed 
out,  moreover,  that  although  Mr.  Allcock's 
suggestion  of  spreading  the  leeway  over  the 
next  ten  years  is  probably  the  most  practicable 
one  to  make  at  the  present  time,  it  does  not 
really  put  matters  straight  forthwith.  A  sum 
of  about  £"3,600  per  annum  ought  to  have  been 
set  aside  during  the  last  five  years — that  is  to 
say,  the  contributions  towards  Reserve  Fur  d 
(so-called)  ought  to  have  been  at  least  twice  as 
much  as  they  have  actually  been  ;  and  because 
an  unsound  financial  policy  has  been  pursued 
in  the  past  the  ratepayers  for  the  next  ten  years 
will  have  to  pay  "  through  the  nose,"  contribu- 
ting some  60  per  cent,  more  than  their  proper 


quota  towards  the  depreciation  of  tramways  to 
make  up  for  the  deficiencies  of  the  past  five 
years,  and  for  the  interest  lost  on  the  non- 
existent instalments. 

The  Committee  has  tided  over  the  niatter 
for  the  moment  by  referring  Mr.  Allcock's 
report  to  the  Tramways  Manager  and  to  the 
City  Engineer  for  their  consideration;  but 
sooner  or  later  the  situation  will  undoubtedly 
have  to  be  tackled,  and  the  longer  it  is  left  the 
more  serious  will  it  become. 

It  is  significant,  moreover,  that  these  same 
points  arise  in  connection  with  the  Corpora- 
tion's electric  lighting  undertaking,  although 
Mr.  Allcock  proposes  to  postpone  their  con- 
sideration for  another  year,  as  the  question  of 
depreciation  of  this  undertaking  is  ''not  so 
pressing"  as  in  connection  with  the  tramways. 
Doubtless  he  has  gone  sufficiently  fully  into 
the  matter  to  satisfy  himself  as  to  the  accuracy 
of  this  statement;  but  it  should  not  on  that 
account  be  supposed  that  the  proper  provision 
for  depreciation  of  the  electric  lighting  under- 
taking is  not  a  matter  of  equal  importance. 
It  may  not  be  imperative  that  it  should  be 
dealt  with  and  settled  upon  a  satisfactory  basis 
in  order  to  provide  the  moneys  necessary  for 
an  expenditure  which  it  is  known  will  have  to 
be  incurred  so  soon  as  ten  years  hence,  but  the 
question  of  principle  involved  must  be  the 
same  with  both  departments.  The  longer  the 
accounts  are  kept  upon  radically  unsound 
principles  the  greater  will  be  the  sacrifices 
that  ratepayers  will  have  to  make  at  some 
later  stage  in  order  to  put  matters  straight. 


Trustees  under  Deeds  of  Assisfnment. 


HTHE   Registrar  of    the    Blackpool    County 

^      Court  gave  a  considered  decision  on  the 

20th  ult.,  in  the  case  oi  Potter  v.  Sheard,  which 

deals  with  a  matter  of  considerable  interest  to 
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the  profession.  The  decision  is,  of  course, 
no  precedent,  but  there  seems  to  be  little  fault 
to  be  found  with  it  as  a  ruling  upon  a  point  of 
law,  while  its  effect  will  undoubtedly  be  far- 
reaching. 

The  circumstances  arose  in  this  way:  On  the 
2ist  December  last  Mr.  John  Pickering,  a 
grocer,  executed  an  assignment  for  the  benefit 
of  creditors  in  favour  of  Mr.  John  Potter,  an 
Incorporated  Accountant.  Among  the  debtors 
of  the  estate  was  Mr.  Albert  Sheard,  the 
defendant  in  the  present  proceedings,  who, 
upon  being  applied  to  for  the  amount  due  from 
him,  had  replied  through  his  solicitors  offering 
payment  immediately  on  the  expiration  of  three 
months  from  the  date  of  the  deed.  Upon 
receipt  of  this  intimation  it  was  stated  that  the 
plaintiff  at  once  issued  a  summons  for  the 
amount  he  claimed  to  be  owing.  In  giving  his 
decision  the  learned  Registrar  stated  that  the 
question  at  issue  was  as  to  whether,  in  view  of 
the  decision  of  the  Court  of  Appeal  in  Davies  v. 
Petrie,  the  plaintiff  had  taken  his  proceedings 
prematurely,  and  should  have  waited  three 
months  to  see  whether  any  bankruptcy  pro- 
ceedings were  commenced  in  that  time  ;  for,  if 
they  were,  the  defendant  might  have  to  pay 
again  to  the  trustee  in  bankruptcy.  He  held 
that  the  effect  of  this  decision  was  that  although 
on  the  face  of  it  the  deed  executed  by  Mr. 
Pickering  on  the  21st  December  last  was  in 
all  ways  a  good  and  valid  deed,  yet  it  did  not 
give  the  trustee  an  absolute  title  to  the  real  and 
personal  estate  assigned.  It  was  not  absolute 
because  by  Section  43  of  the  Bankruptcy  Act, 
1883,  if  a  bankruptcy  petition  were  presented 
within  three  months  of  its  execution,  the  deed 
of  assignment  would  become  void  as  against 
the  trustee  in  bankruptcy,  which,  of  course, 
would  clearly  show  that  the  title  of  the  trustee 


under  the  deed  had  gone.  Of  course,  in  the 
event  of  bankruptcy,  provided  the  trustee  under 
the  deed  duly  accounted  for  all  the  assets  of 
the  bankrupt  received  by  him,  a  debtor  of  the 
estate  making  payments  to  the  trustee  under 
the  deed  would  run  no  risk.  But  if  the  trustee 
under  the  deed  did  not  duly  account  to  the 
trustee  in  bankruptcy,  then  a  debtor  making  a 
payment  to  the  trustee  under  the  deed  would 
be  liable  to  be  sued  by  the  trustee  in  bankruptcy 
for  payment  again  of  the  same  debt.  As  Lord 
Justice  MouLTON  pointed  out  in  his  judgment 
in  the  case  referred  to,  a  debtor  to  the  estate 
who  makes  a  payment  to  the  trustee  under  the 
deed  makes  it  to  the  wrong  person,  and  is  liable 
to  be  sued  by  the  trustee  in  bankruptcy.  Under 
these  circumstances,  and  bearing  in  mind  that 
the  three  months'  interval  would  not  expire 
until  the  21st  inst.,  the  learned  Registrar  held 
that  the  plaintiff  had  not  under  the  deed  a  good 
title  to  sue  or  receive  money  owing  to  the  estate. 
He  must  wait  until  the  three  months  had 
expired.  Under  these  circumstances  he  directed 
a  non-suit,  and  allowed  the  defendant  his  costs. 
This  decision  follows  strictly  the  lines  that 
we  foreshadowed  when  commenting  at  the  time 
upon  the  decision  in  Davies  v.  Petrie.  It  has 
for  all  practical  purposes  the  effect  of  making 
deeds  of  assignment  valueless,  in  that  it  makes 
it  impossible  for  the  trustee  to  take  effective 
steps  for  the  preservation  of  the  estate  until 
after  an  interval  of  three  months  has  elapsed. 
If  persons  owing  money  to  insolvent  debtors 
were  always  themselves  in  a  perfectly  sound 
financial  position,  a  delay  of  three  months  in  the 
collection  of  book  debts  would  not  be  serious. 
Under  normal  conditions,  however,  it  is  safe 
to  assume  that  such  a  delay  must  in  all  cases 
result  in  considerable  losses  ;  and,  of  course,  it 
greatly  detracts   from   the   efficiency   of  such 
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arrangements  generally,  as  increasing  by  the 
full  period  of  three  months  the  time  that  must 
necessarily  elapse  before  creditors  can  expect 
to  receive  a  dividend. 

It  is  to  be  hoped  that  the  Committee  on 
Bankruptcy  Law  Amendment  will  see  its  way  to 
consider  this  matter,  and  to  make  such  recom- 
mendations as  may  provide  a  way  out  of  the 
difficulty.  It  is  an  absurdity  that,  solely  on 
account  of  a  legal  technicality,  the  most  effec- 
tive means  of  realising  an  insolvent  estate 
that  is  worth  realising  should  be  rendered 
impracticable.  All  that  is  necessary  is 
that  trustees  under  deeds  of  arrangement 
should  be  placed  under  proper  control,  and 
required  to  provide  guarantees,  and  that 
persons  making  payments  to  such  trustees 
should  be  expressly  protected  against  sub- 
sequent claims  by  the  trustee  in  bankruptcy. 
There  would  be  no  technical  difficulty  in 
providing  this,  for  obviously  all  that  is  needed 
is  that,  in  the  event  of  bankruptcy,  the  trustee 
under  the  deed  should  in  all  cases  be  deemed 
to  be  the  agent  of  the  bankruptcy  trustee ;  and, 
where  reasonable  steps  have  been  taken  to 
secure  that  only  proper  persons  become  trustees 
under  deeds,  there  could  be  no  possible 
objection  to  this. 


The  Form  of  Company  Accounts. 


TN  our  issue  of  the  3rd  November  last 
we  dealt  at  some  length  with  a  question 
that  had  been  raised  by  a  correspondent 
in  our  issue  of  the  previous  week  as  to 
the  propriety  of  a  company  whose  preference 
dividends  were  in  arrear  charging  against 
revenue  large  sums  provided  annually  for 
the  redemption  of  debentures.  We  expressed 
the   view  that   the   pro  forma  Balance   Sheet 


then  submitted  did  not  correctly  disclose 
the  true  position  of  the  undertaking,  in  that 
it  showed  an  adverse  balance  on  Revenue 
Account  of  3^31,402,  whereas  apparently  the 
true  position  of  affairs  was  that  the  undivided 
profits  to  date  were  £49,038,  and  that  the 
whole  of  these  profits,  together  with  3^31,402 
borrowed  moneys,  had  been  applied  towards 
the  redemption  of  debenture  bonds. 

Recently  a  correspondent  has  forwarded  us 
the  accounts  of  the  Chicago  and  North- West 
Granaries  Company,  Lim.,  for  the  years  1904-5 
and  1905-6,  which  he  states  are  the  accounts  of 
the  company  referred  to  by  our  correspondent  of 
October  last.  The  figures  contained  in  these 
accounts  are  not  identical  with  those  shown  in 
the  pro  formd  accounts  on  p.  505  of  Volume 
XXXV.,  but  they  are  sufficiently  near  to 
establish  a  connection  between  the  two  sets 
of  figures. 

It  is  of  interest  to  observe  that  the  accounts 
for  1905-6,  which  were  issued  after  our  article 
of  November  last  appeared,  have  made  certain 
some\vhat  important  concessions  on  the  prin- 
ciples to  which  we  then  directed  attention ;  but 
we  very  much  question  whether  these  modifica- 
tions are  likely  to  assist  the  average  share- 
holder in  arriving  at  a  clearer  conception  of 
the  facts.  In  the  1904-5  accounts  the  so-called 
Debenture  Sinking  Fund  was  stated  at 
£80,878,  and  the  description  was  misleading, 
in  that  £80,440  had  been  already  applied 
towards  the  repayment  of  debentures,  and  that 
thus  there  only  existed  a  Sinking^  Fund  in 
respect  of  the  odd  £438.  This  error  has  been 
corrected  in  the  accounts  for  1905-6;  but, 
instead  of  the  amount  of  debentures  paid  off 
out  of  profits  appearing  as  a  clear  and  distinct 
item  on  the  liabilities'  side  of  the  Balance 
Sheet,  the  Revenue  Account  is  still  charged 


306 


THE    ACCOUNTANT 


March  9,  1907. 


with  capital  sums  for  the  repayment  of 
debentures.  Matters  are  made  worse  by  the 
circumstance  that,  as  this  item  is  added  to  the 
interest  on  debentures,  it  is  absolutely  impos- 
sible to  arrive  at  any  clear  impression  as  to  the 
true  balance  on  Revenue  Account  for  the  year, 
or  as  to  the  amount  of  undivided  profit  accrued 
up  to  date.  The  accounts  show  an  adverse 
balance  on  Revenue  Account  to  the  31st  July 
1906  of  ;f 39,3 19  ;  but  unquestionably  this 
balance  does  not  represent  the  aggregate  result 
of  the  company's  operations  on  Revenue 
Account  to  date,  because  (as  we  have  already 
stated)  an  undisclosed  amount  applied  towards 
the  repayment  of  debentures  has  been  debited 
to  revenue,  although  it  is  clearly  a  capital 
charge. 

The  position  is  further  obscured  in  the 
1905-6  Balance  Sheet  by  the  capital  assets 
being  written  down  by  £90,200,  apparently  for 
no  better  reason  than  because  that  amount 
has  been  paid  off  debentures  to  date.  There 
may,  of  course,  be  many  reasons  why  it  is 
desirable  that  these  assets  should  not  perma- 
nently figure  in  successive  Balance  Sheets  at 
cost  price,  but  there  can,  so  far  as  we  are 
aware,  be  no  good  reason  for  writing  them 
down  in  so  arbitrary  and  illogical  a  manner. 
We  do  not,  of  course,  suggest  that  if  a  com- 
pany is  in  the  position  that  it  is  obliged  to  pay 
off  debentures  at  the  rate  of  something  like 
ten  thousand  pounds  per  annum  it  ought 
still  to  pay  a  dividend  on  its  preference 
shares  if  such  a  dividend  could  only  be 
paid  at  the  cost  of  borrowing  money  in 
another  quarter.  We  do  suggest,  however, 
that  when  the  financial  position  of  a  com- 
pany is  steadily  improving  from  year  to  year, 
and  when  that  company  is  clearly  making 
substantial    profits     on     Revenue    Account, 


its  published  accounts  ought  not  to  be  so 
framed  as  to  show  a  serious  and  increasing 
debit  balance  on  revenue.  Accounts  so  framed 
are  calculated  to  suggest  that  the  shares  of  the 
company  are  worth  little ;  whereas,  so  far  as  one 
can  judge  from  the  published  accounts,  the 
debentures  will  be  entirely  paid  off  in  another 
couple  of  years  or  so,  and  then  a  steady  income 
of  several  thousand  pounds  per  annum  will  be 
available  to  pay  arrears  on  the  8  per  cent, 
cumulative  preference  shares  which  have  been 
piling  up  for  the  last  ten  years.  If  the  object 
of  publishing  accounts  is  to  convey  to  the 
average  shareholder  a  reasonably  clear  idea  of 
the  value  of  his  holding,  it  must  be  admitted 
that  this  company  has  been  singularly  unsuc- 
cessful in  achieving  that  object,  and  one  must 
confess  to  some  surprise  that  the  auditors  have 
not  thought  it  necessary  to  comment  upon  the 
matter.  The  alterations  made  in  the  1905-6 
accounts  suggest  that  the  force  of  the  argu- 
ments we  put  forward  in  November  last  has 
been  at  least  to  some  extent  conceded,  but 
the  steps  that  have  been  taken  to  meet  our 
objections  can,  we  think,  only  be  regarded 
as  inadequate. 


Meefili?  Hotes^ 


.^   .  The  fifty-third  annual  meeting  of  the 

PtrmaiiMit  members  of  the  Temperance  Permanent 
BnUdiiK  Soolety.  Building  Society  was  held  on  the  27th 
ult.,  when  the  directors*  report  and  accounts  for  the 
year  ended  the  31st  December  last  were  submitted  and 
approved.  These  show  an  increase  of  )Ci, 116,657  in 
the  paid-up  share  capital,  and  of  ;f  12,901  in  the 
deposits.  During  the  year  ;f436,i8i  was  advanced  on 
mortgage,  the  total  outstandings  at  the  end  of  the  year 
being  ;f2,oi2,i42,  exclusive  of  )£'3,273  due  on  properties 
in  possession,  and  )£'467  on  one  mortgage  where  the 
repayments  are  upwards  of  twelve  months  in  arrear. 
Consob  to  the  amount  of  £^30,000  are  valued  at  86,  and 
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other  stocks  at  equally  conservative  rates.  After  pro- 
viding for  a  dividend  of  si  per  cent,  on  the  original 
shares,  and  the  maximum  4  per  cent,  on  subsequent 
issues,  there  remains  a  balance  of  ;f  6,130  to  be  carried 
to  Reserve,  bringing  the  Reserve  Fund  up  to  ;f  123,287. 


flM  loFth  Brittih  From  a  circular  recently  issued  to  its 
ttBd  Mwoaattto 

Inwimim        agents  by  the  North  British  and  Mer- 

Oompany.  cantile  Insurance  Company,  we  gather 
that  this  well-known  company  has  recently  established 
a  department  for  insurances  under  the  Workmen's  Com- 
pensation Act,  1906.  It  is  only  a  short  time  compara- 
tively since  burglary  risks  were  undertaken,  and  the 
simple  form  of  policy  employed  and  the  other  advan- 
tages offered  will  doubtless  ensure  a  consideral^le 
increase  to  the  company's  revenue  as  arising  from  the 
business  of  this  department. 

r  and  It  was  stated  at  a  meeting  of  the 
Halifax  Chamber  of  Commerce,  held 
a  short  time  since,  that  it  was  not  usually  known  in  the 
district  that  manufacturers  were  entitled  to  allowances 
for  obsolescence  of  machinery  for  income-tax  purposes. 
It  was  pointed  out  that  expenditure  upon  repairs  may 
be  claimed  as  a  deduction,  and  a  further  allowance  for 
obsolescence  may  be  claimed  in  respect  of  old 
machinery  replaced  by  new.  Thus,  upon  the  introduc- 
tion of  more  modem  machinery  into  a  factory,  no 
objection  can  be  taken  to  the  allowance  of  a  deduction 
from  the  assessable  profits  of  the  year  of  so  much  of 
the  cost  of  replacement  as  was  represented  by  the 
existing  value  of  the  machinery  replaced.  Any  excess 
in  the  cost  of  the  new  machinery  over  the  actual 
present  value  of  the  old  replaced  machinery  is,  of 
course,  an  addition  to  the  capital  of  the  business,  and 
no  deduction  can  be  claimed  in  respect  thereof.  It 
was  mentioned  that,  although  the  order  dealing  with 
the  matter  has  been  in  operation  since  1897,  Q"  claims 
on  account  of  obsolescence  had  been  made  in  the 
Haliiaz  district— a  statement  which  certainly  gives 
colour  to  the  suggestion  that  the  provisions  are  not 
generally  known  or  understood. 


llM  tmm  Uft  '^^  eighty-third  annual  report  of  the 
Law  Life  Assurance  Society  for  the 
year  ended  31st  December  1906  has 
now  been  issued.  As,  however,  it  does  not  follow  the 
UBual  practice  of  comparing  the  results  of  the  current 


with  the  preceding  year,  it  is  impossible  to  gather  what 
progress  (if  any)  is  being  made  by  the  society.  It 
appears,  however,  that  the  net  new  business  on  516 
policies  was  ;{ 545,379,  producing  single  premiums  of 
;f  5»03i,  and  annual  premiums  of  jf  17,329.  The  total 
net  premium  income  for  the  year  was  ;^286,o62,  which, 
it  is  stated,  is  ;f2,585  more  than  the  corresponding 
figure  of  1905.  The  interest  yielded  by  the  society's 
funds  was  at  the  rate  of  £4  6s.  3d.  per  cent.,  without 
deduction  for  income-tax — an  unusually  high  figure, 
while  the  expenses  of  management  represent  ;£'ii  17s. 
per  cent,  on  the  premium  income.  The  accounts  have 
been  audited  by  Mr.  G6rard  van  de  Linde,  F.C.A.,  and 
Mr.  Walter  F.  Wiseman,  F.C.A.,  whose  certificate  and 
report  is  of  the  usual  form  rendered  necessary  by  the 
Companies  Act,  1900.  Inasmuch,  however,  as  the 
society  is  stated  to  have  been  established  in  1823,  ^^  ^^ 
not  altogether  clear  why  this  form  should  be  con- 
sidered necessary. 


-^    ^  X     .         Accordmg  to  the  evidence  heard  at  the 
The  Detaotlon  ^      ^^  ,  .  . 

of  Fraud.        Mansion  House  a  short  time  since  on  a 

charge  of  larceny  and  falsification  of  accounts,  which 

resulted  in  the  defendant  being  committed  for  trial,  it 

was  stated  that  since  1885  the  defendant  had  been  in 

the  service  of  the  prosecutors  as  chief  accountant  and 

bookkeeper,  and  had  entire  charge  of  their  banking 

account.    For  some  years  a  firm  of  accountants  had 

been  employed  to  audit  the  books,  but  apparently  they 

did  not  compare  the  paying-in  counterfoils  with  the 

Pass  Book.     Recently  another  auditor  was  called  in 

and  he  at  once  made  discoveries  which  led  to  the 

present  prosecution.     Assuming  the  facts  to  be  as 

stated,  this  draws  attention  to  the  importance  of  the 

Bank  Pass  Book  being  checked  in  detail,  and  to  the 

inadequacy  of  relying  solely  upon  the  fact  that  the 

balances  of  the  two  books  agree  at  the  end  of  the 

year.    The  defendant  referred  to  pleaded  Guilty  at 

the  Central  Criminal  Court  on  the  25th  ult.,  and  was 

sentenced  by  the  Recorder  to  15  months'  imprisonment 

with  hard  labour. 


For  21   years  Mr.  Arthur  E.  Piggott, 
A  ProMiitatioii 
at  ManohMter.    F.S.A.A.,  has  held  the  post  of  Hon. 

Secretary  of  the  Manchester  and  District  Society  of 

Incorporated  Accountants,  and  his  fellow    members 

have  recently  signified  their  recognition  of  his  services 

and  their  personal  esteem  by  presenting  him  with  a 

gold  watch  and  chain  and  an  enamelled  seal  pendant, 
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in  commemoration  of  the  event.  Mr.  Piggott  is  well 
known  in  Manchester  business  circles,  and  is  the 
secretary  of  various  trade  organisations. 


Jodlolal  ChangAB. 


The  vacancy  caused  in  the  personnel  of 


the  Supreme  Court  by  the  death  of 
Lord  Davey  has  been  filled  by  the  appointment  of  the 
Rt.  Hon.  Sir  R.  Henn  Collins  to  be  a  Lord  of  Appeal 
in  Ordinary.  Sir  Richard  was  called  to  the  Bar  in 
1867,  raised  to  the  Bench  in  1891,  and  promoted  to 
Lord  Justice  of  Appeal  in  1897.  Four  years  later  he 
became  Master  of  the  Rolls,  which  post  will  now  be 
filled  by  the  promotion  of  Sir  Herbert  Cozens- Hardy, 
who  became  a  Judge  of  the  High  Court  in  1899,  and 
two  years  later  became  a  Lord  Justice  of  Appeal. 
These  appointments  are  excellent  in  every  way,  and 
the  House  of  Lords  in  particular  will  gain  an  accession 
of  strength  as  the  result. 


^   ,  ^      His  Honour  Judge  Woodfall  stated  in 

The  Law  at  to  jo 

Oaaraotaei.       the  Westminster  County  Court  a  short 

time  since  that  a  new  point  in  connection  with  the  law 
relating  to  guarantees  had  arisen,  and  he  accordingly 
gave  leave  to  appeal  against  his  decision.  The  facts 
were  that  a  creditor,  having  obtained  judgment  against 
a  debtor,  and  an  order  for  payment  by  instalments,  had 
sued  the  debtor's  guarantor  for  the  amount,  although 
there  bad  been  no  default  in  the  payment  of  the 
instalments  directed  by  the  order  of  the  Court.  His 
Honour  held  that  under  the  circumstances  the  creditor 
had  no  cause  of  action  against  the  guarantor;  but, 
while  one  appreciates  the  difficulties  and  the  novelty 
of  the  position,  it  must  be  admitted  that  an  order  to 
pay  by  instalments,  even  while  it  is  being  complied 
with,  is  not  precisely  the  same  thing  as  payment,  and 
the  guarantor  has  presumably  made  himself  liable  to 
pay  in  the  event  of  payment  not  being  recovered  from 
the  principal  debtor.  The  point  is  certainly  one  that 
ought  to  be  covered  by  a  High  Court  decision,  but  it 
of  course  yet  remains  to  be  seen  whether  the  parties 
to  this  particular  action  will  be  sufficiently  public- 
spirited  to  provide  one  for  the  benefit  of  the  community 
at  their  own  personal  expense. 


The  Auoclatlon  of  '^^^  Committee  of  Selection,  appointed 
Manlclpal        to    fill    the    vacancy    caused    in    the 
Corporationi.      Presidency  of  the  Association  of  Muni- 
cipal Corporations  by   the  resignation  of  Sir  James 


Woodhouse,  has  nominated  for  the  post  the  present 
Vice-President,  Mr.  J.  S.  Harmood-Banner,  F.C.A., 
M.P.,  and  has  suggested  Mr.  A.  H.  Scott,  M.P.,  for 
the  Vice- Presidentship.  The  nominations  will  be  sub- 
mitted to  a  general  meeting  of  the  Association  to  be 
held  on  the  i8th  prox. 


Manlclpal  TradiDg  By  forty-two  votes  to  two  the  Bath 
at  Bath.  Town  Council,  at  their  meeting  on  the 

26th  ult.,  resolved  to  sell  the  Council's  electric  lighting 
undertaking  to  a  syndicate  on  terms  which,  it  was 
stated,  would  provide  them  with  a  net  profit  of  between 
forty  thousand  pounds  and  fifty  thousand  pounds.  It 
will  be  interesting  to  follow  the  fortunes  of  the  under- 
taking during  the  next  few  years,  with  a  view  to  seeing 
whether,  and,  if  so,  how,  a  proprietary  company  can 
afford  to  pay  a  handsome  bonus  upon  taking  over  a 
municipal  trading  department  and  then  produce  a  ' 
better  return  upon  the  capital  employed  than  was 
formerly  secured. 


The  Retirement  of  His  Honour  Judge  Collier,  who  has 
Jodge  Collier,  recently  resigned  his  position  as  Judge 
of  the  Liverpool  County  Court,  was  the  senior  member 
of  the  County  Court  Bench,  having  occupied  that 
position  for  thirty-three  years,  during  which  time  his 
relations  with  the  profession  and  with  the  public  were 
always  of  the  best.  The  appointment  of  a  successor 
rests  with  the  Chancellor  of  the  Duchy  of  Lancaster, 
the  Right  Hon.  Sir  Henry  Fowler.  The  distinction  of 
being  the  senior  County  Court  Judge  now  belongs  to 
his  Honour  Judge  Bacon,  who  has  been  on  the  Bench 
for  twenty-eight  years. 


_..   -     ...  ..       We  understand  that   Lord   Loreburn 
The  Conttltotlon 
of  the  Court  of    has  introduced  a  Bill  into  the  House  of 

Appeal.  Lords  providing  that,  with  the  consent 

of  the  Lord  Chancellor,  any  division  of  the  Court  of 
Appeal  may  consist  of  two  Judges  of  that  Court  silting 
together,  instead  of  three.  The  plan  may  possibly 
have  the  effect  of  helping  to  reduce  the  excessive 
arrears  now  awaiting  the  decision  of  the  Appeal  Court, 
but  in  every  other  respect  it  seems  likely  that  the 
results  would  be  most  unsatisfactory.  Nothing  could 
be  more  inconclusive  than  the  decision  of  a  Court  con- 
sisting of  two  Judges  where  the  Judges  differ,  and  the 
decision  of  the  senior  Judge  thus  becomes  the  decision 
of  the  Court.  This  very  fact  has  recently  been  recog- 
nised in  connection  with  the  Divisional  Court,  which 
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now,  as  a  rule,  consists  of  three  Judges  instead  of  two. 
It  may  be  pointed  out,  moreover,  that  the  personnel  of 
the  Court  of  Appeal  is  at  the  present  time  not  particu- 
larly strong,  and  that  this  is  therefore  a  most  unfavour- 
able  time  for  reducing  the  strength  of  a  division. 


A  Gold  BeMFYA     An     interesting    suggestion    for    the 
SdMine.  formation  of  a  gold  reserve  has  been 

made  by  Mr.  A.  H.  Gibson,  F.C.A.,  in  the  columns  of 
The  Financial  News,  His  suggestion  strikes  us  as  highly 
ingenious,  but  as  our  readers  will  doubtless  prefer  to 
peruse  it  in  Mr.  Gibson's  own  words,  we  reproduce 
them  from  the  columns  of  our  contemporary  as 
follows : — 

**  There  is  a  method  whereby  our  currency  gold 
reserve  may  be  augmented  and  sustained  by  some 
;^30.ooo,ooo  or  /6o,ooo.ooo  without  any  direct  expense 
to  the  banks.  As  many  people  are  doubtless  aware, 
the  average  total  face  value  of  cheques  in  circulation 
is  somewhere  between  /6o,ooo,ooo  and  ;f8o,ooo,ooo. 
At  the  time  of  the  passing  of  the  Act  of  1844  this 
enormous  expansion  in  the  use  of  cheques  was  entirely 
unforeseen  ;  joint-stock  banks  were  in  their  infancy,  and 
the  framers  of  the  Act  imagined  that  the  Bank  of 
England  note  was  destined,  along  with  actual  coin,  to 
be  the  main  currency  at  all  times.  They  thought  that 
the  expense  of  providing  a  national  gold  reserve  would 
always  be  indirectly  met  by  the  holders  of  the  notes. 
The  '  dead  '  gold  bore  no  interest,  nor  did  the  notes  in 
circulation,  so  no  one  saw  any  cause  for  complaint. 
Now  the  cheque  system  has  very  efiectually  put  a 
permanent  stop  on  any  expansion  of  note  circulation  ; 
but  it  has  not  provided  a  '  dead '  gold  reserve  equiva- 
lent to  the  face  value  of  the  cheques  in  circulation.  It 
has  taken  possession,  but  pays  no  rent.  My  suggestion 
is  to  make  it  do  so  with  the  best  oi  graces  and  with  as 
little  derangement  of  our  present  banking  system  as 
possible. 

I  suggest  that  an  Act  of  Parliament  should  be  passed 
stipulating  that,  so  far  as  interest  is  concerned,  all 
cheques  drawn  must  be  debited  to  the  drawer's  account 
from  the  date  drawn,  and  not  from  the  date  of  presen- 
tation, which  is  the  present  custom,  the  saving  effected 
thereby  to  be  handed  over  to  the  Government  or  to 
some  other  central  authority  to  cover  the  expense  of 
keeping  /50,ooo,ooo  or  /6o,ooo,ooo  of  gold  lying  idle. 
Anyone  drawing  and  issuing  post-dated  cheques  to  be 
dealt  with  in  the  same  manner  as  a  counterfeit  coiner. 
Cheques  presented  on  the  same  day  as  that  on  which 
they  were  drawn  would  not,  of  course,  be  affected  by 
the  change.     The  existing  bookkeeping  of  banks  could 


still  be  employed.  An  extra  column  would  only  have 
to  be  provided  in  the  Ledger.  The  following  is  an 
example  of  the  transaction  as  it  would  appear  in  actual 
practice.  A  cheque  for  /loo,  dated,  say,  February  9th 
1907,  reaches  the  bank  on  which  it  is  drawn  on 
February  14th  1907.  It  is  debited  to  the  drawer's 
account,  which  is  in  credit,  and  in  our  extra  column  is 
made  the  following  enlryT5  +  100  =  500.  Let  us 
suppose  that  the  total  of  such  products  for  the  half-year 
amounts  to  /iSi.ooo,  that  the  half-year  consists  of  181 
days,  and  the  rate  of  interest  allowed  to  the  customer 
is  2  per  cent.  Then  the  sum  of  £1  would  be  deducted 
from  the  interest  proper  at  the  end  of  the  half-year, 
such  sum  eventually  being  handed  over  to  the  Govern- 
ment or  other  central  authority  keeping  the  gold 
reserve.  Should  the  customer  have  a  debit  balance  on 
which  interest,  say,  at  the  rate  of  5  per  cent,  was  being 
charged,  then  the  '  currency '  charge  on  his  acGOunt 
would  not  be  £1  but  £2  los.  Some  arrangement  would 
have  to  be  come  to  with  those  customers  who  had 
credit  balances  on  which  no  interest  was  being  allowed. 
I  am  inclined  to  think  the  banks  would  volunteer  to 
bear  the  'currency  charge'  on  -such  accounts.  It 
would  probably  not  amount  to  much,  and  the  banking 
community  would  be  fully  compensated  by  the  increased 
confidence  in  our  banking  system  that  the  increased 
gold  reserve  would  bring. 

The  interest  currency  charge  to  customers,  which  I 
have  suggested  should  be  at  the  rate  allowed  to  them 
on  their  credit  balances  or  charged  to  them  on  their 
debit  balances,  would  probably  average  3  per  cent, 
on  all  cheques  while  in  circulation  As  an  alternative 
Parliament  might  provide  that  a  fixed  rate,  say,  of 
2 J  or  3  per  cent,  should  be  charged,  irrespective  of  the 
fact  whether  an  account  had  a  debit  or  a  credit  balance. 
I  would  particularly  point  out  that  my  suggestion  is 
simply  to  place  our  cheque  circulation  on  the  same 
footing  as  our  note  circulation.  It  is  not  for  one 
moment  intended  to  be  an  imposition  placed  on  bank 
customers.  Customers  could  lodge  no  complaint  against 
their  bankers,  for  the  change  would  be  a  Government 
measure  and  not  a  bank  measure.  All  would  be  treated 
alike. 

Should  a  person  at  the  present  time  wish  to  pay  a 
household  account,  say,  of  /20,  he  as  a  rule  either  gives 
his  tradesman  a  cheque  for  that  amount  or  gives  him 
Bank  of  England  notes  which  he  has  obtained  from  his 
banker,  and  the  amount  of  which  has  already  been 
debited  to  his  account  at  the  bank.  In  the  case  of  a 
cheque  being  given,  the  tradesman,  through  indifference 
or  inconvenience,  may  defer  presenting  it  at  the  bank 
on  which  it  is  drawn  for  several  days,  and,  if  so,  the 
drawer  is  saved  a  like  number  of  days  interest ;  but 
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contend  that  the  drawer  has  no  right  to  such  saving, 
provided  the  holders  of  bank-notes  have  no  right  to 
demand  interest  on  the  notes  they  hold.  Both  Bank  of 
England  notes  and  cheques  are  negotiable,  though  it 
is  true  that  cheques  are  not  legal  tender.  A  most 
valuable  feature  of  the  proposed  change  is  that  the  gold 
reserve  would  automatically  increase  as  the  cheque 
circulation  increased.  It  is  essentially  a  currency 
reserve  suggestion,  and  must  not  be  confounded  with 
the  suggestions  I  have  set  forth  in  the  Bankers*  Magazine 
(January,  February,  and  March  numbers)  as  to  how 
gold  reserves  held  against  deposit  liabilities  may  be 
augmented." 


«FrM  of  FollowiDg  the  interesting  correspon- 
Inoome-Taz.'*  dence  on  this  subject,  to  which  we 
directed  attention  in  our  last  issue,  there  has  appeared 
in  The  Financial  News  a  letter  from  a  firm  of  tax  repay- 
ment agents  which  contains  another  addition  to  the 
controversy — ^if  we  may  call  so  simple  a  matter  by  so 
large  a  name.  At  the  recent  annual  meeting  of  a  well- 
known  concern  one  of  the  members  asked  that  the 
dividend  should  be  declared  free  of  income-tax  in  the 
interest  of  many  of  the  poorer  shareholders,  who  might 
have  trouble  in  getting  the  tax  returned.  The  chair- 
man is  then  reported  to  have  said  that  if  the  company 
paid  the  income-tax  they  would  not  be  able  to  get  it 
back.  The  firm  of  tax-adjusters  (the  supply  of  fancy 
names  is  but  limited)  hasten  to  say  that  it  is  quite  as 
easy,  not  to  say  easier,  to  obtain  refund  of  tax  on  a 
dividend  from  which  the  tax  is  deducted  than  it  is  on  a 
dividend  declared  free  of  income-tax.  It  is  also  said, 
with  regard  to  the  chairman's  remark  that  in  neither 
case,  whether  the  dividend  is  declared  free  of  tax  or  has 
income-tax  deducted,  could  the  company  get  the  tax 
back  —  it  is  always  for  the  shareholder  to  do  that 
individually.  '*The  advantage  of  a  dividend  being 
"  paid  'firee  of  tax'  is  that  the  dividend  is  thereby  5  per 
"cent,  more  than  it  would   otherwise   have   been." 


M  iBcome-Taz  and  Under  the  above  title   a  paper  was 

Aoooimtanoy.*'     read  by  Mr.  T.  Hallett  Fry  before  a 

society   of    accountants    last    week.     After   dealing 

with    the    ordinary    questions    of    wear   and    tear, 

depreciation,  deductions,  &c.,  the  lecturer  pointed  out 

that  in  the  majority  of  cases  the  Surveyor  of  Taxes 

could  deal  with  points  in  dispute,  and  is  reported  to 

ve  said  that  he  would  not  advocate  the  Surveyor's 

ement  were  he  lecturing  to  '*  ordinary  business 


and  professional  men,"  but  before  a  "society  of 
accountants,"  their  superior  knowledge  would  not 
make  such  a  settlement  dangerous — 

**  The  Surveyor  would  doubtless  be  sweetly  reasonable 
when  he  met  one  who  knew  nearly  as  much  about  the 
tax  law  as  he  did,  although  he  might  not  be  disposed  to 
instruct  a  member  of  the  public  for  the  latter's  benefit 
only  in  the  law  appertaining  to  income-tax." 

The  lecturer  then  pleaded  for  more  accurate  book- 
keeping, which  would  be  more  beneficial  to  traders 
than  to  accountants ;  and  after  mentioning  the  "  repre- 
hensible practice  of  creating  secret  reserves,"  warned 
his  hearers  of  the  dangers  that  accountants  sometimes 
ran  owing  to  the  practice  of  tradesmen  and  others  of 
"  sweating  takings." 


DebentuM  '^^^  Court  of  Appeal  last  week  delivered 
TniBteet*  judgment  on  the  appeals  in  the  actions 
R«man«ration.  brought  by  the  United  Reefs  (Sheba). 
Lim.,  against  Messrs.  Harvey  &  Henwood.  It  may  be 
remembered  that  the  company  brought  the  actions  to 
recover  certaifi  sums  which,  it  was  alleged,  had  been 
improperly  received  by  the  defendants  as  remuneration 
for  acting  as  trustees  for  debenture-holders.  l*he  facts, 
as  stated,  showed  that  the  trust  deed  securing  the 
debentures  by  mortgage  was  never  executed,  bat  the 
trustees  claimed  remuneration  as  from  the  date  when 
the  applications  for  debentures  were  accepted^  Lord 
Justice  Cozens- Hardy,  in  giving  judgment  for  himself 
and  the  Master  of  the  Rolls,  said  it  appeared  to  him 
that  the  trustees  could  not  say  that  their  rights  or 
duties  as  trustees  had  ever  arisen  under  the  mortgage 
bond,  which  had  not  been  created.  The  appeals  were 
dismissed  with  costs.  The  decision  only  comes  to 
hand  as  we  go  to  press,  and  a  full  report  will  not  be 
available  until  our  next  issue. 


The  passage  of  the  Aldrich  Currency 
Btatoi  Oanenoy    Bill  through  the  United  States  Senate 
OuMtlon.         seems  destined  to  relieve  the  inelasti- 
city of  American  currency,  to  some  small  extent  at  any 
rate.    The  main  features  of  the  measure  are : — 

(i)  Gold  certificates  for  9io  are  to  be  issued  in  place 
of  silver  certificates  of  the  same  denomination, 
and  these  in  turn  shall  have  their  place  taken 
by  silver-backed  notes  of  9i,  ^2,  and  $5,  which 
appear  to  be  in  greatest  request. 
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(2)  Customs  receipts  can  apparently  be  deposited 

in  the  banks  instead  of  increasing  the  Treasury 
boards.  At  any  rate,  the  Secretary  of  the 
Treasury  will  no  longer  be  under  the  necessity 
of  antedating  interest  distributions  or  adopt- 
ing other  strange  methods  of  returning  these 
receipts  for  the  use  of  commerce. 

(3)  The  limit  on  the  withdrawal  of  national  bank 

notes  has  been  raised  from  ^3,000,000  to 
99,000,000  per  month.  The  issues  of  the 
national  banks  will  therefore  not  be  so 
unremunerative  when  periods  of  stringency 
have  passed,  and  although  the  limit  is  not  as 
high  as  bankers  would  like,  the  elasticity  of 
the  bank-note  portion  of  American  currency 
will  have  been  improved. 


The*' A  BO*' off  ^^^  ^907  edition  of  the  "Directory 
Dtneton.  of  Directors,"  which  has  recently 
appeared,  loses  nothing  in  the  way  of  interest  by  com- 
parison with  its  predecessors.  The  present  volume 
contains  the  named  appointments  of  20,600  persons — 
an  increase  of  600  over  last  year.  This  small  increase, 
as  compared  with  the  larger  number  of  companies, 
leads  the  compiler  to  suppose  that  there  is  a  tendency 
at  the  present  time  to  form  the  boards  of  new  com- 
panies from  men  already  experienced  in  directorial 
duties,  rather  than  from  novices.  There  are  no  lists  of 
ploralists,  and  Mr.  Skinner  contents  himself  with 
remarking  that  the  average  number  of  directorships 
held  is  only  about  two.  All  proofs  have  been  submitted 
to  the  persons  concerned  before  publication,  and  every 
care  has  been  exercised  to  bring  the  information  right 
up  to  date.  In  this  latter  connection  The  Financial 
News  remarks  that  there  is  a  temptation  to  strike  out 
the  titles  oi  undesirable  companies,  and  a  case  is  cited 
where  some  directorships  were  omitted  after  a  person's 
name.  This  is  not  the  compiler's  fault,  of  course,  but, 
if  carried  to  a  large  extent,  might  render  the  book  less 
valuable  for  purposes  of  reference. 


It  is  interesting  to  note  that  in  the 
recent  case  of  Carter  v,  Tiu  London 
City  and  Midland  Bank  evidence  was  given  to  the 
effect  that  15  or  20  per  cent,  of  the  stopped  cheques  in 
London  were  arranged  by  telegram  and  that  such 
wires  were  accepted  even  when  they  did  not  bear  a 
pre-arranged  code  signal. 


Cotte0pon&ence  an&  Bnqutties^ 


All  communications  to  the  Editor  should  be 
by  letter  only. 


[We  are  at  all  times  ready  to  insert  corresfondtmce  en 
matters  of  interest  to  the  Profession^  Vut  we  do  mot  of  course 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents,  not  necessarily  for 
publication,  but  as  a  guarantee  of  good  faith,} 


Uniform  Hospital  Accounts. 

{To  the  Editor  of  The  Accountant.) 
Sir, — I  have  read  the  inquiry  in  your  last  issue,  and 
hasten  to  inform  the  writer  that  my  view  agrees  with 
his  that,  technically,  the  account  of  Income  and 
Expenditure  should  be  stated  so  that  the  expenses 
appear  on  the  left-hand  side  and  the  income  on  the 
right. 

But  experience  has  taught  me  that,  when  the 
essentials  of  an  account  are  thoroughly  understood 
by  those  who  have  to  keep  it,  it  is  not  wise  for  an 
expert  to  insist  upon  technicalities. 

The  only  reason  of  which  I  am  aware  for  placing 
expenses  on  the  left-hand  side  of  an  account  is  that  it 
is  usual  to  enter  the  payments  on  the  right-hand  side 
of  the  Cash  Account ;  had  it  pleased  our  predecessors 
to  place  the  cash  payments  on  the  left-hand  side, 
double-entry  would  have  required  that  assets  and 
expenditure  should  appear  on  the  right  side. 

This  being  so,  I  have  followed  the  example  of  many 
eminent  accountants  who  are  or  have  been  auditors  of 
the  accounts  of  hospitals,  and  have  not  pressed  for  a 
change  in  the  accounts,  in  this  respect. 

Yours  faithfully, 

JOHN  G.  GRIFFITHS. 
February  27th  1907. 


Surrenders  of  Shares  and  Divisible  Profits. 

{To  the  Editor  of  The  Accountant,) 
Sir, — I  shall  be  glad  of  information  on  the  following 

point. 
A  company  is  formed  to  take  over  an  engineering 

business.    The  assets  acquired  are  freehold  property 
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plant,  stocks,  &c.,  ;f  15.500;  shares  in  the  A.  B.  Co.,  Lim. 
(a  subsidiary  company  formed  by  the  vendor  to  work  a 
cycle  and  motor  business),  ;£  1,500;  goodwill,  £3,000. 
Under  the  agreement  for  sale  the  vendor  receives  cash, 
j£*5,ooo ;  debentures,  ;f 2,000 ;  preference  shares,  ;f  5,000 ; 
and  ordinary  shares,  ;f 6,000.  The  balance  ot  £2,000  is 
to  be  satisfied  by  the  issue  to  him,  if  arid  when  he  shall 
so  require,  of  a  further  ;f2,ooo  ordinary  shares,  the 
amount  meanwhile  not  to  carry  interest. 

The  accounts  for  the  first  year  show  a  profit  on  the 
engineering  business  of  ;f  1,200,  but  a  loss  of  ;f4oo  on 
the  cycle  and  motor  business.  The  vendor  decides  to 
surrender  his  ;f 2,000  option.  It  is  proposed  to  set 
against  this  the  trading  loss  on  the  cycle  and  motor 
company,  and  a  further  loss  on  the  sale  of  that  business, 
also  the  preliminary  expenses,  and  to  write  off  the 
balance  against  goodwill.  The  company  is  thus  enabled 
to  pay  a  dividend  on  the  ordinary  shares. 

Can  the  ;f 2,000  legally  be  used  in  this  way,  or  must 
it  be  employed  only  in  writing  down  the  goodwill  ? 

Yours  faithfully, 

DUBIOUS. 


Income  Tax  on  Partners'  Salaries. 

{To  the  Editor  of  The  Accountant.) 
Sir, — I  have  recently  been  engaged  on  a  very 
interesting  appeal  to  the  Special  Commissioners  arising 
on  an  assessment  against  a  partner  for  income-tax  on 
bis  salary  as  partner,  the  facts  of  which,  I  think,  it 
would  be  interesting  to  your  readers  to  know,  and  on 
which  perhaps  they  may  like  to  express  some  opinion. 

A.  and  B.  were  in  partnership  together  as  house 
property  owners,  A.  being  entitled  to  Jrds  of  the 
profits,  B.  ird.  In  the  partnership  deed,  however,  it 
set  forth  that  B.  was  to  receive  by  way  of  salary  for 
extra  services  rendered  by  him  the  sum  of  ;f  100  as 
salary. 

In  consequence  of  the  death  of  A.  the  deed  had  to  be 
produced  at  the  Inland  Revenue,  and  a  note  as  to  this 
salary  appears  to  have  been  sent  over  to  the  Income- 
Tax  Department,  whereupon,  as  B.  did  not  appear  to 
have  made  any  separate  return,  an  assessment  was 
made  upon  him  for  this  salary.  As  may  be  readily 
understood,  this  assessment  was  appealed  against  to 
the  Special  Commissioners.  After  waiting  for  a  period 
of  nearly  three  years  the  appeal  was  heard  a  few  days 

'o,  with  the  result  that  it  was  held  that  B.  was  liable 


for  tax  on  this  separate  assessment.     It  was  submitted 
to  the  Special  Commissioners  and  accepted  by  them : — 

(i)  That  all  the  income  of  the  partnership  had  been 
subject  to  income-tax,  and  that,  therefore,  this  salary 
to  one  of  the  partners  had  already  borne  tax  under 
Schedule  '*  A." 

(2)  That  no  point  arose  in  the  fact  that  the  income- 
tax  on  the  profits  of  the  partnership  was  paid  under 
Schedule  "A,"  rather  than  Schedule  *' D,"  as  these 
were  two  schedules  to  one  Act,  merely  providing  the 
machinery  for  assessment  of  income-tax  under  different 
conditions. 

(3)  That  there  was  a  difference  between  a  salary  pay- 
able to  a  partner  and  a  salary  payable  to  other  parties, 
and  that  such  salary  was  in  fact  an  appropriation  of  a 
share  of  profits,  and  that  at  any  rate  Jrd  of  such  salary 
did  in  fact  come  out  of  the  pocket  of  the  individual  on 
whom  the  assessment  had  been  made. 

The  Special  Commissioners,  however,  following  the 
Inspector  of  Taxes,  held : — 

(i)  That  a  partnership  was  a  separate  entity  to  its 
component  partners,  and  that  this  salary  was  for 
services  rendered,  and  came  in  for  assessment  under 
Schedule  "  D,*'  notwithstanding  the  fact  that  the 
partnership  as  a  partnership  had  been  fully  assessed 
for  its  profits  without  deduction. 

(2)  That  such  being  the  case  it  was  not  pertinent  to" 
the  question  before  the  Commissioners  whether  B. 
himself  paid  any  proportion  of  the  salary  that  he  was 
receiving,  because  B.,  as  a  partner,  was  only  interested 
in  the  profits  after  the  payment  of  all  expenses  of  the 
partnership,  and  by  special  contract  such  expenses 
included  the  salary  to  himself.  , 

(3)  That  the  whole  point  was  that  this  salary  was  for 
special  services  rendered  by  an  individual  to  a  group  of 
other  individuals,  and  that,  therefore,  such  individual 
should  make  a  separate  return  and  be  assessed 
separately  for  such  salary,  and  that  the  profit  made  by 
the  individual  for  services  rendered  was  separate  and 
distinct  from  the  profit  made  by  the  partnership  in  the 
conduct  of  its  business. 

It  was  pointed  out  in  the  course  of  the  argument  that 
the  position  taken  up  by  the  Commissioners  might 
result  theoretically  in  B.  being  able  to  sue  himself  for 
the  whole  salary,  as  membersof  a  partnership  are  liable 
jointly  and  severally  for  all  their  contracts. 

The  injustice  of  this  decision  is,  of  course,  obvious, 
but  the  main  lesson  to  be  drawn  is,  however,  that  it  is 
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most  important  in  partnership  deeds  that  these  so-called 
salaries  should  be  described  in  other  language.  The 
absurdity  of  the  argument  of  the  Special  Commissioners 
is  apparent,  because  in  ninety-nine  cases  out  of  a 
hundred  any  variation  in  the  share  of  the  profits  is  "  not 
in  rights  of  ownership  but  in  respect  of  services,"  a 
phrase  which  was  constantly  being  repeated  by  both 
the  Inspector  and  the  Commissioners. 

Yours  faithfully, 

4th  March  1907.  E.  W.  G. 


Gordon  v.  London  City  and  Midland  Bank. 

(To  ihe  Editor  of  Tht  Accountant.) 
Sir, — In  your  issue  of  the  9th  ult.,  on  p.  176,  you 
refer  to  a  case  Gordon  v,  London  City  and  Midland  Bank. 
I  shall  be  glad  if  you  would,  in  your  next  issue,  state  in 
what  paper  a  report  of  this  case  may  be  found. 

Yours  truly, 
Clacton-on-Sca,  March  4th  1907.  H.  JONES. 


Qas  Companies :  Capital  v.  Revenue. 

{To  the  Editor  of  The  Accountant.) 
Sir, — As  an  articled  clerk  I   should*  like  to  ask  a 
question,  and  shall  be  glad  to  see  the  reply  in  the  next 
issue  of  The  A  ccountant.    It  is  this  :— 

A  ratepayer  undertakes  to  pay  some  hundreds  of 
pounds  to  a  local  gas  and  water  company  if  they  will 
lay  certain  mains  to  his  property.  Will  it  be  in  order 
to  credit  Profit  and  Loss  Account  and  use  this  amount 
in  part  payment  of  dividend;  and,  if  not,  to  what 
account  should  it  be  placed  ? 

Thanking  you  in  anticipation  of  reply, 

I  am.  Sir,  your  obedient  servant, 

March  tth  1907.  ARTICLED  CLERK. 


Deeds  of  Arrangement. 

(To  the  Editor  of  The  Accountant.) 
Sir, — With  reference  to  the  letter  of  Mr.  David  P. 
Davies  on  the  above  subject,  which  appeared  in  your 
issue  of  5th  January  last,  in  which  he  stated  that  "  It  is 
too  late  to  assent  after  the  death  of  a  debtor,"  I  shall 
be  glad  if  Mr.  Davies  or  some  of  your  other  readers 
can  inform  me  of  any  decisions  to  support  this  asser- 
tion.   I  have  good  reasons  for  doubting  the  accuracy 

of  this  statement. 

Yours  faithfully, 

5/A  March  1907.  DUBIOUS. 


Accountant-Cleric  Volunteers. 

[To  the  Editor  of  The  Accountant.) 

SiR,_Would  it  not  be  a  good  idea  for  the  Chartered 

Accountants  of  this  country  to  follow  the  example  of 

the  Liverpool  shipowners,  and  to  give  those  members 

of  their  staff  who  were  Volunteers  a  week  extra  holiday 

in  which  to  attend  camp  ? 

Yours,  &c., 

P.  B.  P. 


A  Question  of  Etiquette. 

(To  the  Editor  of  The  Accountant.) 

Sir,— A  principal  clerk — who  is  a  member  of  one  of 
the  two  leading  bodies — has  good  friends  amongst  his 
employer's  clients,  who  would  transfer  their  business 
to  him,  if  asked. 

After  long  years  of  service  strained  relations  have 
arisen  between  clerk  and  employer,  which  jeopardise 
the  clerk's  position  and  livelihood. 

Would  the  clerk,  who  is  under  no  bond  not  to  do  so, 
be  justified  in  asking  his  friends  for  their  business,  and 
could  it  be  considered  improper  conduct  on  his  part  ? 

Your  opinion  in  your  next  issue  would  be  much 

appreciated  by 

Yours  truly, 

5th  March  1907.  ETIQUETTE. 

[Such  conduct  is,  we  think,  to  be  severely  deprecated. 

—Ed  Acct.] 

Dividends  paid  In  Shares. 

(To  the  Editor  of  The  Accountant.) 

Sir,— There  is  an  interesting  point  of  company  law 
that  crops  up  from  time  to  time  upon  which  I  should 
like  to  have  your  opinion,  or,  if  already  dealt  with  by 
you,  be  referred  to  back  numbers  of  The  Accountant. 

I  refer  to  what  practically  amounts  to  a  payment  of 
dividend  in  shares. 

The  case  is  easily  imagined. 

The  Balance  Sheet  at  December  31st  shows  a  profit 
of  ;£'io,ooo  earned,  but  there  is  no  cash  in  the  bank, 
extensions  and  improvements  having  swallowed  up  all 
available  cash.  A  dividend  is  declared,  absorbing 
;£'i 0,000 ;  cheques  are  drawn  and  handed  to  the  share- 
holders; ;^io,ooo  worth  of  shares  are  allotted  to  the 
same  shareholders,  and  the  cheques,  duly  endorsed,  are 
paid  back  to  the  company  in  payment  of  the  shares. 
There  is  no  compulsion  on  the  shareholders  to  take  up  the 
shares,  but,  of  course,  an  understanding  to  that  effect. 

Is  this  a  proper  payment  in  cash  for  the  shares  so 

issued  ? 

Yours  faithfully, 

2Sth  February  1907.  BETA- 
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Trustee's  Charges  under  a    Deed  of  Assi^rnment. 

(To  the  Editor  of  The  Accountant,) 
Sir, — I  read  with  a  good  deal  of  interest  the  very  full 
report  of  the  proceedings  taken  against  a  member  of  the 
Institute  by  creditors  in  the  Sheffield  County  Court  with 
reference  to  the  fees  charged  by  him  as  a  trustee  in  an 
estate  he  wound  up  under  a  trust  deed.  I  have  also 
read  the  leader  in  your  issue  of  the  23rd  ult.  and  Mr. 
GilPs  letter  thereon,  which  appeared  in  your  last  issue. 
I  concur  fully  with  the  closing  remarks  in  the  leader, 
and  in  the  common  interests  of  the  profession  I  respect- 
fully suggest  (pending  legislation  regulating  the  status 
of  professional  accountants,  which  will  come  sooner  or 
later — I  trust  sooner  than  later)  that  the  Councils  of 
the  Institute  and  the  Incorporated  Society  will  give  this 
question  of  fees  their  prompt  and  serious  consideration. 

Notwithstanding  th3  decision  of  the  Deputy -Judge  at 
ShefHeld,  and  the  evidence  given  in  support  of  the 
reasonableness  of  Mr.  Parkin's  charges,  I  have  no 
hesitation  in  stating  that  the  true  interests  of  accoun- 
tants will  not  be  served  by  making  this  case  a  precedent. 
And,  if  they  do,  it  will  in  my  opinion  give  good  grounds 
for  creditors  making  use  of  "  Official  Receivers  "  in  the 
realisation  of  debtors'  estates. 

We  should  not  forget  the  fact  that  there  are  such 
persons  as  Official  Receivers,  or  that  there  exists  a 
schedule  of  fees  fixed  under  the  English  Bankruptcy 
Act  for  realisation  work,  also  that  the  schedule  of  fees 
payable  in  compulsory  liquidation  is  regulated  by  the 
ajnount  of  the  assets  realised. 

With  the  greatest  possible  respect  for  the  opinions  of 
the  eminent  members  of  the  Institute  who  consider  that 
a  trustee  should  be  paid  by  fees,  I  am  of  opinion  that 
the  proper  method  should  be  by  a  percentage  on  the 
assets  realised  and  distributed,  especially  if  accountants 
wish  to  retain  this  class  of  work,  and  prevent  it  getting 
into  the  hands  of  Official  Receivers. 

Yours  faithfully, 


^th  March  1907. 


EBLANA,  A.C.A. 


Tlbe  institute  of  Cbattete&  Hccountants 
tn  £n0lan&  an&  XRaales. 


At  a  meeting  of  the  Council  held  on  Wednesday,  the 
6th  March  1907,  at  the  Hall  of  the  Institute,  Moorgate 
Place,  E.G.,  there  were  present :— Mr.  W.  B.  Peat 
(President)  in  the  chair.  Mr.  John  B.  Ball  (Vice-President), 


and  Messrs.  W.  Ashworth,  J.  H.  Blackburn,  W.  Blease, 
T.  Bowden,  E.  M.  Carter,  Ernest  Cooper,  Sir  John  Craggs, 
Mr.  E.  Edmonds,  Sir  Walter  Fisher,  Messrs.  John  Gane, 
A.  H.  Gibson,  T.  Gregory,  J.  E.  Halliday,  B.  W.  HardcasUe, 
D.  Hill,  F.  A.  Jenkins,  H.  Woodbum  Kirby,  G.  Walter  Knox, 
J.  G.  Litton,  J,  Mather,  A.  O.  Miles.  F.  W.  Pixley,  W. 
Plender,  T.  G.  Shuttleworth,  G.  Sneath,  E.  Waterhouse, 
F.  Whinney,  J.  W.  Woodthorpe,  and  F.  J.  Young. 

The  President  presented  the  following  prizes  and  certifi- 
cates, won  at  the  recent  Examinations,  to  the  under- 
mentioned gentlemen,  who  were  able  to  attend  the  meeting  of 
the  Council,  and  congratulated  them  on  their  successes  : — 

Intermediate    Examination    Priu,  and    Robert   FleUher   Prize 
Certificate, 

Mr.  H.  B.  Ward. 

Final  Examination  Prize,  and  First  Certificate  of  Merit. 
Mr.  F.  W.  Carder. 

Certificates  of  Merit, 

Mr.  L.  J.  Yeoman,  3rd. 
„    J.  G.  Cross.  4th. 

„    G.  L.  Chandler,  B.A.,  9th  (bracketed). 
„    W.  T.  Wood.  B.A.,  9th  (bracketed). 

The  General  Purposes  Committee  reported  the  death  of 
Mr.  W.  G.  Howgrave.  the  former  Secretary  of  the  Institute, 
and  it  was  resolved  that  a  letter  of  condolence  be  sent  to 
Mrs.  Howgrave. 

The  Examination  Committee  reported  that  they  had 
appointed  the  following  gentlemen  to  be  Examiners  : — 

Preliminary  Examination,  June  and  December  1907. 
Professor  Henry  E.  Armstrong. 

Intermediate  Examination,  May  1907. 
Bookkeeping  (Partnership),  Mr.  T.  G.  Shuttleworth. 

Do.         (Executorship),  Mr.  T.  Bowden. 
Auditing,  Mr.  W.  H.  Fox. 

Rights  and  Duties  of  Liquidators,  &c..  Mr.  J.  B.  Ball. 

Final  Examination,  May  1907. 
Bookkeeping  (Partnership),  Mr.  J.  E.  Halliday. 

Do.  (Executorship),  Mr.  D.  Hill. 

Auditing,  Mr.  F.  W.  Pixley. 
Rights  and  Duties  of  Liquidators,  &c.,  Mr.  J.  B.  Ball. 

Final  Examinations,  May  and  November  1907. 
Bankruptcy  and  Company  Law,  Mr.  E.  F.  Turner. 
Mercantile  Law  and  the  Law  of  Arbitrations  and  Awards, 
Mr.  Leslie  Hunter. 

The  following  members  of  the  Council  were  appointed  a 
Committee  to  make  arrangements  for  the  Autumnal  Meeting 
to  be  held  at   Newcastle-upon-Tyne  this  year  : — Messrs. 
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John  B.  Ball,  J.  W.  Barber,  J.  H.  Blackburn,  W.  Blease, 
T.  Bowden,  Sir  Walter  Fisher,  Messrs.  J.  E.  Halliday, 
A.  C.  Harper.  D.  Hill,  W.  B.  Peat,  and  E.  Waterhouse. 

The  Secretary  reported  : — 

(i)  That  in  the  case  of  The  Institute  v,  Yoxall  and  others, 
carrying  on  business  as  The  Institute  of  Accoun- 
tants, London,  a  perpetual  injunction  has  been 
granted,  with  costs,  against  the  defendants  using 
that  name. 

(2)  The  death  of— 

Mr.  H.  J.  Walter,  F.C.A.,  London. 
„    J.  Worley,  F.C.A.,  London. 
„    J.  Pearson,  A.C.A,  Sheffield. 
„     P.  M.  Rogers,  A.C.A.,  London. 
„    R.  A.  Tyacke,  A.C.A. ,  London. 

It  was  resolved  that  the  April  meeting  of  the  Council  be 
held  on  the  loth  prox. 


Recent  Additions  to  the  Library. 


Purchased, 

/ 

The  Foreign  Traders'  Dictionary  of  Terms  and  Phrases  in 

English,  French,  German,  and  Spanish.    By  J.  Graham 
and  G.  A.  S.  Oliver.     London :  1906. 

The  Nature  of   Capital   and  Income.    By  Prof.   Irving 
Fisher.    London  :  1906. 

Dawbam  &  Ward's  Insurance  Blue  Book,  1906-7. 

Palmer's  Index  to  The  Times,  Oct.-Dec.  1906. 

Parliamentary  Debates ;  17th  Vol.  of  1906. 

Civil  Service  and  Revenue  Department    Appropriation 
Accounts.  1905-6. 

Local  Government  Board  Report,  1905-6. 

Building  Societies'   Eleventh   Annual   Report   for   1905. 
Partl. 

Presented  by  the  Author, 

Cost  Accounts  for  Small  Manufacturers.     A  paper  by 
M.  W.  Jenklnson,  A.C.A.    London  :  1907. 

The  Elements  of  Bookkeeping.    By    M.  W.   Jenkinson, 

A.C.A.     London :  1907. 
London  Joint  Stock  and  Private  Banks  ;  Analysis  of  last 

published  Balance  Sheets.  February  1907.    By  H.  W. 

Birks. 

PresmUd  by  W.  Lacon  Threlford. 
Mr.  Wingate's  Arithmetick.  enlarged  by  John  Kersey.  6th 
edition.    London :  1673. 


Presented  by  E,  A.  R.  Adams,  FS.A.A.,  Borough  Treasurer, 
Metropolitan  Borough  of  Shoreditch  Abstract  of  Accounts, 
I904-5- 


Cost  accounts  tor  Small  Aanutactutete^ 


By  M.  Webster  Jenkinson,  Chartered  Accountant. 
(Sheffield), 


A  PAPEK  read  before  the  members  of  the  Manchester 
Chartered  Accountants  Students'  Society  on  Monday, 
4th  February  1907 ;  the  Liverpool  Chartered  Account- 
ants Students*  Association  on  Thursday,  7th  February 
1907 ;  the  Leicester  Chartered  Accountants  Students' 
Society  on  Wednesday,  13th  February  1907 ;  and  the 
Northern  Chartered  Accountaxits  Students'  Society  on 
Wednesday,  6th  March  1907. 


"  If  you  look  for  a  good  speech  now,  you  undo  me ;  for  what  I  have  to 
say  is  of  mine  own  making ;  and  what  indeed  1  should  say,  will,  I 
doubt,  prove  my  own  marring." — Henry  IV. 

In  our  profession  we  need  two  assistants,  Theory  and 
Practice;  but  whilst  each  plays  an  important  part  in  our 
daily  routine  we  can  more  easily  dispense  with  the  former 
than  with  the  latter.  True,  theory  ofttimes  makes  more 
outward  show,  and  is  more  eager  to  display  his  talents  than 
his  more  modest  companion,  but,  in  the  end,  practice 
proves  his  true  worth  and  commands  the  more  esteem. 

"  Study  is  like  the  heaven's^lorious  sun, 

That  will  not  be  deep-searched  with  saucy  looks : 
Small  have  continual  plodders  ever  won, 
Save  base  authority  from  others'  books. 


So  Study  evermore  is  overshot ; 

While  it  does  study  to  have  what  it  would, 

It  doth  forget  to  do  the  thing  it  should." 

Love's  Labour  Lost. 

Efficient  costing  demands  something  more  than  a  know- 
ledge of  the  theoretical  principles  of  factory  accounting ; 
something  more  than  a  hazy  idea  of  modern  methods  of 
organisation  ;  something  more  than  book-learning — it  calls 
for  an  intimate  knowledge  of  the  inner  workings  of  each 
particular  business. 

Many  books  have  been  published  on  the  subject — many 

excellent  books  ;  many  lectures  have  recently  been  given — 

lectures  far  better  than  the  one  you  will  hear  to-night ; 

many  hours  of  study  have  been  devoted  to  the  matter  by 

I  competent  men:    yet    at    the   present    day  but  few  the 
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manufacturers  who  have  any  eflScient  costing  system  in 
operation. 

In  these  days  of  keen  commercial  struggle — ^when  our 
manufacturers  prate  of  the  good  old  days  gone  by ;  when 
our  bankruptcy  returns  show  increasing  failures ;  when 
the  gloomy  forebodings  of  the  Tariff  Reformer,  the  dismal 
wail  of  the  unemployable  unemployed,  and  the  heavy 
burden  of  taxation,  both  local  and  Imperial,  lead  us  to 
wonder  if  England's  commercial  supremacy  is  on  the 
wane  ;  when  the  outlook,  to  those  pessimistically  inclined, 
is  so  direful — is  it  not  time  that  our  manufacturers  realised 
that  the  business  methods  of  their  forefathers  are  not  the 
business  methods  of  to-day ;  that  the  scratch  of  the  pen 
may  earn  profits  as  well  as  the  throb  of  the  machines  ;  and 
that  it  is  the  wise  man  who  sitteth  down  first  and  counteth 
the  cost. 

Ask  the  small  manufacturer  why  he  does  not  keep  proper 
Cost  Accounts,  and  he  will  generally  t§ll  you  that  profits 
are  so  small  that  he  cannot  afford  the  expense;  ask  his 
accountant  why  he  does  not  recommend  his  clients  to  do 
so,  and  he  will  tell  you  that  the  business  is  not  worth  the 
trouble  :  yet,  maybe,  if  that  manufacturer  but  knew  the  cost 
of  his  productions  he  would  be  able  to  alter  his  estimates, 
reduce  his  expenditure,  and  increase  his  profits. 

A  manufacturer  who  guesses  his  costs  may  be  pushing 
one  line  or  department,  whereas  actually  each  order  shows 
a  loss,  and  then  when  the  annual  **  spring  cleaning  "  takes 
place,  and  he  ascertains  the  result  of  his  trading  operations 
for  the  year,  he  cannot  understand  why  his  profits  are  not 
as  large  as  anticipated. 

In  our  early  days,  when  we  learnt  the  rudiments  of 
double-entry,  we  were  taught  that  one  of  the  advantages  of 
the  system  was  that  a  trader  could  ascertain  not  only  how 
much  profit  he  had  made,  but  also  how  he  had  earned  it. 

The  Trading  Account  is,  however,  only  the  summary  of 
the  trading  results — a  manufacturer  requires  further 
details,  and  he  should  have  them.  The  introduction  of  the 
factory  system  has  partly  brought  about  the  necessity  fox 
proper  costing. 

As  the  division  of  labour  has  increased  so  has  the 
difficulty  of  ascertaining  the  cost  of  the  finished  article 
become  greater,  but,  at  the  same  time,  all  the  more 
necessary. 

Our  distant  relatives  on  the  other  side  of  the  "fish-pond  '" 
have  already  realised  this.  Uncle  Sam,  at  home,  always 
counts  the  cost ;  and  if  we  do  not  admire  all  his  business 
methods,  yet  this  is  one  well  worthy  of  imitation. 

It  has  already  been  mentioned  that  practical  experience 
of  the  requirements  of  the  business  is  the  groundwork  of 
any  system  of  Cost  Accounts.  It  is  no  disgrace  to  our  pro- 
fession to  say  that  the  most  ignorant  manufacturer  knows 
more  about  costing  in  his  own  business  than  any  average  ■ 


Chartered  Accountant ;  but  there  is  one  important  quality 
which  he  lacks,  that  is  method. 

He  has  the  knowledge,  but  it  is  in  his  head — ^he  does  not 
know  how  to  turn  it  to  account ;  and  it  is  here  that  we  can 
prove  of  service  and  lead  him  into  the  way  that  he  should 
go. 

Before,  however,  attempting  to  do  so  we  should  first 
ascertain  the  particular  nature  of  the  business ;  find  out 
what  goods  are  manufactured  and  wha;t  processes  they 
undergo ;  make  friends  with  the  works  foreman,  and 
wander  round  the  shops  in  his  company ;  observe  the 
evolution  of  each  article,  and  how  it  passes  from  the  raw 
material  through  its  various  stages  until  it  finally  reaches 
the  Finished  Stock  Warehouse  ;  find  out  on  what  basis  the 
men  are  paid  for  their  work,  what  machinery  is  used ;  and, 
lastly,  but  by  no  means  least,  what  supervision  is  exercised. 

And  now  a  few  "Don'ts." 

Don*t  boast  of  the  efliciency  of  your  system ;  don't 
ridicule  the  present  methods ;  don't  make  the  works  fore- 
man think  you  consider  him  incompetent,  even  though  he 
be  so ;  don't  talk  of  the  methods  of  rival  manufacturers ; 
don't  run  down  the  Labour  party ;  and,  above  all,  don't 
pretend  that  you  know  everything  about  the  business  that 
there  is  to  learn. 

Use  your  eyes,  use  your  brains,  use  your  knowledge,  and 
use  your  note-book,  and  then,  when  dust-begrimed  and  foot- 
sore you  return  to  your  office,  you  will  have  the  material 
available  to  formulate  the  method  you  think  best. 

And  when  you  have  mapped  out,  as  you  think,  an  ideal 
system,  light  your  pipe,  and  under  the  soothing  influence 
of  that  friend  of  mankind  search  out  the  weak  spots,  con- 
sider whether  your  beautiful  theoretical  method  is  not 
practically  impossible,  decide  that  it  be  so,  throw  your 
papers  into  the  fire,  and — start  afresh. 

This  is  the  way  I  draft  a  system  of  Cost  Accounts  for 
a  small  manufacturer. 

Cost  Accounts  may  be  defined  as  a  system  of  recording  in 

accounts  the  materials  used  and  labour  employed  in  the 

manufacture  of  a  certain  commodity  or  on  a  particular  job. 

The  cost  of  any  article  or   job   may  be  classified   as 

follows :  — 

(i)  The  Prime  Cost,  or  Cost  of  Production,  consisting  of 

the  expenditure  on  Raw  Materials,  Direct  Wages,  and 

other  expenditure  directly  chargeable — e.g..  Carriage 

on  Goods  Inwards. 

(2)  Shop  Expenditure,  or  General  charges.  This  includes 
the  Wages  of  Foremen,  Power,  Tools,  Upkeep,  and 
all  expenses  incidental  to  production. 

(3)  Establishment  Expenses,  or  Expense  of  Distribution 
and  Administration,  including  Ofl5ce  Salaries  and 
Expenses,  Travellers'  Salaries,  &c. 

The  expenditure  under  headings  (i)  and  (2)  varies 
according  to  turnover.  The  establishment  expenses  arc 
more  or  less  fixed,  and  the  trade  done  might  be  doubled  in 
many  cases  without  any  appreciable  increase  in  this 
direction. 
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It  may  therefore  be  said  that,  assuming  an  average  rate 
of  gross  profit,  there  is  a  certain  turnover  that  must  be 
done  in  every  business  in  order  to  pay  the  establishment 
charges,  and  therefore  it  is  often  advisable  to  take  contracts 
that  show  a  very  bare  margin  of  net  profit  in  order  that  the 
dead  cost  on  other  jobs  may  be  reduced. 

The  object  of  any  system  of  Cost  Accounts  is  primarily 
to  show — 
(i)  The  prime  cost,  or  cost  of  production,  so  that  the 
manufacturer  may  know  either  the  profit  or  loss  on 
the  article  or  job,  or,  if  not  sold,  the  selling  price  he 
should  charge. 
(2)  The  analysis  of  such  cost. 

The  secondary  objects  may  be  described  as  follows :  — 
(i)  To  obtain  reliable  records  of  work  done  for  future 
reference. 

(2)  To  detect  waste  of  material  or  loss  of  time. 

(3)  To  act  as  a  check  on  managers  and  others  in 
authority. 

(4)  To  enable  monthly  or  other  periodical  returns  to  be 
prepared  to  show  the  progress  of  the  business. 

In  some  businesses,  as,  for  example,  an  electro-plate  and 
cotleiy  manufacturer,  it  is  only  necessary  to  obtain 
departmental  results  showing  the  total  cost  of  goods  manu- 
factured in  each  department ;  whilst  in  the  case  of  an 
undertaking  producing  but  one  class  of  article,  such  as  a 
colliery  or  a  brewery,  only  the  average  cost  per  unit  of  each 
stage  of  manufacture  is  required. 

Again,  in  some  undertakings  the  transactions  are 
divisible  into  distinct  contracts,  and  the  separate  result  of 
each  contract  is  desired ;  whilst  in  others  which  manu- 
facture a  great  number  of  different  articles,  each  under- 
going several  processes,  it  is  both  the  cost  of  each  process 
and  the  ultimate  cost  of  each  article  that  has  to  be 
obtained. 

On  this  occasion  we  will  only  consider  the  system  to  be 
adopted  in  these  two  latter  cases. 

For  this  purpose  it  is  necessary — 

(i)  That  the  direct  wages  are  analysed  to  the  various 
contracts  or  jobs. 

(2)  That  the  materials  used  are  similarly  charged. 

(3)  That  the  fixed  charges  are  properly  apportioned. 

Direct  Wages, 

It  is  most  imperative  that  a  good  system  of  recording  the 
cost  of  labour  be  adopted  and  carried  out. 

The  timekeeper  should  keep  a  record  of  the  time  worked 
by  each  man.  In  addition  each  workman  must  enter  the 
time  spent  by  him,  and  particulars  of  the  work  done,  on 
each  job,  on  a  Time  Sheet  which  he  receives  from  the 
timekeeper  each  morning  on  "checking  in"  and  hands  in 
at  night  on  "checking  out." 

The  total  time  must  agree  with  that  recorded  in  the 
Timekeeper*s  Book. 

A  simple  form  of  Time  Sheet  is  as  follows  :  — 


Porm  I. —  TiMB  Shbbt. 

Workman's  Name Date. 

No Occupation 


Job 
No. 


Name  of 
Customer 


Particulars  of 
Work  done 


Hours 


Rate 


Amount 


I     8     d 


(Signed) Foreman, 

Next  morning  these  sheets  are  sent  up  to  the  office,  and 
the  cost  clerk  proceeds  to  post  the  various  amounts  to  the 
Cost  Ledger. 

This  may  be  done  direct  from  the  Time  Sheet,  in  which 
case  he  first  fills  in  the  "Rate"  column,  calculating  the 
cost  of  the  time  spent  according  to  the  wages  paid  to  each 
man. 

If  he  adopt  this  method,  in  order  to  ascertain  the  total 
wages  charged  he  will  enter  the  various  totals  in  a 
Summary  Book,  in  order  that  the  total  wages  charged  may 
be  agreed  with  the  wages  paid. 

The  Time  Sheets  are  usually  so  badly  written  up  that  in 
a  small  business,  where  full  details  of  the  work  done  have 
to  be  shown  in  the  Cost  Ledger  (as  explained  hereafter),  the 
particulars  are  often  copied  into  a  Time  Summary  Book, 
ruled  as  follows : — 

Form  a. —        Timb  Summary  Book. 


Workman's 
Name 


Particulars  of 
Work  Done 


il 


Time 
Value 
at  Cost 


£  s  d 


•2 


Time 

Value 

Charged 

Custom'r 


£    8    d 


r 


This  method,  hovirever,  involves  a  considerable  amount 
of  clerical  labour,  and  in  many  concerns  it  is  not  nece^ 
sary  to  show  the  details  of  the  work  done  in  the  Cost 
Ledger 

In  this  case  the  various  items  can  be  posted  to  a 
Summary  ruled  as  follows : — 
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Form  3.— 


Wages  Summary  for  Week  ending. 


Order  No j   Order  No 

Order  No 

Order  No 

Order  No 

Order  No 1                    Summary 

1 

Time 
Sheet 

A«^0""*      ShTet 

Amount 

Time 
Sheet 

Amount 

Time 
Sheet 

Amount 

Time 
Sheet 

Amount 

Time 
Sheet 

«               1 
Amount    [Order  No. 

Cost    1 
Ledger       Amount 
Fo. 

£  s  d   ; 

1 

£    s    d 

£    s    d 

£    s    d 

£    s    d 

£    s    d 

£    s    d 

1 

i 

The  amount  shown  on  the  Time  Sheet  is  entered  each  day  in  the  Summary,  and  the  weekly  total  posted  to  the 
Cost  Ledger. 

Another  very  convenient  Form  is  that  given  in  Best's  '*  Cost  Accounts,"  the  ruling  of  which  is  here  reproduced. 


Form  4.- 


Wages  Book  where  Money  Cost  with  no  details  is  all  that  is  needed. 
Wages,  Week  ending 


1  r 

617   8 


I     I 


'     I 


I 


I 


15  r6  I7|i8|ig20  2i  72  23  24 

Mill 


25  26  27I28I29  30  31  3233  34135 


I 


I     I 


I     ' 


I  I 


136  37  38  39:4oi|;SISo.      o 

£s  d 


1  I 


S  «-  «      ^ 


I    ■ 

I       I 


I 


I    I    I 


I 


I 


Note.—TY\e  right-hand  Total  would  equal  the  Wages  paid,'  and  if  40  men  were  employed  on  one  job  the  number  of  hours  of  each  would  be 
placed  on  the  line  and  cross  totalled.  The  Numbers  at  the  top  denote  which  man  has  spent  the  time,  and  the  total  on  each  job,  without  any 
particulars,  is  taken  to  the  Cost  Ledger. 
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Numerous  other  forms  could  be  given,  but  all  attain  the 
s^me  object  and  are  framed  on  the  same  lines,  the  result 
being  that  the  Cost  Ledger  Account  is  charged  with  the 
actual  cost  price  of  the  direct  labour  employed  on  each 
job,  and  as  Unchargeabl«  Time,  Time  spent  on  Repairs, 
Cleaning  up  Shop,  &c.,  are  all  recorded  on  the  Time 
Sheets  azxi  charged  to  a  Cost  Ledger  Account,  it  neces- 
sarily follows  that  the  total  wages  charged  each  week,  as 
shown  by  the  Time  Summary  Book,  must  agree  with  the 
direct  wages  paid. 

It  is  often  contended  that  it  is  difficult  to  get  the  work- 
men to  properly  enter  up  the  Time  Sheets,  and  that  this 
fact  is  an  insurmountable  difficulty  to  the  adoption  of  a 
cost  system. 

This  argument  is  certainly  good  for  the  first  week  or 
two,  but  with  a  little  tact  and  firmness  the  men  will  soon 
get  accustomed  to  the  change  and  fill  up  the  sheets  as  a 
matter  of  course.  Perhaps  here  and  there  an  old  stager 
will  refuse  point-blank  to  comply,  buit  very  probably  the 
true  reason  of  his  obstinacy  is  due  to  the  fact  that  he 
cannot  write  and  does  not  wish  to  appear  ignorant  before 
his  fellows.    In  such  cases  his  Time  Sheet  can  always  be 


I  filled  up  by  the  foreman,  and  as  in  these  days  of  Stats 
I  education  the  illiterate  workman  is  becoming  more  and 
more  rare,  it  is  safe  to  assume  that  ere  long  he  will  be 
'  called  upon  to  render  that  last  account  which  we  all  have 
to  give,  and  his  place  taken  by  another  who  will  have  no 
'  cause  for  such  an  objection  to  the  system. 
I  Materials. 

Although  not  absolutely  essential,  it  is  very  desirable 
that  a  proper  record  be  kept  in  every  manufacturing  busi- 
'  ness  of  stores  purchased  and  used. 

The  risk  is  so  great  that  materials  may  be  used  on  a  job 
I  and  never  charged,  or  maybe  even  taken  away,  that 
'  without  such  record  it  is  impossible  to  exercise  any  proper 
'  supervision. 

Materials  may  be  divided  into  three  classes :  — 
{a)  Goods  and  materials  purchased  direct  for  a  job. 
(b)  Goods  and  materials  for  stock. 
I      (c)  General  stores  (such  as  nuts,  bolts,  &c.)  of  which  no 
proper  record  can  be  kept. 
Goods  and  materials  purchased  direct  for  a  job  can  be 
charged  direct  to  the  Cost  Ledger,  the  Purchase  Journal 
being  ruled  as  follows :  — 


Form  5.— 


Purchase  Journ.\l. 


Date  of  1   t              y^^„,^ 

Weight 

0) 

1      Goods  and 
1    Materials  for 
Stock 

Goods  and  Materials 
Purchased  direct 

General 
Stores 

Other 
Analytical 
Columns 

Invoice  ,    5                 ^*"^^             ^             rarucuxar^ 

1    = 

Aiuouoi  Is               .            , 

!  Led.!  Amount  1  No  of 

Cost 

Led. 

fo. 

Amount 

1 

T.c.q.  lb. 

1 
1 

1 
1 

1 
1 

1 

1 

t 

1 

1 

£     s    d  1            ;  £     s    d 

1            1 

1      1 
1      1 

£    s    d 

In  Che  analysis  columns  space  is  provided  for  Goods  and  \ 
Materials  Purchased  direct.    The  amount  of  each  invoice  | 
is  therefore  debited  direct  to  the  Cost  Ledger  from  this  I 
source,  and  any  work  sub-contracted  is  dealt  with  through 
this  medium  in  the  same  way.  | 

It  must  be  remembered,  however,  that  the  Cost  Ledger 


is  only  a  subsidiary  book,  and,  as  far  as  the  financial 
accounts  are  concerned,  not  part  of  the  system.  Therefore 
an  account  must  be  opened  in  the  Nominal  Ledger  for 
"  Goods  and  Materials  Purchased  direct,"  and  the  monthly 
total  in  the  Purchase  Journal  debited  to  this  account. 

It  is  impossible  to  keep  any  proper  record  of  small 
stores,  but  for  other  materials  and  goods  purchased  an 
account  should  be  opened  in  a  Stores  Ledger,  all  stores 
purchased  being  debited  and  stores  issued  credited. 

The  balance  on  each  account  then  shows  the  amount  that 
should  be  in  hand. 


Usually  Stores  Accounts  only  record  quantities  and  not 
values,  although  personally  I  prefer,  if  possible,  to  show 
the  cost  of  stores  purchased,  crediting  each  month  the 
value  of  the  stores  issued.  This,  however,  is  imprac- 
ticable, if  one  Stores  Account  is  used  to  record  stores  of 
different  quality  although  of  the  same  character,  as  some- 
times is  the  case. 

The  posting  to  the  debit  of  the  Stores  Ledger  is 
made  from  the  Purchase  Journal ;  but  if  it  is  desired 
to  analyse  the  stores  purchased  in  that  book,  the  various 
quantities  can  be  charged  direct  from  the  invoices,  this 
generally  being  the  more  simple  method. 

The  monthly  totals  of  the  Purchase  Journal  are  posted 
to  the  debit  of  Nominal  Accounts  with  headings  to 
correspond  to  those  given. 

The  following  is  a  useful  form  of  Stores  Ledger :  — 
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Form  6.— 

Name... 


Stores  Ledger. 
Maximum.... 


Minimum . 


Received  into  Stock 

i 

I                                         Issued  out  of  Stock 

Date 

No.  of 
Invoice 

No. 

Quantity 
Weight 

Rate 

Amount 

i 

Date 

No.      1              Quantity 
Requis'n 

^°^®     1     No.    1        Weight 

Rate 

Amount 

T.    c.  qr.   lb. 

£       s       d 

1 

1 

! 

T.    c.   qr.    lb. 

£        s        d 

Material  purchased  for  stores,  together  with  the  Delivery 
Note  contaiaing  particulars  of  the  same,  is  sent  to  the 
store  room,  to  be  more  or  less  jealously  guarded  by  a  more 
or  less  competent  storekeeper,  who  should  only  issue  any 

Form  7. —  Stores  Requisition. 


material  on  receipt  of  a  Requisition  Note  bearing  the 
number  of  the  job  for  which  it  is  required,  a  full  descrip- 
tion of  the  goods,  and  the  signature  of  the  foreman. 


No.     137 

Stores  Requisition. 

Order  No 

Particulars : 


STORES    REQUISITION. 
Stores  Requisition  No.        137  igo 


Quantity 

Description 

Rate 

Value 

Fo. 

£    s  d 

Order  No. 

Signed,... 

. ...       Man's  No 

•  ••  / 

Generally  the  workmen  fetch  the  material  required  and 
sign  the  Requisition  Notes  themselves,  the  foreman 
examining  the  same  each  day  and  initialling  them  if 
correct. 

Any  material  not  required  is  returned  to  the  storeroom, 
accompanied  by  a  Stores  Returned  Note,  and  is  dealt  with 
in  a  converse  manner. 

Sometimes  the  Stores  Ledger  is  kept  by  the  storekeeper, 
but  it  is  better  for  it  to  be  written  up  by  a  clerk  who  ha* 
nothing  to  do  with  the  receipt  and  issue  of  the  stores. 

The  posting  to  the  credit  of  the  Stores  Ledger  can  be 


made  either  direct  from  the  Requisition  Note  or  from  the 
Materials  Issued  Book,  explained  later. 

Each  account  in  the  Stores  Ledger  thus  shows  the 
quantity  that  should  be  left  in  stock,  and,  although  there 
necessarily  is  a  certain  amount  of  leakage  due  to  waste, 
the  results  shown  on  stocktaking  should  be  approximately 
correct. 

It  must  be  distinctly  understood  that  the  Stores  Ledger 
is  quite  apart  from  the  Cost  Books,  and  has  nothing  to  do 
with  the  financial  accounts.     Its  only  object  is  to  ensure 
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that  all  materials  purchased  for  stock  have  been  properly 
accounted  for,  and  that  no  leakage  is  taking  place  in  this 
direction. 

Now  it  has  already  been  explained  that  goods  and 
material  purchased  specially  for  a  particular  job  are  posted 
direct  to  the  Cost  Ledger  Account,  so  we  now  have  to  con- 
sider how  materials  used  out  of  stores  are  charged  up 
Three  methods  can  be  adopted : — 

By  the  first  the  value  of  the  goods  is  calculated  and 
shown  on  the  Requisition  Note,  and  the  posting  made  from 
that  source,  the  totals  being  entered  in  a  Summary  Book. 

The  second  method  is  to  enter  full  particulars  in  a 
MaUrials  Issued  Book. 

Form  8. —     Materials  Issued  Book. 


Dale 


Description  of 
Stores  Issued 


Weight 


T.c.  q.lb. 


Amount 


£    s    d 


go 

<'3 


Each  Requisition  Note  is  entered  up  in  this  book,  and 
the  amount  posted  to  the  Cost  Ledger. 

The  credit  posting  to  the  Stores  Ledger  can  be  made 
from  this  source  instead  of  from  the  Requisition  Note,  but 
in  practice  the  latter  is  the  better  method. 

The  third  method  is  to  enter  up  the  Requisition  Notes  in  a 
Materials  Abstract  Booky  the  weekly  totals  being  posted  to 
each  job  in  the  Cost  Ledger  and  no  details  given. 

The  method  to  be  adopted  will  vary  according  to  the 
requirements  of  each  case ;  but  if  an  analysis  of  the  stores 
•ssued  is  desired,  the  second  method  is  the  more  convenient 
\o  adopt ;  and  as  this  book  can  be  kept  by  the  storekeeper 
the  extra  clerical  labour  involved  in  entering  up  the  par- 
ticulars of  each  Requisition  Note  is  not  much  increased. 


Form  9,— 


Materials  Abstract   Book 


Order  No 

Order  No.:.... 

Ordt 

rNo 

Order  No 

Order  No 

Order  No 

Summary 

^S^        Amount 

No., 

Req. 
No 

Amount 

Req. 
No. 

Amount 

Req. 
No. 

Amount 

Req. 
No. 

Amount 

Rrq. 
No. 

Amount 

Order 
No. 

Amount 

Cost 

Book 

Fo. 

C    s    d 

£     s    d 

£    s  d 

£    s    d 

£    s    d 

£    s  d 

£       s       d 

40  Accounts  can  be  shown  on  each  page. 


The  Stores  Returned  will  be  entered  in  red  ink  and 
deducted  from  the  amount  charged. 

In  this  way  all  the  materials  actually  used  on  each  job 
are  debited  to  some  account  in  the  Cost  Ledger,  the  total 
amount  posted  to  the  Cost  Ledger  being  ascertained  from 
the  Summary  or  Materials  Issued  Booky  which  latter  may 
be  analysed  as  required. 

The  General  Stores  used  of  which  it  is  not  possible  to 
keep  any  proper  account  cannot  be  charged  up  from 
Requisition  Notes,  so  on  the  completion  of  the  job  it  is 
usual  for  the  foreman  to  state  what  amount  is  to  be  debited 
through  the  Materials  Issued  Book  or  Summary  for  such 


Oncost, 

Up  to  now  we  have  shown  how  the  direct  wages  and 
materials  used  on  each  job  are  charged  up.  We  have 
therefore  to  consider  how  the  fixed  charges  are  to  be 
apportioned  to  the  various  jobs. 

As  already  explained  on  p.  316.  the  fixed  charges  can  be 
divided  into  two  classes — viz.,  Shop  Expenditure  and 
Establishment  Expenses,  generally  known  as  Shop  Oncost 
and  OHice  Oncost,  whilst  Oncost  may  be  defined  as  the 
amount  to  be  added  to  prime  cost  to  provide  for  this 
expenditure. 
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In  considering  the  method  to  be  adopted  to  charge 
oncost  we  have  not  time  to  view  the  matter  from  a  purely 
scientific  standpoint,  and  debate  what  effect  bad  weather, 
a  general  holiday,  or  a  football  cup  tie  has  on  the  amount 
to  be  charged. 

Sufficient  is  it  for  our  purpose  to  discuss  the  general 
principles. 

In  the  first  place,  it  is  evident  that  the  amount  to  be 
charged  is  dependent  on  past  experience,  and  it  has  been 
mentioned  that  a  certain  turnover  must  be  assumed  to 
arrive  at  the  percentage  required.  Now,  on  what  basis 
should  the  calculations  be  made?  On  prime  cost  (i.^., 
materials  and  labour)  or  on  materials  only,  or  on  labour 
only? 

It  is  self-evident  that  these  expenses  do  not  vary  with 
materials ;  for,  to  take  a  simple  example,  supposing  the 
cost  of  two  cylinders  of  exactly  the  same  size  is  as 
follows :  — 

Brass       Iron 

Material         ;f  60        /lo 

Labour  10  10 


Prime  Cost 


Ino       /20 


If  we  add  20  per  cent,  oncost  to  total  cost  the  brass 
cylinder  would  be  charged  with  £\^  and  the  iron  one  with 
;f4,  although  actually  there  would  be  very  little  difference 
between  the  two  ;  and  if  the  price  of  brass  rose  so  that  the 
materials  in  the  first  case  cost  ;f  80,  the  oncost  would  also 
increase  £^» 

Such  a  method  is  obviously  incorrect,  and  except  in 
special  cases  the  oncost  added  should  always  be  based  on 
labour. 

Some  contend  it  should  be  calculated  on  the  time 
employed,  and  not  on  the  cost  of  the  labour,  but  this  pro- 
position,  although   feasible  at  first   sight,   is   untenable. 


owing  to  the  fact  that  whereas  a  skilled  man  at  a  high 
wage  may  get  one  job  finished  in  a  certain  time,  a  less 
competent  man  at  half  the  wages  will  take  twice  as  long 
over  similar  work. 

The   method   usually    adopted    is    as    shown,   in    the 
following  example:  — 

Prime  Cost — 

Materials        . .         . .        /300 
Wages 100 


Shop  Oncost — 
50%  on  Wages 


Office  Oncost — 

10%  on  Shop  Cost 


Shop  Cost 


Total  Cost 


450 

45 

^495 


As  oncost  is  an  estimated  provision  for  indirect 
expenses  the  manufacturer  should  carefully  examine  his 
expenditure  as  shown  by  his  Trading  Account  each  yeai, 
revising  his  percentages  where  necessary.  In  the  case, 
however,  where  various  articles  are  manufactured  a 
different  rate  is  often  added  for  each  class. 

Having  briefly  discussed  the  principles  of  costing,  we 
will  now  apply  them  to  the  requirements  of  a  small 
manufacturer. 

For  our  first  example  we  will  take  the  case  of  a  motor 
car  manufacturer  doing  a  repairing  trade. 

Each  order,  when  received,  is  first  entered  in  an  Order 
Book,  and  then  a  Shop  Order  is  given  out  stating  the  par- 
ticulars of  the  work  to  be  done. 

The  time  spent  by  each  workman  is  recorded  in  one  of 
the  ways  given  above,  and  the  materials  used  on  the  job 
are  entered  up  as  already  described. 

The  Cost  Ledger  is  ruled  as  follows: — 


Form  lo.— 

No.  of  Job 

Customer's  Name. 
Address 


Cost  Ledger. 


Description  of  Car. 


WAGES 


D    1 


No.  of 
Time 
Card 


Workman's 
Name 


I 


Particulars 


Time 
Value 
at  Cost 

i    s    d 


Time 

Value 

Charged 

Customer 

i     s    d 


MATERIALS 


Date 


V  o 


Description 


l-a 


IS.& 

S 


Amount 
at  Cost 


i    s    d 


Amount 

at  Selling 

Price 


£     s    d 


1 L 
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A  separate  account  is  opened  for  each  customer.  At  the 
top  of  the  page  is  given  the  customer's  name  and  address, 
the  number  of  the  job,  and  a  description  of  the  car,  this 
latter  being  useful  for  purposes  of  reference,  especially  if 
one  customer  has  two  or  more  cars.  ''  • 

Each  day  the  time  spent  by  each  workman  is  posted  up 
from  his  Time  Card  (or  the  Time  Summary  Book), 
calculated  at  cost  price. 

Similarly  the  materials  used  on  each  job  are  charged 
from  the  Materials  Issued  Book. 

The  selling  price  columns  have  no  connection  with  the 
costing,  but  are  inserted  so  that  the  amount  charged  the 
customer  may  be  shown  alongside  the  cost,  as  very  often 
the  Repair  Accounts  are  rendered  in  full  detail,  and  hence, 
by  so  doing,  the  invoice  clerk  has  merely  to  copy  out  the 
particulars  as  there  given,  altering  the  wording  where 
necessary  and  substituting  the  figures  given  in  the  selling 
price  column  for  the  cost  prices. 


In  practice  this  is  found  of  very  great  convenience,  and 
is  particularly  suitable  for  all  jobbing  tradesmen — such  as 
plumbers,  small  builders,  and  the  like. 

When  the  job  is  completed  the  account  is  ruled  off,  the 
oncost  added,  and  the  total  transferred  to  the  Sales 
Journal. 

By  using  a  separate  page  for  each  customer  successive 
jobs  can  be  posted  to  the  same  account,  thus  reducing  the 
number  of  accounts  in  the  Cost  Ledger. 

Accoi^nts  are  also  opened  for  Repairs  to  Plant  and 
Machinery,  Additions  to  Plant  and  Machinery,  Repairs  to 
Loose  Tools,  Car  Hire,  and  Unchargeable  Time,  and  any 
time  spent  or  materials  used  for  these  purposes  are  charged 
up  in  the  same  way  as  work  for  customers. 

Separate  Accounts  are  also  opened  for  each  car  manu- 
factured, and  all  expenditure  incurred  debited  thereto. 

When  a  job  is  completed  the  Cost  Ledger  Account  is 
added  and  an  entry  made  in  the  Sales  Journal,  which  is 
ruled  as  follows  :  —  * 


Farm  ii.— 


Sales  Journal. 


s 

1. 

s  0 

r 

Name 

^ 

*« 

,  1 

O-fl       1  — 

Factored  Goods 

Contract  Work 

s 

Particulars!  ^. 

!1 

Tyres        -g     I     .Petrol 

Sundr's 

1 

1 

r 

I 

i 

Expenses 
added 

Total  Cost 

1 

J 

J 

^"1 

> 

Access 
Galls. 

Amount 

1 

1 

i 

£  s  d 

1 

£   R  d'£sd' 

1 
1 

£   s  d 

£  s  d    £-sd 

£sd 

£  sd 

£   s  d    £   s  d 

1 

£  s  d 

£  s  d 

The  Sales  Journal  is  used  to  record  sales  of  factored 
goods  as  well  as  contract  work,  and  although  this  is  not 
a  lecture  on  the  accounts  of  motor  car  dealers,  yet  it  may 
not  be  inopportune  to  mention  that  the  number  of  tyres 
and  quantity  of  petrol  should  be  recorded  in  both  Sales 
and  Purchase  Journals,  thus  facilitating  the  balancing  of 
the  Stores  Accounts. 

As  regards  contract  work,  the  amount  charged  the 
customer  is  entered  in  the  "Amount  to  be  debited" 
column,  and  posted  to  the  Sales  Ledger.  The  cost  of  time 
expended  and  materials  used,  as  shown  by  the  Cost 
Ledger,  is  entered  in  the  respective  columns  provided, 
together  with  the  oncost  added. 

Incidentally  it  may  be  mentioned  that  it  is  the  custom  to 
add  a  further  percentage  to  the  actual  oncost,  which 
amount  is  known  only  to  the  management,  so  that  the 
office  staff  may  not  see  the  actual  profit  made  on  each  job. 


The  total  cost  is  tlien  extended  and  the  profit  or  loss  on 
each  job  shown. 

To  now  review  the  system  described,  we  find,  firstly,  that 
all  time  spent  by  the  workmen  has  been  charged  up  to 
various  accounts  in  the  Cost  Ledger,  such  accounts  con- 
sisting of  Jobs  for  Customers,  Unchargeable  Time,  Time 
and  Materials  on  Additions  and  Repairs,  Car  Hire,  &c. 
Secondly,  that  all  materials  used  have  been  recorded  in  the 
Materials  Issued  Book  (or  Summary)  and  charged  up  in 
the  Cost  Ledger  in  a  similar  manner.  Thirdly,  that 
Completed  Jobs  for  customers  have  been  transferred 
through  the  Sales  Journal  to  the  debit  of  the  customer 
after  adding  oncost  and  profit.  Lastly,  that  the  only 
balances  remaining  in  the  Cost  Ledger  are  those  recording 
Time  and  Materials  on  uncompleted  work.  Repairs,  New 
Cars,  &c. 
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These  balances  are  extracted,  and,  with  the  exception  of 
Uncompleted  Work  for  customers,  the  Cost  Ledger 
Accounts  are  ruled  off,  the  transfer  to  the  financial  books 
being  made  as  explained  later. 

A  Work  in  Progress  Account  can  now  be  prepared  to 
test  the  clerical  accuracy  of  the  postings  made  into  the 
Cost  Ledgers  during  the  month,   and  to  show  how  the 


various  items  are  brought  into  and  reconciled  with  the 
financial  books. 

It  must  always  be  remembered  that  the  Cost  Books  aie 
subsidiary  books,  and  the  Work  in  Progress  Account  is  the 
turnstile  through  which  the  items  find  their  way  into  the 
financial  books.  This  Work  in  Progress  Account  is  as 
follows :  — 


Form  la.— 


Work  in  Progress  Account  for  Month  ending 190. 


190. 


190. 


To  Time  and  Materials  on  Work 
in  Progress  at  beginning  of 
Month    ..        ....        .. 

.  Wages  paid         

1     Time 

Materials 

£     s    d 

C.    ' 
N.L.  1 

£    s    d 

1 
1 

«   Materials  used  as  per  Materials 

Day  Book        

»   Materials  charged  direct 
«   Direct  Payments 

To  Time  and  Materials  on  Work 
in  Progress 

N.L.I 
N.L. 

N.L.| 

j 

c.  j 

190. 


By  Cost  of  Completed  Work  as 

per  Sales  Journal 
m    Repairs  to  Plant 
«    Additions   ditto 
«    Unchangeable  Time 
,    Car  Hire  . . 
»    New  Cars.. 

&c.  &c. 
.    Uncompleted  Work  as  per  list 

chargeable  to  Customers  . . 


P. 
Jnl. 


C. 


Time      Materials 


£    s    d     £     s    d 


Two  columns  are  provided  for  Time  and  Materials.  The 
first  entry  shows  the  time  and  materials  on  uncompleted  work 
at  the  commencement  of  the  month. 

The  Wages  are  transferred  from  the  Nominal  Ledger 
Account,  to  which  the  amount  paid  is  posted  each  week 
from  the  Cash  Book,  all  of  which  sum  has  been  charged 
to  the  various  Cost  Accounts  through  the  Time  Summary 
Book. 

The  Materials  used,  the  total  of  which  is  obtained  from 
the  Materials  Issued  Book  or  Summary,  are  credited  to 
Stores  Account  in  the  Nominal  Ledger. 

The  Materials  charged  direct  are  credited  to  the  Nominal 
Ledger  Account  so  headed,  the  debit  of  which  has  come 
from  the  Purchase  Journal.  Direct  Payments  have  been 
posted  from  the  Cash  Book  to  the  debit  of  a  Direct  Pay- 
ments Account,  so  this  amount  is  transferred. 

Therefore  all  the  debits  in  the  Work  in  Progress 
Account  have  been  credited  to  some  Nominal  Ledger 
Account,  the  particulars  being  obtained  from  the  Cost 
Books. 

The  first  entry  on  the  credit  side  gives  the  cost  of  time 
and  materials  on  completed  jobs  as  shown  by  the  Sales 
Journal.    This  amount  is  debited  to  Trading  Account.    A 

"■rnal  entry  is  then  made  as  follows :  — 


Sundries Dr. 


To  Work  in  Pro/^ess  Account. 


For  Time  and  Materials  on  sundry  Jobs 
as  per  Cost  Ledger  transferred  as 
follows:—  £    s    d 

New  Cars     . . 
Additions  to  Plant . . 
Repairs  to  ditto 
Car  Hire 

Unchargeable  Time 
&c.    &c. 


Dr. 


£  s  d 


N.L. 


N.L 
P.L. 
N.L. 


Cr. 


£    s   d 


I 


the  various  accounts  in  the  financial  books  being  debited 
and  Work  in  Progress  Account  credited.  The  only  accounts 
not  ruled  off  in  the  Cost  Ledger  are  those  for  Work  on 
Uncompleted  Jobs  for  Customers.  A  list  is  made  of  these, 
and  the  total  credited  to  Work  in  Progress  Account  and 
brought  down  as  a  balance.  This  balance  is  the  amount  of 
work  in  progress  at  cost,  to  be  treated  as  an  asset  on 
closing  the  financial  books. 

If  the  Cost  Books  have  been  correctly  posted  the  Work 
in  Progress  Account  must  necessarily  balance,  the  account 
corresponding  to  the  Adjustment  Account  prepared  when 
the  Ledgers  are  self-balancing. 
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Assuming  that  the  Work  in  Progress  Account  has  been 
completed,  we  have  now  accomplished  the  first  five  of  the 
six  objects  of  the  costing  system  previously  mentioned. 

This  last  is  the  preparation  of  the  Monthly  Return  to 
show  the  progress  of  the  business. 


This  return  will  be  in  two  parts — viz.,  Factored  Sales 
and  Contract  Work.  On  the  present  occasion  we  are  only 
concerned  with  the  latter. 


Form  13.— 


Contract  Work. 
Monthly  Return  for  Month  ending igo. . 


To  Cost  of  CompUttd  Work  :— 

Wages  

Materials       

Direct  Expenses 

•  /Vo>E/ as  per  Sales  Journal       £ 

Less  Loss  

Add  Oncost  Charged  before  arriving  at 
above  Profit 

To  Skop  Charges— estimated  at 

•  Estabiiskment  Expenses— e^tiaiAted  at 

.    Net  Trading  Pro/it  for  Month 


£    s    d 


£    s    d 


By   Sales  and  Work  for  Month    charged    to 
Customers 


By  Gross  Profit  brought  down 

rk  in  Prog 
Wages . . 
Materials 


«    Work  in  Progress  :— 
Wages . .        £ 


The  total  amount  charged  to  customers  for  work  done 
(as  per  Sales  Journal)  is  credited,  and  the  cost  of  such  work 
as  shown  by  the  Work  in  Progress  Account  debited.  The 
balance,  therefore,  is  th«  gross  profit,  which  sum  must 
agree  with  the  total  Profit  (less  loss)  column  in  the  Sales 
Journal  after  adding  to  the  latter  the  oncost  not  debited 
above. 

Against  this  profit  has  to  be  charged  the  estimated  Shop 
Charges  and  Establishment  Expenses,  the  balance  being 
the  net  tiading  profit. 

The  final  Trading  Account  will  be  prepared  in  similar 
form,  the  actual  amount  of  Shop  Charges  and  Establish- 
ment Expenses,  as  shown  by  the  various  accounts,  being 
debited.  Comparison  can  then  be  made,  and  the  oncost 
to  be  added  in  the  future  adjusted,  if  necessary. 

Thus  by  means  of  this  system  of  costing  the  manage- 
ment are  able  at  any  time  to  refer  to  the  cost  of  any 
particular  job,  and,  in  ad  iition,  they  can  ascertain  each 
roonth  the  approximate  net  trading  profit  made  and 
inquire  into  any  leakage  or  shortage  thus  revealed. 

The  system  is  applicable,  with  slight  alterations  and 
modifications  to  any  concern  doing  contract  or  jobbing 
work,  and  the  clerical  labour  entailed  is  not  heavy  com- 
pared with  the  results  obtainable. 

Another  advantage  of  the  system  is  that  it  is  applicable 
to  small  and  large  businesses  alike,  and  therefore  .as  the 
volame  of  trade  increases  the  introduction  of  fresh 
methods  becomes  unnecessary. 


Example  11, — For  our  second  example  we  will  take  the 
case  of  a  tool  manufacturer  manufacturing  a  number  of 
different  articles — such  as  Twist  Drills,  Cutters,  Hammers, 
Taps,  &c. — each  article  undergoing  a  number  of  different 
processes,  for  which  the  workmen  are  paid  by  piece-work. 

Goods  will  be  made  for  stock  as  well  as  for  customers* 
orders,  and  it  is  desired  to  ascertain  not  only  the  actual 
cost  of  each  order,  but  also  the  cost  of  the  labour  on  the 
various  processes  and  of  the  materials  used,  whilst  in 
addition  the  results  must  be  so  summarised  that  a 
Monthly  Return  can  be  prepared. 

In  this  case  the  chief  difficulty  lies  in  the  fact  that  the 
workmen  are  paid  by  piecework  and  obtain  different  rates 
for  different  classes  of  work. 

It  would  be  simple  to  assume  for  theoretical  purposes 
that  the  rate  was  fixed  and  unchangeable,  but  little  the 
use  to  here  explain  a  method  that  would  but  seldom  be 
possible  in  practice. 

There  is  an  old  saying  thait  "  Difficulties  only  exist  to  be 
overcome,"  and  it  cannot  be  gainsaid  that  those  which 
have  to  be  met  are  better  dealt  with  to-day  than  on  the 
morrow,  therefore  we  will  take  matters  as  they  are,  and 
try  and  wend  our  way  through  the  labyrinth  of  complica- 
tions, in  the  hope  that  we  may  reach  the  goal  of  a  Work 
in  Progress  Account. 

All  orders  when  received  will  be  numbered,  filed,  and 
entered  in  an  Orders  Received  Book  ruled  as  follows:  — 
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Form   14.— 


Orders   Received  Book. 


Date  of 
Order 


Order 

No. 


£2: 

(A  U 


Customer's 
Name 


Particulars  of  Goods 
ordered 


Date  to  be 
delivered 


Date 
delivered 


Date 
invoiced 


00 


Remarks 


A  Shop  Order  will  then  be  issued,  the  orders  being  contained  in  carbon  duplicate  books,  and  printed  on  thin 
cardboard.  When  the  job  is  finally  completed  the  Shop  Order  will  be  returned  to  the  office  and  ticked  off  with 
the  Orders  Received  Book. 


Form  15.— 


Shop  Order. 
To  BE  Rrturned  with  Goods. 


Order  No. 


iSued  1        ^ocesB       j  Quantity 

SPECIFICATION 

Deliver        Date       \A/oe»«« 
by        Delivered  Wasters 

Certified 
by 

How  Dealt  with 

i                            1 

! 

; 

' 

1 

1 

1 

1                  1 

1 

1 

1 

, 

Reverse   Side 


PROCESS 


Smiths        

Turning 

Drilling 

Milling        

Hardening  and  Marking 
Glazing  and  Grinding  . . 
Bench  Work 


Designation 


MATERIALS   USED 


S 
T 
D 
M 
H 
G 
B 


MEMORANDA 

Goods  finally       > 
received  completed  f 

Despatched  per  

Invoiced  to   


{To  be  continued,) 
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Aancbester  Statistical  Societi?. 

Appreciation  of  Municipai  AsseU. 


By  Francis  G.  Burton,  F.S.A.A. 


A  PAPER  read  before  members  of  the  above  Society  ol 
January  23rd  1907. 

The  subject  which  I  venture  to  bring  under  youi 
notice  this  evening  is  so  complicated  by  political  and 
sociological  considerations,  by  altruistic  aspirations,  by 
modern  forms  of  combination,  that  it  is  difficult  to  divest 
it  of  these  extraneous  •factors,  and  to  deal  with  it  merely 
as  a  question  of  value.  Nor  do  the  definitions  which 
economists  give  us  materially  assist  in  the  divesting 
process.  Mr.  W.  A.  S.  Hewins  says :  "  Economics,  as  we 
''understand  it,  is  the  science  which  investigates  the 
''manner  in  which  nations  or  other  larger  or  smaller  com- 
"munities,  and  their  individual  members,  obtain  food, 
''clothing,  shelter,  and  whatever  else  is  considered 
''desirable  or  necessary  for  the  maintenance  and  improve- 
"ment  of  the  conditions  of  life.  It  is  thus  the  study  of  the 
'^life  of  commamities  with  special  i^eference  to  one  side  of 
"their  activity.  It  necessarily  involves  the  scientific 
''examination  of  the  structure  and  organisation  of  the  com- 
"  m unity  or  communities  in  question ;  their  history,  their 
**  customs,  laws,  and  institutions ;  and  the  relations 
"between  their  members,  in  so  far  as  they  are  affected  by 
"  this  department  of  their  activity.  At  the  root  of  all 
'^  economic  investigation  lies  the  conception  of  the 
•*  standard  of  life  of  the  community.  By  this  expression  we 
*"  do  not  mean  an  ideal  mode  of  living,  but  the  habits  and 
"*  requirements  of  life  generally  current  in  a  community  or 
'grade  of  society  at  a  given  period."  Now  it  will  be  seen 
that  this  definition  contains  much  more  than  we  have 
before  us  at  the  moment,  and  that  if  we  are  to  confine  our- 
selves to  an  examination  of  the  value  of  collective  property, 
we  must  to  a  large  extent  ignore  ''the  conception  of  the 
standard  of  life  of  the  community."  Perhaps  we  cannot 
do  so  entirely,  for  the  "  standard  of  life  "  at  any  given 
period  must  of  necessity  affect  the  value  of  some  descrip- 
tions of  property,  whilst  leaving  unchanged,  or  practically 
unchanged,  the  value  of  many  others.  But  beyond  this, 
:he  definition  also  reminds  us  of  the  more  reasoned 
analysis  which  expresses  wealth  as  consisting  of  all  con- 
sumable utilities  which  require  labour  for  their  produc- 
tion and  can  be  appropriated  and  exchanged ;  bearing  in 
mind  that  certain  personal  advantages,  such  as  a  good  ear 
for  music,  are  personal  to  their  possessor  and  incapable  of 
exchange ;  whilst  others,  such  as  sunlight,  are  neither  the 
product  of  labour  nor  capable  of  appropriation  and 
exchange,    and    therefore    are    not    usually    classed    as 


economic  utilities.  I  must  ask  your  forbearance  for 
reminding  you  of  these  very  elementary  propositions,  but 
I  do  so  because  there  are,  unfortunately,  popular  fallacies 
which  confound,  in  one  fell  muddle,  wealth  and  exchange 
value,  national  progress  and  individual  increment,  produc- 
tion and  consumption,  without  properly  considering  that 
these  various  aspects  of  economics  demand  individual 
consideration  and  sometimes  different  methods  of 
examination. 

Nor,  when  we  come  to  a  mere  question  of  value,  are  we 
altogether  out  of  the  wood.  As  you  know,  the  determina- 
tion of  the  word  has  not  yet  been  agreed  upon  by 
political  economists  ;  whilst  wealth— that  is,  "consumable 
utilities  "—may  increase  or  decrease  in  exchange  value  by 
mere  transference  from  one  place  to  another,  or  from  one 
set  of  conditions  to  another.  Setting  aside  the  simple 
example  of  the  Crusoe,  who,  on  his  desert  island,  finds  his 
bag  of  gold  of  less  utility  than  a  cask  of  pork,  it  is  only 
necessary  to  remember  the  improvements  in  roads  and 
other  means  of  transport  during  the  last  half  century,  and 
the  effect  it  has  had  on  prices  of  agricultural  and  other 
products,  to  see  how  change  of  environment  may  increase 
wealth  whilst  reducing  the  representation  in  money. 
*'  But  roads  are  only  an  example  of  a  kind  of  wealtti  which 
''every  community  is  constantly  adding  without  adding  to 
"its  valued  assets,  lilvery  citizen  who  does  any  reclama- 
"tion  or  improvement  of  a  permanent  character,  and 
"hands  the  new  property  over  to  the  enjoyment  of  the 
*'  general  community,  adds  wealth  of  this  sort.  Indeed,  the 
"task  of  a  municipality  is  very  much  that  of  rearranging 
"the  environment  of  its  citizens,  and  surrounding  them 
"  with  healthy  and  pleasant  conditions,  within  which  they 
"may  grow  and  develop  in  freedom." — (Dr.  Smart.)  The 
value,  however,  which  we  have  under  consideration  is  not 
strictly  value  as  defined  by  any  of  the  economists,  but  the 
value  placed  upon  municipal  assets  in  the  mfunicipal 
Balance  Sheets,  and  the  possible  appreciation  of  such 
value  by  lapse  of  time  or  change  of  conditions.  This  is  a 
question  which  should  be  considered  with  respect  to  indi- 
vidual appropriations,  and  under  present  conditions ;  and 
it  should  also  be  approached  in  the  same  manner  as  a 
business  man,  of  ordinary  intelligence  and  prudence,  con- 
siders his  Balance  Sheet.  For  municipalities  have 
accimiulated,  for  the  benefit  of  the  citizens,  property 
which  they  value  in  their  Balance  Sheets  at  certain  money 
values,  and  it  is  in  reference  to  ^e  values  so  affixed  that 
we  have  to  consider  the  present  or  future  increment. 

The  bookkeeper's  or  valuer's  estimate  of  an  asset  may  be 
of  five  kinds: — 

(a)  The  price  paid  for  its  purchase,  or  the  cost  of  the 
material,  labour,  and  superintendence  employed  in 
its  erection. 
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{b)  The  anticipated  price  which  would  be  obtained  on 
the  sale  in  an  open  market — that  is,  as  between  a 
free  seller  and  a  free  purchaser. 

(c)  The  capitalisation  of  increased  revenue  arising  from 
the  development  of  a  revenue-earning  plant  or 
proj>erty. 

(d)  The  increased  value  of  the  property  over  its  first  cost, 
after  lapse  of  time,  due  to  the  appreciation  of 
surrounding  property,  and  general  increase  in 
wealth  of  the  community.  Such  an  alteration  in  a 
Balance  Sheet  is  only  safe  and  prudent  when — 

(i)  The  property  is  of  such  a  character  that  it  can 
be  placed  in  the  market  for  sale,  in  which  case 
it  falls  under  [b)  ;   or 

(2)  When  the  increased  revenue  derived  from  it 
under  improved  conditions  of  environment  is 
such  as  to  yield  the  original  rate  of  interest  on 
the  .additional  capital,  in  which  case  it  falls 
under  {c). 

(e)  The  price  at  which  similar  property  can  be  obtained, 

under  conditions  of  free  purchase  and  sale,  in  an 
open  market  at  present  time,  which  is  a  similar 
estimate  to  {b),  but  taken  from  a  purchaser's  point 
of  view. 
It  is  on  these  five  kinds  of  estimate,  or  on  some  of  them, 
that  we  must  base  our  present  valuation  of  municipal 
assets,  and  our  anticipations  of  the  future  appreciation  or 
depreciation  thereof.  That  we  may  better  understand  the 
application  of  the  various  methods,  and  the  effect  they 
have,  or  ought  to  have,  on  the  treatment  of  municipal 
financial  operations,  it  is  desirable  that  a  concrete  corpora- 
tion should  be  taken  as  an  example;  and  no  better 
example  can  be  taken  than  our  own  city  of  Manchester. 
The  Treasurer's  Accounts  are  well  printed,  and  at  least  as 
clearly  expressed  as  Government  accounts  in  general ;  they 
have  been  exhaustively  audited  for  some  years  past  by 
various  professional  accountants  of  the  highest  standing 
in  the  city ;  and  the  City  Council  has  not  been 
phenomenally  prodigal  in  the  promotion  of  new  activities 
which  may,  more  or  less,  involve  a  burden  upon  the  rate- 
payer, whilst  apparently  increasing  his  share  in  the  capital 
fund  of  the  city.  That  we  may  the  better  follow  this 
example,  I  have  annexed  hereto  (page  84)  a  copy  of  the 
assets'  side  of  the  Manchester  Aggregate  Balance  Sheet  at 
31st  March  1906,  taken  from  the  very  complete  and 
valuable  "Abstract  of  the  Treasurer's  Accounts,"  which  is 
published  annually. 

I  think,  however,  it  will  be  found  more  convenient  for 
our  present  purpose  to  divide  this  assets  side  of  the 
Uala.icc  Sheet  i.ito  groups  which  are  more  or  less  related  to 
each  other,  and  to  which  similar  conditions  of  gain  or 
loss  will  apply.  I  have  therefore  prepared  a  table 
which  will  aflord  a   present   working   basis,    although    I 


must  confess  that  it  is  both  imperfect  and  incomplete.  I 
have  omitted  shillings  and  pence  in  this  table,  but  with  this 
exception  the  eighth  column  agrees  with  column  18  of  the 
City  Treasurers  Balance  Sheet. 

The  fourth,  fifth,  sixth,  and  seventh  columns  are  com- 
piled from  the  detailed  Balance  Sheets  given  in  the  body 
>)f  the  book  of  Treasurer's  Accounts,  reference  to  the  pages 
of  which  will  be  found  in  the  Aggregate  Balance  Sheet, 
and  they  exhibit  the  effect  of  the  quinquennial  valuatiL^n 
at  31st  March  1906  on  such  of  the  accounts  as  are  subject 
to  it.  The  seventh  column  agrees  with  the  twelfth  column 
of  the  Aggregate  Balance  Sheet  (Land,  Buildings,  &c.). 

On  page  796  of  the  Abstract  of  the  City  Treasurer's 
Accounts  for  the  year  ending  31st  March  1906  will  be  found 
the  professional  auditors'  abstract  of  the  results  of  the 
quinquennial  valuation.  Taking  only  the  differences  on 
balances,  they  find  that  capital  values  are  reduced  by 
^^663, 702,  whilst  the  injcreases  amount  to  ;^97,46o,  leaving 
a  net  reduction  of  ;^566,242. 

Before  discussing  the  general  question  of  periodical 
valuations,  which  may  possibly  be  open  to  serious  objec- 
tion both  on  financial  and  political  grounds,  we  may  con- 
sider the  method  of  appropriation  of  the  differences  in  the 
departmental  accounts.  The  largest  increase  is  in  the 
markets  valuation,  the  Balance  Sheet  for  which  department 
will  be  found  at  page  225  of  the  Treasurer's  Abstract  for 
the  year  1906.  The  assets'  side  is  arranged  in  columns 
respectively  headed :  — 

(i)  Amount  at  31st  March  1905. 

(2)  Add  Payments,  1905-6. 

(3)  Total. 

(4)  Add  increase  as  ascertained  by  quinquennial  valua- 
tion, 1906. 

(5)  Deduct   decrease    as    ascertained    by    quinquennial 
valuation,  1906. 

(6)  Quinquennial  valuation,  31st  March  1906. 

It  is  apparent  that  when  these  columns  exhibit  an 
increase  in  the  sixth  over  the  third  column,  some  com- 
pensating entry  must  be  provided  on  the  liability  side.  The 
amounts  there  detailed  as  due  to  loan  and  stockholders. 
Treasurer,  and  sundry  creditors  amount  to  ;f  426,822  ;  after 
which  follows  an  omnibus  item,  headed  "Surplus  and 
Sinking  Fund.*'  For  the  year  under  notice  this  is  made 
up  as  under  :  — 

Amount  at  March  1905  ;f 59^.454 

i4rfrf  Liquidation  of  Debt 6,722 

„    Surplus  Income 6,704 

605.880 
Deduct  Amount  applied  in  aid  of  Rates      . .  11,000 

594,880 
Net  Increase,  as  ascertained  by  Quinquen- 
nial Valuation  59.025 

if  653,905 
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From  this  it  would  "appear  that  the  Markets  Committee 
have  contributed  to  the  relief  of  the  rates  ;£'4,296  more  than 
the  amount  of  the  surplus  income  of  the  department,  and 
that  they  have  been  enabled  to  do  this  by  a  re-valuation  of 
their  fixed  assets  :  that  is,  they  have  been  enabled  to  assist 
^  Revenue  at  the  expense  of  Capital.  It  is  true  that  the 
suqilus  income  is  arrived  at  after  payment  of  interest  and 
annual  liquidation  of  debt ;  but  it  must  be  remembered 
that  this  interest,  and  this  annual  liquidation,  is  a  first 
charge  upon  the  revenue,  and  must  be  satisfied  before  there 
is  any  net  revenue  for  other  purposes.  The  position  may 
better  be  understood  from  that  of  the  private  owner  of  an 
estate,  purchased  at  a  price  of  ;fto,ooo  repayable  in 
twenty  years  by  equal  annual  payments  of  /500.  The 
income  is  ;f7oo,  so  that  his  surplus  income  is  £200  per 
annum—  for  the  moment  we  may  ignore  i-itercst.  If  in  any 
one  year,  without  any  prospect  of  sale,  or  even  intention 
of  sale,  he  called  in  an  appraiser  who  valued  the  estate  at 
,^11,000  would  he  be  financially  justified  in  spending 
£ij2oo  as  his  net  income  from  his  estate  during  that  yeir, 
<»r,  indeed,  could  he  do  so  without  obtaining  the  ^£"1,000 
frr^m  some  other  source? 

One  of  the  largest  items  of  decrease  is  in  the  City 
Improvements  Account,  namely,  ;f  101,587.  This  is  debited 
to  an  account  termed  "City  Improvements  Summary  Cost 
A.cuuiit,"  page  303  of  the  Treasurer's  Abstract.  The 
account  is  debited  with — 

The  expenditure  to  31st  March  1905  ; 

The  net  expenditure  during  the  year ; 

The  difference  in  valuation  as  above  ; 
aiid  credited  with — 

The  income  for  the  year  and  the  transfer  from  the  City 
Fund  Account  towards  the  liquidation  of  loan  debt, 
the  balance  being  carried  to  the  Departmental 
Halance  Sheet. 

Now,  I  wish  particularly  to  draw  attention  to  the  word- 
ing in  the  Balance  Sheet;  it  is  "Balance  arising  from 
•*  Kxpenditure  on  Streets  and  Bridges,  m  respect  of  which 
"there  has  not  been  any  valuation  made,  and  from  differ- 
"eice  in  valuation  of  vacant  and  surplus  lands,  to  be 
••  provided  for  out  of  the  City  Kate — per  Summary  Cost 
"Arcount,"  ;£i, 128,416.  This,  with  the  cost  of  redecmin^; 
Cmsolidated  Stock,  is  carried  to  the  Aggregate  Balance 
Sheet,  column  19,  as  an  expenditure  to  be  provided  out  of 
the  rates.  But  the  interesting  point  is  that,  so  far  as  can 
be  gathered  from  the  wording,  the  Corporation  pays  more 
lor  the  land  and  buildings  they  acquire  for  city  improve- 
ments than  those  acquisitions  are  afterwards  worth  in  the 
opinion  of  its  own  valuers.  Probably  much  of  this  dis- 
crepancy may  be  due  to  the  vagaries  of  arbitrators,  but  it 
is  a  factor  to  be  reckoned  with,  so  long  as  the  law  and 
practice  of  arbitrations  remain  as  at  present. 


I  have  no  means  available  for  arriving  at  the  principles  or 
data  upon  which  these  quinquennial  valuations  are  made, 
but  there  can  be  little  doubt  that  they  are  based  upon  sound 
and  actuarial  valuations.  It  is,  however,  a  grave  question 
whether,  apart  from  calculations,  they  are  rightly  applied 
to  such  property  as  a  corporation  possesses,  and  under  such 
conditions  of  ownership  as  apply  thereto.  This  may  be 
considered  in  relation  to  the  various  groups  into  which  I 
have  divided  the  assets  ;  but  before  examining  the  gioups 
it  will,  perhaps,  be  pertinent  to  ask  whether  five  years  is  a* 
sufficient  period  to  elapse  between  the  purchase,  construc- 
tion, or  improvement  of  land  and  property  and  the 
revaluation  thereof  for  capital  purposes.  That  land  in 
particular  districts  does  increase  or  decrease  in  value  is 
an  undoubted  fact,  and  this  variation  may,  and  does, 
arise  from  sundry  causes,  some  of  which  are  permanent 
and  others  ephemeral  in  operation.  Short-lived  variations 
will  correct  themselves,  and  should  not  be  regarded  in 
such  an  estimate.  No  sane  owner  of  an  Oldham  mill 
would,  in  his  Balance  Sheet,  increase  the  value  of  his 
mill,  which  he  did  not  intend  to  sell,  because,  during  a 
boom,  other  mills  were  being  built  around  him,  for  the  land 
and  erection  of  which  abnormal  prices  were  being  paid. 
He  knows  full  well  that  the  boom  will  pass,  and  speculative 
values  once  more  resume  their  normal  range.  Such  periods 
of  temporary  appreciation  or  depression,  however,  some- 
times extend  over  longer  periods  than  is  usually  recognised, 
and  are  at  times  so  obscure  in  their  causes  and  succession 
as  to  afford  a  perplexing  problem  even  to  the  most  expert 
and  best  informed  observers.  One  of  the  witnesses  called 
before  the  Lords'  Select  Committee  on  the  l3ill  for  the 
Amendment  of  the  Companies  Acts  was  Mr.  Mellors,  an 
accountant  and  estate  agent  of  extensive  experience  and 
acknowledged  ability,  in  Nottingham.  At  a  meeting  of  the 
Committee  on  the  17th  July  i8<j6  the  late  Karl  of  Leven  and 
Melville  inquired  of  him,  what  would  be  the  effect  ot 
stating  in  a  published  Balance  Sheet  the  temporary  market 
value  of  bills  held  by  a  company,  instead  of  their  face- 
value,  in  the  event  of  a  panic  like  Overend  and  Gurney's 
Black  Friday.  Mr.  Mellors  replied,  "  There  is  no  need  to 
••  limit  it  to  bills  ;  it  will  apply  to  real  estate.  In  Notting- 
"  ham  we  have  had  a  depression  for  ten  years,  from  1884  to 
"  1894.  louring  that  ten  years,  if  real  estate  had  had  to  be 
"  re-valued,  it  would  have  had  to  be  valued  at  30  per  cent. 
"  lower  than  either  now  or  previously  to  the  time  I  have 
"  named.  Then,  with  regard  to  machinery  ;  during  seasons 
*•  of  depression  of  trade  machinery  goes  for  what  is  com- 
"  monly  called  '  an  old  song  '  ;  so  that  there  is  no  question 
"  that  it  would  be  very  difficult  to  publish  a  Balance  Sheet 
"  in  such  times  in  which  the  exact  market  value  of  the 
*•  assets  was  given  fairly  ;  and  it  would  be  a  hardship  upon 
••  a  company  to  compel  it  to  write  down  its  assets  in  that 
"  way."    It    is    thus    evident,    from    the    actual    business. 
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experience  of  an  eminent  accountant  and  land  agent,  that  it 
is  possible  for  land  to  depreciate  even  to  the  extent  of  30  per 
cent,  of  its  primary  value,  and  afterwards  to  revert  to  its 
original  price;  and  during  the  period  of  such  depression 
two  quinquennial  valuations  would  be  made.  The  changes 
are  not,  however,  always  in  the  way  of  loss,  but  may  for  a 
time  present  an  increase,  but  an  increase  which  will  pass 
away  with  altered  conditions  or  diverging  trade,  exactly  as 
the  depression  in  the  Nottingham  real  property  market 
passed.  We  have  thus  to  face  the  danger  of  a  gain  at  one 
quinquennial  valuation  which,  within  the  next  five  or  ten 
years,  may  not  only  be  lost  again,  but  even  turned  into  an 
adverse  balance.  Is  there  any  necessity,  or  even  any 
reason,  for  so  juggling  with  a  Corporation  Balance  Sheet, 
when  we  would  shrink,  and  rightly  shrink,  from  doing  so 
with  our  own  ? 

The  question  of  time  is  important  in  these  alterations  of 
the  Corporate  Balance  Sheet,  but  it  is  still  more  important 
to  determine  whether  they  are  justified  within  any  appreci- 
able period,  say  within  a  generation,  and,  if  so,  what  circum- 
stances or  change  of  conditions  will  warrant  them.  It 
is  well  to  remember  in  this  connection  the  distinction 
between  taxes  and  payment  for  services,  which  we  may  term 
service  revenue.  "  A  tax  is  a  compulsory  contribution  of 
*'  the  wealth  of  a  person  or  body  of  persons  for  the  service 
"  of  the  public  powers."  It  is  true  that  Mr.  Edwin  Cannan 
says :  "  Whether  the  gross  revenue  of  the  Post  Office  is 
*'  called  a  tax  or  not  does  not  strike  me  as  being  sl  very 
'<  important  question.  The  State  revenues,  which  are 
'*  always  called  taxes,  do  not  appear  to  me  to  be  divided  by 
"  any  sharp  line  from  those  which  are  never  called  taxes. 
"  .  .  .  Whether  a  particular  form  of  revenue  is  called  a 
•*  tax  or  not  is  only  a  question  of  degree."  This,  however, 
appears  a  dangerous  theorem  to  apply  to  corporation  rates, 
which  are  local  taxes.  It  is  a  blurring  of  the  distinction 
which  should  be  maintained  between  "  compulsory  contri- 
bution" by  all,  or  by  the  majority,  for  the  service  of  the 
local  authority ;  and  payment  to  that  authority  for  specific 
services  rendered  to  specific  individuals,  and  which  pay- 
ments it  can  enforce  only  in  exchange  for  such  services. 
Local  authorities  have  certain  monopoly  trading  powers, 
which  they  exercise,  more  or  less  wisely,  for  the  benefit  of 
the  whole  community.  Any  profit  there  may  be  is  for  the 
benefit  of  all ;  any  loss  sustained  has  to  be  made  good  by 
the  contributions  of  all.  But  it  is  only  the  balance  of  the 
account  which  affects  taxation;  the  chief  portion  of  the 
departmental  trading  revenue  is  a  purchase  by  individuals 
for  benefits  they  covet,  and  for  which  they  are,  at  the 
moment,  willing  to  forego  some  other  benefit.  The  power 
of  the  State,  and  of  the  local  authorities  as  lieutenants  of 
the  State,  to  inflict  taxation  to  the  utmost  limit  required  for 
the  safety  of  the  whole  community,  no  one  will  deny  ;  but 
this  very  power  renders  it  the  more  necessary  that  there 


should  be  no  mingling  of  accounts  of  such  taxation  with  the 
payments  made  by  a  portion  only  of  the  people  for  special 
benefits  purchased  by  them  individually. 

Turning  to  the  table  onp,  335,  we  find  Group  1  com- 
prises Police  Stations,  Fire  Stations,  and  Weights  and 
Measures  Capital.  The  first  item  on  the  Police  Stations 
Capital  Account  is  Albert  Street,  on  which  the  amount  to 
31st  March  1905  is  given  at  /3i»364.  This  is  increased  by 
;^i.i58  at  the  quinquennial  valuation,  bringing  it  up  to 
;f32,522.  A  marginal  note  gives  the  '*  Outlay"  on  this 
property  at  ;^I3,294,  so  that  unless  there  is  some  astonishing 
ambiguity  in  the  method  of  stating  the  accounts,  the  actual 
cost  of  this  police  station  has  been  increased  by  ;f  19,228,  or 
over  144  per  cent.,  by  bookkeeping  entries  and  quinquennial 
valuations.  To  revert  to  the  five  points  of  the  bookkeeper's 
or  valuer's  estimate,  the  outlay  amount,  /i3,294.  probably 
corresponds  with  the  Method  A,  but  it  is  difficult  to  see 
under  which  of  the  other  methods  the  present  increased 
valuation  can  be  justified.  The  Balance  Sheet  of  a  Corpora- 
tion is,  or  ought  to  be^  a  statement  which  will  exhibit  a  true 
and  correct  view  of  the  state  of  the  Corporation  affairs,  such 
as  a  prudent  and  skilful  man  would  prepare  for  his  own 
business.  Into  such  a  view  the  Method  B  cannot  enter,  for 
there  is  neither  present  intention,  nor  probable  future  inten- 
tion, of  selling  the  police  station  ;  it  is  there  for  the  use  of 
the  municipal  police,  and  will  continue  to  be  kept  for  such 
use  so  long  as  the  police — or  their  employers,  the  Watch 
Committee— may  require  it.  For  such  property  there  is  no 
open  market,  for  one  of  the  parties  to  such  market  is  absent 
—there  is  no  free  seller ;  nor  are  there  any  reasonable 
grounds  for  supposing  that  any  desiring  purchaser  could 
obtain  compulsory  powers  to  secure  the  premises  by  pay- 
ment of  a  price  fixed  by  arbitration.  The  ownership  is  a 
monopoly  ownership — a  monopoly  for  the  good  of  the 
citizens  in  general,  it  is  quite  true— and  the  disadvantages 
thereof  must  be  incurred  along  with  the  advantages.  The 
Method  C  will  not  apply,  as  this  is  not  a  revenue-earning 
asset ;  and  £  is  open  to  much  the  same  class  of  objection  as 
B,  as  there  is  no  open  market,  in  the  sense  of  a  free  vendor 
and  free  vendee,  in  case  of  a  purchase  of  this  kind.  Similar 
property  is  not  wanted,  or  not  likely  to  be  wanted  ;  and  if  it 
were,  it  would  be  acquired  by  compulsory  powers,  from 
which  the  element  of  freedom  would  be  manifestly  absent. 
There  remains  only  the  Method  D  to  justify  the  increase, 
and  as  this  is  the  form  which  appeals  most  forcibly  to  the 
average  Demos,  it  is  worthy  of  a  little  examination. 

I  wish  to  avoid  unnecessary  appeals  to  the  economists,  of 
whose  perspicacity  I  admit  I  have  a  wholesome  fear ;  but 
there  is  one  of  their  maxims  which  at  this  point  it  is  especially 
desirable  to  remember,  namely,  *'  that  as  value  is  the  ratio 
"of  exchange  between  two  or  more  commodities,  there 
"  cannot  be  a  general  rise  or  fall  in  values."  Now,  what  is 
the  cause  of  this  limited  variation  in  ratio  between  com- 
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modities?  As  business  men,  you  know  that,  apart  from 
cnrrency  troubles,  it  arises  either  from  increase  in  demand 
or  reduction  in  supply,  from  the  unstable  equilibrium  of  the 
particular  market.  Variation,  advance,  retrogression,  are 
movements  which  are  incompatible  with  absolute,  or  rela- 
tively absolute,  fixity  of  tenure  in  the  commodities.  Increased 
demand  for  cotton  goods,  other  factors  being  equal,  creates 
increased  profits  in  the  textile  trade,  with  a  resulting  move- 
ment of  capital  into  it.  And  from  this  follows  an  advance 
in  the  exchange  value  of  land  suitable  for  cotton  mills  and 
weaving  sheds ;  and  later  on  in  existing  offices,  or  in  sites 
suitable  for  the  erection  of  offices.  But  this  later  advance 
in  value,  this  appreciation  of  land  and  buildings,  only  arises 
through  their  possession  of  potential  commercial  movement, 
from  the  willingness  and  ability  of  the  owners  to  facilitate 
their  conversion  into  the  required  conditions.  If  a  man 
possessed  a  plot  of  land  in  Trafford  Park,  on  which  he  had 
erected  an  iron  warehouse,  and  if  he  declared,  and  adhered 
to,  his  intention  to  retain  it  in  that  condition,  and  so  use  it. 
there  would  be  no  true  appreciation  in  it,  even  though  land 
around  it  were  going  up  in  value  twenty  or  a  hundred  per 
cent.  He  might  be  taxed  on  an  increased  assessment,  and 
to  that  extent  he  would  be  an  actual  loser,  but  so  long  as  he 
retained,  and  obstinately  determined  to  retain,  the  land  in 
his  own  possession,  to  use  it  for  the  same  purpose,  and  with- 
out any  increased  utility,  there  could  not  be  to  him  any 
appreciation  of  value.  He  gave  a  certain  sum  ten  years  ago 
for  it ;  he  thereby  took  it  out  of  the  market,  and  keeps  it  out; 
he  locks  it  np  for  his  own  limited  purposes,  as  a  miser  locks 
gold  in  his  chest,  and  he  must  pay  the  miser's  penalty  of  no 
increase  in  his  store. 

Now  I  submit  that  this  is  exactly  the  position  of  a  Corpo- 
ration with  respect  to  group  i  of  my  table  (p.  335).  There 
is  no  increased  utility  in  the  police  or  fire  stations  (any  little 
extra  accommodation  being  charged  year  by  year  in  the 
Expenditure  Accounts) ;  and  whilst  land  and  buildings  all 
round  are  becoming  more  valuable,  and  exchanging  at 
higher  prices,  these  are  kept  out  of  the  market  like  the  gold 
in  the  miser's  chest.  The  community  is  becoming  richer, 
but  this  increased  wealth  does  not,  or  should  not,  reflect 
itself  in  increased  exchange  value  in  commune  property 
which  is  deliberately  and  absolutely  kept  out  of  the  exchange 
market.  The  increase  of  municipal  assets  by  an  increase  in 
the  amount  of  a  quinquennial  valuation,  quite  apart  from, 
and  in  excess  of,  any  expenditure  on  such  assets,  appears  to 
be  misleading  bookkeeping,  which  induces  the  average 
dtizen  to  imagine  the  commune  richer  than  it  really  is,  and 
which,  in  many  instances,  flatters  him  with  a  fictitious 
increase  in  the  amounts  of  the  *'  Surplus  and  Sinking 
Funds." 

In  reality  the  matter  is  of  more  importance  than  appears 
from  the  summary  in  the  auditor's  report,  because  only 
^^?nfrT  on  quinquennial  valuations  are  there  given,  instead 


of  the  respective  increases  and  decreases  on  each  account. 
Thus,  in  this  matter  of  police  stations  the  increase  is  given  by 
the  auditors  at  ;^  1, 103  15s.  6d. ;  but  on  turnmg  to  the  Depart- 
mental Balance  Sheet  (p.  181),  the  increase  by  the  last 
quinquennial  valuation  is  found  to  be  /6,o85,  and  the 
decreases  ^4,981  4s.  6d.,  the  difference  being  the  •*  net 
increase"  transferred  to  the  Surplus  and  Sinking  Fund,  and 
this  is  the  amount  quoted  by  the  auditors.  If  we  separate 
these  two  sides  of  the  valuation  results  throughout  the  whole 
of  the  aggregate  Balance  Sheet  we  obtain  a  gross  increase  of 
;^265,258,  and  a  gross  decrease  of  £82^^771.  The  question 
of  decreases  may  be  dealt  with  later,  but  please  consider  the 
efiect  of  adding  over  a  quarter  of  a  million  sterling  in  five 
years  to  the  valuation  of  fixed  assets  which  can  no  more 
obtain  exchange  gain  than  can  the  miser's  hoard;  since, 
like  it,  they  are  taken  out  of  the  general  market  and  locked 
up  in  the  unyielding  possession  of  the  present  owner.  It  may 
possibly  be  said  that  the  services  rendered  by  the  officials 
are  yearly  of  greater  benefit  to  the  community,  and  that  thus 
the  beneficial  occupation  of  the  buildings  is  advanced  ;  but 
this  seems  (at  all  events  for  the  greater  number  of  the 
groups)  an  unsound  extension  of  the  Method  C.  Just  as,  to 
obtain  a  true  financial  survey,  it  appears  needful  to  dis- 
tinguish between  taxation  and  other  revenue,  so  it  seems 
necessary  to  distinguish  between  the  value  of  land  and 
buildings  and  the  value  of  the  services  rendered  by  the 
people  who  occupy  them.  A  merchant  or  bill-broker  may 
double  his  annual  profits  without  increasing  the  size  or 
equipment  of  his  offices ;  surely  he  would  not  consider  that 
the  increase  in  his  revenue  arising  from  the  skill  and  industry 
of  himself  and  his  staff*  added  anything  to  the  capital  or 
annual  value  of  the  premises  which  he  occupied. 

When  it  is  remembered  that  out  of  about  30  million  ster- 
ling of  assets  in  the  Manchester  City  Accounts  over  22^ 
millions  is  owing  on  Loans,  Stocks,  and  Water  Annuity 
Fund;  that  the  Corporation,  like  most  Corporations,  is 
always  in  the  market  for  fresh  loans;  that  the  "Balance 
being  Surplus  and  Sinking  Fund"  has  been  nominally 
increased  by  these  quinquennial  valuations,  not  the  last  one 
only,  but  former  ones ;  it  will  be  evident  that  the  addi- 
tions are  not  merely  errors  in  bookkeeping,  flattering  to  the 
vanity  of  the  citizens  and  their  representatives,  but  that 
they  appeal  also  to  the  cupidity  and  feeling  of  security  of 
future  investors. 

Groups  2  and  3  present  much  the  same  conditions  as 
Number  i,  but  the  variations  during  the  past  five  years  have 
been  chiefly  reductions.  There  cannot,  however,  be  any 
greater  reason  for  advancing  the  estimate  of  cleansing  land, 
buildings,  and  machinery,  valuable  though  the  benefits  con- 
ferred by  the  Department  undoubtedly  are,  than  there  is  for 
increasing  the  estimate  for  police  stations,  from  which,  also, 
emanate  other  precious  services.  In  Group  4  we  meet  with 
one  of  the  difficulties  which  arise  in  municipal  finance  when 
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it  is  contaminated  with  these  re-valuations.     In  the  Sanitary 
Capital  Account,  Sudell  Street,  Part  3,  we  find  an  entry, 
which  may  be  analysed  as  under :  — 
Land    Purchased    from    Improvement    Com- 
mittee          ;fl>225 

Outlay  to  31st  March  1905          3.547 

Further  Outlay,  1905  to  1906     . .         . .          . .  9,659 

Add  Increase,  as  per  Quinquennial  Valuation 

March  1906        22,835 

/37.266 

Now,  apart  from  the  enormous  increase  (which  is  over 
;f 8,000  greater  than  the  actual  expenditure),  it  would  seem 
that,  taking  the  figures  as  justifiable,  the  Sanitary  Committee 
must  have  had  an  uncommonly  good  bargain  at  the  expense 
of  the  Improvement  Committee.  Of  course,  there  may  be 
a  very  simple  explanation  of  this  seeming  anomaly,  and  in 
any  case  it  does  not  prejudice  the  ratepayers  directly,  as  they 
have  to  provide  funds  alike  for  sanitation  and  improvements. 
In  the  same  group  will  be  found  a  line  for  markets,  the 
increase  in  which  is  £68,i8y.  Markets,  being  a  revenue- 
earning  asset,  may  come  under  Method  C — *'  The  capitalisa- 
'•  tion  of  increased  revenue  arising  from  the  development  of  a 
••  revenue-earning  plant  or  property."  Now,  turning  to  the 
Income  and  Expenditure  Account,  p.  216  of  the  Treasurer's 
Abstract,  we  find  the  net  revenue  (that  is,  income  less  cost 
of  administration)  is  ;f  27,810.  The  total  value  of  the  assets 
at  March  1905,  plus  expenditure  for  the  12  months  to 
March  1906,  is  ;f  1,014,585,  which,  at  3  per  cent.,  requires 
an  income  of  ;f  30,435.  It  is,  therefore,  difficult  to  see  on 
what  grounds  the  new  and  increased  valuation  has  been 
made.  That  the  markets  afford  the  Corporation  officials 
convenient  opportunity  for  supervising  the  food  coming 
into  the  city,  and  thus  of  rendering  to  the  citizens  services 
which  no  Revenue  Account  can  represent,  is  true ;  but  surely 
these  good  things  are  like  the  protection  of  the  police — that 
s,  services  rendered  by  the  employees  of  the  Corporation, 
and  not  resulting  from  the  land  and  buildings  where  they 
are  performed.  Take  away  the  human  element,  and  these 
good  things  will  disappear ;  and  it  does,  therefore,  seem 
doubtful  finance  to  increase  the  valuation  of  fixed  assets, 
and  transfer  such  increase  to  a  Surplus  and  Sinking  Fund, 
merely  because  the  officials  have  been  zealous,  and  have 
successfully  discharged  their  onerous  duties. 

Group  7  happily  represents  features  which,  it  is  to  be 
hoped,  may  in  the  future  become  still  further  accentuated. 
The  increase  in  the  Parks  and  Recreation  Grounds  appears 
to  be  largely  the  result  of  generous  free  gifts  to  the  city,  and 
is,  therefore,  a  legitimate  addition  to  the  amounts  actually 
spent  out  of  the  citizens'  contributions  through  the  rates. 
But,  apart  from  such  gifts,  it  seems  difficult  to  imagine  any 
defensible  increase  in  such  property  beyond  their  actual, 
original,  and  possibly  improvement  cost.     The  parks,  &c.. 


are  not  in  the  market,  will  apparently  never  be  in  the 
market,  any  more  than  police  courts  or  town  halls ;  they 
are  not  revenue-earning,  and  although  they  might  cost  more 
to  purchase  now  than  at  the  original  time,  they  can  hardly 
be  valued  under  Method  E,  since  it  is  difficult  to  conceive  a 
free  market.  The  Free  Libraries  Capital  Account,  however, 
presents  the  same  objectionable  features  as  appear  in  Group 
I  and  others.  Deansgate  Branch  Library  stands  at  ;f  12,805 
at  March  1905,  although,  according  to  a  marginal  note,  the 
outlay  was  only  ;f  11,543,  and  yet  this  valuation  is  increased 
in  1906  by  ^858.  The  same  applies  to  Blackley  Branch 
Library  and  Institute,  to  the  extent  of  ;f2.i40  ;  and  to  Moss 
Side,  to  the  extent  of  /873.  On  the  other  hand,  the 
Reference  Library  appears  very  much  below  the  price  for 
which  it  has  been  sold,  but  the  marginal  note  and  the 
columns  are  utterly  inexplicable  without  access  to  the 
Treasurer's  detailed  accounts. 

It  is  unnecessary  to  consider  Group  8  in  detail.  As  the 
Education  Department  is  not  a  profit-yielding  department, 
any  quinquennial  valuation  will  be  subject  to  the  same  con- 
ditions as  Group  i,  and  the  increases  made  would  therefore 
appear  to  be  of  doubtful  expediency. 

One  specious  reply  may  be  advanced  against  this  reason- 
ing. The  increases  at  the  last  quinquennial  valuation  are 
^265, 258,  but  the  decreases  are  no  less  than  ;f 829, 771. 
But  are  these  decreases  properly  treated  on  a  valuation 
basis,  or  are  they  amounts  which  should  more  properly  be 
dealt  with  year  by  year  as  revenue  expenditure  ?  I  do  not 
propose  to  enter  upon  the  much -vexed  question  of  Deprecia- 
tion, an  item  which  is,  alas,  too  often  imperfectly  dealt  with 
in  joint-stock  companies,  as  well  as  in  municipal  and  county 
accounts  ;  but  I  do  think  that  great  care  should  be  exercised 
to  ensure  that  the  losses  of  any  one  year  are  charged  against 
that  year,  and  are  not  carried  forward  to  any  future  period. 
I  have  already  referred  to  the  Improvement  Capital  Account, 
and  it  seems  a  grave  question  whether  sufficient  provision  is 
made  at  the  time  the  improvements  are  undertaken  for  the 
loss  which  will  necessarily  be  incurred  in  their  execution. 
Again,  in  Group  4,  Hospitals  Capital,  the  assets  after  the 
quinquennial  valuation  amount  to  ;f  159,592.  The  marginal 
note  says : — 

Total  Outlay        ;f 73.530 

Transfers  on  Incorporation,  valued  at  . .         72,991 

so  that,  after  a  professedly  large  reduction  in  value  during: 
the  five  years,  the  hospitals  are  still  valued  at  /i3,i6i  more 
than  their  cost  to  the  city.  Such  an  anomaly  appears 
almost  incredible,  but  apparently  it  is  the  only  deduction  to 
be  made  from  the  accounts,  and  it  displays  very  forcibly 
the  dangerous  use  to  which  these  periodical  valuations  may 
be  put  if  ever  a  municipality  were  captured  by  unscrupulous 
administrators.    We  have  few  instances  in  England,  either 
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ID  companies  or  local  administrations,  of  the  financial  opera- 
tion known  in  America  as  "watering  stock,"  but  accounts 
like  these  lend  themselves  to  it  if  the  ethical  code  should 
become  impaired.  The  matter  may  be  further  illustrated 
by  a  summary  of  the  appreciation  by  groups,  divided  into 
revenue-earning  and  non-revenue-earning  groups  : — 


Group 


I 
Police  and  Fire  Stations,  &c. 
Highways  and  Rivers  Capital  . .  ' 

Sewerage  and  Cleansing  . .  . .  I 
Sanitation,  Markets,  &  Burial  Board  ' 
Town  Hall,  Halls,  Baths  and  Wash-  1 

houses,  &c I 

Withington         I 

Parks  and  Libraries ' 

Education  | 


Revenue    1 

learning     | 

Non- 
Revenue 
Earning 

i     1 

iQ,o6i 

1 

5.885 

1 

47,237 

77,437      1 

40,535 

1 

7.872 
286 

1 

62,067 
13.858 

187.801 

1 

77.457 

1 

i 

£265.258 

I  knovr  that  I  have  treated  an  important  subject  in  a  crude 
and  imperfect  manner,  but  I  shall  accomplish  much  of  my 
object  if  I  induce  the  members  of  this  learned  Society  to 
think  over  and  investigate  these  financial  problems,  which 
threaten  to  become  of  overwhelming  importance  in  the  near 
future.  Power — indeed,  ultimately  supreme  power — has 
been  entrusted  to  a  democracy  which  is  more  frequently 
swayed  by  emotion  than  scientific  investigation ;  and  it  is 
therefore  important  that  the  leaders  of  the  people,  the 
players  on  the  human  emotions,  should  be  careful  that  in 
invoking  these  transient  forces  they  a-'e  not  crushing  out 
more  important  ones.  Do  not,  I  beg,  think  I  am  quibbling 
at  mere  bookkeeping ;  the  widow  and  the  orphan  often 
depend  for  their  food  and  raiment  upon  the  stability  of  our 
local  loans,  and  if  assets  are  over-estimated,  or  profits  taken 
in  advance,  this  stability  will  be  endangered. 

You  will  notice  that  the  quinquennial  valuation  does  not 
affect  Group  9,  which  comprises  what  may  be  termed  the 
trading  ventures,  neither  has  it  been  applied  to  the  Ship 
Canal  Loan.  Such  departments  as  these  raise  questions 
altogether  different  in  character  to  those  involved  in  the 
ordinary  real  estate  of  the  Corporation ;  and  require,  for 
their  proper  treatment,  an  analysis  of  their  Revenue  Accounts 
rather  than  their  capital  expenditure  and  assets.  The 
involved  disputes  as  to  sinking  funds  and  depreciation 
reserves  come  very  largely  into  these  trading  concerns,  and 
may  possibly  affect  the  amounts  pa'd  to,  or  drawn  from, 
general  revenue  to  equalise  the  Profit  and  Loss  Accounts  ; 
but  as  these  vexed  questions  are  not  dealt  with  in  this  paper, 
it  is  sufficiently  gratifying  to  find  that  there  has  been  no 
increase  in  the  trading  capital  assets  by  revaluation.  The 
amounts  involved  are.  however,  so  vast  that  the  investigation 
is  one  which.  I  hope,  will  be  taken  in  hand  very  shortly  by 
some  more  competent  member  of  the  Society. 

I  have  selected  the  City  of  Manchester  Accounts  for 
examples,  not  out  of  any  desire  to  disparage  Manchester 
finance,  but  because  it  is  convenient  to  have  concrete  figures 


to  deal  with.  The  arguments  will  apply  to  any  local 
administration  in  the  country,  and  the  dangers  of  revalua- 
tions will  be  greater  in  many  places,  where  there  has  been 
reckless  expenditure,  than  in  our  own  city.  Yet  even  here 
the  danger  appears  great  if  we  look  to  the  two  sides  of  the 
agf^i'^gate  Balance  Sheet.  The  total  assets,  as  at  present 
valued,  are  30  millions  sterling ;  the  amount  owmg  on 
Loans,  Stock,  and  Water  Annuity  Fund,  over  22^  millions. 
We  are  not  so  rich  as  citizens,  apart  from  the  limitless  powei 
of  taxation,  as  we  sometimes  fondly  imagine  we  are. 

These  local  authorities'  accounts  are  professedly  pub- 
lished for  the  Information  of  business  men  and  the  guidance 
of  investors,  and  they  should,  therefore,  be  prepared  on 
sound  business  lines,  so  as  to  exhibit  a  true  and  correct  view 
of  the  state  of  the  municipalities'  affairs.  Unless,  therefore, 
there  is  some  defect  in  my  arguments,  all  real  property 
(land  and  buildings),  being  taken  by  the  municipality  out  of 
the  open  market,  and  being,  therefore,  free  from  the  fluctua- 
tions of  such  market,  should  be  valued  in  the  Balance  Sheets 
at  actual  cost  of  purchase,  plus  superintendence,  labour, 
and  material  in  erection  of  buildings. 

Quinquennial  valuations  are,  in  any  case,  too  short  a 
period  in  which  to  correctly  estimate  the  trend  of  the  market, 
and  they  therefore  produce  unnecessary  and  misleading 
appreciations  and  reductions.  If  revaluations  are  per- 
missible, they  should  be  separated  by  much  longer  periods 
of  time. 

In  the' case  of  rapidly  deteriorating  properties,  such  as 
schools,  &c.,  the  depreciation  should  be  estimated  at  the 
time  of  erection  in  accordance  with  the  expected  life  of  the 
building,  and  the  annual  waste  shown  in  each  year's 
accounts.  By  this  means  the  true  cost  of  the  Department 
would  be  known  annually,  but  as  this  involves  the  question 
of  Depreciation,  I  can  only  cora'mend  it  to  your  future  con- 
sideration. I  only  refer  here  to  depreciation  on  fast- wasting 
buildings ;  the  land  on  which  they  are  erected  will  not  lose 
in  value,  although  the  erections  may  wear  out. 

It  must  also  be  remembered  that  the  value  spoken  of  is 
exchange  value  as  ordinarily  understood  by  sound  and 
prudent  business  men.  The  wealth  of  the  community  may 
increase ;  it  is  a  flowing  stream  ever  being  consumed  and 
reproduced ;  but  the  atoms  of  that  stream  only  gain 
or  lose  in  their  value  of  exchange  between  themselves 
according  to  their  conformity  or  otherwise  to  the 
general  flow.  The  possessions  of  public  bodies  are 
removed  from  some  of  the  dangers  of  the  flow ;  they  do 
not  lose  by  being  stranded,  but  neither  do  they  gain  any- 
thing, for  they  have  parted,  as  far  as  possible,  with  their 
mobility.  Wealth  increases,  and  wealth  is  taxable  for  the 
benefit  of  all.  but  it  is  well  to  remember  that  every  increase 
in  municipal  activity,  which  probably  removes  something 
from  the  area  of  exchangeable  possessions,  reduces  also  the 
remaining  balance  of  taxable  wealth.  It  may  possibly  be  a 
wise  and  prudent  step  to  kill  the  goose,  but  we  must 
remember  that  thereafter  we  get  no  golden  eggs.  And  if  we 
do  the  killing,  at  least  let  it  be  with  our  eyes  open,  and  with 
the  same  straightforward  estimate  of  transactions  as  we  have 
hitherto  applied  to  our  own  individualistic  businesses. 
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Corporation  of  Manchester  Assets. 
Compiled  from  the  Aggregate  Balance  Sheet  of  the  City  at  31st  March  1906  (Shillings  and  Pence  omitted). 


8 


Account 


Total  Land 

and  Buildings 

per  Detailed 

Accounts 


Add  Increase 
as  ascertained 

by 

Quinquennial 

Valuation, 

1906 


Deduct 

Decrease  as 

ascertained  by 

Quinquennial 

Valuation, 

Z906 


Quinquennial 

Valuation, 

3zst  March 

1906 


Total  Assets 

per  Aggregate 

Balance  Sheet, 

including 

Stocks, 

Investments, 

Bankers  and 

Sundry  Debtors 


z8i 
i«7 
188 
305 
3" 
317 
319 
331 
339 
»99 
191 
203 
225 
245 
341 
253 
343 
349 
351 
353 
365 
357 
357 
243 
251 
385 
3«7 
3S7 
»i 
401 
403 

407 
413 
437 
465 
473 
479 
497 
503 
507 
253 
267 
269 


8      •{ 


( Police  Stations  Capital 

]  Fire  Stations  Capital        

( Weights  and  Measures  Capital 

/  Improvement  Capital       

J  Highways  and  Sewers  Capital 

1  Paving ..        

V  Rivers  Capital         

(  Sewerage  and  Sewage  Disposal  Capital 

»  Cleansing  Capital 

/Sanitary  Capital 

Public  Conveniences  Capital 

-(  Hospitals  Capital 

Markets         

[  Burial  Board  Capital        

/Town  Hall  and  City  Courts  Capital     . . 

Polling  Stations  Capital 

1  PubUc  Halls  Capital         

-  Baths  and  Washhouses  Capital 

Cheetham  Public  Hall  Capital 

Art  Gallery  Capital 

V Royal  Infirmary  Improvement  Capital 

'  Withington  Paving 

Withington  Capital  

Parks  and  Recreation  Grounds  Capitid 

.  Free  Libraries  Capital 

/  Higher  Education  Revenue       

Higher  Education  Teachers'  Superannuation 

Higher  Education  Stores 

Higher  Education  Capital  

Elementary  Education  Revenue 

Elementary  Education  Teachers'    Superan- 
nuation        

Elementary  Education  Stores 

Elementary  Education  Capital 

Gas 

Electricity 

Waterworks  Revenue 

Waterworks  Capital         

Tramways 

Manchester  Ship  Canal  Loan 

Canal  Interest  and  Guarantee 

Consolidated  Stock  Premium 

Exchequer  Contribution 

Suspense       


City  Fund  Revenue 


£ 

II4i272 

167,506 
10,964 

776,390 
85.578 

594.832 
573,033 
405.456 
29.978 
199.430 

1.014,585 
171,976 

1,016,945 

43.824 

214,725 

4,176 

2JZ,82Z 
412,569 

28,538 

821,668 
147.009 


550,635 


920,725 


8,516,744 


i 

6,085 

3.976 


5,730 

155 

47,237 

40,128 

407 

68',i87 
9,270 
2 
x,8o8 
1,154 
4,334 

*  574 


27,144 
34,923 


10,608 


3,250 


265,258 


4.981 
8,447 
1,615 
101,587 
1,129 


37,077 
57,905 
38.468 

39.838 
9,162 
19,686 
58,722 

1,634 

6,367 

106 

112,569 

'6,727 
80,575 
6,791 


12,375 


224,0x0 


"5,376 
163,035 

674)803 
90,179 

"264 

557,755 

562,365 

407,1x6 

30,385 

159,592 

1,073,6x0 

161,560 

958.225 

1,808 

43,344 

212,692 

4,070 

212,395 

300,000 

22,097 
768,237 
175,141 


548,868 


699.965 


829,771 


7,952,231 


133,216 

z69,xxx 

9,934 

714,052 

90,179 

74,662 

1,2x3 

599.656 

628,749 

407,1x6 

30,385 

159,592 

1,080,726 

44,016 
212,692 
4,070 
214,547 
300,000 
28,329 
23,029 

7^a37 

337,556 

3,914 

32 

371 

559,063 

73,565 

2,645 

10,034 

707,361 

S.866.695 

2,437,068 

122,804 

7,115,413 

1,860,280 

5,000,000 

307,503 

27,831 


28,3x0425 
1,690,463 


£30,000,888 


£440  "Stocks  in  hand"  included  in  Withington  capital. 


Discussion, 
Mr.  A.  H.  Scott,  M.P.,  moving  the  vote  of  thanks  to  the 
reader  of  the  paper,  criticised  his  remarks  on  the  markets, 
and,  with  regard  to  the  reference  library,  the  statement  that 
it  appeared  at  very  much  less  than  what  it  had  been  sold  for. 
Certainly  it  did,  and  that  applied  to  all  the  buildings  the 
Corporation  sold.  He  agreed  entirely  with  the  paper  as 
to  the  parks  valuation.  He  thought  all  municipalities 
should  reduce  those  assets  at  the  earliest  possible  date. 
They  were  not  assets  in  the  strict  sense  of  the  word.  "With 
regard  to  the  buildings,  he  should  be  very  sorry  to  believe 
that  there  was  not  a  true  record  kept  of  their  value.    He 


thought  in  the  Corporation's  accounts  the  assets  were  well 
provided  for. 

Mr.  Birdsall,  in  seconding,  defended  the  system  of 
accounts  criticised,  and  urged  that  the  Corporation  was 
right  in  raising  the  value  of  sites  and  buildings  on  the 
basis  of  the  increase  in  value  of  contiguous  property.  As 
long  as  the  Corporation  depreciated  its  property  fairly  and 
honestly  as  it  appreciated  it,  then  its  assets  stood  on  a  flair 
basis. 

Mr.  J.  R.  Corbett  disagreed  with  the  paper,  and  the 
Chairman  said  he  thought  Mr.  Burton's  central  idea  was 
that  because  some  buildings  had  no  exchange  value,  therr 
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fore  they  had  no  value  at  all  (Mr.  Burton  dissented).  He 
thought  Mr.  Burton  had  failed  to  take  into  account  that  in 
all  these  quinquennial  valuations— assuming  probability 
and  skill  in  the  valuer — the  properties  did  represent  real 
social  value,  and  a  value  that  could  be  estimated. 

Mr.  S.  W.  Royse  considered  the  ideas  in  the  paper 
impracticable.  He  maintained  that  the  assets  of  the  Cor- 
poration were  very  greatly  in  excess  of  the  money  they 
owed. 

Mr.  John  Elliott,  the  Salford  Borough  Treasurer,  also 
opposed  the  arguments  of  Mr.  Burton.  He  said  the  latter 
had  taken  the  wrong  Corporation  to  give  an  illustration  of 
over-borrowing  as  against  assets ;  if  they  sold  their  tram- 
ways, electricity,  gas,  and  water,  they  would  get  thirty 
millions  for  their  twenty  millions.  They  need  not  be 
anxious  about  the  poor  investor.  The  people  who  were 
opposed  to  municipal  trading  wanted  to  get  bold  of  the 
assets  the  Corporation  had  got. 

Amid  laughter,  Sir  Thomas  Shann  said  he  would  be  glad 
if  the  Corporation  would  sell  the  Victoria  Buildings  at  cost 
price.  Later  he  supported  Mr.  Burton,  and  said  there  was 
no  increase  of  revenue  from  some  property  of  the  Corpora- 
tion. It  paid  no  rent  at  all.  Mr.  Scott  had  spoken  of  the 
increased  value  of  the  market  and  the  property  near,  and 
that  he  could  make  money  on  selling  them.  He  would  not 
if  the  markets  were  taken  away ;  the  property  would  go 
down. 

Mr.  Burton  disclaimed  any  intention  of  attacking  Man- 
chester more  than  any  other  corporation.  He  thought  in 
Manchester  and  in  neighbouring  places  they  could  boast  of 
a  prudent  financial  control  which  was  absent  in  many 
places.  He  had  purposely  refrained  from  touching  the 
subject  of  municipal  trading.  He  did  not  impugn  the 
valuations  in  any  way. 


Ube  Cbartere5  Hccountante'  Cbess  Club. 


It  is  particularly  requested  that  all  Chartered  Accountants 
(or,  of  course,  articled  clerks)  desiring  to  become  members 
of  this  Club  should  forward  their  names  to  Mr.  H.J.  Snowden, 
A.C.A.,  St.  Michael's  House,  Basinghall  Street,  E.C.,  so 
that  they  may  have  a  personal  notice  of  the  general  meeting, 
to  be  held  in  September  or  October  next,  sent  them. 

It  may  be  mentioned  that  the  number  of  members  is 
rapidly  rising,  and  includes  the  names  of  several  well-known 
chess  players.  It  is  not  the  intention  to  have  a  club-room 
until  the  commencement  of  next  season,  but  two  or  three 

atches  will  be  arranged  to  be  played  shortly. 


XTbe  Cbattereb  Hccountants' Oolf  Club. 


1ST  Round. 


D.  Hill,  Junr., 
W.  W.  Read 
A.  D.  Barber 
J.  W.  Barber 

D.  Forde 

H.  F.  Turner 

E.  J.  Husey 
M.  Jenks 

A.  H.  King  Farlow 

L.  G.  Oldfield 

H.  Wingfield 

E.  C.  Brown 

J.  Harris 

H.  Kidson,  Junr. 

A.  H.  Heap 

S.  P.  Derbyshire 

J.  Lordan 

C.  H.  Champness 

J.  Ford 

A.  J .  Kelleway 


D.  Hill,  Junr. 
J.  Harris 
A.  P.  Ford 


beat 


w.o. 
beat 


w.o. 
beat 
w.o. 
beat 


H.  A.  Booty 

D.  F.  Basden 
T.  M.  Till 

E.  Cooper 
A.  Goddard 
G.  Dixey 
A.  Taylor 

C.  F.  Burton 
H.  W.  D.  Soper 
Sir  J.  G.  Craggs 
.  Gordon 
M.  Robinson 

F.  W.  Pixley 

G.  M.  Gilbert 
A.  O.  Miles 
W.  F.  Mapleston 

.  G.  Fowler 

.  D.  Cocke 
A.  G.  West 
J.  G.  Harris 


k 


!: 


2ND  Round 

beat    R.  S.  Bain 
„       E.  C.  Brown 
,,        V.  Manley 


by  I  up 
,.  4&2 


M  4&  3 

scratched 

at  19th  hole 

,,  20th  hole 

by8&6 

..  6&5 

n  5  &3 

scratched 

by5&3 

scratched 

at  19th  bole 

by  3  &  2 


by5&3 
at  19th  hole 


/l>eetfnds  for  tbe  ensuind  TRIleeli* 


Tuesday — Birmingham  Chartered  Accountant  Students' 
Society. — Lecture,  "  Some  Points  Relating  to  Pro- 
bate and  Letters  of  Administration,"  by  Mr.  Wyndham 
H.  Malins,  B.A.,  Solicitor.  Meeting  preceded  by  tea 
at  6  o'clock,  at  th«.  Chartered  Accountants'  Library, 
8  Newhall  Street. 

Wednesday — London  Chartered  Accountant  Students 
Society.— Prize  Essay,  "  The  Audit  of  Small  Trading 
Concerns  in  cases  where  there  is  practically  no  Internal 
Check,"  at  the  Hall  of  the  Institute,  Moorgate  Place, 
E.C.  ;  6  p.m. 

Kingston-upon-Hull  Chartered  Accountants  Stu- 
dents' Society. — Lecture,  •*  Accounts  of  Professional 
Men,"  by  Mr.  M.  Webster  Jenkinson,  A.C.A.,  at  the 
Hall  of  the  Incorporated  Law  Society,  Bowlalley 
Lane :  7.45  p.m. 

Leicester  Chartered  Accountants  Students* 
Society.— Lecture,  "  Branch  Shop  Accounts,'*  by- 
Mr.  C.  H.  Spencer,  A.C.A.,  at  Winchester  House. 
I  Welford  Road  ;  7  p.m. 

Institute  of  Directors. — Paper,  '•  The  Measurement 
of  Expired  Outlay  on  Productive  Plant ;  a  plea  for 
the  Study  and  Use  of  better  Methods,"  by  Mr.  P.  D. 
Leake.  F.C.A.,  F.I.D.,  at  the  Institute,  4  Corbel 
Court,  Gracechurch  Street,  E.C. ;  3  p.m. 
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Thursday — Liverpool  Chartered  Accountants  Students' 
Association.  —  Lecture,  '*  Municipal  Corporation 
Accounts,"  by  Mr.  W.  A.  Caldwell,  at  the  Library, 
3  Lord  Street ;  6  p.m. 
Glasgow  Chartered  Accountants  Students' 
Society. — Annual  Meeting  at  the  Accountants'  Hall, 
218  St.  Vincent  Street ;  8  p.m. 


petsonaL 

Messrs.  Geo.  F.  Clarke  &  Co.,  Chartered  Accountants, 
of  67  Lord  Street  Liverpool,  and  at  Earlestown,  have  taken 
into  partnership  Mr.  Wilmot  Welch,  late  with  Messrs. 
BouRNBR.  Bullock  &  Co.,  Chartered  Accountants,  of 
Hanley,  Staffordshire.  The  firm  will  be  known  in  future  as 
G.  F.  Clarke,  Welch  &  Co. 

Mr.  W.  H.  Pannell,  J. P.,  F.C.A.,  one  of  the  four  repre- 
sentatives of  the  City  of  London  on  the  London  County 
Council,  is,  we  believe,  the  only  Chartered  Accountant  who 
is  a  member  of  that  body. 


fallnvcB  an5  XtUd  of  Sale  in  £ndlan& 
an^  VOlaled* 


According  to  Kemp's  MercanHU  GautU,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  Mar.  ist,  was  160,  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  London  Gautte, 
82 ;  Deeds  of  Arrangement  registered,  78.  The  respective 
Dumbers  in  the  corresponding  week  of  last  year  were: 
Bankroptcies,  98;  Deeds  of  Arrangement,  78— total,  176; 
being  a  decrease  of  16.  The  total  number  of  commercial 
failures  recorded  during  the  g  weeks  of  the  present  year  is 
1 13^3  >  ^^  to^  number  recorded  in  the  corresponding  9 
weeks  of  last  year  was  1,505,  showing  a  decrease  of  142. 

The  number  of  Bills  of  Sale,  including  Re-registrations. 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
Mar.  I  St,  was  171.  The  number  in  the  corresponding  week 
of  last  year  was  152,  showing  an  increase  of  19.  The  total 
number  filed  during  the  9  weeks  of  the  present  year  is  1,309 ; 
the  total  number  filed  in  the  corresponding  9  weeks  of 
last  year  was  1,386,  showing  a  decrease  of  77. 


Debentures. 


Friday,  Mar.  ist,  amounted  to  ;f3, 250,337,  by  way  of 
addition  to  ^^2,387,847,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ;f  1,339,951.  showing  an  increase- of 
;^i, 910,386.  The  total  amount  registered  during  the  9 
weeks  of  the  present  year  is  ;f  16,639,799  {^^  addition  to  the 
issues  in  previous  years  by  the  same  companies),  as 
compared  with  j^i 3.542,286  for  the  corresponding  9  weeks 
in  1906,  showing  an  increase  of  /3,097.5i3, 


The  Profession  in  Scotland. 


Society  of  AccoontantB  in  Edinburgh. 


The    Mortgages   and    Charges    registered    by    limited 
companies  in  England  and  Wales  during  the  week  ending 


The  report  by  the  President  and  Council  of  the  above 
Society,  submitted  to  the  annual  general  meeting,  was  as 
follows : — 

The  President  and  Council  beg  to  make  the  following 
report  to  the  members  on  the  proceedings  of  the  past 
year: — 

The  new  arrangements  connected  with  the  library  referred 
to  in  last  report  have  worked  satisfactorily,  and  there  has 
been  a  marked  increase  in  the  use  made  of  the  library  by 
the  members  and  apprentices. 

The  Evening  Classes  for  apprentices  have  been  continued 
as  formerly,  and  they  have  been  attended  by  a  large  number 
of  apprentices. 

As  usual,  a  course  of  lectures  has  been  arranged  jointly 
with  the  Institute  of  Bankers  in  Scotland,  to  be  given  in  the 
Hall  during  February.  The  subject  of  the  next  course  is 
'*  The  Law  of  Agency,"  and  the  lecturer  is  Professor  Gloag, 
of  Glasgow  University. 

A  special  general  meeting  of  the  Society  was  held  on 
27th  April,  at  which  the  following  was  adopted  as  a  resolu- 
tion of  the  Society :  *'  The  Society  is  of  opinion  that  no 
'*  member  should  permit,  or  be  a  party  to  the  use,  by  any 
'*  firm  of  which  he  is  a  partner,  of  the  designation  '  Chartered 
**  Accountants,'  or  the  letters  '  C.  A.,'  unless  all  the  partners 
"  of  the  firm  are  Chartered  Accountants." 

A  special  general  meeting  was  also  held  on  20th  July  1906, 
at  which  seven  gentlemen  were  admitted  members  of  the 
Society. 

The  report  of  the  General  Examining  Board  for  the  past 
year  has  been  issued.  The  usual  statements  showing  the 
result  of  the  examination  of  candidates  connected  with  this 
Society,  the  number  of  members  and  apprentices  of  the 
Society  at  the  close  of  the  year,  and  an  abstract  of  the 
accounts  for  1906,  are  appended  hereto. 
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Abstract  of  Treasurer's  Intromissions  for  the  Year  ending  31st  December  1906. 


Charge  £      s    A 

1.  Funds  at  31st  December  1905  (exclusive  of  the  value  of 

Heritable  Property,  No.  27  Queen   Street,  and  the 
Furniture,  Books,  and  Pictures  of  the  Society  therein)  :— 
/[a.ooo  2^%  Consolidated  Stock  at  cost  ..        ..    1,797    6    o 

£650  4i%  Debenture  Stock  of  the  Great  Central 

Railway  Company  at  cost         1,047    i    o 

£750  4%  Consolidated  Preference  No.  i  Stock  of  the 

North  British  Railway  Company  at  cost     ..        ..1,105    7    3 
£1,000  Canadian  Government  4%  Stock— redeemable 

1907— at  cost  1,035    I    o 

£750  Transvaal  Government  3  %  Guaranteed  Stock 

at  cost  . . 745    g    8 

5,730    4  II 
Deduct  Balance  at  Debit  of  Current  Account  with 
British  Linen  Company  Bank,  less  Cash  in 
hands  of  Treasurer 154    7    9 

5,576    a    2 

2.  Entrance    Fees    from    17    New   Members, 

admitted  February  and  July  1906    . .        .  .3^1,785    o    o 

3.  Library  Subscriptions  from  Apprentices     . .         440 

4.  Fees  for  Registration  of  Indentures  . .  44    2    o 

5.  Interest  on  Investments,  &c 165    4    2 

6.  Rent  payable  by  Institute  of  Bankers,  £100, 

and  Rent  of  back  premises,  £25     . .        . .      125    o    o 

7.  Proportion  of  Net    Sales  of    "History    of 

Accounting"  for  year  5  19    o 

Sum  of  Receipts        . .        , . 2,129    9    2 


£7,705  II    4 


Discharge.  £     s  d 

X.  Payments  to  the  Endowment  and  Annuity  Fund  Trustees, 
being  one-half  of  the  Entrance  Fees  received  from 
17  New  Members         892  10   0 

2.  Expenses  in  connection  with  Examinations — 

Treasurer  of  General  Examining  Board, 
proportion  of  net  outlay  for  year  to  ^ist 
December  1906,  payable  by  this  Society     £90  14    o 

Sundry  Expenses  at  the  Examinations  in 
Edinburgh 8  18    6 

99  12    6 

3.  Special  Expenditure- 

Grant  to  Accountants' Company,  Q.R.V.B., 
R.S 10  10    o 

Grant  to  Students'  Society  for  Prizes  in 

Essay  Competition 9    9    o 

*  19  19   0 

4.  Feu-duties,  Taxes,  Insurance,  Furnishings,  and  Repairs 

for  27  Queen  Street 82  12    i 

5.  Outlay  in  Wages,  Coal,  Gas,  Newspapers,  &c.,  for  27 

Queen  Street,  £198  i6s.   id.,  whereof  repayable  by 

Institute  of  Bankers,  £99  8s 99    S    i 

6.  Corporation  Duty 15  i6  lo 

7.  Expenses  of  Management — 

Salary  to  Secretary  and  Treasurer  for  1906  £200    o    o 
Auditor's  Fee  for  1906  Accounts     . .        . .        10  10    o 

Salary  to  Librarian  for  1906 90    o    o 

Printing,  Stationery,  &c 63    6    5 

Shareof  cost  of  Omcial  Directory..        ..        26    3    8 

Travelling  Expenses 15    7    3 

Legal  Expenses 27  18    3 

433    5    7 

8.  Books  Purchased  for  Library  and  Binding 1x7  10    3 

9.  Fees  for  Evening  Classes  and  Lectures  at  27  Queen 

Street,  £103  13s.  6d.,  less  Fees  received  from  Students, 

£45  13s.  6d 58  o  o 

10.  Portrait  of  President 2io  o  o 

11.  Cost  of  Fireproof  Room  and  two  additional  Bookcases . .  133  7  10 

Sum  of  Payments        . .        . .  2,162    2    2 

12.  Funds  at  31st  December  1906  (exclusive  of  the  value  of 

Heritable  Property,  No.  27  Queen  Street,  and   the 
Furniture,  Books,  and  Pictures  of  the  Society  therein)— 

£2,000 2^%  Consolidated  Stock  at  cost.. £1,797    6    o 

£650  4j%  Debenture  Stock  of  the  Great 
Central  Railway  Companv  at  cost      ..   1,047    i    o 

£750  4  %  Consolidated  Preference  No.  i 
Stock  of  the  North  British  Railway 
Company  at  cost I1I05    7    3 

£1,000  Canadian  Government  4%  Stock 
—redeemable  1907— at  cost  ..    1,035    i    o 

£750  Transvaal  Government  3%  Guaran- 
teed Stock  at  cost 745    9    8 

5,730    4  11 
Deduct   Balance   at   Debit  of  Current 
Account  with   British   Linen 

Company  Bank 186  15    9 

S'^^    9    2 

£7,705  11    4 


Edinburgh,  iSth  January  1907.— Having  examined  the  Account  of  the  Intromissions  of  Mr.  Richard  Brown,  C.A.,  as  Treasurer  to  the 
Society  of  Accountants  in  Edinburgh,  for  the  year  ending  31st  E>ecember  1906,  of  which  the  above  is  an  Abstract,  I  beg  to  report  that  I  have 
found  it  correctly  stated  and  sufficiently  vouched.      I  have  also  examined  the  Security  Writs  for  the  Invested   Funds,   and  have  found 


them  in  order. 


Edward  Boyd,  C.A.  Audilor. 


Statement  of  the  number  of  Members  and  Apprentices 
OF  the  Society  at  31st  December  igo6. 

Members. 
The  number  of  original  members  of  the  Society 


Deaths    and    resignations    from   1854    ^^    S^st 
December  1905 

Do.  during  current  year    .-. 


59 
o 


Iwcaving 


62 


59 
3 


Members  admitted  since  1854  to  31st  December 

1905 ••       517 

Do.        during  current  year  ..         ..         17 


Deaths,    resignations,    Sec,    up    to    31st 

December  1905 91 

Do.        during  current  year  ..         13 

Total    membership    of     the    Society    at    31st 
December  1906 


534 


104 


430 
433 
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Apprentices, 
Indentttres  recorded  in  the  books  of  the  Society 

to  31st  December  1905 961 

Do.  during  current  year  . .  42 

Total  Indentures  recorded    .        1,003 
Deduct— 

Indentures  cancelled  before  completion,  or  of 
which  no  discharge  has  been  recorded 
though  expired  for  more  than  two  years     . .       172 

Indentures  of  gentlemen  who  have  not  passed 
the  Final  Examination,  although  the  Inden- 
tures have  expired  for  more  than  two  years 
and  been  discharged 94 

Indentures  of  gentlemen  who  have  become 
members  of  the  Society         519 

Indentures  of  gentlemen  who  have  passed  the 
Final  Examination  but  have  not  yet  been 

elected  members         30 

815 

Leaving 188 

Being- 
Indentures,  which  expired  during  1905  and 
1906,  of  gentlemen  who  have  not  yet  passed 
the  Final  Examination  30 

Indentures  current  at  31st  December  1906    . .       158 

188 


Qenepal  Bxamining  Board  of  the  Chartered  AccountantB 
of  Scotland. 


Thb  following  is  an  abstract  of  the  Treasurer's  Accounts 
for  the  year  ending  31st  December  1906 : — 

Revenue.  £     s    ^ 

Examination  Fees 529    4    o 

Interest  from  Bank  2  16    2 

Balance  received  from  the  three  Societies,  in 

proportion  to  their  membership,  in  terms  of 

the  Joint  Agreement : 
Society  of   Accountants  in  Edin-       ;^    s     d 

borgh  90  14    o 

Institute     of      Accountants     and 

Actuaries  in  Glasgow      . .         . .     105    o    5 

Sodetyof  Accountants  in  Aberdeen      10  14    9 

206    9    2 


/738    9    4 


ExpenditHve. 
Examination  Expenses — 

x.  Examiners'  Fees        ..        ..  488  5  o 

2.  Stationery        22  11  o 

3.  Printing           41  14  2 

4.  Advertising 16  16  7 

5.  Miscellaneous  (postage,  &c.)*>  19  4  6 


Expenses  of  Management— 

1.  Salary     to     Secretary     and 

Treasurer 126    o    o 

2.  Expenses  of  Members  attend- 

•  ing  Board  Meetings  . .      23  18    i 


149  18    I 

;f738    9    4 

Glasgow,    9th    January    1907. — Examined    and    found 

correct. 

Alexander  Sloan,  C.A.,  Auditor. 


The  Bankraptcy  Procedure  Reform  Movement. 


588  11    3 


Mr.  Gustave  G.  Wiesener,  the  secretary,  submitted  the 
annual  report  on  the  27th  ult.  to  the  annual  meeting  of  the 
Scottish  Wholesale  Merchants'  Society  in  Glasgow.  It  bore 
that  the  officers  of  the  Society  attended  231  meetings  of 
creditors,  and  issued  14,000  reports  to  members  of  the 
Society.  These  reports  gave  a  full  explanation  of  the  cause 
of  the  failure  and  information  relative  to  the  various  debtors' 
affairs.  The  Society  had  been  very  active  during  the  last 
year  in  connection  with  the  alteration  of  bankruptcy  law, 
especially  in  the  direction  of  having  official  supervision  over 
trust  deeds  for  creditors,  the  principal  point  to  be  kept  in 
view  in  all  cases  being  that  the  trustee  under  a  trust  deed 
should  not  be,  as  at  present,  generally  nominated  by  the 
bankrupt,  but  be  appointed  by  a  majority  of  votes  of  the 
creditors  on  an  estate,  and  that  a  committee  of  creditors 
should  fix  the  fees  in  all  cases  to  be  paid  to  the  trustee,  and 
generally  supervise  the  trustee's  administration  in  trust 
estates.  The  Society  had  also  during  the  past  year  used 
its  influence  in  bringing  before  the  Procurator-Fiscal 
cases  of  fraudulent  bankruptcy. 

The  Chairman,  in  moving  the  adoption  of  the  report, 
expressed  disappointment  that  the  wholesale  trade  generally 
took  very  little  interest  in  legislative  matters.  In  these  days 
of  increased  competition  travellers  had  to  be  employed 
whose  anxiety  to  do  business  frequently  exceeded  their 
caution  in  selecting  trustworthy  customers.  It  was,  there- 
fore, desirable  that  the  law  of  the  country  should  give  that 
protection  to  the  wholesale  traders  they  needed.  The 
Society  was  determined  to  bring  the  weak  points  of  the 
bankruptcy  law  before  the  public  and  before  the  Govern- 
ment by  framing  a  petition,  and,  if  necessary,  to  invite  a 
number  of  prominent  men  in  the  wholesale  trade  to  form  a 
deputation  to  interview  the  Secretary  for  Scotland. 

Mr.  James  Allan  seconded.  The  Secretary  stated  that  the 
lack  of  interest  shown  by  most  of  the  creditors  in  anything 
pertaining  to  bankruptcy  law  was  extraordinary.  At  the 
present  time  the  selection  of  a  trustee  on  trust  estates  was 
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causing  a  good  deal  of  dissatisfaction.  In  most  cases  the 
trustees  were  appointed  by  the  bankrupt,  who  naturally 
selected  someone  not  over-anxious  to  investigate. 


The  Lav  of  Agency. 


In  the  rooms,  27  Queen  Street,  Edinburgh,  on  the 
26th  ult.,  Mr.  W.  M.  Gloag,  Professor  of  Law  in  the 
University  of  Glasgow,  delivered  the  fourth  and  concluding 
lecture  of  the  course  on  *'  The  Law  of  Agency,"  under  the 
joint  auspices  of  the  Institute  of  Bankers  in  Scotland  and 
the  Society  of  Accountants  in  Edinburgh.  Professor  Gloag 
dealt  with  the  liability  of  an  agent  on  contracts  entered  into 
on  behalf  of  his  principal,  and  with  the  rules  under  which 
an  agent  might  incur  liability  if  he  represented  that  he  had 
authority  when  he  had  not ;  with  the  law  of  election,  and 
with  the  termination  of  the  contract  between  agent  and 
principal.  On  the  motion  of  the  chairman,  Mr.  F. 
Carter,  C.A.,  Professor  Gloag  was  awarded  a  cordial  vote 
of  thanks. 


ScottiBh  Insolvenciet. 


For  the  week  ending  2nd  March  the  number  of  insolvencies 
reported  in  Scotland  was  20,  as  compared  with  27  in  the 
corresponding  week  of  last  year.  The  trust  deeds  numbered 
9,  as  compared  with  14 ;  the  sequestrations  6,  as  compared 
with  7 ;  and  the  petitions  for  cessio  5,  as  compared  with  6. 
The  total  for  the  nine  weeks  of  the  year  is  239,  as  compared 
with  223  last  year— the  trust  deeds  numbering  Z19  against 
Z02,  the  sequestrations  43  against  57,  and  the  petitions  for 
cessio  77  against  64.  Of  the  9  trust  deeds  reported  during 
the  week,  2  were  gran  ted  in  favour  of  Chartered  Accountants. 
Two  voluntary  liquidations  of  limited  liability  companies 
were  gazetted  during  the  week,  making  29  for  the  nine  weeks. 
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Jordan  &  Sons,  Lim.,  of  120  Chancery  Lane,  announce  that 
the  27th  edition  of  "  A  Handy  Book  on  the  Formation,  Manage- 
ment, and  Winding  Up  of  Joint  Stock  Companies,"  by  Messrs. 
F.  Gore-Browne,  K.C.,  and  William  Jordan  is  now  ready.  The 
book  has  been  thoroughly  revised  and  brought  up  to  date,  and 
the  new  edition  will  consist  of  60  pages  of  preliminary  matter 
and  758  pages  of  text  and  index,  making  together  818  pages. 
Although  so  largely  increased  in  bulk,  the  price  will  be  the  same 
as  hitherto,  viz.,  ss.  net. 
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XeaMno  Hrttcles« 


The  Increase  of  Chartered  Accountants. 


TTNDER  the  above  heading,  our  contem- 
^^  porary  The  Accountants'  Magazine ^  of 
Edinburgh,  deals  with  the  question  of  competi- 
tion between  English  and  Scottish  Chartered 
Accountants.  It  begins  by  expressing  the 
solemn  opinion  that  any  artificial  restrictions 
placed  upon  the  numbers  of  those  who  may 
be  trained  for  a  profession  are  undesirable, 
and  savour  of  trade  unionism.    The  ordinary 
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rule  of  supply  and  demand  should,  our  con- 
temporary thinks,  be  left  to  regulate  the 
matter,  and  the  profession  should  be  in  all 
respects  free  and  open  to  those  who  are 
willing  to  acquire  the  qualifications.  These 
are  not  the  views  that  have  always  charac- 
terised the  policy  of  Edinburgh  Chartered 
Accountants ;  but  we  may  point  out  that 
just  as  there  may  be  an  artificial  restriction  of 
output,  so  on  the  other  hand  may  there  be 
such  a  thing  as  artificial  over-production,  and 
that  is  what  we  have  complained  of.  It  is 
hardly  likely  to  be  seriously  contended  that 
there  is  enough  accountancy  work  in  Scotland 
to  support  the  steadily  increasing  number  of 
Scottish  Chartered  Accountants,  for  if  any 
such  sufficiency  existed  there  would  not  be  a 
steadily  increasing  exodus  of  those  who  have 
recently  qualified.  If,  on  the  other  hand,  it  be 
suggested  that  there  is,  over  the  whole  world, 
a  deficiency  of  skilled  accountants,  and  that 
the  Scottish  Societies  are  most  generously 
giving  of  their  best  to  supply  this  deficiency, 
we  may  point  out  that  the  training  suitable  for 
a  Scottish  Chartered  Accountant  is  not  neces- 
sarily— and  in  point  of  fact  is  not — the  training 
most  suitable  for  practitioners  outside  of  Scot- 
land. Therefore,  the  shortage  (if  there  be 
any)  of  skilled  accountants  outside  Scotland 
is  not  provided  for  in  a  satisfactory  manner 
by  the  over-production  of  Scottish  Chartered 
Accountants. 

Doubtless,  however,  our  contemporary  fully 
appreciates  the  fatuity  of  its  own  argument,  or 
it  would  not  spoil  a  good  case  by  over-elabora- 
tion. Having  first  of  all  asserted  that  the 
profession  should  be  in  all  respects  firee  and 
open  to  those  who  are  willing  to  acquire  the 
qualifications,  it  goes  on  to  say  that  Edinburgh 
Chartered     Accountants     average     only    one 


apprentice  to  every  eleven  members,  whereas 
English  Chartered  Accountants  average  one  to 
every  ten,  and  Glasgow  Chartered  Accountants 
one  to  every  six  members.  This  is  quite  in 
accordance  with  Edinburgh  traditions,  with 
whom  free  trade  is  consistently  accounted  as 
summarising  all  the  virtues  so  long  as  it  does 
not  cut  into  their  own  preserves.  At  the  same 
time  it  is  clear,  upon  our  contemporary's  own 
figures,  that  our  case  against  Glasgow  is 
abundantly  substantiated. 

The  figures  given  with  regard  to  the  increase 
of  membership  in  the  three  Institutes  confirm 
our  view.  During  the  past  ten  years  it  is 
stated  that  the  membership  of  the  Edinburgh 
Society  has  increased  at  the  rate  of  5*28  per 
cent,  per  annum,  but  the  membership  of  the 
English  Institute  has  increased  during  the 
same  period  at  the  rate  of  6*42  per  cent.,  and 
the  membership  of  the  Glasgow  Institute  at 
an  average  rate  of  8*5  per  cent.  If  further 
support  to  our  assertions  were  required  it  is 
provided  by  our  contemporary  in  its  concluding 
paragraph,  where  it  is  stated  that  the  require- 
ments connected  with  entry  into  an  appren- 
ticeship in  Glasgow  are  easier  to  comply  with 
than  in  Edinburgh  or  in  London,  and  the 
figures  given  point  to  the  probability  of  an 
excess  in  the  supply  of  Chartered  Accountants 
in  Glasgow  a  few  years  hence  should  the  pre- 
sent conditions  continue.  Our  contemporary 
need,  however,  we  think,  have  no  fear  as  to  an 
excess  in  Glasgow.  That,  indeed,  is  the  last 
thing  that  is  likely,  for  the  surplus  always 
comes  south  of  the  border.  Thus,  in  the 
Aberdeen  Society  19  members  are  in  practice 
outside  Aberdeen,  as  against  31  practising  in 
that  city.  Against  317  Glasgow  Chartered 
Accountants  practising  in  Glasgow,  there  are 
189    outside,    and    as   against   271    members 
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of  the  Edinburgh  Society  practising  in 
Edinburgh  and  Leith  there  are  165  who 
have  had  to  establish  themselves  outside  the 
radius  covered  by  the  Society's  Charter.  In 
contrast  with  these  figures,  it  may  be  men- 
tioned that  in  June  1906  there  were  191 
English  Chartered  Accountants  practising  or 
resident  outside  of  England  and  Wales, 
against  3,301  inside  the  territorial  limits  of 
the  Institute's  Charter. 

From  these  figures  it  is  so  clear  as  to  be 
beyond  argument  that  a  very  large  number  of 
young  men  join  the  profession  through  the 
Glasgow  Institute,  because  the  conditions 
there  obtaining  are  easier  to  comply  with,  with 
the  deliberate  intention  of  using  the  qualifica- 
tion which  that  Institute  is  able  to  give  as  a 
ground  for  posing  as  an  expert  accountant  in 
other  countries  where  very  different  conditions 
obtain.  It  is  all  very  well  for  our  contem- 
porary to  say  that  the  medium  in  which  the 
accountant  works — namely,  figures — is  alike 
everywhere,  and  that  consequently,  apart  from 
any  difficulties  connected  with  the  language 
of  the  country,  the  keeping  of  books  of 
account,  and  the  framing  and  checking  of 
Balance  Sheets  and  other  statements  are  easily 
within  the  compass  of  any  qualified  accountant, 
wherever  he  may  have  been  brought  up.  It  is, 
apparently,  overlooked  in  the  first  place  that 
some  of  the  Scottish  methods  of  keeping 
accounts  are  elsewhere  regarded  as  decidedly 
peculiar,  while  the  mere  suggestion  that  it  is 
within  the  compass  of  any  qualified  accoun- 
tant to  adapt  himself  to  a  foreign  environment 
gives  away  the  whole  case.  Our  point  is  not 
that  a  Scottish  Chartered  Accountant  is  not 
capable  of  becoming  a  qualified  accountant  in 
any  part  of  the  world  to  which  he  may  go, 
but  that  until  the  further  and  necessary  quali- 


fications have  been  acquired  he  ought  not  to 
pose  as  a  qualified  accountant,  because  by  so 
doing  he  is  really  sailing  under  false  colours. 
Our  contemporary  suggests  that  accountancy 
is  in  this  respect  somewhat  like  the  medical 
profession,  and  that  as  a  medical  man  who  has 
obtained  his  degree  in  Edinburgh  is  well 
qualified  to  practise  his  profession  in  any  part 
of  the  world,  so  it  should  be  with  the  Char- 
tered Accountant.  We  do  not  propose  to 
discuss  the  value  of  the  Edinburgh  "  M.D.," 
which  is,  of  course,  beside  the  point.  We 
may  suggest,  however,  that  no  prudent  medical 
man  would  feel  himself  qualified  to  practise 
medicine  in  a  foreign  climate  without  first  of 
all  giving  himself  a  little  time  to  settle  down 
and  study  his  new  environment.  The  analogy 
of  the  solicitor  or  barrister  is,  however,  really 
closer.  In  a  sense  a  lawyer  is  a  lawyer  all  the 
world  over,  and  a  man  who  has  thoroughly 
grounded  in  one  school  would  not  take  very 
long  to  familiarise  himself  with  an  entirely 
different  system  of  jurisprudence;  but  at  the 
same  time  he  certainly  ought  not  to  try  to 
acquire  that  experience  at  his  client's  expense. 
Lawyers  are,  of  course,  prohibited  from  doing 
so,  because  in  every  country  lawyers  make  the 
law,  and  so  make  it  as  to  protect  their  own 
interests.  The  point  is  really  of  equal  import- 
ance in  both  the  legal  and  accountancy  pro- 
fessions, but  the  Legislature  has  not  hitherto 
appreciated  its  importance  to  the  same  extent. 
It  would,  however,  be  entirely  inaccurate  to 
say  that  all  persons  qualified  to  practise 
medicine  in  their  own  country  are  entitled  to 
practise  it  here.  The  position  is  different  with 
regard  to  accountants,  because  as  a  matter  of 
law  anyone  is  free  to  represent  himself  as  being 
an  accountant,  and  to  practise,  provided  he 
can  find  anyone  sufficiently  foolish  to  become 
his  client. 
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The  London  County  Council  Accounts. 


1T7E  have  no  intention  of  departing  from  our 
usual  practice  of  abstaining  from  all 
participation  in  the  discussion  of  political 
questions,  but  there  is  at  least  one  feature  in 
connection  with  the  success  of  the  Municipal 
Reform  party  at  the  recent  London  County 
Council  election  that  may — or  at  all  events 
ought  to  be — dealt  with  strictly  as  a  matter  of 
business,  and  not  as  a  question  of  politics. 

Our  readers  will  hardly  require  to  be  reminded 
that  for  many  months  past  representatives  of 
the  party  that  is  now  in  power  have,  both  at 
the -Council  meetings  and  outside,  lost  no 
opportunity  of  asserting  that  the  accounts  of 
the  Council,  as  at  present  framed,  are  unreliable, 
in  that  they  afford  no  true  impression  as  to  the 
position  of  affairs  in  each  of  the  various  depart- 
ments of  the  Council's  activities.  These 
assertions  have  been  persistently  repudiated 
by  the  Progressives,  and  it  is  safe  to  say  that 
at  the  present  time  no  one,  except  possibly  a 
few  of  the  officials  in  the  employ  of  the  Council, 
know  what  to  believe. 

The  Municipal  Reform  party  is,  however, 
taking  over  control,  and  owing  to  the  defective 
system  that  always  obtains  in  connection  with 
public  accounts  it  will,  to  a  large  extent,  have 
to  deal  in  its  accounts  for  next  year  with  trans- 
actions for  which  its  predecessors  are  respon- 
sible. Under  all  circumstances  there  can,  it 
seems  to  us,  be  no  doubt  whatever  as  to  the 
great  importance  of  a  thorough  investigation 
being  made  of  the  Council's  accounts,  so  that 
all  interested  parties  may  be  able  to  learn  how 
matters  stood  when  the  Municipal  Reformers 


assumed  control.  Up  to  the  present  no  adequate 
statement  of  accounts  has  ever  been  presented ; 
there  has  never  been  any  proper  audit,  in  the 
true  sense  of  the  term  ;  and  there  have  been 
persistent  accusations  of  jugglery  with  figures, 
which  even  in  the  interests  of  the  Progres- 
sives should  be  sifted  to  the  bottom,  so  that  the 
true  facts  may  be  ascertained.  It  will  be 
remembered  that  on  the  eve  of  election  the 
Council  appointed  a  Committee  to  consider  this 
very  question ;  but  a  resolution  passed  under 
those  conditions  cannot,  of  course,  be  taken 
very  seriously,  in  that  it  was  obviously  passed 
for  effect,  and  not  with  the  object  of  leading  to 
any  definite  result. 

The  importance  of  a  really  thorough  investi- 
gation being  made  of  the  Council's  accounts 
now,  for  the  first  time  in  the  course  of  its 
existence,  is  apparently  duly  appreciated  by 
the  leaders  of  the  party  ;  but,  if  one  may  judge 
by  the  utterances  of  the  lay  press,  it  seems  by 
no  means  unlikely  that  through  want  of 
technical  advice  they  may,  at  this  early  stage 
of  their  career,  make  a  false  step  from  which 
there  would  be  practically  no  possibility  of 
retreat.  There  is,  we  understand,  more  than 
a  little  danger  that  any  such  investigation  of 
the  accounts  as  may  be  decided  upon  will  be 
entrusted  to  the  permanent  officials  of  the 
Council,  in  whom  it  is  stated  that  the  leaders 
of  the  party  "  have  every  confidence."  We  do 
not,  of  course,  propose  to  say  or  suggest  any- 
thing that  could  be  regarded  as  an  attempt  to 
undermine  a  confidence  that  is  obviously  entirely 
justified.  We  may,  however,  point  out  that  an 
audit  conducted  by  the  accounting  parties  is, 
in  the  nature  of  things,  no  audit  at  all ;  that 
whatever  may  have  been  done  in  the  past  has 
been  done  with  the  approval  of  the  permanent 
officials,  or  they  would  not  be  still  remaining 
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at  their  respective  posts ;  and  thus  whatever 
questions  of  principle  may  be  involved  would 
naturally  be  regarded  as  settled  points  by  the 
permanent  officials,  who  have  already  in  the 
past   decided   how   these    matters   should   be 
properly  dealt  with.     It  is  not  in   reason   to 
suppose    that   the   permanent   officials  of  the 
Council  will  now  call  in  question  any  apportion- 
ment of  Capital  or  Revenue  expenditure  inter- 
departmentally; nor,  with  the  best  wishes  in  the 
world,    are   they   likely    to   be   able   to    very 
materially  improve  upon  a  system  of  accounting 
which,  it  must  be  assumed,  has  been  largely 
built  up  by  them.     What  is  clearly  required 
under  the  circumstances  is  a  little  illumination 
from    outside,   new    ideas,   and    an    unbiased 
judgment  upon  numerous  questions  of  principle, 
the   proper  decision  of  which  is  of  immense 
pecuniary  importance.     It  may  be  pointed  out, 
moreover,  that  if  the  matter  is  to  be  gone  into 
thoroughly  it  will  still  have  to  be  discussed  at 
some  length,  and  that  what  all  persons  desirous 
of  arriving  at  the  truth  require  now  is,  not  the 
mere   assertions  of  a    few    officials   but    the 
deliberate  statements  of  an  independent  expert, 
or,  better  still,  of  three  such  experts  appointed 
to  act  together. 

The  matter  is  of  the  more  importance,  for 
unless  the  Municipal  Reform  party  secures  the 
aid  of  professional  assistance  it  is  clear,  even 
to  its  best  friends,  that  it  runs  no  small 
risk  of  being  dominated  by  the  official  view. 
The  first  step  should  be  to  obtain  competent 
and  unbiased  outside  assistance,  with  a  view  to 
ascertaining  the  exact  position  of  the  under- 
taking which  it  will  henceforward  control ;  and 
its  next  step  should  be  an  attitude  of  marked 
caution  towards  the  system  of  control  by 
officials,  which  is,  after  all,  very  largely  respon- 
sible for  the  present  state  of  affairs. 


It  has  been  stated  in  some  quarters  that  there 
is  a  doubt  whether  the  Council  has  power  to 
spend  money  upon  an  independent  professional 
aiidit.     We  have  seen  no  reason  put  forward 
for  this  doubt,  which,  it  seems  to  us,  is  entirely 
groundless;   but   even   accepting    the    absurd 
proposition  that   it  is  ultra  vires  the  Council 
to  spend  money  in  ascertaining  its  true  financial 
position,  and  in  organising  its  administration 
upon  sound  business  lines,  that  ought  not  to  be 
allowed  to  interfere  with  the  pursuance  of  this 
most  necessary  inquiry.     Party  funds  have  been 
spent  freely  to  secure  victory  at  the  elections. 
There  must  still  presumably  be  some  funds  left 
that  could  be  utilised  with  the  object  of  making 
that  victory  productive  instead  of  barren ;  while, 
on  the  other  hand,  judicious  expenditure  that  has 
been  surcharged  on  account  of  some  technical 
irregularity  is  in  point  of  fact  invariably  allowed 
by  the  Local  Government  Board,  and  failing 
such  allowance  might  be  readily  sanctioned  by 
the   Legislature.     It  will,   however,   be    time 
enough  to  consider  such  difficulties  when  they 
arise.     The  practical  question  at  the  moment 
is  that  no  prudent  business  man  would  accept 
the  managership  of  a  business  without  first  of 
all  taking  an  account  of  how  it  stands  when  he 
takes  over  control.     Obviously,  the  employees 
of  the  business  cannot — unaided — prepare  such 
a  statement  of  account  as  will  meet  with  the 
unquestioned  acceptation  of  divers  parties.   An 
independent  professional  audit  is  thus  a  sine  qua 
non.  And  to  avoid  all  question  as  to  political  bias, 
and  the  like,  it  would  be  better  that  it  should 
be  undertaken  not  by  one,  but  by  three  indepen- 
dent firms  of  Chartered  Accountants ;  or,  indeed, 
the  number  of  firms  employed  might  perhaps 
with  advantage  be  increased,  as  in  that  way  the 
work    would    be  greatly    expedited,   without 
increasing  the  expense  involved. 
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An  Aoooantant'i  As  supplementing  the  decision  in 
LianonBooki.  Burleigh  v.  Clark  given  by  Mr.  Justice 
Joyce  on  the  2nd  April  1901,  it  may  be  of  interest  to 
our  readers  to  learn  that  in  a  case  recently  decided  in 
Capetown,  Walker's  Trustee  v.  Jones,  Cornett  &  Bale 
(2  S.C.  354),  it  was  decided  that  accountants  had  not  a 
lien  on  the  books  in  question  merely  because  they  had 
read  the  books  in  order  to  prepare  a  statement,  having 
put  no  actual  work  into  the  books  themselves.  The 
general  conclusion  would,  we  think,  appear  to  be  that 
an  accountant  auditing  or  making  an  investigation  of 
books  of  account  does  not  thereby  acquire  a  lien  on 
such  books  in  respect  of  his  charges,  but  that  an 
accountant  employed  to  actually  write  up  the  books 
does  acquire  such  a  lien  on  account  of  the  work  that 
he  has  put  into  them.  It  is  not  quite  clear  why  the 
checking  and  ticking  off  of  entries  should  be  regarded  as 
something  entirely  different  from  the  more  mechanical 
operation  of  making  the  entries,  but  the  distinction  has 
apparently  been  made  in  the  Capetown  Courts,  and  it 
seems  not  unlikely  that  a  similar  decision  would  be 
observed  in  this  country. 


.The  Star  Life  ^^®  sixty-third  annual  meeting  of  the 
Aiiarance  Star  Life  Assurance  Society  was  held 
■^***y*  on  the  6th  inst.,  when  a  very  satis- 
factory position  of  affairs  was  recorded.  The  new 
premium  income  for  the  year  was  ;f 25,631,  against 
;f 24,793  in  1905,  interest  earnings  averaged  £i  15s.  iid. 
per  cent.,  against  ;f3  14s.  4d.,  while  the  mortality 
experienced  in  1906  was  but  76-5  per  cent,  of  the 
expectancy,  and  expenses  had  been  reduced  to 
i3'62  per  cent,  of  the  premium  income. 


Mr.  Jaetlce        ^^'  J^8*ice  Darling  made  a  statement 

Darling  a  short  time  since  which  is  of  interest 

and  Jurori.       x      n     «_  1 

to  all  who  may  be  summoned  to  serve 

upon  a  jury.     His  Lordship  stated  that  when  a  man 

had  been  summoned  to  serve  on  a  jury  within  a  period 

of  time  during  which  he  had  been  previously  excused 

from  serving  by  the  Judge,  the  Sheriffs  were  not  to 

blame,  as  they  have  no  knowledge  of  the  exemptions 

issued  by  the  officers  of  the  Court  in  consequence  of 

the  instructions  of  the  Judges.    The  proper  course  for 

jurors    who    are    summoned     within    a   period    over 

which  they  are  granted   exemption   is,  his  Lordship 


said,  to  send  that  summons,  together  with  the 
exemption  certificate,  to  the  Associate  of  the  Court, 
and  on  receipt  of  the  exemption  certificate  they  would 
not  be  required  to  serve.  It  is  no  doubt  satisfactory  to 
know  that  in  such  cases  the  exemption  of  the  Court 
may  be  made  practically  effective,  but  if  more  business- 
like systems  obtained  it  should  not  be  difficult  to  notify 

,  the  Sheriff  of  all  exemptions  granted  from  time  to  time. 
They  are  certainly  not  so  numerous  that  the  additional 

,  work  involved  would  be  serious. 


Dividendi  Paid 
in  Shares. 


A  question  of  some  interest  is  raised 
by  the  letter  signed  "Beta,**  which 
appeared  under  the  above  heading  in  our  Correspon- 
dence columns  last  week.  Shortly  stated,  his  query  is 
whether,  if  a  shareholder  receives  a  dividend  from 
a  company  and  returns  the  endorsed  dividend-warrant 
or  cheque  to  that  company  as  payment  on  calls  due,  it 
may  be  said  that  those  calls  have  actually  been  paid  in 
cash.  Our  impression  is  that  there  has  been  no  such 
payment,  for  no  cash  seems  to  have  passed  between  the 
parties.  To  make  the  transaction  really  safe  it  would 
unquestionably  be  better  for  the  various  shareholders 
to  pay  their  respective  dividend-warrants  into  their 
own  banks,  and  to  pay  their  calls  by  their  own  cheques. 
The  transaction  would  thus  be  effective  and  binding, 
even  although  the  cheques  were  actually  exchanged  for 
each  other. 


Sorrenderi        ^°      "^^P^y      *°      ^""^      correspondent 

of  Sharei  and     "  Dubious,"    whose    letter    appeared 

DiTiiible  Prolltiu   ^^^  ^^^^^  jj  appears  to  us  that,  the 

agreed  purchase  consideration  having  been  reduced  by 
two  thousand  pounds,  it  is  open  to  the  directors  to 
apply  that  sum  in  writing  down  the  capital  assets  of  the 
company  in  such  proportions  as  they  may  think  fit.  If 
the  company  has  made  a  clear  profit  on  its  trading, 
and  its  articles  of  association  so  permit,  it  would 
seem  that  a  dividend  might  be  legally  paid  out  of 
those  current  profits.  The  question  is,  however,  clearly 
one  for  counsel  to  advise  upon  before  directors  could 
act  with  safety. 


Gat  Companlee:  '^^^  letter  signed  "Articled  Clerk," 
Capital Y.Revenae.  in  our  last  issue,  appears  to  have 
been  written  under  a  misunderstanding  of  the 
position.  If  a  gas  or  water  company  lays  down  new 
mains,  the  cost  thereof  is  normally  capital  expenditure. 
If  the  company,  acting  within  its  statutory  powers. 
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makes  a  charge  for  laying  down  such  mains,  only  the 
excess  of  the  actual  cost  incurred  over  the  charge  could 
be  capitalised.  If,  on  the  other  hand,  the  charge  made 
to  the  consumer  exceeds  the  cost  of  laying  down  the 
mains — in  itself  a  most  unlikely  event — the  transaction 
becomes  for  all  practical  purposes  a  mere  trading 
transaction  in  the  supply  of  fittings,  the  profit  on  which 
may  be  credited  to  Revenue.  Obviously,  however,  it 
would  be  improper  to  debit  the  expenditure  to  Capital 
and  to  credit  the  gross  charge  to  Revenue. 


Jndloial  Changes. 


The  vacancy  in  the  Court  of  Appeal 


created  by  the  advancement  of  Lord 
Justice  Cozen- Hardy  has  been  filled  by  the  promotion 
of  Mr.  Justice  Kennedy,  who  has  sat  as  a  Judge  in  the 
King's  Bench  Division  since  his  elevation  to  the  Bench 
in  the  days  of  the  last  Liberal  administration.  There 
is  nothing  in  the  appointment  to  cause  much  excite- 
ment or  enthusiasm,  but  we  observe  that  one  of  our 
legal  contemporaries  appears  to  think  that  his  Lordship 
will  be  a  greater  success  in  the  Court  of  Appeal,  as  "  he 
recovers  confidence  when  he  can  share  responsibility." 
Whether,  however,  the  Court  of  Appeal  can  be  said  to 
be  strengthened  by  exchanging  Lord  Justice  Kennedy 
for  the  late  Master  of  the  Rolls  is  perhaps  another  ques- 
tion. The  appointment  of  Mr.  William  Pickford,  K.C.,  as 
Mr.  Justice  Kennedy's  successor  is,  however,  welcomed 
on  all  hands.  Mr.  Justice  Pickford  has  occupied  a 
foremost  post  at  the  Bar  as  a  commercial  lawyer,  has 
been  Recorder  of  Liverpool  since  1904,  and  has  acted 
as  a  Commissioner  of  Assize.  The  appointment  has 
the  farther  advantage  of  being  entirely  non-political. 


Unlfomi  Hospital  Our  readers  will  be  interested  with  the 
AeMUBts.  explanation  given  by  Mr.  John  G. 
Griffiths,  F.C.A.,  in  our  last  issue,  as  to  the  reasons  that 
induced  him  to  retain  in  the  Uniform  Hospital  Accounts 
a  form  of  Income  and  Expenditure  Account  with  the 
sides  transposed.  Apart,  however,  from  questions  of 
technicality  or  form,  we  may  point  out  that  there  is  a 
practical  objection  to  an  Income  and  Expenditure 
Acconnt  showing  the  income  upon  the  debit  and  the 
expenditure  upon  the  credit  side,  in  that  such  an 
account  would  be  liable  to  be  confused  with  a 
Summarised  Cash  Statement,  or  Account  of  Receipts 
and  Payments,  which  should  be  framed  upon  these 
lines.  Doubtless  the  incorrect  form  was  first  used  by 
hospitals  because  they  knew  no  better.  Now  that  they 
are  giving  sufficient  attention  to  the  matter  to  seek  the 


services  of  professional  accountants,  it  seems  unfortu- 
nate that  the  opportunity  should  not  have  been  taken 
of  correcting  an  error  which  is  analagous  to,  and  just 
as  bad  as,  an  unnecessary  mistake  in  grammar. 


The  idsnttfloatioD  Although  Mr.  Justice  Lawrence 
of  Inscribed  reserved  judgment  in  the  action 
Stockholdsn.  brought  by  the  Bank  of  England 
against  Mr.  William  Spurgeon  Cutler,  a  member  of  the 
London  Stock  Exchange,  the  point  at  issue  should  be 
noted,  as  it 'is  somewhat  unusual,  raising  as  it  does  the 
question  of  a  stockholder's  liability  in  the  event  of  a 
forged  transfer.  The  facts,  briefly,  were :  A.  was  the 
holder  of  certain  India  Three-and-a-half  per  Cent. 
Stock,  and  was  at  the  time  of  the  transfer  personated 
by  B.  C.  identified  B.  as  A.,  and  the  stock  was  trans- 
ferred. Action  against  C.  to  recover  cost  of  replacing 
stock  in  name  of  A.  The  Bank  did  not  allege  negli- 
gence, or  that  the  defendant  did  not  believe  that  the 
person  applying  to  transfer  was  the  true  holder  of  the 
stock.  The  full  report  should  be  studied  with  care,  and 
the  judgment  will  be  awaited  with  the  greatest  interest 
by  all  business  men. 


-   At  the  annual  meeting,  which  extended 
Assooi&ttoB  of 
Chambers  of     over  three  days  of  last  week,  under  the 

Commeroe.  presidency  of  Sir  William  H.  Holland, 
many  of  the  resolutions  were  of  more  than  ordinary 
interest.  Mr.  Lee's  resolution,  to  the  effect  that  the 
"  constant  and  violent  fluctuations "  in  the  Bank  Rate 
were  injurious  to  trade  and  commerce,  and  when  con- 
trasted with  the  stability  of  the  rate  charged  by  tlje 
Bank  of  France  pointed  to  the  urgent  necessity  for 
reform  of  our  financial  system,  was  carried  with 
the  reference  to  the  Bank  of  France  omitted  and  the 
substitution  of  the  word  "  frequent "  for  "  constant  and 
violent"  before  "fluctuations."  Sir  Albert  Rollit 
urged  the  Government  to  introduce  early  legislation  on 
the  lines  of  the  main  recommendations  of  the  recent 
Departmental  Committee,  and  it  was  mentioned  that 
the  Government  intended  to  bring  in  a  Bill  in  substantial 
agreement  with  the  Committee's  report.  Lord  Avebury's 
Debenture  Bill  was  approved,  and  the  passing  of  the 
Registration  of  Firms  Bill  and  the  Limited  Partnerships 
Bill  recommended.  A  formal  resolution  on  bankruptcy 
reform  was  carried,  and  the  subject  of  national 
insurance  on  German  lines  approved.  A  resolution 
regretting  that  the  recommendations  of  the  Income  Tax 
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Committee  regarding  a  uniform  allowance  for  depreda- 
tion on  plant  and  machinery,  and  some  allowance  for 
depreciation  on  buildings,  had  not  been  adopted  by  the 
Government  was  declared  carried,  although  an  amend- 
ment to  omit  the  reference  to  the  uniform  rate  as  being 
unworkable  was  put  to  the  meeting. 


'•FatarM"  It  is  reported  that  the  Leicester 
to  be  Barred.  Chamber  of  Commerce  seeks  to  make 
dealings  in  time  bargains  in  raw  materials  penal  on  the 
ground  that  such  contracts  are  against  public  policy. 
The  Government  is  called  upon  to  support  any  pro- 
posal, either  national  or  international,  having  this 
object  in  view.  It  may  be  remembered  that  in  the 
United  States,  as  The  Solicitors*  Journal  points  out, 
speculative  transactions  of  this  class  have  been  many 
times  before  the  Courts,  and  the  distinction  separating 
legal  from  illegal  contracts  seems  to  be  the  question  as 
to  whether  it  was  intended  that  the  goods  should 
actually  pass.  Contracts  for  the  mere  settling  of  differ- 
ences are  not  only  void,  but  have  been  severely 
censured,  "  because  they  tend  to  unsettle  the  natural 
"  course  of  trade  and  tempt  the  parties  to  them  to  work 
"  for  a  rise  or  fall  in  the  prices  of  the  commodities  on 
"  which  their  wagers  are  laid  without  regard  to  actual 
"  values.  .  .  .*'  It  will  be  noted  that  the  Leicester 
Chamber  aims  at  making  the  participation  in  such 
contracts  a  criminal  offence. 


Lord  AveboFy'i    '^^  ^^^^  introduced  into  the  House  of 
Debenture        Lords  by  Lord  Avebury  has  now  been 
Reform  BllL  li*  .    j*  i  i 

pubushed,    and    contams    only    four 

classes  which  need  be  mentioned.  Perpetual  and  irre- 
deemable provisions  are  to  be  valid ;  debentures 
paid  off,  redeemed,  or  otherwise  acquired,  may  be 
reissued  to  rank  pari  passu  with  their  class ;  and  a  con- 
tract to  subscribe  for  debentures  or  debenture  stock  is 
to  be  specifically  enforceable.  Rather  sweeping  changes, 
but  not  of  a  very  controversial  character,  with  the 
exception  of  the  reissue  provision,  about  which  much 
might  be  said.  The  fate  of  the  measure  will  doubtless 
be  watched  with  anxiety  coupled  with  great  interest. 


Aoeamolations  of  Apropos  of  a  paragraph  in  our  issue  of 
*•"*»*"<■•        26th  January,  mentioning  the  accumu- 
lation of  a  sum  of  jf  1,500  odd  in  1905,  from  the  with- 
'"'olding  of  fractions  of  a  penny  in  paying  Government 


dividends,  a  correspondent  thinks  it  may  interest  some 
of  our  readers  to  know  of  a  more  striking  illustration, 
which  he  gives — viz.,  that  the  Act  45  &  46  Victoria, 
Chap.  72  (1882)  was  passed  to  adjust  the  accumulation 
of  fractions  of  a  penny,  retained  by  the  Bank  of 
England  from  payments  of  interest  of  the  National 
Debt  by  paying  back  to  Exchequer  ;f  143,272  iis.  2d. 
This  was  as  at  31st  March  1882.  It  might  be  an  interest- 
ing topic  for  research  by  some  budding  statistician  to 
discover  the  amount  of  these  "  crumbs  from  the  rich 
man*s  table"  embraced  in  the  interval  of  nearly  a 
quarter  of  a  century  since. 


Preminm 
Bonds. 


In  the  first  of  a  series  of  articles  on 
the  "  Dangers  of  '  Premium  Bonds,* " 
Mr.  J.  H.  Loewe,  F.C.I.S.,  in  The  Financial  News, 
has  some  very  interesting  observations  to  make.  It  is 
pointed  out,  in  the  first  place,  that  the  bond,  as  its 
name  implies,  is  the  promise  of  a  Government  or 
municipality  to  repay  a  fully-guaranteed  loan  within  a 
maximum  period  of  time  in  a  certain  manner,  and  that 
so  long  as  the  Government  or  municipality  is  financially 
sound,  it  is  on  a  par  with  "  any  other  bond  issued  in 
England  or  elsewhere."  Dealing  with  the  lottery 
question,  it  is  stated  that  the  point  as  to  legality  arises 
out  of  the  form  of  its  redemption,  for  where  there  is  a 
certainty  of  the  stakes  being  irretrievably  lost  if  the 
number  be  not  drawn,  the  Lottery  Act  applies  in  this 
country.  Passing,  then,  to  the  manner  in  which  a 
premium  bond  business  is  often  conducted,  Mr.  Loewe 
remarks  that  these  bonds  are  quoted  on  every 
bourse,  and  every  foreign  or  up-to-date  English 
banker  will  carry  out  transactions  in  them.  But  where 
bonds  are  sold  singly,  or  in  batches,  on  the  instalment 
system  it  is  said  to  be  essential  that  the  conditions 
should  be  equitable.  Among  the  objectionable  practices 
of  unscrupulous  bond-mongers  first  place  is  given  to 
the  withholding  of  information  which,  if  disclosed  to 
the  investor,  may  have  influenced  his  decision.  An 
instance  of  this  is  given  in  the  case  of  an  investment  in 
5  per  cent.  Suez  Canal  bonds,  which  are  often  stated 
to  yield  the  investor  a  return  of  5  per  cent,  in  coupons 
of  £1  each.  This  fact,  together  with  the  chance  of  the 
bond  being  redeemed  at  a  premium  of  many  thousands 
of  pounds,  usually  decides  the  matter  at  once.  But 
the  unfortunate  investor  subsequently  discovers  that 
although  the  coupons  for  £1  each  are  duly  attached  to 
each  ;£'20  bond,  the  insurance  premium,  which,  for  his 
own  protection,  "he  is  compelled  to  pay,"  so  as  to 
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cover  the  possibility  of  the  bond  being  drawn  at  a 
figure  below  the  market  price,  is  so  heavy  that  the 
yield  on  the  bonds  is  reduced  to  2I  per  cent.  The 
next  objectionable  practice  mentioned  is  that  of 
recommending  worthless  or  doubtful  bonds.  The  full 
plans  of  the  redemption  are  set  out,  and  the  muni- 
cipality is  described  in  glowing  colours,  but  it  is  not 
stated  that  difficulties  have  existed  in  the  past  in  the 
way  of  meeting  its  redemption  liabilities,  and  that, 
therefore,  its  bonds  are  anything  but  reliable.  Another 
trick  is  the  inclusion  of  valueless  bonds  in  combina- 
tions, increasing  the  number  of  chances  at  the  expense  of 
quality,  and  as  the  speculator  usually  has  eyes  only  for 
the  chances,  it  succeeds.  Perhaps  one  of  the  worst  cases, 
however,  is  the  sale  of  vouchers  or  certificates  instead 
of  the  bond  itself.  If  the  number  be  drawn,  the  bond 
is  not  forthcoming,  and  so  on.  It  does  not  need  a 
very  powerful  imagination  to  discover  the  possibilities 
in  this  direction.  The  future  articles,  if  Mr.  Loewe 
keeps  up  his  standard,  should  be  equally  interesting 
and  instructive. 


(^orte^pon^ence  an^  £nauftie9. 


All  commanlcations  to  the  Editor  should  be 
by  letter  only. 


IW£  ar€  at  all  times  ready  to  insert  correspondence  on 
muUters  of  interest  to  the  Profession,  but  we  do  not  of  coursi 
hold  ourselves  in  any  way  responsible  for  the  opinions 
exfressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon;  a$id  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents,  not  necessarily  for 
^mblication,  but  as  a  guarantee  of  good  faith.} 


Gordon  v.  London  City  and  Midland  Bank. 

[This  case  is  reported  in  1903  Times  Law  Reports, 
VoL  XVI.,  p.  462. — Our  Legal  Contributor.] 


Etiquette. 

(To  the  Editor  of  The  Accountant,) 

Sir, — Can  there  be  any  doubt  among  us  as  to  the 
absolnte  impartiality  and  evident  fairness  of  your 
foot-note  in  last  issue?     One  would  be  even  more 


disposed  to  call  it  a  question  of  ethics.  And  very 
likely  some  would  find  a  third  designation — dependent, 
however,  no  doubt,  on  latitude  and  longitude. 

May  I  add  a  brief  quotation,  "Wisely  and  slow; 
they  stumble  that  run  fast." 

Some  of  our  honoured  seniors  have  not  withheld 
their  valuable  counsel  justifying  the  close  of  my  last 
sentence. 

Yours  faithfully, 

DECIMAL. 


A  Qold  Reserve  Scheme. 

(To  the  Editor  of  The  Accountant,) 
Sir, — I  am  not  the  author  of  the  communication  to 
The  Financial  News  referred  to  and  quoted  under  this 
head  in  your  Weekly  Notes  of  the  9th  inst. 

Yours  truly, 

A.  H.  GIBSON,  F.C.A, 

Birmingham,  March  nth  1907. 


*•  One-Man"   Company. 

(To  the  Editor  of  The  Accountant.) 
Sir, — The  share  capital  of  a  company  is  found  by 
the  wife  of  the  managing  director — 1,000  £1  shares 
(less,  of  course,  six  others  at  ;£'i),  to  bear  interest  at 
the  rate  of  6  per  cent,  per  annum,  any  profit  beyond 
this  is  arranged  for.  The  point  I  wish  to  have  other 
opinion  about  is  this  :  The  first  year  just  ended  shows 
a  loss  on  trading ;  my  contention  is,  that  the  interest, 
which  is  really  in  the  nature  of  a  dividend,  cannot  be 
paid,  as  this  would  amount  to  paying  dividend  out  of 
capital. 

There  is  also  a  loan  to  the  company  from  the  same 
source,  not  secured  in  any  way ;  this  will  have  to  be 
treated  as  an  ordinary  creditor  of  the  company,  but 
how  entered  in  the  books  ? 


Thanking  you  in  anticipation, 


March  nth  1907. 


Yours  faithfully, 

E.  J.  D. 


[No  dividend  can  be  paid  on  shares,  except  out  of 
profits.  The  loan  should  be  shown  on  a  separate 
account  in  the  name  of  the  lender.  Interest  is  payable 
on  the  loan  irrespective  of  profits.— Ed.  Acct,] 
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Deeds  of  Arrangement. 

{To  the  Editor  of  The  Accountant.) 
Sir, — In  reply  to  "  Dubious,"  the  following  deal  with 
the  point  be  raises. 

Robson  (Private  Arrangements  with  Creditors,  p.  38) 
says :  **  It  has  been  held  that  when  the  debtor  can  no 
"  longer  derive  the  benefit  contemplated  by  the  arrange- 
**  ment,  the  time  for  accession  has  gone  by,  as  where 
"  the  period  for  acceptance  was  closed  by  the  death  of 
"  the  debtor."    Lane  v.  Husband  (14  Sim.  656). 

Wetherfield  (The  Law  as  to  Private  Arrangements, 
p.  19)  says :  **  In  some  cases  the  creditors  have  a  practical 
"  advantage  over  the  debtor,  for,  while  the  latter  must 
"  be  bound  by  his  deed  as  soon  as  he  executes  it,  the 
"  former  can  stand  by  and  remain  passive,  and,  unless 
"  the  debtor  dies,  or  becomes  bankrupt,  or  the  limited 
"  time  expires,  they  can  come  in  afterwards  and  assent." 

Winslow  (Private  Arrangements  between  Debtors  and 
Creditors,  p.  24)  writes  of  the  dicta  "  which  lay  down 
"  the  proposition  that  the  death  of  the  debtor  absolutely 
"  determines  the  period  within  which  the  creditors  may 
"  come  in,"  but  submits  "  that  where  the  debtor  dies 
"  before  the  expiration  of  the  time  limited  for  assents, 
"  the  creditors  would  still  have  a  right  to  come  in 
"  within  that  time,  and  possibly  the  Court  might  allow 
"  others  to  come  in  afterwards,  who,  under  special 
"  circumstances,  were  unable  to  do  so  within  the  period 
"  so  limited." 

I  do  not  know  of  any  case  or  competent  opinion  to 
the  contrary,  but  if  your  correspondent  does,  I  shall  be 
obliged  for  a  reference  to  it. 

Yours  obediently, 

10th  March  1907.  DAVID  P.  DAVIES. 


Fluctuations  and  Profits. 

{.To  the  Editor  of  The  Accountant.) 
Sir, — With  reference  to  Mr.  F.  G.  Burton's  paper  on 
the  "Appreciation  of  Municipal  Assets,"  read  before 
the  Manchester  Statistical  Society — out  of  which  this 
question  has  arisen — there  is  one  matter  referred  to 
therein  to  which  I  desire  to  call  attention.  Mr.  Burton 
states :  "  I  have  selected  the  city  of  Manchester 
"  accounts  for  example,  not  out  of  any  desire  to 
"  disparage  Manchester  finance,  but  because  it  is 
"  convenient  to  have  concrete  figures  to  deal  with. 
**  The  arguments  will  apply  to  any  local  administration 
'in    the   country."      I    am  not  aware  of  any  other 


municipality  in  England  who  have  adopted  the  method 
of  the  Manchester  City  Council  with  regard  to  the 
appreciation  of  their  assets.  Perhaps  Mr.  Burton  can 
cite  others,  but  I  scarcely  think  it  likely. 

I  quite  agree  with  what  Mr.  Burton  says,  that  to 
treat  the  accounts  in  this  way  does  amount  to 
"juggling  "  with  the  Corporation  Balance  Sheet,  and  it 
is  a  matter  for  astonishment  that  the  Local 
Government  Board  have  not  raised  objection  thereto 
before  this. 

Mr.  Burton  is  wrong,  however,  in  asserting  that  the 
arguments  he  has  used  in  connection  with  the  city  of 
Manchester  accounts  will  apply  to  any  local  administra- 
tion in  the  country,  and  I  hope  he  will  take  an  early 
opportunity  of  qualifying  his  statement  to  that  effect. 

Yours  truly, 

F.  S.  ECKERSLEY. 

St,  Annes-on-the-Sea,  4th  March  1907. 

[The  arguments  would  apply  to  any  local  authority 
when  the  same  facts  obtained ;  but,  as  we  have  already 
stated,  we  are  not  aware  of  any  other  authority  that 
adopts  the  Manchester  system. — Ed.  Acct.\ 


Computation  of  Commission. 

(To  the  Editor  of  The  Accountant,) 

Sir,— I  shall  be  glad  if  you  will  insert  the  following 
in  the  Correspondence  columns  of  your  valuable  paper, 
being  a  matter  that  has  come  to  my  notice,  and  upon 
which  I  shall  be  glad  to  hear  some  expression  of 
opinion  from  the  profession. 

A  trading  company  engaged  a  manager  upon  an 
agreement,  the  terms  of  which  contained  inter  alia 
that  he  should  be  paid  a  fixed  salary  of  ;f30o  per 
annum,  and  receive  in  addition  at  the  end  of  each 
financial  year  a  commission  of  10  per  cent,  upon  the 
net  profits. . 

At  the  end  of  the  first  year  a  dispute  arises  between 
the  manager  and  the  directors  as  to  what  are  the  net 
profits.  The  manager  demanding  his  commission  of 
10  per  cent,  upon  the  net  profits,  after  his  services  in 
the  Profit  and  Loss  Account  have  been  charged  jfaoo, 
while  the  directors  maintain  that  not  only  his  salary  of 
;f  300,  but  also  his  10  per  cent,  commission  is  to  be 
charged  in  Profit  and  Loss  Account  in  order  to  arrive 
at  the  net  profit. 

Assuming  the  profit  before  charging  the  commission 
is  ;£'i)0oo,  the  manager  is  contending  that  jfioo  is  due 
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to  him,  while  the  directors  contend  that  the  real  net 
profit  is  ;£'909/];,  and  the  commission  due  to  the 
manager  lo  per  cent,  upon  this,  viz.,  ;£'90^. 

Is  the  position  taken  up  by  the  directors  tenable  ? 

Yours  aithfully, 
9/A  March  1907.  EAST  ANGLIAN. 

[We  cannot  answer  this  question  without  knowing 
the  exact  wording  of  the  agreement :  probably,  how- 
ever, jf  100  is  the  amount  payable. — Ed.  Acct,] 


Re  Cost  Accounts. 

{Tc  ike  Editor  of  The  Accountant,) 
Sir, — After  reading  the  paper  contributed  by  Mr.  W. 
Jenkinson,  A.C.A.  (Sheffield),  published  in  your  last 
week's  issue,  may  I  inquire  if  I  have  hitherto  dealt 
inaccurately. 

My  method  has  been,  eg, — 

Prime  cost,  Materials £^00    o    o 

Wages 100    o    o 


Shop  Oncost,  50  per  cent,  on 
Wages 

Shop  cost 
Office  Oncost,  10  per  cent,  on 
Shop  cost       


These  figures  show  an  appreciable  difference,  and  I 
shall  be  glad  of  the  favour  of  your  reply. 

Thanking  yon. 

Yours  truly, 

12th  March  1907.  MULTUM  IN  PARVO. 


400    0 

0 

100    0 

0 

500    0 

0 

55  II 

li 

;i'555  II 

H 

Income  Tax  not  Deducted  from  Rent. 

(r#  thi  Editor  of  Tht  Accountant,) 
Sir, — In  going  through  the  accounts  of  a  drapery 
firm  last  week,  I  find  that  during  their  occupancy  of 
the  premises  (a  matter  of  close  on  thirty  years)  they 
have  not  claimed  repayment  of  Schedule  A.  Property 
Tax  from  the  landlord.  I  paid  the  last  quarter's  rent, 
and  claimed  six  years'  property  tax;  the  landlord  at 
first  refused  to  allow  any  whatever,  and  at  last  agreed 
to  allow  the  current  year's  tax  only,  although  I  am  of 
opinion  that,  within  the  last  two  years,  a  case  has  been 
decided  in  favour  of  the  tenant  where  the  matter  had 
been  overlooked. 


I  should  be  obliged  for  your  view  as  to  the  limit,  my 
contention  being  that  the  tenant  pays  this  tax  *'  as  and 
for  the  account  of  the  landlord." 

Thanking  you  in  anticipation. 


i2lh  March  1907. 


Yours  faithfully, 

T.  P.  S. 


Oas  Companies :  Capital  v.  Revenue. 

(To  the  Editor  of  The  Accountant,) 
Sir, — The  payment  to  a  gas  company,  by  a  consumer, 
of  the  part  or  whole  cost  of  laying  mains  to  his 
property,  where  the  cost  of  such  mains  has  been 
capital  outlay,  should  not  be  credited  to  Profit  and  Loss 
Account, 

The  principle  involved  is  that  every  unit  of  capital 
expenditure  should  yield  an  equitable  return  of  revenue 
so  long  as  it  continues  to  be  shown  as  an  asset. 

Upon  this  principle,  where  a  gas  main  supplies  a 
community,  the  capital  cost  is,  through  the  price 
charged  for  the  gas,  made  common  to  all  the  consumers, 
and  each  pays  his  quota  in  return. 

Where,  however,  an  isolated  individual  requires  a 
considerable  length  of  main  specially  for  his  own 
benefit  he  must  indemnify  the  company,  and  such 
indemnity  must  be  set  off  against  the  amount  sunk^  and 
should  not  be  distributed  as  a  part  of  dividend. 

"  Articled  Clerk  "  will  readily  see  that  if  the  amount 
be  paid  out  as  profit  it  will  unduly  benefit  the  present 
shareholders,  while  the  capitalised  cost  will  remain, 
yielding  no  equitable  return  for  future  shareholders. 

Yours  faithfully, 

12th  March  1907.  N.  N. 


Cost  Hccounts  for  Small  Aanufactutets. 


By  M.  Webster  Jenkinson,  Chartered  Accountant. 
(Sheffield), 


(Continued  from  p,  326.) 
This  Shop  Order  is  so  ruled  as  to  indicate  the  progress 
of  the  job  through  the  shops,  full  particulars  of  each 
process  being  entered  down  the  left-hand  side  on  the  issue 
of  the  order  and  any  diagram  or  sketch  shown  in  the  space 
provided. 

The  foreman  in  each  shop  then  fills  in  the  date  delivered 
and  how  dealt  with — that  is  to  say,  whether  handed  on  to 
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another  department  or  sent  in  to  the  Finished  Stock  Ware- 
house. On  the  reverse  side  of  the  Shop  Order  is  shown 
the  various  letters  which  designate  the  different  processes  ; 
also  a  memorandum  of  the  materials  used,  to  serve  as  a 
check  on  the  storekeeper,  and  particulars  of  how  the  goods 
have  been  disposed  of. 

For  stock  orders  a  differently  coloured  Shop  Order  is 
used,  to  avoid  mistakes,  and  also  so  that  the  foremen  may 
know  that  such  orders  may  be  put  aside  if  the  men  are  too 
busy  to  complete  all. 

The  m»aterials  used  will  be  dealt  with  as  previously 
explained,  although  it  may  again  be  mentioned  how 
desirable  it  is  that  proper  Stock  Accounts  be  kept. 

The  most  convenient  method  in  this  case  is  to  enter  up 
the  materials  used  on  each  order  in  a  Materials  Abstract 
Book^  a  ruling  of  which  was  given  on  p.  321. 

Before  discussing  the  method  of  recording  the  cost  of 
labour  it  may  be  useful  to  explain  that  it  is  customary  for 
a  list  to  be  kept  showing  the  rate  paid  to  each  class  of 
workmen  for  the  various  processes,  such  prices  having 
been  previously  arranged. 

Strictly  speaking,  the  men  should  only  be  paid  on  com- 
pletion of  the  order,  but  as  they  may  be  engaged  on  several 
at  one  time,  and  perhaps  have  to  put  some  on  one  side 
when  urgent  orders  have  to  be  got  out,  it  necessarily 
follows  that  they  are  constantly  drawing  money  on 
account. 

Most  of  the  men  are  "little  gaffers,"  who  themselves 


employ  men,  and  therefore  the  amount  of  uncompleted 
work  is  often  very  considerable. 

The  men  therefore  record  the  time  worked,  and,  though 
actually  paid  by  piece-work,  they  often  draw  according  to 
the  hours  they  have  put  in. 

Therefore  it  is  most  necessary  for  the  management  to 
know  both  that  the  men  are  not,  to  use  a  technical  expres- 
sion, "getting  into  their  ribs  " — ^that  is  to  say,  not  drawing 
more  money  than  they  are  entitled  to  receive  according  to 
the  work  done — and  also  that  they  are  not  receiving  too 
high  a  price  for  certain  classes  of  work. 

It  is  very  easy  to  say  how  this  can  be  accomplished 
when  sitting  in  a  comfortable  chair  in  a  cosy  office,  with 
pictures  of  a  methodical  workman  carefully  recording  the 
labour  he  has  expended  on  each  order  floating  in  the 
wreaths  of  my  Lady  Nicotine  in  the  smoke-laden  air ;  but 
go  into  the  shops,  see  the  half-finished  articles  lying  in 
heaps  on  the  benches,  hear  the  ribald  pleasantries  of  the 
swarthy  sons  of  toil  when  you  inquire  about  the  progress 
of  an  order,  and  then  be  tempted  to  repeat,  like  Viola  in 
^  Twelfth  Night,"  "  I  can  say  little  more  than  I  have  studied 
and  that  question's  out  of  my  part." 

The  method  here  submitted  for  your  consideration  may, 
however,  assist  you  to  attain  the  object  you  have  in  view. 

Each  workman  will  enter  the  time  spent  on  each  order 
on  a  Time  Sheet  in  the  manner  already  described. 

On  each  order  being  issued  a  Time  Cost  Card,  ruled  as 
follows,  will  be  commenced,  the  Order  No.,  Description, 
and  Quantity  being  entered  thereon. 


Form  16.— 

Our  Order  No 

Description 

Date  Commenced. 


A. — ^TiME  Cost  Card. 
Quantity.. . 


Card  No. 


Date  Finished . 


j    Rate 

Total  Cost 

Average  Cost 

' 

Hours    1      Amount 

Hours 

Amount 

On  Cost  Added     .. 

-•         £         ■          : 

'    £     s    d 

£     s    d 

Smiths          

Turning       

1 

Materials 

..         £         :          : 

Drilling        

Milling         

Materials  Book  Fo.  ... 

Hardening  and  Marking 

Glazing  and  Grinding    . . 

Certified 

Bench  Work         

1 

Works  Manager. 
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Order  No. 


B. — Piece  Work  Summary. 
Hours  Credited,  Week  ending 


Card  No. 


Work- 
man's       Quantity         Rate 
No. 


Amount 


£     s    d 


I 


Total 
Hours 


Datal 
Rate 


Total 
Credited 


I    s    d 


Balance 


£    s    d 


W.  B. 

Fo. 


C. 


Week  ending 

Week  endini 

?. .  . 

No.|No.  No.|No.'No. 

i 

No-|  s.  1  T.  '  D. 

M.     H.    G.     B. 

1  No.  No. 

1 

No. 

No. 

No. 

No. 

S. 

T. 

D. 

M. 

H. 

G.I  B. 

1 

T.            1                , 

T. 

I 

1 
1 

F.  ■  1      1   : 

1 

F. 

1 

1 

s.        '           ,      ■ 

S. 

1 

1 

M. 

' 

M. 

T. 

' 

T. 

'    1 

I 

w.              ^            i 

1      ■ 

' 

W. 



1 

1 

T 

T. 

1 
1 

1 

T. 

1 

1 

i 

F. 

, 

F. 

' 

1 

1 

s.         1 

1 

S. 

1 

M.           1 

1 
1 

M. 

1 

T.            1 

1 

T. 

1 

1 

w.        1 

1 

1 
1        1                i        .        .        .        , 

W. 

1 

1 

1 

1 

1 

These  Time  Cost  Cards  should  be  printed  on  stouit  card-  , 
board  with  a  linen  hinge,  and  of  such  a  size  that  they  will  | 
conveniently  fit  into  a  cabinet. 

Each  day  tbe  cost  clerk  enters  the  time  spent  by  each  ; 
workman  in  the  part  marked  "  C,"  so  that  at  the  end  of  the 
week  the  total  time  spent  by  each  man  on  the  order  can  be  | 
ascertained.  The  time  is  then  analysed  in  the  columns  . 
provided,  headed  with  the  letters  which  designate  Hie  , 
process.  | 


When  the  Shop  Order  was  issued  the  No.  of  the  work- 
man, the  Quantity,  the  Rate,  axKl  the  total  amount 
payable  would  be  entered  on  part  "B,"  and  each  week 
the  time  spent  by  each  workman  is  here  credited  to  him. 

For  this  work  he  is  paid  at  a  certain  rate  per  hour  until 
the  process  is  completed,  when  the  total  amount  he  has 
received  is  entered,  together  with  the  balance  due  to  him. 

On  completion  of  the  job  the  particulars  on  the  front 
part  of  the  Time  Cost  Card  (marked  "A")  are  filled  in,  so 
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that  the  management  can  in  a  moment  refer  to  the  card, 
and  trace  the  whole  history  of  the  job,  and  also  compare 
the  average  cost  of  the  process  on  one  class  of  goods  with 
that  on  another. 

The  Time  Cost  Cards  for  completed  jobs  are  filed  awaj, 
so  that  the  cost  clerk  has  only  to  handle  live  cards. 


Cards  of  a  different  colour  are  used  for  stock  orders  to 
avoid  confusion. 

If  the  order  occupies  more  than  four  weeks  an  inset  can 
be  gummed  in  to  provide  more  space  in  the  part  marked 
"C." 

The  Wages  Book  is  ruled  as  follows:  — 


Form   17.-' 


Wages   Book. 


Week  ending 190 . 


Name 


Amount  due  for  Piece 
Work  Credit  Balances 


Occupation ' 


Order  Nos 


y.7^'4. 


Total 

Credit 

Balances 


Time  on  Work  in 
Progress 


Order  Nos. 


i    s    d 


I 


Deductions 


Amount 


i    s    d 


Piece 

Work 

Debit 

Balances 


Other 
Deduc- 
tions 


Total 

Amount 

Paid 


£    s    d      £    s    d 


i    s    d 


At  the  end  of  each  week  the  cost  clerk  goes  through  the 
Time  Cost  Cards,  and  enters  in  the  Wages  Book  the  amount 
due  to  each  man  for  completed  work  and  the  hours 
worked  on  unfinished  jobs.  The  works  foreman  will  look 
over  the  Time  on  Work  in  Progress,  and  point  out  any 
jobs  on  which  no  further  time  is  to  be  credited  until  the 
work  is  completed.  The  hours  worked  are  then  calculated 
at  the  rate  fixed  for  each  man,  and  the  total  extended  ;  the 


amount  due  for  piece-work  credit  balances  is  added  to 
this  amount,  any  debit  balances  for  work  that  may  have 
been  overpaid,  and  other  deductions,  such  as  hospital, 
subtracted,  the  balance  being  the  net  amount  payable. 
Completed  Work  Summary, 
When  each  order  is  completed  the  particulars  shown  on 
the  front  part  of  the  Time  Cost  Card  are  entered  in  the 
Completed  Work  Summary. 


Form  18.— 

Completed  Work  Summary. 

6 

i 

S 

c 

1 

.1 
1 

If. 
1-8  i< 

.1,1 

0   5 

II 

Total 

Materials 

Oncost 
Added 

i    s    d 

£    s   d 

£    s  d 

£    s  d 

£    s   d 

i     s    d 

£    s   d 

£     8    d 

£    s   d 

£    s    d 

£     s    d 

£     s    d 

The  materials  used,  as  shown  in  the  Materials  Summary, 
and  the  oncost,  are  added,  thus  showing  the  actual  cost 
of  each  order. 

Separate  pages  are  used  for  Goods  for  Stock,  Repairs, 
Unchargeable  Time,  &c.,  so  that  the  total  cost  under  each 
of  thers  heads  can  be  ascertained. 


Finished  Stock, 
A  Stock  Debit  Note  is  sent  with  all  finished  stock  into 
the  warehouse  and  entered  in  a  Stock  Inwards  and  Out- 
wards Book,  which  also  records  the  goods  sent  out  of  the 
Finished  Stock  Warehouse,  for  which  a  Stock  Requisition 
Note  will  be  received. 
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Form  1 9* 


Finished  Stock  Inwards  and  Outwards  Book. 
Stock  Rbcbivbd.  Stock  Issued. 


0ate    at 


6= 


Description 


Quantity 


No. 


Weight 


T.cq.lb. 


Amount 


£    s    d 


Form  ao.— 


No. 


Description. 


Finished  Stock  Card. 


Size. 


Maximum. 
Minimum . 


Issued 

Received 

Issued 

Date 

No. 

Weight 

Date 

No. 

Weight 

Order 
No. 

Date 

No.        Weight 

Date     1 

No. 

Weight 

Order 
No. 

T.  c.  q.  lb. 

T.  c.  q.  lb. 

1 

T.  c.  q.  lb. 

1 

1 

1 

T.  c.  q.  lb. 

The  Card  System  of  recording  the  stock  in  the  Finished 
Stock  Warehouse  can  be  conveniently  adopted,  a  separate 
card  being  used  for  each  class  of  article,  the  posting  being 
made  from  the  Finished  Stock  Inwards  and  Outwards 
Book. 

The  Shop  Orders  form  the  Stock  Record  in  the  Partly 
Finished  Stock  Warehouse,  for  as  each  Shop  Order 
accompanies  the  job  on  its  progress  through  the  works  the 
partly  finished  stock  in  this  warehouse  must  necessarily 
correspond  wiith  the  Shop  Orders  on  the  file. 

Monthly  Returns. 

We  have  now  to  consider  what  results  can  be  obtained 
by  framing  the  Cost  Accounts  on  this  system. 


It  has  been  shown  that  by  adopting  the  form  of  Time 
Cost  Card  (given  on  p.  352)  the  time  spent  by  each  workman 
on  the  various  orders  can  be  ascertained,  thus  ensuring 
that  no  man  is  overpaid  for  work  in  progress,  whilst  at 
the  same  time  the  management  is  able  to  tell  whether 
any  class  of  work  is  paid  for  at  an  excessive  rate  compared 
with  the  time  occupied — ^perhaps  a  small  matter  at  first 
sight,  but  a  most  important  one  to  those  in  control. 

The  cost  of  each  order  can  also  be  ascertained,  together 
with  an  analysis  of  the  labour  employed  on  the  job. 

A  Monthly  Return  is,  however,  required  to  show  the 
progress  of  the  business  and  the  approximate  profit 
earned. 

The  Work  in  Progress  Accounts  are  as  follow :  — 
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Form  ai.— 

Dr, 


Wagbs — ^WoRK  IN  Progress  Account. 


Cr. 


Jan.    I     To  Wa^es  on  Uncompleted  Work  at  this 
date 

31  ;    «  Wages  paid  for  Piece  Work  as  per 
I  Nominal  Ledger 


By  Wages  on  Completed  Work  as  per 
Summary — 

Orders 

Stock 

Repairs 

UnchargeableTime 

&c.    &e. 

•  Wages  paid  on  Work  in  Progress,  as 
per  Time  Cost  Cards 


£      s     d 


Form  aa.— 


Materials — ^Work  in  Progress  Account. 


Cr. 


Jan.    I 
31 


To  Materials  pn   Uncompleted  Work  at 
this  date 

m   Materials  used  as  per  Summary 


Jan.  31 


By  Materials  used  on  Completed   Work 
as  per  Summary — 

Orders 

Stock 

Repairs 

Unchargeable  Work 

&c.    &c. 

•   Materials  used  on  Work  in  Progress  as 
per  Summary 


s     d 


The  Finished  Stock  Account  will  show  the  cost  of  goods  sold  oat  of  the  Finished  Stock  Warehoase.  From  the 
Completed  Work  Summary  Book  can  be  ascertained  the  cost  of  the  materials  used  and  labour  expended  on 
manufactured  goods  sent  into  the  Finished  Stock  Warehouse,  and  to  this  has  to  be  added  any  finished  goods 
purchased,  whilst  the  Stock  Inwards  and  Outwards  Book  shows  the  cost  of  the  goods  issued. 


The  Finished  Stock  Account  is  as  follows  :- 


Form  33.— 

Dr. 


Finished  Stock  Account. 


Cr. 


Jan.    I     To  Stock  on  hand 

31       g  Goods  Purchased         

m  ,    •  Materials  used  on  Finished  Stock  as  per 
Work  in  Progress  Account 

•  :    ,  Wages    do 

m       m  Oncost  Added 


Jan.  31 


By  Cost  of  Goods  Sold  as  per  Stock  Inwards  | 
and  Outwards  Book 

•  Finished  Stock  used  for :~  I 

Repairs 

Loose  Tools 

&c. 

m  Stock  on  hand 
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It  •aly  therefore  remains  to  debit  the  cost  of  Materials, 
Labour,  and  Oncost  on  orders  for  customers,  together 
with  cost  of  Stock  issued  from  Finished  Stock  Warehouse, 
and  to  credit  the  sales  as  shown  in  Sales  Day  Book,  and 
the  Monthly  Return  can  be  prepared  in  the  same  form  as 
that  given  on  p.  325. 

This  system  is  applicable  to  any  concern  manufacturing 
a  laiige  number  of  different  articles,  and  is  particularly 
suited  to  those  cases  where  the  men  are  paid  by  piece-work. 

In  practice  it  is  not  so  complicated  as  it  may  perhaps 
appear  in  theory,  and  can  be  modified  to  suit  the  require- 
ments of  each  undertaking. 

IncomfUU  Systems. 

s 

It  may  happen  that  a  client  will  not  at  the  outset  be  at 
the  trouble  or  expense  of  keeping  a  proper  set  of  Cost 
Books  that  can  be  regularly  balanced  and  incorporated  in 


the  financial  books,  but,  at  the  same  time,  he  may  be 
desirous  of  adopting  a  more  simple  method  of  ascertaining 
the  cost  of  each  job. 

This  can  be  accomplished  by  dispensing  with  the 
Materials  and  Wages  Summary  Books  and  posting  direct 
to  the  Cost  Ledger  from  the  Time  Sheets  and  Requisition 
Notes. 

Of  course,  no  Work  in  Progress  Accounts  can  be  pre- 
pared nor  the  clerical  accuracy  of  the  postings  verified,  but 
as  "  half  a  loaf  is  better  than  no  bread,"  so  half  a  system 
is  better  than  no  system  at  all,  and  once  drive  in  the  thin 
edge  of  the  wedge  and  it  is  possible  eventually  to  institute 
a  complete  set  of  Cost  Books. 

In  order  to  reduce  the  postings  to  the  Cost  Ledger  a 
Wages  Analysis  Book,  ruled  as  follows,  may  be  used,  the 
weekly  totals  of  each  job  being  entered  in  the  Cost  Ledger. 


Form  34. 


Wages  Analysis  Book. 


No.  of 

Name 

Wages  Paid 

Analysis 

Workman 

Job  No. 

Job  No. 

Job 

No. 

Job 

No. 

&c>    &c. 

£         8        d 

1 

1 

1 

i 
1 

1 

i 

1 
1 

• 

A    convenient    form    of    Cost    Ledger    would    be    as    follows:  — 


Form  as.— 


Cost  Ledger. 


Name. 


Address. 


Date 

Particulars 

^ 

VVages 

Direct  Materials 

Stores 

Expenses 

Remarks 

Hours 

Amount 

P.J. 
fo. 

Amount 

Req. 
No. 

Amount 

C.B. 
fo. 

Amount 

£    «    d 

£    s    d 

£    s    d 

£    s   d 

368 


THE    ACCOUNTANT 


March  i6,  1907. 


When  the  job  is  completed  the  total  cost  will  be  entered 
in  the  corresponding  columns  in  the  Sales  and  Cost 
Analysis  Book  (Form  13,  p.  325),  thus  indicating  the  profit  or 
loss  on  each  job. 

Audit, 
It  is  not  part  of  the  regular  duty  of  an  auditor  to  check 
the  Cost  Accounts,  but,  at  the  same  time,  it  is  most 
desirable  that  he  should  examine  tihe  Work  in  Progress 
Accounts,  and  ascertain  that  the  books  have  been  actually 
balanced,  and  not  made  to  agree. 

From  this  source  he  can  find  out  the  cost  of  the 
materials  used,  and  thus  verify  the  stock  on  hand  ;  be  can 
satisfy  himself  that  the  charge  to  Capital  or  Repair 
Accounts  for  work  done  is  correct;  he  can  check  the 
amount  of  work  in  progress ;  and  generally  he  can  learn  a 
great  deal  about  the  business  which  otherwise  would 
escape  his  notice. 

An  auditor  is  not  a  machine ;  the  auditor  who  works  like 
a  machine  is  not  worth  the  cost  of  running.  Some  auditors 
are  iike  day  trippers  at  th«  seaside — they  arrive,  see  the 
sights  that  everyone  has  seen  before,  and  then  go  away 
fully  convinced  they  have  seen  all  there  is  to  see. 

The  good  auditor  is  the  man  who  prys  into  dark  caves, 
seeking  for  wonders  that  are  not  known  to  exist;  who 
wanders  off  on  lonely  paths  to  discover  for  himself  what 
lies  in  the  direction  he  follows ;  who  comes  away  knowing 
more  than  the  residents. 

Our  mission  is  to  discover  errors ;  and  although  occasion- 
ally they  may  be  found  lying  on  the  highways,  more  often 
they  are  hidden  away  lurking  in  corners,  and,  intentionally 
or  unintentionally,  so  covered  up  that  he  who  runs  may 
not  heed. 

Method  is  a  good  friend  to  us,  but  sometimes  our  best 
friends  are  our  worst  enemies,  and  familiarity  only  breeds 
contempt. 

Let  us  therefore  step  off  the  beaten  track  laid  down  by 
Dicksee  and  others  who  made  the  road  in  the  days  before 
us.  If  Cost  Accounts  are  kept  let  us  probe  into  the  root 
of  the  system ;  advise  if  we  think  it  requires  other  treat- 
ment; and  satisfy  ourselves  that  the  tree  can  and  does 
bring  forth  good  fruit. 

The  valuation  of  the  work  in  progress  is  a  most 
important  matter.  The  auditor  should  go  through  the 
Cost  Ledger  balances  with  the  works  foreman,  and  not 
only  satisfy  himself  that  all  these  balances  are  actually 
work  that  will,  in  due  course,  be  charged  to  a  customer, 
but  also  that  the  work  yet  to  be  done  on  each  job  will  not 
result  in  any  loss  being  entailed  for  which  provision  has 
not  been  made. 

In  a  general  way  credit  should  only  be  taken  for  the  cost 
of  the  materials,  labour,  and  direct  expenses,  together  with 


a  proportion  of  oncost,  no  profit  being  anticipated  except 
in  such  cases  where  the  cost  to  finish  can  fairly  accurately 
be  gauged. 

It  is  quite  justifiable,  however,  to  add  a  proportion  of 
both  shop  and  office  oncost,  as  these  are  as  much  part  of 
the  cost  as  the  labour  and  materials,  the  amount  to  be 
added  depending  on  the  progress  of  the  work. 

In  large  contracts  interest  can  also  be  charged,  as  it  may 
be  thajt  some  hundreds,  if  not  thousands,  of  pounds  are 
locked  up  on  one  job,  and  consequently  a  corresponding 
loss  of  interest  on  the  general  bank  balance. 

This,  however,  is  not  a  lecture  on  auditing.  On  the 
present  occasion  it  is  unnecessary  to  say  more.  But 
remember,  audits  are  like  the  fair  sex — ^there  are  never  any 
two  alike.  The  peculiar  characteristics  of  each  must  be 
taken  into  account.  The  good  auditor,  like  the  good 
courtier,  is  the  man  who  pays  attention  to  little  things. 

Conclusion, 

What  I  have  said  has  been  of  my  own  making ;  what  I 
should  have  said,  you  now  have  the  opportunity  of  tell- 
ing me. 

I  do  not  claim  to  have  given  you  a  system  of  Cost 
Accounts  that  can  be  described  as  the  ideal  one ;  I  do  not 
profess  that  my  methods  are  any  better  than  those  with 
which  you  are  acquainted.  I  have,  however,  attempted  to 
give  you  a  few  hints  from  personal  experience  which  may 
be  found  useful  to  you  when  drafting  a  system  of  Cost 
Accounts  for  a  small  manufacturer. 

Do  not,  however,  lock  up  the  copy  of  this  paper  in  some 
secret  drawer,  in  the  hope  that  some  day  when  you  have 
similar  work  to  do  you  will  merely  have  to  copy  out  the 
forms,  dictate  a  letter,  and  send  in  your  bill. 

Alas !  it  must  be  said  that  the  Cost  Accounts  of  one  busi- 
ness are  never  the  Cost  Accounts  of  another  business. 
Each  must  be  judged  on  its  own  merits ;  each  prescribed 
for  according  to  its  own  particular  symptoms;  each 
treated  as  a  parent  should  treat  his  children, — according  to 
temperament. 

Such  is  not  the  object  of  the  paper,  rather  is  it  to  impress 
upon  the  coming  generation  of  Chartered  Accountants  the 
necessity  of  being  fully  acquainted  with  factory  organisa- 
tion and  accounts,  as  virell  as  with  the  books  of  the 
counting-house. 

Out  profession  already  shows  signs  of  overcrowding,  yet 
others  still  come  to  join  the  brimming  river;  the  outlets 
in  secretarial  channels  are  becoming  choked.  What  can 
we  do  with  the  overflow?  Here  is  an  opportunity  for  men 
trained  to  methodical  methods,  accustomed  to  complex 
calculations,  schooled  in  the  science  of  organisation,  to 
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secure  posts  rexDuiierative  to  themselves,  and  invaluable  to 
those  who  employ  them. 

And  even  the  accountants  of  the  future  day  must  have 
qualifications  that  have  not  been  required  in  the  past,  if 
they  ai^e  to  hold  that  high  position  which  has  been 
attained  this  last  thirty  years.  Gone  are  the  bookkeepers  of 
byegone  days,  wtio  lived  their  little  lives  writing  up  a 
Journal  or  Ledger  without  a  thought  of  the  mysteries  of 
double-entry ;  gone  are  their  ponderous  vellum-bound 
tomes  with  their  copper-plate  entries  and  fantastic  head- 
lines ;  gone  the  very  type  of  men  who  occupied  such 
positions.  Their  places  are  now  occupied  by  the  products 
of  modem  education,  who  have  mastered  the  science  but 
never  learnt  the  art  of  bookkeeping ;  men  who  can  prepare 
a  Trading  Account,  but  who  cannot  post  a  Ledger  without 
the  use  of  a  knife ;  most  of  them  recruiits  from  the  offices 
of  accountants — ^men  who  have  seen  active  service  and 
have  learnt  how  to  marshal  the  forces  under  their 
command.  The  professional  accountant  must  therefore 
make  himself  indispensable  to  his  client;  he  must  be 
regarded  as  a  commercial  as  well  as  a  financial  expert ;  he 
must  progress  with  the  times. 

If  he  fails,  others  will  seize  the  opportunity,  and  he  must 

be  content  to  see  them  take  the  post  of  pilot  and  draw  his 

pay. 

"  There  is  a  tide  in  the  afiairs  of  men, 
Which,  taken  at  the  flood,  leads  on  to  fortune ; 
Omitted,  all  the  voyage  of  their  life 
Is  bound  in  shallows,  and  in  miseries. 
On  such  a  full  sea  are  we  now  afloat ; 
And  we  must  take  the  current  when  it  serves, 
Or  lose  our  ventures." 
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Bills  of  Sale. 


By  Dr.  Tinslby  Lindley. 


The  following  are  the  notes  of  a  lecture  on  the  above 
subject,  delivered  by  Dr.  Lindley  on  February  7  1907. 


The  term  "Bill  of  Sale"  is  applied  to  a  document 
whereby  the  right  and  property  in  personal  chattels  is 
transferred  either  absolutely  or  by  way  of  security  to  a 
person  termed  a  grantee,  the  possession  thereof  usually 
remaining  with  the  grantor.  The  former  is  designated  an 
absolute  bill  of  sale,  the  latter  a  conditional  one. 


The  object  of  the  L^islature  in  dealing  with  these 
transactions,  as  appears  hereafter,  was  to  prevent  fraud — 
in  the  first  case,  so  that  persons  remaining  in  apparent 
possession  of  such  chattels,  the  property  of  another,  should 
not  thereby  obtain  false  credit ;  and,  in  the  second,  so  that 
persons  borrowing  upon  security  of  tham«  should  thoroughly 
undeirstand  the  nature  of  the  transaction. 

The  particular  statutes  referring  thereto  are  the  Bills  of 
Sale  Act,  1878,  repealing  the  Act  of  1854  as  amended  by  the 
Act  of  1866,  and  the  Bills  of  Sale  Act,  1882,  as  amended  by 
the  Acts  of  1890  and  1891.  Though  it  is  necessary  to  con- 
sider the  Acts  together,  it  must  be  borne  in  mind  that  the 
Act  of  1878  refers  to  absolute  bills  of  sale,  whereas  the  Act 
of  1882  refers  to  conditional  ones. 

The  expression  "bill  of  sale"  includes  bills  of  sale, 
assignments,  transfers,  declarations  of  trust  without 
transfer,  inventories  of  goods  with  receipt  thereto  attached, 
or  receipts  for  purchase-moneys  of  goods,  and  other 
assurances  of  personal  chattels,  and  aJso  powers  of 
attorney,  authorities  or  licences  to  take  possession  of  per- 
sonal chattels  as  secimiy  for  any  debt,  and  also  any  agree- 
ment (whether  intendied  or  not  to  be  followed  by  the 
execution  of  any  other  instrument)  by  which  a  right  in 
equity  to  any  personal  duuttels,  or  to  any  charge  or 
security  thereon,  shall  be  conferred.  (Bills  of  Sale,  1878, 
Section  4.) 

Thus  there  are  three  classes  of  documents, 
(i)  Assurances  of  personal  chattels. 

An  assurance  is  a  document  upon  which  the  title  of  the 
transferee  of  the  goods  depends  either  as  the  actual 
transfer  of  the  property  or  an  agreement  to  transfer,  or  as  a 
muniment  or  document  of  title  taken  at  the  time  as  a 
record  of  the  transaction.  {Marsden  v.  Meadows  (7  Q.B.D. 
80),  N.  C.  Wagon  Co.  v.  Manchester  Railway  Co.  (35  Ch.D. 
191  :  13  App.  C.  554),  Evans  v,  Roberts  (36  Ch.D.  196).) 
The  Acts  only  apply  to  documents,  not  to  the  transactions, 
so  that  if  the  transaction  confers  a  good  title  without  any 
reference  to  a  document  it  does  not  come  within  the  Acts 
(Marsden  v.  Meadows  (7  Q.B.D.  8oj,  Ex  parte  Cooper 
(10  Ch.D.  313),  Woodgate  v,  Godfrey  (5  Ex.D.  24),  Ramsay 
V.  Margrett  (1894,  2  Q.B.  18),  Maas  v.  Pepper  (1905 
Ap.  C),  Mills  V.  Charlesworth  (61  L.J.  Q.B.  330 
[H.L.]  ) ;  but  if  such  transaction  is  adopted  for  the  real 
purpose  of  securing  a  debt,  the  Court  will  consider  not  the 
mode  of  transaction,  but  the  substance  or  effect  thereof, 
and  declare  the  same  to  be  a  bill  of  sale.  This  point  is 
often  raised  in  cases  of  sale  and  hiring  agreements. 
Byreley  v.  Prevost  (L.R.  6  C.P.  144),  Phillips  v.  Gibbons  (5 
L.R.  527),  Yorkshire  Wagon  Co.  v,  Maclure  (21  Ch.D.  309), 
Houper  v.  Ker  (76  L.T.J.  307),  Re  Watson  (25  Q.B.D.  I'j), 
Beckett  V,  Tower  Assets  (1891,  1  Q.B.  638).) 
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(2)  Documents  conferring  a  power  or  licence  to  take  possession 

of  personal  chattels  as  security  for  any  debt. 

These  documents,  according  to  the  words  used,  have 
reference  only  to  personal  chattels  left  in  possession  of  the 
grantor  upon  which  there  is  a  security  for  a  debt.  They 
ha.ve  little  application  nowadays,  as  being  conditional  bills 
of  sale  they  come  under  Act  1882,  and  it  is  impossible  to 
draw  them  in  the  form  required  by  that  Act.    (See  later.) 

If  possession  has  been  given,  there  is  no  licence  to  seize, 
therefore  it  would  not  be  a  bill  of  sale.  (Charlesworth  v. 
Mills  (1892,  A.C.  231).)  If  the  possession  is  ambiguous, 
e.g,j  under  a  building  agreement,  it  is  a  case  of  intention 
of  the  parties.  A  clause  that  the  chattels  shall  be 
deemed  to  be  in  the  possession  of  the  building  owner  deter- 
mines the  question  (Reeves  v.'  Barlow  (12  Q.B.D.  436), 
Ex  parte  Newitt ;  re  Gerrard  (16  Ch.D.  522),  Ex  parte  Jay ;  re 
Harrison  (14  Ch.D.  19),  Ex  parte  BarUr  (26  Ch.D.  510),  Ex 
parte  Dickin;  re  Waugh  (4  Ch.D.  524)),  but  such  a  clause 
would  avail  little  if  the  goods  were  in  the  possession  of  the 
grantor. 

(3)  Documents  creating  a  right  or  charge  in  equity  affecting 

personal  chattels. 

These  apply  to  equitable  rights,  not  legal  rights.  (Reeves  v. 
Barlow  (12  Q.B.D.  436).) 

The  most  usual  instances  are  agreements  to  assign.  (Ex 
parte  Conning  (L.R.  16  £q.  414),  Ex  parte   Montagu  (1876. 

1  Ch.D.  554),  Baghott  v,  Norman  (41  L.J.  787),  London  and 
Yorkshire  Bank  v.  White  (11  T.L.R.  570).) 

By  Section  6,  Bills  of  Sale,  1878,  "  Every  attornment, 
*<  instrument,  or  agreement  not  being  a  mining  lease 
"  whereby  a  power  of  distress  is  given  or  agreed  to  be  given 
••by  way  of  security  for  any  present  future  or  contingent 
••  debt  or  advance,  and  whereby  any  rent  is  reserved  or 
**  made  payable  as  interest  on  such  debt  or  advance  shall  be 
*^  deemed  a  bill  of  sale  within  the  Act  of  any  personal  chattels 
**  which  may  be  seized  or  taken  under  such  power  of  dis- 
"  tress.  Provided  that  nothing  in  this  section  shall  extend 
"  to  any  mortgage  of  any  estate  or  interest  in  land  or  tene- 
"  ment  which  the  mortgagee  being  in  possession  shall  have 
'•  demised  to  the  mortgagor  as  his  tenant  at  a  fair  and 
•*  reasonable  rent.*' 

To  bring  an  instrument  under  this  clause  there  must  be 
power  of  distress  to  secure  a  debt,  and  rent  must  be  reserved 
or  made  payable  so  as  to  provide  for  interest  or  otherwise 
for  the  purpose  of  securing  the  debt. 

Prior  to  this  section  an  attornment  clause  created  all  the 
remedies  and  incidents  of  a  tenancy,  so  that  the  mortgagee 
could  distrain  on  all  goods  on  the  premises. 

"  Deemed  to  be  a  bill  of  sale.*'    (See  Green  v.  Marsh  (1892, 

2  Q.B.  330).) 


These  could  not  be  drawn  in  the  statutory  form  which 
is  required  for  bills  of  sale ;  but  since  they  are  only  deemed 
to  be  bills  of  sale  the  form  is  excused,  but  registration  is 
required. 

The  section  does  not  apply  where  no  personal  chattels  are 
seized  or  taken.    (Mumford  v.  Collier  (25  Q.B.D.  279).) 

The  following  documents  are  not  bills  of  sale  (Section  4). 
Assignments  for  benefit  of  creditors  (t.«.,  generally) :  marriage 
settlements  (i.e.,  ante-nuptial  —  see  Aston  v.  Blackshaw) 
(L.R.  9  Eq.  510),  Wunnan  v.  Lyon  (1891,  2  Q.B.  192), 
Casson  v,  Churchley  (53  L.J.,  Q.B.  335) ;  transfers  or  assign- 
ment of  ships  (see  Merchant  Shipping  Act,  1894) ;  transfers 
of  goods  in  ordinary  course  of  business  (Ex  parte  Waikins 
(L.R.  8  Ch.  520),  Ex  parU  Vaud  (L.R.  9  Ch.  602) ) ;  biUs 
of  sale  of  goods  in  foreign  parts,  or  at  sea  ;  bills  of  lading ; 
India  warrants  ;  warehousekeepers'  certificates ;  warrants  or 
orders  for  delivery  of  goods  (Grigg  v.  National  Guardian 
Assurance  Co.  (1891. 3  Ch.  206) ),  or  any  other  documents  used 
in  the  ordinary  course  of  business  as  proof  of  the  possession 
or  control  of  goods,  or  authorising,  or  purporting  to  author- 
ise either  by  endorsement  or  by  delivery,  the  possessor  of 
such  document  to  transfer  or  receive  goods  thereby  repre- 
sented (Ex parte  Parsons  (16  Q.B.D.  532).) 

By  Section  17,  Act  1882,  nothing  in  this  Act  shall  apply 
to  any  debentures  issued  by  any  mortgage,  loan,  or  other 
incorporated  company,  and  secured  upon  the  capital  stock 
on  goods,  chattels,  and  effects  of  such  company. 

The  exception  does  not  extend  to  societies  registered 
under  the  Industrial  and  Provident  Societies  Acts.  (Great 
Northern  Railway  Co,  v.  Coal  Co-operative  Society ,  Lim.  {1896, 
I  Ch.  187).) 

By  Bills  of  Sale  Act,  1901  (amending  Bills  of  Sale  Act, 
1900),  an  instrument  charging  or  creating  any  security  on  or 
declaring  trusts  of  imported  goods  given  or  executed  at  any 
time  prior  to  their  deposit  in  a  warehouse,  factory,  or  store, 
or  to  their  being  re-shipped  for  export  or  delivered  to  a 
purchaser  not  being  the  person  giving  or  executing  such 
instrument,  is  not  deemed  a  bill  of  sale. 

"  Personal  chattels  "  means  goods,  furniture,  and  other 
articles  capable  of  complete  transfer  by  delivery,  and 
(when  separately  assigned  or  charged)  fixtures  and  growing 
crops  (Branton  v.  Griffiths  (2  C.P.D.  212),  Roberts  v.  Roberts 
(13  Q.B.D.  794).) 

The  term  does  not  include  chattel  interests  in  real  estate ; 
nor  fixtures— except  trade  machinery  as  defined  in  Section  5 
— when  assigned  with  a  freehold  or  leasehold  interest  in  the 
land  to  which  they  are  affixed ;  nor  growing  crops  when 
assigned  with  any  interest  in  the  land  on  which  they  grow  ; 
nor  shares  or  interests  in  the  stock  funds  or  securities  of  any 
Government,  or  in  the  capital  or  property  of  incorporated  or 
joint-stock  companies ;  norchoses  in  action ;  nor  any  stock  or 
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produce  upon  any  farm  or  land  which,  by  custom  of  the 
country,  ought  not  to  be  removed  from  such  farm  or  land. 
Personal  chattels  are  deemed  to  be  in  the  apparent  posses- 
sion of  the  person  giving  the  bill  of  sale,  so  long  as  they 
remain,  or  are  in  or  upon  any  house,  mill,  warehouse  or 
building,  works,  yard,  land,  or  other  premises  occupied  by 
him.  or  are  used  and  enjoyed  by  him  in  any  place  whatsoever, 
notwithstanding  that  formal  possesdion  thereof  may  have 
been  taken  by  or  given  to  any  other  person. 
Apparent  possession  refers  solely  to  absolute  bills  of  sale. 
The  occupation  must  be  ie  facto.     (Ex  parte  Morrison  (42 
L.T.  158),  Robinson  v,  Briggs  (L.R.  6  Ex.  i).) 

Possession  by  the  grantee  must  be  active.  (Ex  parte  Jay 
(L.R.  9  Ch.  697),  £;r  parte  Saffery  (16  Ch.D.  668),  Gibbons 
V,  HUkton  (53  L.T.  910).) 

Chattels  in  possession  of  a  bailee  for  the  grantor  are  in  his 
apparent  possession.  (Ancona  v.  Rogets  (i  Ex.D.  285), 
Brooks  V.  Harrison  (6  L.R.  Ir.  85).) 

Trade  machinery  is  dealt  with  in  Section  5.  If  it  passes 
with  the  land  by  virtue  of  being  fixed  thereto,  it  cannot  be 
said  to  be  an  assurance  or  licence  to  seize,  but  if  the  instru- 
ment contains  a  mode  of  disposition  then  it  is  deemed  a  bill 
of  sale.  (See  Brooks  v.  Brooks  (1894,  2  Ch.  600),  Ex  parte 
Lusty  (6  Mor.  18),  In  re  Gates  (38  Ch.D.  112).) 

The  chattels  must  be  sufficiently  identified,  and  it  is  not 
necessary  to  have  a  schedule  or  inventory.  (Dyer  v.  Green  (i 
Ex.  71).) 

Form  and  Requisites  of  Bills  of  Sale. 
Absolute  Bills  of  Sale. 
These  are  governed  by  the  Bills  of  Sale  Act,  1878. 

(a)  Form. 

No  particular  form  is  necessary,  but  it  must  be  effective 
as  an  assignment. 

(b)  Attestation, 

The  execution  must  be  attested  by  a  solicitor,  and  the 
attestation  must  state  that  before  the  execution  of  the  bill 
of  sale  the  effect  thereof  was  explained  to  the  grantor  by  the 
attesting  solicitor.    (Section  8.) 

(c)  Registration. 

The  bill  of  sale  must  be  registered  within  seven  days  after 
the  making  or  giving  thereof  at  the  Bills  of  Sale  Depart- 
ment of  the  High  Court.  (Section  8.)  If  the  last  day  be  a 
Sanday,  or  a  day  when  the  office  is  closed,  the  next  day  is 
allowed.    (Section  22.) 

Registration  must  be  renewed  once  at  least  every  five 
years  (Section  11)  otherwise  the  registration  becomes  void. 
The  renewal  is    effected    by  an  affidavit    filed    with   the 


Registrar  stating  the  bill  of  sale's  still  subsisting  security. 
(For  form  see  Schedule  A  in  the  Act.) 
Registration  is  effected  by  presenting  to  the  Registrar— 
(i.)     Original    bill    together     with     every    inventory   or 

schedule  annexed  thereto    or    referred   to    therein. 

(Davidson  v.  Carlton  Bank  (1893,  i  Q.B.  82).) 
(ii.)   A  true  copy  of  the  above  in  all  respects.     (Coates  v, 

Moore  (1903,  2  K.B.  140).) 
(iii.)  An  affidavit   sworn  before    a  Master  of   the  High 

Court,  or  a  Commissioner  for  Oaths,  verifying— 

(a)  time  when  bill  of  sale  was  made  or  given ; 

(b)  the  due  execution  and  attestation  ; 

(c)  description  of  residence  and  occupation  of  the 
grantor  and  of  every  attesting  witness.  (Sims 
V.  Trollope  (1897,  i  Q.B.  24),  Coates  v.  Moore 
(1903,  2  K.B.  140).) 

Upon  registration,  if  the  grantor  reside  outside  the  juris- 
diction of  the  London  Bankruptcy  Court,  or  the  chattels 
included  in  the  bill  of  sale  are  not  within  the  district  of  such 
Court,  the  Registrar  should  forward  an  abstract  of  the  bill 
of  sale  within  three  days  of  registration  to  the  County  Court 
Registrar  in  whose  district  such  places  are  situate.  (Section 
10,  Bills  of  Sale  Act,  1882.)  Registrations  have  priority  in 
the  order  of  the  date  of  registration  as  to  the  chattels  com- 
prised in  the  bills  of  sale  (Section  10),  and  such  provision 
applies  between  grantors  as  well  as  in  the  event  of  bank- 
ruptcy of  or  execution  against  the  grantee.  (Connelly  v.  Steer 
(7  Q.B.D.  520).) 

A  bill  of  sale  may  be  transferred,  and  such  transfer  does 
not  require  registration.     (Section  11.) 

The  copy  is  filed  with  the  Registrar.  (Coates  v.  Moore 
{1903,  2  K.B.  140).) 

(a)  Consideration. 

This  must  be  truly  set  forth  in  the  bill  of  sale.  The 
interpretation  of  the  Act  hereon  is  most  exact,  though  it  is 
sufficient  if  the  words  describe  the  true  legal  or  mercantile 
effect.  (Credit  Co.  v.  Pott  (1880.  6  Q.B.D.  295),  Ex  parte 
Mercantile  Bank  (i88o,  15  Ch.D.  42),  Thomas  v.  Searles  (1891, 
2  Q.B.  408).)  The  consideration  may  be  an  existing  debt, 
or  money  paid  before  the  execution  of  the  deed.  (Credit  Co, 
V.  Pott  (1880.  6  Q.B.D,  295),  Ex  parte  Nelson  (35  W.R.  264), 
Ex  parte  Bolland  (21  Ch.D.  243).)  The  money  may  be  paid 
to  third  parties  at  the  direction  of  the  grantor.  (Hamlyn  v. 
Bettaley  (5  C.P.D.  327),  Roc  v.  Mutual  Fund  Association  (56  L.T. 
631).)  In  cases  where  deductions  are  made  by  the  grantee 
from  the  amount  stated  to  be  paid  to  the  grantor  great 
exactness  is  required,  or  the  consideration  will  not  be  truly 
stated.  (Ex  parte  Charing  Cross  (16  Ch.D.  35),  Richardson  v. 
Harris  (22  Q.B.D.  268),  Tenter  v.  Alsey  (i  C.  &  E.  186).) 
Matters  collateral  to  the  consideration  need  not  be  set  out. 
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{Ex parte  National  Bank  v.  Haynes  (15  Ch.D.  42).)  A  bill  of 
sale  cannot  be  given  as  security  against  liability  or  a 
guarantee.     (Hughes  v.  Little  (18  Q.B.D.  32).) 

(6)    Defeasance, 

If  the  bill  of  sale  is  made  or  given  subject  to  any 
defeasance,  or  condition,  or  declaration  of  trust  not  con- 
tained in  the  body  thereof,  such  defeasance,  condition,  or 
declaration  must  be  contained  in  the  body  of  the  bill,  or  be 
written  on  the  same  paper  or  parchment  therewith,  and  be 
set  forth  in  the  copy  filed  for  registration. 

Defeasance  is  something  contained  in  a  separate  deed  or 
document  which  defeats  the  operation  of  another  deed. 
{Ex  parte  Popplewell  (21  Ch.D.  73).)  Condition  is  one  that 
afifects  either  grantor  or  grantee.    (Edwards  v.  Marcus  (1894, 

1  Q.B.  587).)  Declaration  of  trust  means  a  trust  in  favour  of 
the  grantor.  (Robinson  v.  Collingwood  (34  L.J.  C.P.  18).) 
The  effect  of  this  section  is  that  where  there  is  in  fact  but 
one  agreement  though  contained  in  two  documents,  then, 
since  the  whole  is  a  bill  of  sale,  it  is  necessary  that  the  same 
should  be  contained  in  the  one  document. 

The  principal  cases  are  as  above,  also  Ex  parte  Southam 
(L.R.  17,  Eq.  578),  Ex  parte  Vaill  (10  Ch.D.  76),  Simpson 
V.  Charing  Bank  (34  W.R.  568),  Griffin  v.  Union  Bank  (3 
T.L.R.  603),  C9unsell  v.  Westminster  Loan  (19  Q.B.D.  512), 
Owen  V,  Fisher  (5  T.L.R-  504),  Heseltine  v.  Simmons  (1892, 

2  Q.B.  547),  Carpenter  v.  Deen  (23  Q.B.D.  566). 

If  the  particulars  as  above  are  not  complied  with,  the  bill 
of  sale  is  deemed  fraudulent  and  void  in  respect  of  the 
goods  therein  comprised  or  the  right  to  possession  thereof, 
and  in  the  apparent  possession  of  the  grantor,  as  against 
the  following  persons,  under  the  circumstances  as  appear 
below : — 

(i)  Trustee  in  bankruptcy. 

(2)  Trustee  under  assignment  for  benefit  of  creditors. 

(3)  Persons  issuing  execution.     (Paine  v.  Matthews  (36 
Ch.D.  196).) 

Unless  before  the  time  of  filing  the  petition  in  bankruptcy, 
or  the  execution  of  the  assignment  or  the  execution  of  the 
process,  there  has  been  an  actual  taking  possession  by  the 
grantee.  Such  taking  possession  must  be  actual  physical 
possession— (£;if  parte  Fletcher  (5  Ch.D.  809),  Ex  parte  Jay 
(9  Ch.D.  904)) — and  will  be  effective  though  the  bill  of  sale 
was  never  registered.  (Ex  parte  Blaiberg ;  re  Toomer  (23 
Ch.D.  254),  Ex  parte  Red/ern;  re  Ball  (19  W.R.  1058).) 

Non-compliance  does  not  affect  the  bill  of  sale  for  other 
purposes,  so  that  the  rights  as  between  grantor  and  grantee 
are  not  affected.     (Davis  v.  Goodman  (5  C.P.D.  128).) 

The  instrument,  if  void,  will  only  be  so  as  to  the  chattels 
comprised  therein,  so  that  covenants  contained  therein  are 


still  effective.     (Baghott  v.  Norman  (41  L.T.  787),  Heseltine  v. 
Simmons  (1892,  2  Q.B.  547).) 

A  bill  of  sale  being  void  as  against  the  above  persons 
only,  an  unregistered  bill  of  sale  is  good  as  against  a 
purchaser  of  the  goods  from  the  grantor,  unless  they  were 
sold  in  the  ordinary  course  of  business  with  the  authority 
(implied  or  express)  of  the  grantee.  (Taylor  v,  M*Kcand 
(5  C.P.D.  356);  see  also  Cranfield  v,  Cranfield(23  L.R.  Ir. 
555).) 

Under  an  absolute  bill  of  sale  the  chattels  are  not  within 
the  order  and  disposition  clause  of  the  Bankruptcy  Acts 
(see  Section  10,  Bills  of  Sale  Act,  1878).  See  latter  as  to 
conditional  bill  of  sale. 

By  Section  14  a  Judge  of  the  High  Court  may.  in  certain 
cases,  rectify  the  register  of  the  bill  of  sale,  viz. : — 

(a)  Where  there  has  been  an  omission  to  register  it  or 
an  affidavit  of  renewal  within  the  time  prescribed  ; 

(b)  Where  there  has  been  an  omission  or  misstatement 
of  the  name,  residence,  or  occupation  of  any 
person ; 

provided  the  same  was  due  to  accident  or  inadvertence. 

A  new  bill  of  sale,  in  cases  of  doubt  as  to  its  validity,  may 
be  executed  by  the  parties.  (Cooper  v.  Zaffert  (32  W.R. 
402).) 

The  discretion  will  not  be  exercised  where  it  would  defeat 
rights  of  third  partiss  already  vested — (Crew  v.  Cummings 
(21  Q.B.D.  420),  In  re  Parsons  (1893,  2  Q.B.  122) ) — e.g.,  as 
against  a  trustee  in  bankruptcy  in  whom  the  property  of  the 
grantor  had  vested. 

Conditional  Bills  of  Sale.^ 
(a)  Form. 

These  are  void  unless  made  in  accordance  with  the  form 
in  the  Schedule  to  the  Bills  of  Sale  Act  1882,  Section  9 
(see  Thomas  v,  Kelly  (13  App.  C.  506) ),  and,  therefore, 
licences  to  take  possession  as  security,  and  documents  con- 
ferring rights  in  equity,  are  no  longer  valid  as  securities. 

It  is  not  necessary  that  the  exact  words  should  be  used  so 
long  as  the  same  legal  effect  is  produced  (Ex  parte  Stanford 
(17  Q.B.D.  2 sg),  Edwards  v,  Marston  (1891,  i  Q.B.  228), 
Weardale  Co,  v.  Hodgson  (1894,  i  Q.B.  598),  Saunders  v.  White 
(1902,  I  K.B.  472) ),  but  they  must  be  intelligible,  and  not 
calculated  to  deceive.  (Curtis  v.  National  Bank  of  Wales 
(1889.  5  T.L.R.  333).) 

The  principal  points  are  : — 

(i)  Names,  addresses,  and  occupation  of  parties,  in 
Dolcini  v.  Dolctni  (1875,  i  Q.B.  898). 

(2)  The  consideration,  which  must  be  truly  stated  (see 
Absolute  Bill  of  Sale),  and  amount  to  thirty  pounds 
at  least. 
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The  chattels  must  be  specifically  described,  that  is,  with 
such  particularity  as  is  usual  in  an  ordinary  business  inven- 
tory of  such  chattels  in  such  a  place  as  they  are.  {Witt  v. 
Banner  (20  Q.B.D.  114),  Hickley  v.  Greenwood  (25  Q.B.D. 
277),  Carpenter  v.  Deen  (23  Q.B.D.  566),  Davidson  v.  Carlton 
Bank  (1898,  I  Q.B.  82  (C.A.).) 

(3)  The    assignment  of    the    chattels   described   in    the 

schedule  annexed  thereto. 

The  assignment  must  not  be  as  beneficial  owner,  as 
otherwise  it  would  confer  further  powers  of  seizure  than 
Section  13  allows,  viz.,  under  Section  7  (i)  Conveyancing 
Act,  1881,  on  default  of  payment  an  immediate  power  of 
entry  and  sale.     (Ex  parte  Stanford  (17  Q.B.D.  259) ) 

After  acquired  chattels  cannot  be  included  {Thomas 
V.  Kdly  (13  App.  C.  506)),  except 

(a)  Where  brought  on  in  substitution  for  fixtures,  plant, 
or  machinery  under  Section  6  (2.)  Plant  may 
include  moveable  chattels.  (Yarmouth  v.  France 
(19  Q.B.D.  647).) 

(6)  Where  assigned  under  a  covenant  in  the  bill  of 
sale  to  maintain  the  security  by  substituting 
other  articles  therefor.  (Seed  v.  Bradley  (1894, 
I  Q.B.  319),  see  Hodden  v.  Oppenheim  (60  L.T. 
962).)  Chattels  real  must  not  be  included,  other- 
wise bill  of  sale  is  not  in  accordance  with  the 
form.     (Cochrane  v.  Entwistle  (25  Q.B.D.  116).) 

(4)  As  security  for  the  payment  of  the  sum  and  interest. 

The  principal  sum  must  be  a  definite  one.     (Hughes 
V.  Little  (18  Q.B.D.  32),  In  re  Hill  (2  Mans  208).) 

(5)  Stipulations  as  to  repayment. 

Some  time  or  times  must  be  named,  it  cannot  It^e  forthwith 
{Ex  parte  Pearce  (25  Ch.D.  656),  Melville  v.  Stringer  (13 
Q.B.D.  392);  nor  on  demand  (Mackay  v.  Merritt  (34  W.R. 
433).  Hetherington  v.  Groome  (13  Q.B.D.  789),  even  within  a 
certain  time  thereafter  (Sibley  v.  Higgs  (15  Q.B.D.  619).) 
Repayment  may  be  by  instalments  or  in  one  sum  (Watkins  v. 
Evans  (18  Q.B.D.  386).)  Default  in  payment  of  an  instal- 
ment results  in  the  principal  and  interest  becoming  due. 
Section  7  (i).     (Lumley  v.  Simmons  (34  Ch.D.  698).) 

(6)  Terms  as  to  insurance,  payment  of  rent,  or  otherwise, 

for  maintenance  or  defeasance  of  the  security. 

(7)  Proviso  that  the  chattels  shall    not    be   liable    for 

seizure,  except  in  cases  specified  in  Section  7,  Bills 

of  Sale  Act,  1882. 
An  omission  of  this  proviso  would  vitiate  the  bill  of  sale. 
(Thomas  v.  Kelly  (13  Ap.  C.  506).).  Seizure  cannot  be  made 
except  for  the  specified  causes  (Furber  v,  Cobb  (iS  Q.B.D. 
494)  ),  and  any  power  to  seize  for  breach  of  covenant  not 
necessary  for  maintaining  the  security  makes  bill  of  sale 
vwd.     {Topley  v»  Corabie  (20  Q.B.D.  350).) 


The  power  to  seize  cannot  be  exercised  on  default  in  per- 
formance of  a  negative  covenant.  (Hyde  v.  Warden 
(3  Ex.D.  72).) 

To  justify  seizure  under  a  covenant,  the  covenant  must  be 
a  term  for  maintenance  contained  in  the  bill  of  sale,  also 
necessary  for  maintaining  the  security.  (Weardale  v. 
Hodgson  (1894,  I  QB.  598),  Ex  parte  Pope;  re  Paxton 
(69  L.T.  428).) 

Attestation, 

The  bill  of  sale  must  be  attested  by  one  or  more  credible 
witnesses — not  parties  thereto — (Sims  v.  Trollope  (1897,  i 
Q.B.  24)) — with  addresses  and  occupations.  (Simmonds 
v.  Woodward  (1892,  A.C.  180).) 

Registration, 

This  is  as  in  cases  of  absolute  bills  of  sale.  The  above 
particulars  must  be  complied  with,  otherwise  the  bill  will 
be  void  in  the  following  manner :  — 

(i)  If  the  form  be  not  followed,  or  the  consideration  less 
than  ;^3o,  the  bill  is  void  as  between  all  parties. 
It  confers  no  security  or  protection  whatsoever, 
but  the  sum  advanced  may  be  recovered  as  a  debt 
due  to  the  graotee.    (Davies  v.  Rees  (17  Q.B.D.  40).) 

(2)  If  the  registration  or  attestation  be  improper,  or  the 

consideration  be  untruly  stated,  the  bill  is  void  as 
between  the  parties,  as  far  as  the  security  is  con- 
cerned (Section  8),  but  the  grantor  remains  liable 
on  any  valid  covenants — e.g.,  payment  of  a  certain 
rate  of  interest.  (Heseltine  v.  Simmons  (1892,  a  Q.B. 
S47)-) 

(3)  If  the  bill    of    sale   does   not   contain   an  inventory 

annexed  specifically  describing  the  goods,  the  bill 
of  sale  will  be  void,  except  as  against  the  grantor — 

(a)  In  respect  of  goods  not  specifically  described 
therein  (Section  4) ;  or, 

(6)  In  respect  of  goods  included  therein  of  which 
the  grantor  was  not  the  true  owner  at  the 
time  of  executing  the  bill  of  sale  (Section  5). 

The  grantor  has  by  virtue  of  his  equity  of  redemption 
sufficient  ownership  to  grant  a  second  bill  of  sale,  subject 
to  the  former.    (Thomas  v.  Searles  (1898,  2  Q.B.  408).) 

Duplicate  Bills  of  Sale. 

The  object  of  registration  is  publicity,  and  seven  days 
from  execution  is  allowed  for  same.  Registration  might 
have  been  avoided  by  executing  another  bill  of  sale 
before  the  expiration  of  such  period ;  but  Section  9  says 
that  if  such  be  done,  and  the  bill  of  sale  is  given  as 
security  for  some  debt,  or  any  part  of  it,  the  bill  of  sale  is 
absolutely  void  as  to  the  security  and  personal  chattels, 
unless  it  be  shown  that  the  subsequent  bill  of  sale  was 
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bond  fide  given  to  correct  some  material  error  in  the  prior 
bill  of  sale,  and  not  for  the  purpose  of  evading  the  Act. 
{Ex  parte  Hannwell  (23  Ch.D.  626),  Cooper  v.  Zaffert 
(32  W.R.  402).)  "After  expiration"  would  be  valid. 
(Carrard  v.  Meek  (29  W.R.  244).) 

Remedies  of  the  Grantee, 

Wheore  a  bill  of  sale  is  regular  the  grantee  is  (Section  7) 
a  secured  creditor,  subject  to  being  defeated  as  hereinafter 
mentioned,  but  the  chattels  are  not  liable  to  be  seized  or 
taken  possession  of  by  him,  except  for  the  causes 
following :  — 

(x)  If  the  grantor  make  default  in  payment  of  the  sum 
or  sums  thereby  secured  at  the  time  provided  for 
payment  (Williams  v.  Stern  (5  Q.B.D.  409),  John- 
son V,  Di prose  (1893,  i  Q.B.  512) ),  or  in  the 
performance  of  any  covenant  or  agreement  con- 
tained, and  necessary  for  maintaining  the  security. 
(See  notes  under  Form.) 

(a)  If  the  grantor  shall  become  a  bankrupt,  or  suffer  the 
said  goods,  or  any  of  them,  to  be  distrained  for 
rent,  rates,  and  taxes.    (See  Section  14.) 

This  does  not  include  a  statutory  composition 
with  creditors.     {Gilroy  v.  Bown  (59  L.T.  223).) 

As  to  bankrupt,  note  effect  as  below. 

The  bill  of  sale  does  not  defeat  a  right  of  distress. 

(3)  If  the  grantor  shall  fraudulently  either  remove  or 

suffer  the  goods,  or  any  of  them,  to  be  removed 
from  the  premises. 

(4)  If  the  grantor  shall  not  without  reasonable  excuse, 

upon  demand  in  writing  by  the  grantee,  produce  to 
him  his  last  receipts  for  rent,  rates,  and  taxes. 
{Ex  parte  Cotton  (11  Q.B.D.  301),  sot  Beckett  v.  Tower 
Co,  (1891,  I  Q.B.  638).) 

(5)  If  execution  shall  have  been  levied  against  the  goods 

of  the  grantor  under  any  judgment  at  law. 

The  grantee's  claim  is  good  against  the  execution  creditor, 
provided  that  the  grantor  may  within  five  days  from  the 
seizure  or  taking  of  the  chattels  apply  to  the  High  Court, 
or  a  Judge  thereof  in  Chambers,  and  such  Court  or  Judge, 
if  satisfied  that  by  payment  or  otherwise  the  said  cause  of 
seizure  no  longer  exists,  may  restrain  the  grantee  from 
removing  or  selling  the  goods,  or  make  such  order  as  may 
seem  just.    {Longdon  v.  Sheffield  Deposit  Bank  (24  S.J.  913).) 

Upon  seizure  or  taking  possession  the  goods  must 
remain  on  the  premises  where  so  seized  or  taken,  and  not 
removed  or  sold  until  after  expiration  of  five  clear  days 
from  the  day  of  seizure  or  taking  possession.    (Section  13.) 


Power  of  sale  is  implied  after  five  clear  days.  (Re  Merritt 
(18  Q.B.D.  222).)  The  grantor  may  consent  to  the  goods 
being  removed  before  the  days  have  elapsed,  and  the  land- 
lord will  have  no  claim  against  the  grantee.  (Lcme  v.  Tyler 
(56  L.J.  Q.B.  461),  see  O'Neil  v.  City  F.  Co.  (17  Q.B.D. 
234).)  Five  clear  days  means  exclusive  of  day  of  seizure 
and  day  of  removal. 

Grantee's  Security. 

Although  the  grantee  is  to  a  certain  extent  secured  his 
secuddty  may  be  diminished,  or  even  become  of  no  avail, 
viz.  :  — 

(a)  As  to  Landlord. 

The  landlord  has  a  right  of  distress  for  rent  acorued  due, 
and  may  seize  any  goods,  though  comprised  in  the 
schedule.  His  right  may  be  defeated  by  removal,  with 
consent  of  grantor,  before  execution.  (Lane  v.  Tyler  (56 
L.J.  Q.B.  461).) 

The  landlord  may  only  distrain  upon  thinigs  distrainable. 

If  goods  are  seized  under  distress,  part  of  which  axe 
included  in  the  inventooy  of  the  bill  of  sale,  and  part  not, 
the  grantee  is  entitled  to  benefit  of  marshalling  of  assets, 
so  that  the  latter  goods  should  first  be  applied  to  the 
distress.    (Ex  parte  Stephenson  (De.  Gen.  586).) 

(b)  As  to  Trustee  in  Bankruptcy  of  Grantor. 

By  Section  7  the  grantee  may,  if  the  grantor  becomes 
bankrupt,  seize  the  chattels,  and,  if  necessary,  assert  his 
title  as  against  the  trustee,  but  that  is  because  the  goods 
are  taken  out  of  the  apparent  possession  of  the  grantor. 

By  Section  20,  Bills  of  Sale  Act,  1878,  chattels  comprised 
in  a  bill  of..sale  were  not  deemed  to  be  in  the  reputed 
ownership  clause  of  the  Bankruptcy  Act,  1883,  Section  44 
(2),  but  that  section  has  been  repealed,  so  far  as  con- 
ditional bills  of  sale,  by  Section  15,  Bills  of  Sale  Act,  1882, 
and  by  Section  3  of  such  only  applies  to  absolute  bills  of 
sale.  The  result  is  that  in  absolute  bills  of  sale  the 
chattels  are  outside  the  reputed  ownership  clause,  but  in 
conditional  bills  of  sale  they  come  within  such  clause,  and 
therefore  would  pass  to  the  trustee,  provided  the  con- 
ditions of  such  clause  are  fulfilled.  (In  re  Weih^King 
(Mans).) 

<*  Reputed  ownership  clause,"  Bankruptcy  Act,  1883. 
Section  44. 

All  goods  being  at  the  commencement  of  the  bankruptcy 
in  the  possession,  order,  or  disposition  of  the  bankrupt 
in  his  trade  or  business  by  the  consent  and  permission  of  the 
true  owner  under  such  circumstances  that  he  is  the  reputed 
owner  thereof  (provided  that  things  in  action  other  than 
debts  due  or  growing  due  to  the  bankrupt  in  the  course  of 
his  trade  or  business  shall  not  be  deemed  goods  within  the 
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meaning  of  this  section)  are  goods  of  the  bankrupt  and 
divisible  amongst  his  creditors. 

Evideace  of  a  custom  of  a  trade — ^well  known — will 
defeat  the  clause.  (Crawcour  v,  Salter  (i8  Ch.D.  30),  Ex 
parte  Turquand  (14  Q.B.D.  636).) 

Inspection, 

Any  person  is  entitled  to  search  the  registers  on  payment 
of  the  prescribed  fee,  and  make  extracts.     (Section  16.) 

Satisfaction. 

When  a  bill  of  sale  is  satisfied,  or  the  debt  discharged, 
the  Registrar,  upon  the  prescribed  evidence  being  given  of 
the  same,  may  order  a  memorandum  of  satisfaction  to  be 
endorsed  on  the  registered  bill  of  sale.    (Section  15.) 


Xlbe  CbartereD  Hccountants'  Cbesd  Club. 


It  is  particularly  requested  that  all  Chartered  Accountants 
(or,  of  course,  articled  clerks)  desiring  to  become  members 
of  this  Club  should  forward  their  names  to  Mr.  H.J.  Snowden, 
A.C.A.,  St.  Michael's  House,  Basiughall  Street,  E.C., 
that  they  may  have  a  personal  notice  of  the  general  meeting, 
to  be  held  in  September  or  October  next,  sent  them. 

It  may  be  mentioned  that  the  number  of  members  is 
rapidly  rising,  and  includes  the  names  of  several  well>known 
chess  players.  It  is  not  the  intention  to  have  a  club-room 
until  the  commencement  of  next  season,  but  two  or  three 
matches  will  be  arranged  to  be  played  shortly. 


BesiBtant  pai^madterSt  1l.Vl.1R« 


A  representative  meeting  of  Assistant  Paymasters,  R.N.R., 
was  held  on  Tuesday,  12th  March,  at  the  Institute  of 
Chartered  Accountants.  The  success  of  the  inaugural  dinner 
at  Prince's  Restaurant  on  8th  December,  when  many 
disdngnished  members  of  the  service  and  other  prominent 
gentlemen  were  present,  was  reported,  and  the  accounts 
presented  by  Ihe  Entertainment  Committee  having  been 
duly  passed,  a  chairman  and  committee  were  elected  for 
the  ensoing  year.  Especial  interest  was  shown,  this  being 
the  first  general  meeting  of  members  of  this  new  branch  of 
H.M.  Service,  which  was  formed  under  a  special  order  in 
CooDcil  of  7th  March  T904,  and  is  open,  subject  to  medical 
and  general  fitness,  to  members  of  the  Institute  of  Chartered 
Accountants,  Society  of  Incorporated  Accountants,  articled 
clerks,  actuaries,  members  of  the  stafi*  of  Bank  of  England 
and  other  banks.      At  present  the  number    of  Assistant 


Paymasters,  R.N.R.,  is  limited  to  about  80.  In  proof  of  the 
popularity  of  this  branch  of  the  Royal  Naval  Reserve,  some 
80  accountant  officers  at  the  present  hold  commissions. 


neioiewB. 


The  Annual  Dlg:e8t,  1906. 


By  John  Mews,  Barrister-at-Law. 


London,  1907  :   Sweet  &  Maxwell,  Lim. ;  Stevens  &  Sons, 
Lim.    Price  15s. 

Mew's  Annual  Digest  for  1906  maintains  its  high  standard 
of  excellence  and  utility,  and  among  the  numerous  cases 
reported  there  are  several— such  as  Rvben  v.  Great  Fingcdl 
Consolidated  Lim.;  Davis  v.  Petrie;  re  Gladsir  Copper  Mines, 
Lim:  and  Re  British  Power  Traction  and  Lighting  Co.— of 
particular  interest  to  accountants. 


A   Handy  Book  on  the  Formation,  Manag:en]ent9 
and  Winding-up  of  Joint  Stock  Companies. 


By  F.  Gork-Browne,  M.A.,  K.C.,  and  William  Jordan. 


London,  1907  :  Jordan  &  Sons,  Lim.    27th  Edition. 
Price  5s.  net. 

The  popularity  of  this  book  is  eloquently  attested  by  the 
frequency  of  its  editions,  tut  its  growing  bulk  is  so 
phenomenal  that  there  is,  we  suggest,  a  danger  of  its  losing 
its  most  useful  characteristic,  viz.,  handiness.  An  interval 
of  two  years  has  seen  the  present  volume  increased  by  some- 
thing like  100  pages,  and  in  comparison,  say,  with  the  20th 
edition,  its  bulk  has  almost  doubled.  At  this  rate  of  progress 
it  seems  inevitable  that  its  authors  will  soon  have  to  decide 
whether,  to  use  a  sporting  phrase,  they  will  declare  to  win 
on    "handiness"   or  "completeness." 

Revised  Table  A  figures  as  the  principal  novelty  in  the 
present  edition  much  in  the  same  way  as  the  Winding-up 
Rules  of  1903  did  in  the  preceding  one ;  and  the  excellent 
notes  appended  to  the  various  regulations  cannot  fail  to  tend 
to  their  elucidation. 

The  index  is  well  arranged  and  easy  to  consult,  but  in 
view  of  the  book's  increasing  magnitude  it  would,  we  suggest, 
be  an  improvement  if  it  were  less  in  the  nature  of  an  epitome 
and  more  in  that  of  index  proper.  As  an  instance  of  what  we 
mean  we  would  allude  to  a  sub-heading  under  "  execution  " 
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which  consumes  no  less  than  three  lines.  The  commence- 
ment of  index  titles  with  prepositions  is  also,  in  our  opinion, 
to  be  strenuously  avoided. 


xrbe  Xtwrpool  Society  ot  (tbartere& 
accountants* 


The  annual  meeting  of  this  Society  was  held  at  the 
Library,  3  Lord  Street,  Liverpool,  on  Thursday,  the  7th 
inst. 

There  were  present :  Mr.  E.  D.  White,  in  the  chair, 
Messrs.  Wade,  Blease,  Denton,  Glass,  McNeight,  £.  P. 
White,  and  W.  E.  Mounsey  (Hon.  Secretary). 

The  Report  and  Accounts  were  adopted. 

The  following  is  the  Report  (the  accounts  are  not 
published) : — 

The  Committee  have  pleasure  in  presenting  their  annual 
report. 

The  number  of  members  on  the  roll  at  the  end  of  the 
year  was  105,  an  increase  of  10. 

During  the  year  the  Committee  have  had  before  them 
several  Bills  which  were  before  Parliament,  which  they 
considered  affected  the  interests  of  the  profession.  Among 
these  were  the  Public  Trustee  Bill,  which  they  opposed. 
Limited  Partnership  Bill,  and  Trust  Account  Audit  Bill. 

The  Prevention  of  Corruption  Act  has  had  the  considera- 
tion of  your  Committee,  and  they  are  at  the  present  time  in 
communication  with  the  Institute  in  order  to  obtain  their 
views  as  to  how  it  affects  this  profession  when  carrying  on 
their  duties  as  auditors. 

The  Committee  prepared  a  report  with  reference  to 
Bankruptcy  Law  Amendment,  which  was  forwarded  to  the 
Council,  and  will  be  submitted  before  the  Committee  sitting 
on  this  subject. 

A  special  meeting  of  the  Society  was  held  during  the  year 
for  the  purpose  of  pressing  forward  the  registration  of  the 
profession  of  accountants. 

The  President  of  this  Society  gave  notice  of  his  intention 
to  move  a  resolution  at  the  annual  meeting  of  the  Institute. 
At  the  request  of  the  President  it  was  withdrawn.  We 
understand  that  this  matter  is  now  having  the  serious  con- 
sideration of  the  Council. 

The  annual  dinner  of  the  Society  was  held  at  The 
Exchange  Station  Hotel,  on  15th  November.  The  Presi- 
dent of  the  Institute,  W.  B.  Peat,  Esq.,  F.C.A.,  and  the 
Vice-President,  J.  B.  Ball,  Esq..  F.C.A.,  were  present.  The 

-ntimittee  regret  very  much  that  the  members  of  this 


Society  do  not  more  heartily  support  these  gatherings.  The 
Committee  invite  representatives  from  all  the  leading  Trade 
Associations  in  Liverpool,  with  a  view  to  bringing  our 
profession  more  prominently  before  them,  and  they  feel 
that  it  is  to  the  interests  of  the  members  of  the  Society  that 
they  should  give  the  annual  meeting  their  fullest  support. 

The  Committee  regret  to  record  the  death  of  Mr.  W.  R. 
Parkinson,  F.C.  A.,  one  of  the  oldest  members  of  the  Society. 

The  retiring  members  of  the  Committee  are  Messrs. 
Blease,  Mounsey,  and  Whinnerah.  Under  Article  33 
Messrs.  Blease  and  Mounsey  are  eligible  for  re-election. 

It  will  also  be  necessary  to  elect  another  member  in  place 
of  Mr.  Whinnerah. 

Nominations  must  be  sent  to  the  Hon.  Secretary  at  least 
four  days  before  the  date  of  the  meeting. 

The  Hon.  Treasurer's  Statement  and  Accounts  will  be 
submitted,  duly  audited,  at  the  annual  meeting. 

E.  D.  White,  President, 
W.  E.  Mounsey,  Secretary. 

Messrs.  Blease.  Mounsey,  and  Howorth  were  elected 
members  of  the  Committee,  and  Messrs.  Jackson  and 
Dawson,  Hon.  Auditors. 

A  vote  of  thanks  to  the  Chairman  terminated  the  pro- 
ceedings. 


Aeetings  tor  tbe  ensuing  Wicdi. 


Tuesday  —  Birmingham  Chartered  Accountant  Stu- 
dents* Society. — Joint  Debate  with  the  Birmingham 
Law  Students'  Society,  at  the  Law  Library,  Bennett's 
Hill. 

Wednesday — Liverpool  Chartered  Accountants  Stu- 
dents' Association. — Debate  with  the  Liverpool 
Law  Students'  Association. 

London  Chartered  Accountant  Students  Society. 
— Lecture,  *'  Depreciation,  with  special  reference  to 
the  Accounts  of  Local  Authorities,"  by  Mr.  Lawrence 
R.  Dicksce,  M.Com.,  F.C.A.,  at  the^Hall  of  the 
Institute,  Moorgate  Place,  E.C. ;  6  p.m, 

Bristol  Chartered  Accountants  Students' 
Society. — Lecture,  ''The  Accounts  of  Professional 
Men,"  by  Mr.  M.  Webster  Jenkinson,  A.C.A.,  at 
the  Library  of  the  Society,  Albion  Chambers; 
5.30  p.m. 

Sheffield  Chartered  Accountants  Students* 
Society. — ^Joint  Debate  with  the  Sheffield  Law 
Students*  Society. 
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Thursday — Leeds  and  District  Chartered  Accountants 
Students*  Association.— Lecture,  "The  Accounts 
of  a  Builder  and  Contractor,*'  by  Mr.  J.  A.  Walbank. 
A.C.A.,  at  the  Law  Institution.  Albion  Place; 
6.30  p.m. 


petdonaU 

Mr.  John  Stubbs,  of  Messrs.  John  Stubbs  &  French, 
Central  Buildings,  41  North  John  Street,  Liverpool,  has 
been  appointed  Professional  Auditor  to  the  Licensing 
Justices  of  the  Borough  of  Bootle  Compensation  Fund, 
tinder  the  Licensing  Act  of  1904. 

Messrs.  Jambs  Worley  &  Sons,  Chartered  Accountants, 
of  37  Lime  Street,  London,  announce  the  death  of  their 
senior  partner,  Mr.  Jambs  Worley,  on  the  26th  February 
last.  The  style  and  title  of  the  firm  will  be  continued  as 
before,  and  the  business  will  be  carried  on  by  the  two  sons 
of  the  deceased 


failures  an&  Xtlls  of  Sale  in  EnolanD 
an&  TRaales* 


According  to  Kemp's  Mercantile  GaaetU,  the«total  number 
of  commercial  failures  recorded  in  England  and  Wales 
daring  the  week  ending  Friday,  Mar.  8th,  was  185,  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  London  Ganette^ 
93  ;  Deeds  of  Arrangement  registered,  92.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were: 
Bankraptcies,  100;  Deeds  of  Arrangement,  90— total,  190; 
being  a  decrease  of  5.  The  total  number  of  commercial 
failures  recorded  daring  the  10  weeks  of  the  present  year  is 
1,348;  the  total  number  recorded  in  the  corresponding  10 
weeks  of  last  year  was  1,695,  showing  a  decrease  of  147. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
Mar.  8th,  was  163.  The  number  in  the  corresponding  week 
of  last  year  was  190,  showing  a  decrease  of  27.  The  total 
nomber  filed  daring  the  10  weeks  of  the  present  year  is  1,472 ; 
the  total  number  filed  in  the  corresponding  10  weeks  of 
last  year  was  1,576,  showing  a  decrease  of  104. 


Debentures. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week  ending 
Friday,  Mar.  8th,  amounted  to  /i, 676,859,  by  way  of 
addition  to  ^3,924,848,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
of  last  year  was  /i,35o,040,  showing  an  increase  ol 


^326,8 19.  The  total  amount  registered  daring  the  10 
weeks  ol  the  present  year  is  /i8,3i6,658  (in  addition  to  the 
issues  in  previous  years  by  the  same  companies),  as 
compared  with  ;(i4,892,326  for  the  corresponding  10  weeks 
in  1906,  showing  an  increase  of  ^31424, 332, 


The  Profession  in  Scotland. 


Obitaary. 

The  death  is  announced  of  Mr.  Robert  Reid,  of  Messrs. 
Reid  &  Mair,  C.A.,  40  St.  Vincent  Place,  Glasgow.  The 
news  came  with  a  shock  of  surprise  to  his  many  firiends,  as 
so  lately  as  four  days  before  his  death  he  was  at  business 
apparently  in  his  usual  health.  The  following  morning  he  felt 
somewhat  indisposed,  and  a  chill  which  he  was  found  to  have 
contracted  developed  into  pneumonia.  Everything  possible 
was  done  to  combat  the  malady  but  without  avail,  and  he 
passed  away  on  the  3rd  inst.  Mr.  Reid,  who  was  in  his 
sixty-foarth  year,  was  a  native  of  Kirkintilloch.  He  began 
business  as  an  accountant  in  partnership  with  the  late  Mr. 
Robert  Alexander  Mair  in  1871,  and  very  soon  the  firm  had 
formed  a  large  connection  which  was  extended  and  consoli- 
dated in  succeeding  years.  Mr.  Reid  was  admitted  a 
member  of  the  Institute  of  Accountants  and  Actuaries  in 
1875,  and  he  served  for  two  terms  on  the  Council.  He  took 
no  part  in  public  life,  but  he  was  widely  known  and  held  in 
high  esteem  in  professional  and  business  circles.  He  was  a 
Justice  of  the  Peace  for  the  counties  of  Lanark  and  Dum- 
barton. He  is  survived  by  a  widow  and  two  sons,  the 
younger  of  whom  has  been  for  some  time  a  member  of  the 
firm. 


Iiutitute   of   Accountants  and  Actuaries  in  Glasgow. 


The  report  by  Mr.  Alexander  Sloan,  C.A..  the  Secretary, 
for  the  year  1906  is  as  follows  : — 

The  Council  beg  to  submit  their  annual  report. 

The  membership  at  ist  January  1906  stood  at  four  hundred 
and  seventy-nine.  Three  deaths  took  place  during  the  year 
— viz.,  those  of  Mr.  Archibald  Francis  Hamilton,  Mr. 
George  Gilfillan  Vallentine  (Johannesburg),  and  Mr.  John 
Burnett  Walker  (Honolulu).  Twenty- three  new  members 
were  admitted  in  the  course  of  the  year,  and  at  31st 
December  there  were  four  hundred  and  ninety-nine  on  the 
roll.  A  statement  of  the  membership  will  be  found  in  the 
appendix. 

The  examinations  under  the  General  Examining  Board 
were  held  in  June  and  December  as  in  former  years. 
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copy  of  the  Board's  report  is  issued  herewith,  and  a  list  of 
the  candidates  connected  with  the  Institute  who  satisfied 
the  examiners  will  be  found  in  the  appendix,  along  with  a 
table  showing  the  comparative  results. 

The  number  of  entrants  for  the  Preliminary  Examination 
was  one  hundred  and  seventeen,  being  eleven  less  than  in 
1905,  while  for  the  Intermediate  the  number  was  one 
hundred  and  one  (of  whom  fifteen  were  for  re-examination), 
being  five  more  than  in  1905.  For  the  Final  forty-five 
candidates  entered  for  the  whole  examination  (of  whom  nine 
were  for  re-examination),  and  fifty-seven  for  one  division  only 
(of  whom  twenty- five  were  for  re-examination),  being  an 
increase  of  forty-two  on  the  total  entry.  Mr.  John  David 
Gatheral  passed  with  distinction,  and  received  the  usual 
prize  of  ^5  5s.,  the  value  of  which  he  took  in  books. 

The  Tutorial  Classes  have  been  carried  on  as  formerly, 
but  the  Council  regret  that  there  has  not  been  a  larger 
attendance  during  the  year.  These  classes  the  Council 
believe  to  be  of  a  highly  educative  character,  and  they 
strongly  recommend  them  to  all  young  men  training  for  the 
profession. 

The  report  of  the  Library  Committee  will  be  found  in  the 
appendix. 

As  in  former  years  a  short  course  of  lectures  was  arranged 
for  in  the  early  part  of  the  year,  under  the  joint  auspices  of 
the  Bankers'  Institute  and  the  Chartered  bodies.  The 
lecturer  was  Professor  Nicolson  of  Edinburgh  University, 
who  chose  for  his  subject — *'  Municipal  and  Public  Finance." 
The  lectures  were  delivered  in  the  month  of  February,  in 
Edinburgh,  Glasgow,  and  Dundee,  and  were  well  attended. 

The  question  of  the  preparation  of  a  table  of  fees  has 
engaged  the  attention  of  a  Committee  of  the  Council  during 
the  year.  It  has  proved,  as  was  anticipated,  an  arduous 
task,  but  the  work  has  now  reached  such  a  stage  as  renders 
it  probable  that  a  report  on  the  subject  may  be  issued  to  the 
members  before  the  quarterly  meeting  in  April. 

The  Council  have  resolved  to  appoint  annually  Standing 
Committees  of  their  number,  with  additions  in  certain  cases 
from  the  general  membership,  to  deal  with  the  following 
matters,  viz.  :  (i)  Examinations ;  (2)  Tutorial  Classes  ;  (3) 
Parliamentary  and  Law  matters  ;  (4)  Professional  Etiquette  ; 
(5)  Library  and  Hall ;  and  (6)  Finance. 

The  members  of  Council  who  fall  to  retire  at  this  time  are 
Messrs.  Robert  Reid,  R.  C.  Mackenzie,  and  Dugald 
Bannatyne.  In  terms  of  the  constitution  they  are  not 
eligible  for  re-election  until  the  expiry  of  another  year. 

Four  new  members  fall  to  be  elected,  and  the  Council 
recommend  the  election  of  the  following  gentlemen,  viz. : 
Messrs.  Patrick  H.  Aikman,  J.  C.  Robertson  (Dundee), 
Chas.  D.  Gairdner,  and  John  T.  Rankin. 


In  terms  of  the  joint  agreement,  five  members  fall  to  be 
elected  at  the  annual  general  meeting  to  represent  the 
Institute  on  the  General  Examining  Board.  The  present 
representatives,  in  addition  to  the  President  ex-officio^  are 
Messrs.  Ninian  Glen,  M.A.,  F.F.A.,  Joseph  Patrick,  M.A., 
Alexander  Moore,  Junr.,  John  Mann,  Junr.,  M.A.,  and 
Alexander  Sloan.    They  are  all  eligible  for  re-election. 

Three  members  also  fall  to  be  elected  at  the  annual  general 
meeting  to  represent  the  Institute  on  the  Joint  Committee  of 
the  English,  Scottish,  and  Irish  Chartered  bodies.  The 
present  representatives  are  Messrs.  Thomas  Jackson,  John 
Annan,  and  Alexander  Sloan.  The  Council  recommend  the 
re-election  of  these  gentlemen.  The  Joint  Committee  has 
not  met  since  21st  June  1905. 

Report  by  the  Library  Committee. 

During  the  year  833  volumes  and  pamphlets,  as  detailed 
in  the  Quarterly  Supplements,  have  been  added  to  the 
Library.  Of  these  130  volumes  were  presented  by  the 
following  members,  societies,  and  others,  viz. : — Messrs. 
William  George  Black,  F.S.A.Scot. ;  Arch.  Hewat,  F.F.A., 
F.I. A. ;  A.  K.  Chalmers,  M.D. ;  Thomas  Adam,  M.A. ; 
T.  S.  Cree,  LL.D. ;  Francis  W.  Pixley,  F.C.A. ;  the 
trustees  of  Mrs.  Honyman  Gillespie,  of  Torbanehill ;  Chair- 
man and  Directors  of  Scott's  Shipbuilding  and  Engineering 
Co.,  Lim. ;  tlie  City  Chamberlain,  the  Treasurer  of  the 
Clyde  Navigation  Trust,  the  Directors  of  Baillie's  Institu- 
tion, the  Chartered  Accountants  Students'  Society  of 
London,  the  Council  of  the  Institute  of  Accountants  in 
Natal,  and  the  following  members : — Messrs.  Bannatyne. 
Cadell,  Clapperton,  Forsyth,  Guthrie,  Alex.  Macindoe, 
Mann,  Junr.,  Moore,  Junr.,  Naismith,  and  Sloan.  The 
Committee  desire  to  record  their  thanks  for  these  donations. 

The  number  of  volumes  borrowed  during  the  year  has 
been  3,484,  being  1,222  more  than  in  last  year,  and  2,067 
more  than  in  1904 — a  result  that  is  most  gratifying  to  the 
Committee.  The  details  of  the  different  classes  are  shown 
in  the  following  comparative  statement  :— 

1904  1905  1906 
Bookkeeping,  Accounting,  and 

Auditing         506  911  1,045 

Actuarial  Science  and   Insur- 
ance       29  51  81 

Law,  including  Income-tax    ..  594  730  1,080 
Economics,      Banking,      and 

Sociology 77  189  408 

History,  Travel,  &  Geography  25  100  279 

Biography         38  141  333 

General  Literature      ..         ..  41  24  163 

Miscellaneous 107  iz6  95 

1,417  2.262    3,484 
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The  new  catalogue  was  completed  and  issued  during 
the  year. 

A  Guard-book  Catalogue,  in  seven  volumes,  is  now  in 
course  of  preparation,  and  will  shortly  be  available  for  use 
in  the  Library.  This  Guard-book  Catalogue  embraces  the 
entries  in  the  printed  catalogue,  as  well  as  entries  for  all 
books  subsequently  added  to  the  Library,  and  it  is  proposed 
to  ba\*e  it  kept  up  to  date  by  the  insertion  of  entries  for  all 
new  books  as  they  are  acquired.  The  Committee  anticipate 
that  this  catalogue  will  prove  of  great  convenience  and 
service  to  the  members. 

The  cost  during  the  year  of  new  books  (apart  from 
periodicals  and  the  cost  of  rebinding)  has  been  £^^']  4s., 


against  /168  os.  3d.  and  £201  9s  5d.  in  the  two  previous 
years. 

The  Committee  have  to  thank  a  number  of  the  members 
and  apprentices  for  the  assistance  they  have  given  by 
entering  books  in  the  Suggestion  Book,  and  they  would 
like  to  see  still  more  use  made  of  that  book.  The  Com- 
mittee endeavour  to  anticipate  the  general  wants  of  the 
members,  but  suggestions  by  individuals  are  invaluable. 

On  behalf  of  the  Committee, 

T.  A.  Craig, 

Convtner. 


TREASURER'S    ACCOUNTS. 
Income  and  Expenditure  Account  for  the  Year  ending  31st  December  1906. 


Ordinary  Exptndiiure. 

£     8    d       £    s    d 
Expenses  of  Management  :— 
Salaries— Secretary,  Treasurer,  and  Auditor. .      260  xo    o 

Law  Charges 4  i9    o 

Printing,  Advertising,  and  Stationery-  . .  88    5    x 

Sundries  47  "    9 

401    5  10 

Expenses  of  Examinations  :— 

Proportion    of  General    Examining    Board's 
Expenses,  payable  by  Glasgow  Institute  105    o    5 

Expenses  in  connection  with  Tutorial  Classes  :— 

Fees  paid  to  Lecturers,  and  other  Expenses  . .      758  11    3 
Dediut     Fees    received     from 

Students 476    7    4 

Las  Amount  applicable  to  next 

Session 18  13    8 

457  "    8 

100  19    7 

Expense  of  Course  of  Lectures  during  Winter 

iproportion) 14    7    3 

Expenses  in  connection  with  Official  Directory. .  29  12    2 

Library:— 

Paid  for  Magazines,  Re-binding  Books,  &c.   . .  40  12  xi 

Oovemment  Corporation  Duty       19    o    5 

Expenses  in  connection  with  218  St.  Vincent  St.  :— 

Salaries 150  10    o 

Fuel,  Lighting,  Cleaning,  Repairs,  &c 27516    0 

Kates  and  Taxes X27  11    8 

Insurance       14  13    6 

568  12  II 

Depreciation :— 

Heritable  Property—Depreciation  written  off 
value  of  Buildings,  viz.,  x%  on  £9,091  8s.  6d.       90  18    3 

Famitore  and  Fittings— Depreciation  written 
off  value Ill    5    5 

Library — Depreciation  written  off  value,  \iz., 

10%  on  £1,407  i4»-  3d 140  15    5 

342  19    I 

£1.622    9    7 

Extraordinary  Expenditure. 

£     5    d       £     s    d 
Deficiency  of  Ordinary  Income  brought  down  . .  407  xi    7 

Outlay  on  New  Library  Catalogue 534  to    o 

Less  Amount  charged  against  previous  years. .      165  17    a 

368   Z2   10 

Expenses  of  further  Cataloguing 61    8    i 

Surplus  for  year,  carried  to  Balance  Sheet  375    9    o 

£i,ai3    I    6 


Ordinary  Income. 

£     s 
Annual  Subscriptions : — 
491  Members  at  21s.,  and  Arrears  collected, 

£3  3s 518  14 

125  Associates  at  ss.,  and  Arrears  collected, 

15s 32    o 

366  Apprentices  at  5s 91  xo 

Apprenticeship  Dues 

Revenue  from  Heritable  Property :—  ^ 
Rent  from  the  Institute  of  Bankers  for  joint 

use  of  Premises X2o    o 

Rent  of  Hall  for  Mercantile  Law  Class  . .  55 

Hire  of  Hall  for  Meetings 3^12 

Rent  of  Stables        11    5 

Rent  of  Rooms  as  Stores 60 

Dividends  and  Interest  

Deficiency  of  Ordinary  Income  carried  down  . . 


Extraordinary  Income. 


£     s    d 


642    4 
137  II 


176  a 
259  X 
407  IX 


Entry-Money  :— 

23  New  Members  at  £52  lofl.  each 
Share  of  further  Sales  of  "  History  of  Accounting  ' 


£1,622    9    7 


£      s    d 

1,207  10  o 
5  II    6 


£2,213    I    6 
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Balance  Sheet  as  at  31st  December  1906. 


LiabUitUs. 

Capital :—  £ 

As  at  31st  December  190S          24,93914 

Surplus  Income  for  year          375    9 

Annual  Subscriptions  paid  in  advance . . 
Tutorial  Class  Fees  paid  in  advance     . . 

Amount  due  Treasurer 264  14 

Ltss  in  Union  Bank  of  Scotland,  Lim.,  on 
Current  Account  4  12 


s    d       £      s    d 


25.315  3 
6  zi 
18  15 


260    2    4 


£25.600  12    2 


Assets. 
Heritable  Property :—  £      s    d 

Purchase  Price  of  Subjects,  218  St.  Vincent 

Street,  as  at  31st  December  1898    . .        . .     9,578  14    s 
Cost  of  Alterations  as  at  3zst  December  1901    4,981    4    9 

i4>5S9  19    a 
Less  Depreciation  on  Estimated  Value 
of  Buildings:— 
Written  ofif  to  31st  Dec. 

1905       £468  10    8 

For   Year   ending   31st 
Dec.  1906,  at  z%  on 

£9,091  86.  6d 90  z8    3 

559    fr" 

Furniture  and  Fittings  :— 
Amount  thereof  as  at  31st  December  1905  . .     1,586  iz  ix 
Amount  paid  during  year         208  zz    3 

1,795    3    3 
Less  Depreciation m    5    5 

Library : — 
Books,  as  at  3zst  December  Z905        ..        ..     z,z2o  zo    3 
Amount  paid  durinff  year  for  Books  . .  247    4    o 

Grant  to  Dundee  Members  for  Purchase  of 
Books       40    o   o 

1,407  U    3 
Less  Depreciation  at  to% 140  15    5 

Stocks  and  Shares  at  Cost : — 

£620  North  British  Railway  Company  4% 

Preference  Stock  No.  2         ..        ..       822    o    2 
£z, 200  Ditto       ditto       3%  Lien  Stock        ..     z,z52    x    3 
£500  EHtto       ditto       3%  Debenture  Stock       459    4    ^ 
£300  Glasgow  &  S.W.  Railway  Company  4% 

Preference  Stock  No.  2  . .  . .  39^  3  3 
£200  Ditto  ditto  4%  Debenture  Stock  285  6  z 
£625  Highland     Railwav     Company     4)% 

Preference  Stock         90Z  z6    5 

£z,Z5o  Caledonian    Railway    Company     4% 

Debenture  Stock        .,        ..        ..     1,498    ^    7 
£800  Ditto       ditto      No.  z  Anfiuities  Stock     z,oo7  15    3 
£1,500  Glasgow  Corporation  3)%  Irredeem- 
able Stock         1,670    o    6 

£500  Ditto       ditto       3%  Stock  (Redeem- 
able 192Z)  46Z  Z5    8 


£      s   d 


z4,ooo  zo    3 


1.683  17   9 


z,266  18  10 


8,649    5    4 


£25,600  Z2     3 


T.  A.  Craig,  C.A.,  Treasurer. 
Glasgow,  lith  January  Z907. 


Examined  and  found  correct. 


John  Wilson,  C.A.,  Auditor. 


Results  of  Examinations. 
The  following  tables  show  the  results  of  the  Examinations 
and  the  number  of  candidates  connected  with  the  Glasgow- 
Institute,  as  compared  with  the  total  numbers  given  in  the 
General  Examining  Board's  Report,  and  will  be  of  interest 
to  the  members : — 

Preliminary  Examination. 


No.  of 
Candi- 
dates 

Passed 

Failed 

Percent,  of  Failures 

Z906            Z905 

Total  No.  of  Entrants. . 
From  Glasgow  .. 

z6o 
105 

"^ 

56 
37 

35* 
35a 

43* 
495 

In  addition  to  the  candidates  who  passed  this  examination 
thirty-three  apprentices  were  allowed  exemption  from  it  on 
production  of  the  requisite  School  Leaving  or  other  equiva- 
lent Certificates,  of  whom  twenty-five  were  from  Glasgow. 

Intermediate  Examination, 


No.  of 
Candi- 
dates 

Passed 

Failed 

Per  cent,  of  Failures 

Z906 

1905 

Total  No.  of  Entrants.. 
From  Glasgow   .. 

145 
zoo 

86 
55 

59 
45 

407 
445 

21*2 
20-8 
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Final  Examination. 


1906 

1905 

Nos. 

Per  cent. 

Nos.    1  Per  cent. 

Wholk  Examination. 

ToUl  Dumber  of  Candidates      . . 
FroffiGlasf^ow        

84 
45 

42-8 
42-a 

333 
37-8 

1*2 
2-2 

66 
29 

Of   toul    number    passed    both 

Divisions 

From  Glasgow         

Of    total    number   passed   First 

Division  only       

From  Glasgow        

Of  total  number  passed  Second 

Division  only       

From  Glasgow        

Of  total  number  failed  in  both 

Divisions 

From  Glasgow        

36 
19 

a8 
17 

2 
I 

18 
8 

33 
14 

13 

5 

0 
0 

20 
10 

50- 
482 

197 

17* 

30*3 
34*4 

First  Division  Only. 

Tocal  number  of  Candidates 
From  Glasgow        

26 
30 

385 

40- 

22 

II 

681 
818 

i8-i 

Of  toul  number  passed    . . 

From  Glasgow        

Of  total  number  failed 

From  Glasgow        

16 
12 
10 
8 

15 
9 

7 

2 

Second  Division  Only. 

Total  number  of  Candidates 
From  Glasgow        

58 
37 

39-6 
43*2 
604 
56-8 

40 
27 

47-5 
407 
52-5 
59*2 

Of  toul  number  passed    . . 

From  Glasgow        

Of  toul  number  failed 

From  Glasgow        

23 

16 
35 

31 

19 
II 
21 
,6 

Statement  of  Membership  as  at  31st  December  1906. 


Members  at  date  of  Charter 

Deaths  to  31st  December  1906        

Original  Member  surviving  at  31st  December  2906 

Members  admitted  since  1855  to  31st  December  1905 . .      559 
Members  admitted  in  1906 23 

582 

Deaths.  Resignations,  &c.,  up  to  31st  December  1905. .        81 
Deaths  during  1906 3 

— 

Total  Membership  of  the  Institute  at  31st  December  1906  . . 


498 
499 


The  Bankruptey  Refonn  MoTement. 


A  meeting  of  the  East  of  Scotland  Bankruptcy  Reform 
Association  was  held  on  the  6th  inst.  at  5  St.  Andrew  Square, 
Edinbnrgh.  Mr.  H.  W.  Hunter  presided,  and  explained 
that  the  object  of  these  lectures  was  to  make  them  all  better 
acquainted  with  the  present  system  of  winding-up  estates 
both  in  Scotland  and  in  England,  so  that  the  best  features 
might  be  taken  from  each,  and  the  worst  features  of  both 
avoided.  The  time  ^)peared  ripe  for  drastic  changes  in  the 
systems  of  both  countries.  A  paper  was  read  by  Mr.  Harry 
L.  Price,  Manchester,  on  the  subject  of  *'  English  Bank- 
ruptcy Procedure."  He  described  the  relative  Acts,  and 
pointed  oat  where  certain  reforms  might  be  instituted.    The 


Act  for  punishing  fraudulent  debtors,  he  said,  was  not, 
unfortunately,  put  into  use  as  much  as  it  might  or  ought  to 
be,  and  the  whole  diflficulty  centred  in  the  proof  of  the  bank- 
rupt's intent  to  defraud.  It  ought  not  to  be  for  the  creditors 
to  prove  [that,  but  for  the  debtor  to  show  that  he  had  no 
such  intention.  He  held  that  there  should  be  an  extension 
of  the  punitive  powers  contained  in  the  Debtors  Act. 
Particular  care  should  be  taken  to  make  it  an  offence  that 
proper  books  had  not  been  kept,  as  was  the  case  under  the 
French  law.  Then  the  punishment  should  be  short  and 
sharp,  for  to  leave  a  man  undischarged  was  dangerous  to 
the  trading  community*  The  net  annual  loss  to  creditors 
in  England  and  Wales  by  insolvent  estates  amounted  to 
nearly  ^9,000,000  per  annum. 


AbeFdeen  Chartered  Aeoonntaiits  Students'  Society. 


Under  the  auspices  of  the  Aberdeen  Chartered  Accoun- 
tants Students'  Society,  Mr.  James  M.  Dickie  delivered  a 
paper  on  '*  The  Costing  and  General  Management  of  Mining 
Accounts."  in  Messrs.  Meston's  office,  Golden  Square, 
Aberdeen,  on  the  7th  inst.  The  paper  was  followed  by  an 
interesting  discussion  led  off"  by  Mr.  P.  Leask.  M.A.  Mr. 
George  Smith,  C.A.,  occupied  the  chair,  and  the  lecturer 
was  accorded  a  very  hearty  vote  of  thanks  for  his  paper. 


Bankrupt  Estates  and  Poor  Law  Assessment. 


The  Parish  Council  of  Edinburgh  sued  in  Edinburgh 
Sheriff  Court  the  trustees  of  the  late  David  Forsyth,  S.S.C., 
the  holders  of  a  bond  over  property,  9  St.  Peter's  Place, 
Edinburgh,  for  owner's  arrears  of  poor  rates,  in  respect  that 
the  owner  had  left  Edinburgh  after  cessio  had  been  granted, 
and  leaving  no  estate.  The  bond -holders  had  sold  the 
property,  which  realised  less  than  the  amount  of  the 
bond  and  interest.  Sherifi  Guy  decided  that  as  the 
88th  Section  of  the  Poor  Law  Act  inter  alia  provided  that  all 
assessments  for  the  relief  of  the  poor  shall,  in  case  of  bank- 
ruptcy  or  insolvency,  be  paid  out  of  the  first  proceeds  of  the 
estate,  and  shall  be  preferable  to  all  other  debts  of  a  private 
nature  due  by  the  parties  assessed  the  bondholders  were 
liable.  In  his  view,  the  heritable  estate  remained  the  estate 
of  the  debtor,  and,  on  being  sold,  was  being  applied  in  pay- 
ment of  his  heritable  debt  preferable  as  against  other 
ordinary  creditors,  but  that  the  heritable  creditor  was  not 
entitled  to  the  whole  of  the  estate  to  the  exclusion  of  the 
Parish  Council,  as  the  heritable  creditor's  debt  was  a  debt 
of  a  private  nature. 
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Scottish  InBolveiicies. 


For  the  week  ending  9th  March  the  number  of  insolvencies 
reported  in  Scotland  was  27,  as  compared  with  33  in  the 
corresponding  week  of  last  year.  The  trust  deeds  numbered 
9,  as  compared  with  15  ;  the  sequestrations  7,  as  compared 
with  7;  and  the  petitions  for  cessio  11,  being  the  same 
number  as  last  year.  The  total  for  the  ten  weeks  of  the 
year  is  266,  as  compared  with  256  last  year— the  trust 
deeds  numbering  128  against  117,  the  sequestrations  50 
against  64,  and  the  petitions  for  cessio  88  against  75. 
Of  the  9  trust  deeds  reported  during  the  week,  4  were 
granted  in  favour  of  Chartered  Accountants.  Six  volun- 
tary liquidations  of  limited  liability  companies  were  gazetted 
during  the  week,  making  35  for  the  ten  weeks. 
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Ezttact  from  AudiHngt  by  Lawkencb  R.  Dicksbk,  F.CA. 
{Pag»  190) 
Liomutd  Hotttta  present  some  rather  special  features.  The  goodwill 
trtaoWng  to  the  lleense  gives  the  lease  or  freehold  of  licensed  premises 
ft  msifcet  valne  greatly  in  excess  of  their  real  value  as  buildings.  To 
be  properly  oonsidered,  the  value  of  the  premises  and  the  license  must 
be  separated.  The  former  should  be  depreciated  in  the  nsual  way, 
leftving  the  license  alone  to  be  considered.  A  license  on  freehold  pre- 
mises does  not  depreciate,  but  a  license  on  leasehold  premises  passes 
ftway  with  the  premises  and  most  thereibre  be  depreciated  like  a  lease. 
4  Hoeaae  may  at  any  time  be  lost — either  for  misconduct  or  for  no  reaF 
ton  but  this  Is  a  contin^enoy  outside  the  scope  of  depreciation.  It 
^ajt  however,  be  provided  against  by  Insurance,  which  would  appeal 
'9  be  a  most  prudent  gourse  to  adopt 
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XeaMng  Brttcles« 


Bankruptcy  Reform. — I. 


r\UR  readers  will  not  have  failed  to  notice  the 
^  interesting  articles  on  Bankruptcy  Reform 
by  Mr.  Allen  Edwards,  F.C.A.,  which  we 
have  been  able  to  reproduce  in  our  issues  of  the 
2nd  and  23rd  ult.  as  a  result  of  the  courtesy  of 
the  editor  of  The  Jeweller  and  Metalworker. 
Mr.  Edwards  has  enjoyed  considerable  experi- 
ence as  a    bankruptcy    practitioner,   and    ir 
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connection  with  the  jewellery  trade  that 
experience  is  probably  unique.  Very  consider- 
able interest  thus  attaches  to  his  views  upon 
the  subject,  for  the  requirements  of  the 
jewellery  trade  are  in  some  respects  exceptional, 
and  thus  can  only  be  duly  appreciated  by  one 
who  has  given  much  careful  attention  and 
consideration  to  the  subject. 

It  is  not  our  purpose  to  deal  seriatim  with 
each  of  the  points  put  forward  by  Mr.  Edwards, 
nor  do  we  propose  to  take  the  present  oppor- 
tunity of  dealing  generally  with  the  subject  of 
bankruptcy  reform  as  a  whole,  for  we  have 
already  discussed  the  matter  in  general  terms 
quite  recently.  Our  present  purpose  is  rather 
to  draw  attention  to  one  or  tv/o  of  the  more 
important  points  suggested  by  a  study  of  these 
articles,  and  to  consider  how  far  certain 
recommendations  (obviously  made  primarily  in 
the  interests  of  the  jewellery  trade)  could,  in 
practice,  be  embodied  in  any  general  scheme  of 
legislation. 

Taking  first  the  paper  which  appeared  in  our 
issue  of  the  2nd  ult.,  one  of  the  principal 
suggestions  is  that  bankruptcy  practitioners 
should  be  compelled  to  take  out  annually  from 
the  Board  of  Trade  certificates  entitling  them 
to  act  as  bankruptcy  trustees.  We  are  not 
quite  clear  as  to  whether  Mr.  Edwards 
suggests  that  these  certificates  should  be  also 
compulsory  in  the  case  of  trustees  under  private 
arrangements,  but  the  need  for  some  such 
measure  of  control  is,  of  course,  even  greater 
there  than  in  bankruptcy,  where  the  same  end 
is  already  served  to  a  large  extent  by  the  power 
of  veto  possessed  by  the  Board  of  Trade.  We 
are  inclined  to  think,  however,  much  as  we 
dislike  unnecessary  officialism,  that  the  annual 
certificate  arrangement  would  be  preferable  to 
the  existing  control  by  veto,  as  it  would  provide 


the  Board  of  Trade  with  a  convenient  means 
of  removing  an  unsatisfactory  trustee  in  cases 
where  absolute  misconduct  could  not  be  conclu- 
sively proved,  but  where  there  was  abundant 
evidence  that  the  creditors'  interests  would 
suffer  by  his  continuing  in  office.  In 
this  connection  we  would  suggest  that  it 
might  prove  advantageous  in  practice  if  the 
various  insurance  companies  were  only  required 
to  give  bonds  for  six  months  at  a  time.  This 
would  double  their  opportunities  of  reviewing 
their  engagements,  and,  if  they  thought  fit, 
declining  to  renew,  thus  establishing  a  more 
effective  means  of  supervision  and  control  over 
the  financial  status  of  a  trustee  after  he  had 
been  once  appointed. 

The  suggestion  that  the  accounts  of  trustees 
under  deeds  should  be  subjected  to  the  Board 
of  Trade  audit  is,  of  course,  not  novel,  but  it 
represents  one  of  the  most  urgent  needs  of  the  | 
moment.  The  power  of  auditing  accounts  of 
transactions  after  the  event  is,  however,  of  \ 
comparatively  little  value  unless  accompanied 
by  some  method  of  control  over  the  original 
appointment  of  the  trustee,  upon  the  same 
lines  as  that  obtaining  in  connection  with 
bankruptcy.  We  are  not  at  all  sure  that  the 
simplest  way  of  arranging  this  would  not  be  to 
provide  that  all  deeds  purporting  to  assign 
property  to  a  trustee  for  the  benefit  of  creditors 
shall  be  deemed  to  be  an  assignment  to  the 
Official  Receiver  for  the  district,  as  trustee, 
unless  prior  to  the  execution  of  such  deed 
the  trustee  nominated  thereunder  has  given 
the  security  required  by  the  Board  of  Trade, 
and  received  its  certificate  confirming  his 
appointment.  If  such  a  provision  were  enacted, 
however,  it  would,  of  course,  be  necessary  to 
add  a  further  clause  enabling  the  creditors 
to  appoint,  their  own  trustee,  in  place  of  the 
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Official  Receiver,  upon  lines  similar  to  those 
obtaining  in  bankruptcy  matters. 

The  recommendations  with  regard  to  dis- 
charge are  worthy  of  careful  consideration, 
although  they  hardly  appear  to  us  to  entirely 
meet  the  case.  Bearing  in  mind  the  enormous 
percentage  of  comparatively  heavy  failures  on 
the  part  of  aliens,  we  would  suggest  that  in  the 
event  of  an  alien  being  adjudicated  bankrupt, 
on  his  passing  his  public  examination  it  should 
be  the  duty  of  the  officer  of  the  Court  then 
presiding  to  forward  a  report  to  the  Home 
Secretary  reciting  the  circumstances  of  the 
failure,  and  recommending  the  expulsion  of  the 
bankrupt  from  this  country  ;  with  a  proviso  that 
in  the  event  of  the  creditors  in  the  bankruptcy 
being  paid  in  full,  and  the  bankruptcy  annulled, 
the  order  for  the  expulsion  of  the  bankrupt — 
which  would,  in  the  ordinary  course  of  events, 
follow  upon  the  report  to  the  Home  Office — 
should  be  regarded  as  having  been  formally 
discharged.  It  seems  to  us  that  the  expulsion 
of  alien  undischarged  bankrupts  would  go  far 
towards  reducing  preventable  losses  arising 
through  insolvency ;  and  so  far  as  we  can  see 
there  is,  from  a  business  point  of  view,  no  more 
undesirable  class  of  alien  than  the  typical  one 
that  comes  over  to  this  country  with  little  or 
no  capital,  fails  two  or  three  times,  and  then 
returns  to  his  own  country  with  a  competence. 
Prosecutions  hardly  meet  the  case :  they  are 
expensive  and  frequently  abortive  ;  while  even 
where  they  are  successful,  and  a  short  term  of 
imprisonment  is  imposed,  their  effect  is  rarely 
deterrent,  even  upon  the  individual.  Certainly, 
they  have  no  deterrent  effect  whatever  upon 
the  class. 


The  Appreciation  of  Municipal  Assets. 


TN  our  issue  of  the  gth  inst.  we  were  able  to 
*  place  before  our  readers  the  full  text  of  the 
paper  on   the  above    subject,    read    by    Mr. 


Francis  G.  Burton,  F.S.A.A.,  at  a  recent 
meeting  of  the  Manchester  Statistical  Society, 
which  has  already  excited  a  good  deal  of  com- 
ment in  these  columns  and  elsewhere. 

It  hardly  appears  to  be  necessary  for  us  to 
discuss  this  paper  at  length  at  the  present  time, 
inasmuch  as  its  most  interesting  point  is 
undoubtedly  its  references  to  the  policy 
pursued  by  the  Manchester  Corporation — and, 
so  far  as  we  are  aware,  by  the  Manchester 
Corporation  alone — of  writing  up  its  assets  in 
accordance  with  the  result  of  a  periodical 
revaluation,  and  treating  the  paper  surplus 
thereby  shown  as  a  profit  available  for  the 
relief  of  rates.  In  his  letter,  which  appeared 
in  our  issue  of  the  23rd  ult.,  Mr.  Burton  stated 
that  the  amount  actually  applied  to  the  relief 
of  rates  is  provided  by  revenue,  and  not  by 
loans,  and  in  support  of  that  contention  he 
mentioned  that,  although  the  amount  applied 
in  relief  of  rates  in  the  Markets  Department 
had  exceeded  the  surplus  income  by  3^4,296, 
Revenue  Account  found  the  gold,  as  at  the  date 
referred  to  the  Markets  Committee  had 
3^2,611  los.  6d  at  the  bank  and  ^f 2,504  iis.Sd. 
owing  by  Sundry  Debtors.  It  seems  to  us 
that  there  is  some  confusion  here.  Profits 
represent  the  excess  of  earnings  received,  or 
shortly  to  be  received,  over  current  expendi- 
ture paid,  or  shortly  to  be  paid ;  and  thus, 
subject  to  a  necessary  fluctuation  from  time  to 
time  according  as  the  floating  assets  and  liabili- 
ties outstanding  vary,  surplus  income  or  net 
profit — whichever  it  may  be  called — is  repre- 
sented for  Balance  Sheet  purposes  by  a  corre- 
sponding increase  in  the  surplus  of  floating 
assets  over  floating  liabilities,  and  ultimately 
by  a  corresponding  increase  in  cash.  Con- 
versely, every  increase  in  cash  that  is  not  the 
result  of  increasing  fixed   liabilities — i.e.,  the 
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proceeds  of  a  loan,  or  the  result  of  selling  fixed 
assets — must  be  brought  about  by  net  profits 
having  been  earned  and  realised;  and  this  pro- 
position is  only  subject  to  the  qualification  that 
temporarily  an  increased  cash  balance  may  be 
obtained  by  reducing  floating  assets  or  by 
increasing  floating  liabilities.  Ultimately, 
however,  whatever  the  precise  position  may 
accidentally  be  at  any  precise  date,  any  money 
paid  away  in  excess  of  true  profits  earned  must 
have  the  effect  of  reducing  working  capital; 
and  when  working  capital  has  been  entirely 
depleted  in  this  way,  the  only  possible  means 
of  permanently  provl  iing  the  money  necessary 
for  a  distribution  in  excess  of  true  profits  is 
either  by  selling  fixed  assets  or  by  creating 
additional  debt. 

It  is  because  unrealised  profits,  however  real 
they  may  be  as  a  question  of  value,  are 
physically  incapable  of  division,  that  it  is,  from 
an  accountant's  point  of  view,  so  highly  objec- 
tionable that  they  should  be  divided.  Such 
division  can,  in  the  long  run,  only  have  the 
effect  of  depleting  the  working  capital  of  the 
undertaking  and  causing  financial  embarrass- 
ment. From  one  point  of  view  it  might  be 
argued,  following  the  theories  advanced  by 
many  of  our  leading  economists,  that  profit  is 
the  difference  between  the  value  of  the 
capitalist's  advances  and  the  value  of  the 
returns — that  is  to  say,  the  difference  between 
the  value  of  the  amount  of  capital  brought  into 
the  business  and  the  excess  of  the  value  of  the 
assets  in  the  business  over  the  liabilities  of  the 
business,  allowing  for  any  additions  or  with- 
drawals of  capital  that  may  have  taken  place 
in  the  meantime.  But,  however  convenient 
this  theory  may  be  to  theorists,  those  practical 
persons  who  desire  to  ascertain  profits,  with 
the  object  of  learning  how  much   they  may 


safely  withdraw  from  the  business  without 
crippling  it  for  future  operations,  must  adopt  a 
different  standard,  and  rigorously  exclude  from 
their  calculations  of  profits  all  appreciations  in 
value  which,  however  real,  will  never  be  turned 
into  cash,  and  therefore  can  never  swell  the 
amount  of  cash  available  for  distribution. 

We  must  confess  that  we  are  a  little  sur- 
prised that  none  of  our  Manchester  readers 
should  have  taken  part  in  the  discussion  on  this 
point  that  has  so  far  appeared  in  these 
columns.  Presumably,  some  at  least  must 
consider  the  Manchester  Corporation's  methods 
of  accounting  sound,  for  the  Council's  accounts 
have  for  many  years  past  been  professionally 
audited,  and  as  the  system  has  invariably  been 
to  appoint  the  auditors  for  a  term  of  years 
only,  several  Manchester  firms  must  in  conse- 
quence have  considered  and  sanctioned  the 
principles  upon  which  municipal  profits  are 
there  computed.  It  would  be  interesting  to 
know  whether  it  is  suggested  that  in  this 
respect  the  problems  of  corporation  accounting 
differ  altogether  from  similar  problems  in  con- 
nection with  business  concerns,  as  it  has 
already  been  argued  by  some  that  the  muni- 
cipal attitude  towards  the  depreciation  question 
is  a  problem  distinct  in  itself;  or,  failing 
that,  whether  it  is  contended  that  the  facts  are 
not  as  has  been  stated  by  Mr.  Burton  in  his 
paper;  or,  yet  again,  that  in  some  obscure  way 
the  Manchester  Corporation  possesses  the 
power  of  applying  moneys  towards  the  relief  of 
rates  which  have  been  or  will  have  to  be  raised 
by  means  of  further  loans.  Possibly  there  may 
be  yet  other  arguments  to  be  put  forward  in 
support  of  a  system  which  prima  facie  seems 
pernicious  in  the  extreme ;  but,  whatever  the 
arguments  may  be,  they  ought,  we  think,  to 
be  disclosed,  in  justice  to  those  responsible  for 
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bringing  about  the  present  position  of  affairs ; 
ajid  we  trust  that  some  of  these  will  sufl&ciently 
appreciate  the  importance  of  the  matter  to 
provide  the  necessary  explanations,  which  we 
are  convinced  are  as  eagerly  awaited  by  our 
readers  as  by  ourselves. 


Company  Law  Reform. 


'PHE  House  of  Lords  on  the  14th  inst. 
passed  the  second  reading  of  the  Com- 
panies Billy  introduced  on  behalf  of  the 
Government  by  Earl  Granard,  which  is  stated 
to  be  founded  upon  the  recommendations  of 
the  recent  Company  Law  Amendment  Com- 
mittee. Another  Company  Bill  has  also  been 
introduced  by  Lord  Avebury,  which,  while 
less  ambitious,  is  also  a  less  controversial 
measure.  The  chief  provisions  of  the  Govern- 
ment Bill  are  apparently  to  require  companies 
that  do  not  issue  a  prospectus  to  file  a  state- 
ment containing  the  particulars  that  would 
have  to  be  disclosed  in  a  prospectus  if 
one  were  published;  to  extend  the  require- 
ments as  to  the  registration  of  floating 
charges  to  mortgages  or  charges  on  land 
and  on  book  debts;  to  remove  doubts 
as  to  the  validity  of  irredeemable  deben- 
tures and  debenture  stock ;  to  sanction  the 
granting  of  options  to  purchase  given  to  mort- 
gagees or  debenture-holders ;  to  authorise  the 
reissue  of  debentures  surrendered  or  redeemed ; 
and  to  render  a  contract  to  take  debentures 
enforceable  by  an  action  for  specific  perform- 
ance. Other  provisions  require  the  filing  of 
an  annual  Balance  Sheet ;  authorise  the  pay- 
ment of  interest  out  of  capital  during  the  con- 
struction of  works ;  give  power  to  the  Court  to 
relieve  directors  from  the  consequences  of 
honest  oversight,  inadvertence,  or  error  of 
judgment ;  and  provide  for  the  filing  of  certain 


information  on  the  part  of  foreign  companies 
establishing  a  place  of  business  in  the  United 
Kingdom  after  the  commencement  of  the  Act. 
It  is,  of  course,  impossible  to  discuss  these 
various  points  in  detail  until  the  precise  text  of 
the  Bill  is  available.    We  may  mention,  how- 
ever, that  that  portion  which  deals  with  deben- 
tures and  mortgages  appears  to  be  practically 
identical  with  the  terms  of  Lord  Avebury's 
Bill,  which  is  supported  by  the   Institute  of 
Chartered  Accountants,  the  ^Stock  Exchange, 
and  other  important  business  interests.     Lord 
Avebury  is  right,  we  think,  in  describing  these 
provisions  as  pressing,  and  as  uncontroversial ; 
and  if,  therefore,  there  should  be  any  difficulty 
in  dealing  with  the  Government's  Bill   as   a 
whole  during  the  present  session,  we  trust  that 
the  smaller  measure  may  be  passed  in  the 
meantime, .  even  if  it   be  regarded   as  in  the 
nature    of   an    instalment    only.      The    only 
obvious  objection,  which  could  be  easily  pro- 
vided for  by  amendments  which  did  not  inter- 
fere with  the  principles  underlying  the  measure, 
is  that  if  a  company  were  to  be  at  liberty  to 
purchase,  pay  off,  redeem,  or  otherwise  acquire 
its    own   debentures,  and    to    vest    these    in 
trustees  or  nominees  for  the  company  pending 
reissue,   it   is  conceivable  that  at  times    the 
voting  power  of  debenture-holders   might  be 
controlled  by  the  company,  and  this  certainly 
would  be  a  position  liable  to  serious  abuse  that 
ought  not  to  be  permitted.  Another  point  that, 
we  think,  ought  also  to  be  clearly  settled  is 
that  where  a  company  itself  for  the  time  being 
holds    its    own   debentures    by    proxy,    they 
certainly  ought  not  to  be  stated  on  the  face  of 
its    Balance    Sheet    as    assets.     They  ought 
rather  to  be  deducted  from  the  liabilities*  side, 
in  the  same  way,  and  for  the  same  reason,  as 
calls  in  arrear  are  deducted  from  capital. 
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There  will  doubtless  be  a  good  deal  of  dis- 
cussion before  the  Legislature  sanctions  the 
principle  of  requiring  all  companies  to  file  an 
annual  Balance  Sheet,  but,  for  our  own  part, 
we  have  always  held  that  companies  ought  to 
be  willing  to  pay  a  reasonable  price  for  the 
privilege  of  limited  liability  ;  and  certainly,  in 
these  days  of  Secret  Reserves,  judicially  sanc- 
tioned, there  can  be  very  little  force  in  the  argu- 
ment that  the  publication  of  its  Balance  Sheet 
might  damage  a  company  on  account  of  the 
publicity  thus  given  to  its  affairs.  The  whole 
object  of  filing  a  Balance  Sheet  is  to  prevent 
companies  of  no  financial  standing  from  enjoy- 
ing a  purely  fictitious  reputation.  To  that 
extent  the  provision  would,  it  is  to  be  hoped, 
cause  damage  in  certain  quarters ;  but  that  any 
reasonably  safe  company  should  suffer  is,  we 
think,  beyond  all  question  absurd.  At  the 
same  time  there  is  but  little  good  in 
requiring  an  annual  Balance  Sheet  to  be  filed, 
and  of  providing  (as  the  1900  Act  already  does 
provide)  for  an  annual  audit,  unless  some 
further  steps  be  taken  to  ensure  that  auditors 
are  both  competent  and  independent.  At  the 
present  time  anyone  may  be  the  auditor  of  a 
company  except  one  of  its  directors  or  officers  ; 
that  is  to  say,  so  far  as  the  law  is  concerned,  a 
person  who  cannot  even  read  or  write  would  be 
eligible  for  appointment,  as  would  also  partners, 
or  employees,  or  other  dependents  of  the 
accounting  parties.  It  will  be  of  but  little  use 
to  require  that  a  Balance  Sheet  shall  be  filed 
annually  unless  provision  is  made  at  the  same 
time  for  that  Balance  Sheet  to  be  audited  by 
someone  appointed  by  the  shareholders,  wholly 
independent  of  the  directors,  who  is  possessed 
of  the  technical  qualifications  necessary  to 
enable  him  to  discharge  his  duties  with 
advantage  to  the  shareholders. 


With  regard  to  the  requirement  that  informa- 
tion virtually  equivalent  to  a  prospectus^  shall 
in  all  cases  be  filed  with  the  Registrar  of  Joint 
Stock  Companies,  we  may  point  out  that  this 
is  really  only  trifling  with  an  admittedly  serious 
abuse.     The  experience  of  the  past  six  years 
has  shown  that  where  the  requirements  of  the 
English  law  are  sufficiently  effective  to  prove 
inconvenient    to    dishonest    promoters,    they 
frequently  evade  them  by  registering  outside 
the  United  Kingdom — a  device  which  in  no 
way   interferes  with    their    applying    in    the 
United  Kingdom  for  subscriptions  for  capital, 
and  places  no  bar  whatever  upon  the  shares 
being  dealt  with  in  the  United  Kingdom.     So 
long  as  these  abuses  are  allowed  to  continue,  it 
is  really  waste  of  time  to  attempt  to  more  effec- 
tively safeguard  the  interests  of  shareholders ; 
for  the  only  result  of  the  attempt,  if  successful, 
will  be  to  decrease  the  revenue  earned  by  this 
country  on  registration  fees,  while  unsuccessful 
attempts  create  a  feeling  of  increased  confidence 
which  is  entirely  unjustified  by  the  facts,  and 
is  therefore  bad.      We  do  not  quarrel  with  the 
suggestion    that    something    equivalent    to   a 
prospectus  should  in  all  cases  be  filed,  so  as  to 
be  available  to  all ;   but  what  we  do  say  is  that 
no  Bill   attempting  to  better  protect  unwary 
subscribers  to   new  companies   is   worth    the 
trouble  of  discussion  that  does  not  require  all 
undertakings,  wherever  registered,  to  comply 
with  these  provisions  before  they  are  allowed 
in  any  way  to  offer  their  capital  for  subscription 
here,  or  to  obtain  an  official  quotation  on  the 
Stock  Exchange  for  their  shares  or  debentures. 


TRUeefilfi  Vlotes* 


The  Price  of     Last  week  the  price  of  Consols  fell  to 

Oonioli.       g^jj  being  something  like  5  per  cent. 

less  than  the  price  obtaining  twelve  months  since.    A 

variety  of  explanations  have  been  put  forward  with  a 

view  to  accounting  for  the  persistent  depreciation  in 
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our  premier  security,  but  probably  one  of  the  most 
reasonable  explanations  is  the  persistent,  although 
careful,  realisations  that  insurance  companies  have 
been  effecting  for  many  months  past,  in  order  to  pro- 
vide the  necessary  funds  to  meet  the  exceptionally 
heavy  claims  that  have  been  made  on  them  during  the 
past  twelve  months.  So  long  as  the  amount  of  stock 
in  existence  exceeds  the  amount  which  for  the  time 
being  investors  are  anxious  to  hold,  prices  must  drop, 
in  accordance  with  the  laws  of  supply  and  demand 
that  affect  gilt-edged  and  speculative  securities  alike. 
There  is  reason  to  suppose,  however,  that  Government 
purchases  of  Consols,  which  may  now  be  expected  to 
take  place  upon  a  somewhat  large  scale,  will  have  an 
improving  effect.  That  the  position  is  undeniably 
serious  is  shown  inter  alia  by  the  statement  made  by 
the  Chairman  of  the  Merchants  Trust,  Lim.,  that  while 
their  return  on  home  investments  only  averaged  3*51  per 
cent,  per  annum,  their  holdings,  amounting  to  ;f  364,000, 
had  depreciated  some  ;£'69,266  in  the  past  eighteen 
years,  whereas  they  had  made  a  very  substantial  profit 
on  their  American  investments.  Such  a  position  of 
affairs  does  not,  of  course,  tend  to  encourage  further 
investment  in  British  securities,  and  this  in  its  turn 
increases  the  existing  depression. 


The  twenty-first  annual  dinner  of  the 

andpiitriet      Manchester  and    District    Society  of 
Bodsty  of 

Incorporated    Accountants  was  held 


last  month  at  the  Midland  Hotel, 
Manchester,  Mr.  Henry  Steele  presiding.  We  have 
already  referred  in  these  columns  to  the  presentation 
made  to  Mr.  Arthur  E.  Piggott,  to  mark  the  Society's 
appreciation  of  his  services  as  its  Hon.  Secretary 
daring  the  whole  of  its  existence,  but  we  omitted  to 
draw  attention  to  another  extremely  pleasing  feature 
of  the  evening.  We  refer  to  the  toast  proposed  by 
Mr.  Harry  L.  Price,  the  Vice-President  of  the  parent 
Society,  of  "  The  Institute  of  Chartered  Accountants 
in  England  and  Wales,"  which  was  responded  to  by 
Mr.  J.  P.  Gamett,  the  President  of  the  Manchester 
Society  of  Chartered  Accountants.  Such  incidents  as 
this  demonstrate  most  effectively  the  altered  relation- 
ship that  has  of  recent  years  obtained  between 
Chartered  and  Incorporated  Accountants. 


holders.    Apparently  everybody  agreed  that  there  must 

be  a  winding-up,  but  the  company  opposed  a  compul* 

sory  order.    In  giving  judgment,  after  a  hearing  which 

occupied  seven  days,  his  Lordship  stated  that  it  was 

important  to  bear  in  mind  that  the  law  as  to  company 

liquidation  in  Ireland   materially    differed   from   the 

English  law,  in  that  the  Companies  (Winding-up)  Act, 

i8go,  did  not  apply  to  Ireland.     Accordingly,  most 

English  decisions,  since  that  Act  came  into  operation, 

were  inapplicable.     He  pointed  out  that,  when  the 

English  Courts  made  an  order  for   the  compulsory 

winding  up  of  a  company,  they  did  so  generally  on  the 

ground  that  the  facilities  for  investigation  afforded  by 

the  1890  Act  would  be  an  advantage  to  the  interested 

parties.    If  a  winding-up  order  were  made  in  Ireland, 

however,  no  such  facilities  would  be  provided,  and  he 

thought,  therefore,  that  he  ought  to  be  guided  by  the 

attitude  of  the  Courts  in  such  matters  prior  to  the  1890 

Act  being  passed.    He  accordingly  made  an  order  that 

the  company  should  undertake  to  proceed  forthwith  to 

wind  up  voluntarily  in  pursuance  of  the    National 

Assurance  Company  of  Ireland  Act,  1906,  and  to  agree 

to  any  order  which  the  Court  might  make  for  continuing 

the  winding-up  under  the  supervision  of  the  Court ;  and 

on  the  company  so  undertaking  he  directed  that  the 

petition  should  stand  over  pending  the  result  of  such 

proceedings,  with  liberty  to  the  petitioners  to  apply  in 

such  winding-up  or  otherwise  as  they  might  be  advised. 

This  seems  to  be  an  entirely  reasonable  view  to  take  of 

the  position ;  for  it  is,  of  course,  clear  that  under  the 

1862  Act  a  compulsory  liquidation  provides  no  possible 

advantage  over  a  supervision  order,  while  on  the  other 

hand  the  expenses  and  delays  that  it  involves  are  far 

greater. 


Mr.  Justice  Barton   had    before  him 
last  month  a  petition  for  the  compulsory 
winding-up  of  the  National  Insurance 
Company,  which  had  been  presented  by  certain  share- 


In  another  column  of  the  present  issue 
The  Employer!* 

Liabmty  Ininr-    ^®  reproduce  the  text  of  a  Bill  that 
anoe  Oompanlos    has  been  brought  in  under  the  auspices 
^****  of  the  Board  of  Trade  and  the  Home 

Office  to  apply  the  provisions  of  the  Life  Assurance 
Companies  Acts,  1870-72,  to  all  companies  carrying  on 
the  business  of  insuring  employers  against  liability  to 
pay  compensation  or  damages  to  workmen  in  their 
employment.  The  Bill — which,  we  understand,  will  be 
pressed  forward  by  the  Government,  and  will  probably 
come  into  operation  on  the  ist  July  next,  when  the 
Workmen's  Compensation  Act  comes  into  force^ 
requires  all  undertakings,  other  than  mutual  associations 
of  employers,  and  underwriters,  to  conform  to  the 
provisions  of  the  Acts  referred  to ;  save  that,  in  the 


380 


THE    ACCOUNTANT 


March  23,  1907. 


event  of  a  company  already  in  existence  proving  to  the 
satisfaction  of  the  Board  of  Trade  that  the  funds 
already  set  apart  and  secured  for  the  satisfaction  of 
claims  of  employers  insured  by  the  company  amount 
to  fifty  thousand  pounds,  or  in  the  case  of  a  company 
that  has  already  made  a  deposit  in  pursuance  of  the 
Act  of  1870,  the  twenty  thousand  pounds  deposit 
required  by  Section  3  of  that  Act  shall  be  enforced.  In 
the  case  of  underwriters  the  deposit  has  been  fixed  at 
two  thousand  pounds.  These  provisions  are  excellent 
so  far  as  they  go,  but  it  seems  to  us  that  they  mighty 
without  any  risk  of  serious  opposition  or  objection,  be 
further  extended  so  as  to  apply  to  all  companies  or 
undertakings  carrying  on  an  insurance  business  of  any 
description  whatever. 


Intersat  on 
OaUi. 


In  the  case  of  TheAshanti  Consols,  Lim, 
V,  CartnichaeU  which  came  before  his 
Honour  Judge  Lumley  Smith,  K.C.,  in  the  City  of 
London  Court  on  the  12th  inst.,  the  Judge,  while  allow- 
ing the  plaintiffs'  claim  in  respect  of  unpaid  calls, 
disallowed  a  claim  for  interest  at  10  per  cent,  made  in 
accordance  with  the  company's  articles  of  association, 
on  the  ground  that  the  plaintiffs  had  allowed  two  and  a 
half  years  to  elapse  before  suing,  and  that  they  could 
not  saddle  the  defendant  with  that  responsibility  for 
their  own  delay.  It  seems  a  strange  doctrine  that,  where 
there  has  been  a  contract  between  parties  that  a  debt 
shall  carry  interest,  it  should  be  held  that  the  right  to 
recover  such  interest  is  forfeited  by  delay  in  attempting 
to  enforce  payment  of  the  principal  sum.  Were  this 
doctrine  to  be  generally  extended,  we  do  not  quite 
know  when  it  would  be  possible  to  successfully  bring 
an  action  for  interest.  However,  doubtless  the  decision 
was  one  of  those  compromises  for  which  the  County 
Courts  are  so  celebrated. 


Depnclatton  and  According  to  a  letter  which  appeared 
Proflto.  in  ^  recent  issue  of  The  Financial  Times, 

it  appears  that  the  directors  of  Ind,  Coope  &  Co.,  Lim., 
admit  that  during  the  twenty  years  of  the  company's 
existence  depreciation  of  leases  by  effluxion  of  time  has 
accumulated  to  ;f  84,000,  none  of  which  has  ever  been 
charged  against  profits.  It  certainly  cannot  be  regarded 
as  having  been  definitely  decided  that  depreciation  of 
leaseholds  is  not  a  proper  revenue  charge,  but  as  the 
writer  of  the  letter  referred  to  says :  Balance  Sheets 
are  not  generally  understood,  with  the  result  that  the 
investing  public  often  fails  to  distinguish  between  profits 
iblished  and  profits  earned.  Similarly,  profits  legally 


divisible  and  true  net  profits  are  very  different  things, 
but  a  company  which  deliberately  distributes  more  than 
its  true  net  profits  must  inevitably  come  to  grief,  even 
although  throughout  the  whole  of  its  career  it  may 
never  have  paid  a  dividend  that  the  Courts  would 
refuse  to  sanction. 


The  Calouiatlon  ^®  propose  to  leave  Mr.  M.  Webster 
of  PeroentMM-  Jenkinson  to  deal  with  the  main  subject 
in  the  letter  from  our  correspondent ''  Multum  in  parvo," 
which  appeared  last  week  under  the  heading  "  Re  Cost 
Accounts."  In  the  meantime,  however,  we  may  point 
out  that  50  per  cent,  on  wages  which  amount  to  jf  100 
is  £^0,  and  not  £  100 ;  and  that  similarly  10  {>er  cent,  on 
a  shop  cost  of  £500  is  £^0,  and  not  £55  iis.  i}d. 


.».    .    1^    ^       The    Bankruptcy     Law     Amendment 
The  Bankruptoy  ^    ^ 

Law  Amendment  Committee  is  still  continuing  to  hear 
Committee.  evidence,  and  among  other  witnesses 
called  has  been  Mr.  Ernest  J.  Schuster,  an  English 
Barrister,  and  Doctor  of  Laws  of  the  University  of 
Munich,  who  gave  evidence  as  to  the  bankruptcy 
ordinances  in  force  in  the  German  Empire,  which  he 
compared  with  the  English  system,  particularly  with 
respect  to  the  punishment  of  debtors  for  misconduct. 


•Hie  The    long-expected  alteration   in  the 

Lontf  Vaoation.  date  of  the  Long  Vacation  has  at  last 
been  formally  promulgated  in  an  order  in  Council 
which  was  published  in  the  Gazette  last  week.  Hence- 
forward the  Long  Vacation  will  commence  on  the 
ist  August,  and  terminate  on  the  nth  October,  thus 
removing  the  anomaly  of  a  statutory  Bank  Holiday 
with  the  Law  Courts  in  full  swing.  It  must  be 
admitted,  however,  that  the  anomaly  only  existed  to 
the  extent  of  creating  the  maximum  amount  of  incon- 
venience without  any  corresponding  advantage,  for 
anyone  who  has  the  least  experience  of  the  Courts, 
and  particularly  of  those  proceedings  which  take  place 
before  Masters,  will  know  that  it  has  always  been 
practically  impossible  to  get  any  new  work  done 
during  the  two  or  three  weeks  before  the  Vacation 
commences.  If  that  time  were  devoted  to  finishing 
up  pending  matters  that  were  capable  of  being  closed, 
there  would  perhaps  not  be  much  ground  for  complaint, 
but  in  point  of  fact  little  or  no  work  was  ever  done 
during  August,  save  that  which  was  sufficiently  urgent 
to  make  it  suitable  for  the  Vacation  Court.  The 
alteration  of  dates  will,  among  other  things,  involve  a 
change  in  the  date  of  the  provincial  meeting  of  the 
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Law    Society,   which    hitherto    has    been    generally 
held  in  the  second  week  in  October. 


,  ^      ^  As  is  well-known,  in  the  case  of  rail- 

lBtM«St  OB 

Capital  daring  way  and  other  companies  incorporated 
CoBttraoUoD.  by  special  Act,  the  payment  of  interest 
on  capital  during  construction  is  limited  to  a  rate  of  3  per 
cent.,  bat  Mr.  Emmott,  in  the  House  of  Commons  last 
week  moved  to  amend  the  Standing  Orders  by  altering 
the  rate  from  3  to  4  per  cent.  He  pointed  out  that, 
althoQgh  he  regarded  the  payment  of  interest  out  of 
capital  as  equivalent  to  watering  stock,  the  system,  if 
adopted,  should  at  least  be  on  adequate  lines,  and  at 
the  present  rate  promoters  of  enterprises  which  were 
not  of  a  grossly  speculative  character  were  quite 
unable  to  raise  the  money  they  wanted.  Various 
arguments  were  put  forward  in  opposition  to  the  sug- 
gested amendment,  one  speaker  being  of  opinion  that 
the  change,  if  made,  would  stand  for  a  good  many 
years,  while  he  hoped  the  present  depression  would 
not  last  long.  Another  member  regarded  it  as  faulty 
finance  to  tempt  investors  in  the  first  place  by  a  high 
rate    of    interest,  and   trust   to   luck   in    the   future. 

Ultimately  the  amendment  was  carried  by  195  to  58. 


At  the  recent  annual  meeting  of  a 
■MtlBtfs :  JL  Hew  well-known  company,  where  internal 
Botf  Mtlon.  dissensions  have  been  much  in  evidence 
of  late,  a  notice  was  exhibited  outside  the  place  of 
meeting,  it  is  said,  directing  those  shareholders  who  held 
over  j£*io  worth  of  shares  to  sit  on  the  right-hand  side 
of  the  room,  and  those  members  holding  less  than  ;f  10 
worth  to  sit  on  the  other  side.  Is  this  separating  the 
sheep  from  the  lambs  or  the  wheat  from  the  cockle  ? 


Rattvay  Jobbery  Students  of  American  financial 
iB  tho  Btateo.  methods  are  probably  so  accustomed 
by  this  time  to  stories  of  wholesale  jobbery  and  com- 
mercial immorality  en  prince  that  perhaps  the  amazing 
evidence  given  by  Mr.  Harriman  before  the  Inter- 
State  Commerce  Commission  will  leave  them  unmoved. 
We  need  not  dilate  upon  the  circumstances  of  the 
Chicago  and  Alton  deal  and  the  Union  Pacific  opera- 
tion— ^they  truly  speak  for  themselves  in  an  unmis- 
takable manner — ^but  there  is  just  one  point  to  which 
attention  may  be  directed.  When  Mr.  Harriman  was 
asked  how  it  was  that  the  300,000  shares  of  Southern 
Pacific  stock,  which  were  transferred  by  the  Union 
Pacific  to  Mr.  William  Rockefeller  in  1903  in  order  to 


avoid  certain  legal  technicalities  in  the  Keene  suit,  still 
stood  on  the  company*s  Balance  Sheet  as  a  free  asset, 
he  is  reported  to  have  answered  that,  although  the 
Balance  Sheet  was  dated  June  30th,  it  was  not 
published  in  the  annual  report  until  November,  by 
which  time  the  stock  had  been  returned.  The  com- 
pany's bookkeepers  had,  therefore,  been  instructed  to 
enter  the  item  in  the  Balance  Sheet  at  June  30th  as  it 
existed  at  the  subsequent  date.  Opinions  may  differ 
as  to  whether  such  instructions  should  ever  have  been 
carried  out  by  bookkeepers  worthy  of  the  name,  but 
we  may,  perhaps  pertinently,  ask,  what  were  the 
auditors  doing  ?  The  possibilities  in  the  way  of 
cooked  reports  of  this  kind  need  hardly  be  indicated 
to  our  readers. 


Cheauee  Mr.  A.  H.  Gibson's  suggestion  that 
and  the  Gold  cheques  should  be  debited  as  from  date 
Reeerve.  ^^  drawing,  and  that  the  accumulations 
of  interest  should  form  the  nucleus  of  a  gold  reserve, 
which  we  noticed  in  these  columns  a  fortnight  ago,  is 
subjected  to  some  severe  criticism  by  a  correspondent 
of  The  Financial  News.  It  is  said  that  the  custom  of 
debiting  cheques  as  from  date  of  drawing  is  an  ancient 
one,  and  is  still  in  use  where  customers  do  not,  through 
ignorance  presumably,  object.  Another  point  is  made 
to  the  efiect  that  as  banks  are  so  many  private  con- 
cerns keenly  in  competition  with  each  other,  and  with 
varying  terms  as  to  the  conduct  of  accounts,  it  would 
be  absurd  to  place  them  all  on  a  uniform  system  of 
legislation.  In  addition  to  this,  it  is  remarked  that  the 
suggested  scheme  would  be  an  imposition  on 
customers,  for  "  90  per  cent,  of  cheques  in  circulation 
**are  cheques  passing  through  individual  banks,  and 
<*  are  cheques  other  than  those  of  the  bank  they  are 
"  drawn  upon.  As  the  drawer  pays  his  commission  for 
**  banking  facilities  and  the  payee  is  charged  for 
*•  *  clearing '  when  paying  *  in  '  his  cheques,  the  fact  of 
"debiting  cheques  from  date  of  drawing  would  be 
"  further  penalising  the  drawer." 


In  the  course  of  a  printed  reply  to  a 
Postal  Order 

iMaet.  question  put  in  the  House  of  Commons 

by  Mr.  Field,  the    Nationalist    member  for  the  St. 

Patrick's  Division  of  Dublin,  the  Postmaster-General 

states  that  the  aggregate  value  of  the  postal  orders 

issued  during  the  financial  year  1905-6  was  £36,239»ooo 

and  ;t  1,780,000  inGreat  Britain  and  Ireland  respectively. 

It  will  be  noticed  that  nothing  is  said  about  monev 

orders,  and  as  this  form  of  remittance  is  likely  to  hai 
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been  generally  used  for  sums  over  £1,  the  information 
as  to  the  aggregate  value,  and  average  amount,  would 
be  interesting. 

Debenture        ^  correspondent  of  a  financial  contem- 
Reform.  porary,  in  the  course  of  an  interesting 

letter,  points  out  that,  in  connection  with  Lord  A  vebury's 
Debenture  Bill,  if  surrendered,  purchased,  or  redeemed 
debentures  are  to  be  vested  in  trustees  for  or  nominees 
of  the  company  pending  reissue,  as  Section  2,  sub-section 
(a)  suggests,  then  the  voting  power  might  be  materially 
affected  so  that  the  trustees  or  the  nominees  in  question 
would  have  the  other  debenture-holders  more  or  less  at 
their  mercy.  This  difficulty  might,  of  course,  be  easily 
overcome  by  withdrawing  the  voting  power  from  such 
debentures  as  were  not  actually  issued  for  a  consideration, 
but  the  matter  should  be  dealt  with  in  the  Bill  itself, 
and  it  may  be  noted  for  the  committee  stage  of  the 
measure. 


Current  Xaw« 


Bankruptcies  and  Insolvencies. 
In  rt  Van  Laun  ;  ex  parte  Chatterton.  C.A. 

Held,  upholding  decision  of  Bigham,  J.  {Accountant 
Law  Reports,  XXXV.,  p.  78),  that  a  trustee  in  bank- 
ruptcy is  entitled  to  see  detailed  bills  of  costs  in  support 
of  a  solicitor's  claim,'notwithstanding  the  fact  that  such 
costs  have  been  previously  agreed  by  the  bankrupt. — 
(Times,  March  19.) 


Receiverships. 
In  re  The  Rhodesia  Goldflelds,  Lim,;   Partridge  v. 
The  Company  and  another,        Swinfen-Eady,  J. 
Held,  that  where  there  is  a  deadlock  in  the  adminis- 
tration  of   a    company,    the    Court  may   appoint    a 
receiver  for  debenture-holders  although  there  has  been 
no  default  in  the  payment  of  principal  or  interest  on 
the  debentures. — (Times,  March  16.) 


NGTiee. 


NEXT  FRIDAY  being  GOOD  FRIDAY,  Letters 
to  the  Editor,  as  well  as  Qeneral  Matter,  must 
be  delivered  not  later  than  the  last  post  on 
TUESDAY  next.  If  intended  for  current  issue. 
The  Offices  will  be  closed  from  the  apth  Mar^h 
to  the  I  St  April,  both  inclusive. 


Corredpondence  and  Enauttfcd* 


All  communications  to  the  Editor  should  be 
by  letter  only. 


[Wi  are  at  all  times  ready  to  insert  correspondence  m 
matters  of  interest  to  the  Profession,  but  we  do  not  of  courst 
hold  ourselves  in  any  way  responsible  for  the  opiniom 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents,  not  necessarily  for 
publication,  but  as  a  guarantee  of  good  faith,"] 


Income  Tax  Abatements. 

(To  the  Editor  of  The  Accountant.) 
Sir, — The  following  little  mnemonic  has  just 
occurred  to  me,  and  thinking  it  might  be  useful  to 
your  younger  readers,  especially  to  those  preparing  \ 
for  their  examinations,  I  venture  to  send  it  to  you  for 
insertion  in  The  Accountant,  should  you  think  it  worthy 
of  publication. 

The  method  of  arriving  at  the  abatement  is  very 
simple,  and  consists  in  cutting  off  the  final  nought  of 
the  income  and  multiplying  by  i,  2,  3,  and  4  respec- 
tively, as  shown  below : — 

Amount  of  Amount  of 

Income  Abatement 

/  £ 

70^  X    I  =         70 

60^  X  2  =120 

5o€|  X   3  =150 

40^  X   4  =       160 

In  other  words,  it  may  be  expressed  as  follows : — 
The  amount  of  abatement  is  ^ih,  ^Jths,  A^bs,  and  ^^ths 
respectively  of  the  income. 

I  remain,  Sir,  yours  faithfully, 

S.  H.  PUGH. 

Income  Tax  Surveyors  and  Balance  Sheets. 

(To  the  Editor  of  The  Accountant.) 
Sir,— On  the  20th  October  last,  in  reply  to  a  corre- 
spondent, you  stated  that,  in  your  opinion,  there  was 
no  reason  why  a  copy  of  the  Balance  Sheet  should  not 
be  produced  to  the  Surveyor  in  addition  to  the  Trading 
Account,  and  refusal  to  submit  such  balance  might  be 
reasonably  interpreted  as  a  ground  for  suspicion  as  to 
the  accuracy  of  the  return. 

Some  clients  of  ours  who  objected  to  produce  a 
Balance  Sheet  received  from  the  Sur\'eyors  a  type- 
written copy  of  this  article,  your  opinion  evidently  being 
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regarded  as  conviocing  evidence  of  the  propriety  of 
the  request. 

Although  personally  I  believe  in  affording  all  infor- 
mation to  the  Surveyor  to  enable  him  to  properly 
assess  the  parties  liable  for  tax,  yet  I  do  think  the  pro- 
duction of  a  Balance  Sheet  is  unnecessary,  and  a 
demand  upon  the  taxpayer  which  he  should  not  be 
called  upon  to  supply. 

In  the  case  of  an  appeal  these  Balance  Sheets  would, 
I  presume,  be  produced  to  the  local  Commissioners, 
whilst  there  is  always  a  certain  risk  that  some  of  the 
staff  may  have  an  opportunity  of  perusing  the  same. 

I  know  of  a  case  where  the  taxpayer  has  been  on 
the  verge  of  insolvency  for  some  years,  although 
reputed  to  be  in  a  good  financial  position,  and  the 
slightest  hint  of  his  precarious  state  might  result  in 
immediate  disaster. 

No  doubt  your  readers  have  many  similar  cases, 
where  it  would ,  be  most  undesirable  for  any  third 
parties  to  see  a  Balance  Sheet. 

If  a  Chartered  Accountant  produces  a  detailed 
Trading  Account  and  certifies  that  no  deductions  have 
been  made  other  than  those  legally  chargeable,  surely 
the  Surveyor  should  not  require  a  Balance  Sheet  in 
order  to  ascertain  that  the  balance  of  the  Profit  and 
Loss  Account,  stocks,  and  depreciation,  do  actually 
agree  with  the  figures  in  the  Trading  Account. 

In  my  opinion  all  that  the  Surveyor  could  reasonably 
demand  would  be  a  certified  extract  of  the  Balance 
Sheet  containing  certain  particulars  as  to  loans,  &c., 
which  should  surely  suffice. 

Of  course,  in  the  case  of  public  companies  there  can 
be  no  valid  objection,  but  for  private  traders  I  con- 
sider the  request  unreasonable. 

The  great  outcry  against  income-tax  is  not  so  much 
against  the  tax  itself  as  against  the  machinery,  the 
British  public  resenting  any  prying  into  their  private 
affairs.  The  days  of  the  Inquisition  are  over ;  we  do 
not  wish  it  to  return  in  another  form  in  this  country. 

I  should  be  glad  to  learn  the  practice  adopted  by 
your  readers  in  connection  with  this  matter,  as  I  think 
some  uniformity  should  exist. 

Personally  I  have  arranged,  in  the  case  of  private 
concerns,  to  produce  a  Balance  Sheet  to  the  Surveyor, 
bat  not  to  leave  a  copy  with  him,  and  as  I  have 
always  found  the  Surveyors  willing  as  far  as  possible 
to  deal  amicably  with  members  of  our  profession,  I 


have  no  doubt  that  other  Surveyors  will  be  willing  to 
do  likewise. 

Yours  truly, 
M.  WEBSTER  JENKINSON, 
Sheffield^  iSih  March  1907. 


Income  Tax  and  House  Duties. 

(To  the  Editor  of  The  Accountant.) 
Sir, — We  have  several  appeals  against  the  assess- 
ments for  Schedule  A  and  I.N.D.  pending,  particularly 
with  regard  to  the  annual  value  of  licensed  premises. 

One  Surveyor  of  Taxes  contends  thai  the  annua 
value  shall  be  based  as  follows : — "  Rent  paid  by  the 
''  tied  tenant  to  the  brewery  company,  plus  the  differ- 
'<  ence  in  discount  on  draught  beer  receivable  by  the  tied 
'*  tenant,  and  the  discount  which  would  be  received  by 
**  the  tenant  if  the  house  were  free— basing  his  calcula- 
"  tions  on  the  assumption  that  25  per  cent,  discount 
*'  would  be  obtained  by  a  free  tenant." 

In  our  opinion,  however,  there  are  other  important 
factors  which  should  be  taken  into  consideration,  and 
we  think  that  due  regard  should  be  paid  to  the  position, 
district,  expenses  of  management,  and  other  items. 

We  quite  understand  that  the  decisions  in  Walker  v, 
Brisley  and  Grinter  v,  Fleming  give  the  Local  Com- 
missioners the  power  to  demand  such  evidence  and 
facts  as  they  think  fit,  but  we  think  that  they  should 
admit,  and  fairly  consider,  aU  evidence  brought  before 
them,  and  pay  regard  to  matters  other  than  annual 
trade  or  turnover. 

In  one  particular  case  we  think  the  Surveyor's  con- 
tention unjustifiable.  The  facts  are  as  follow: — Up 
to  March  1906  a  certain  hotel  was  free,  and  the  rental 
was  about  £100.  The  house  was  assessed  at  the  annual 
value  of  ;£'i2o  gross,  which  was  deemed  ample  by  the 
local  authority,  and  also  by  the  Surveyor  and  Commis- 
sioners of  Taxes. 

As  on  25th  March  1906  a  brewery  company  bought 
and  took  possession  of  the  premises,  and  increased 
the  rent  of  the  tenant  to  £zQO,  The  Inland  Revenue 
authorities  immediately  increased  the  assessment  to 
;^40o  gross,  against  which  we  desire  to  appeal.  At  this 
period  no  structural  alterations  had  been  made. 

We  shall  esteem  it  a  favour  if  you  will  kindly  instruct 
us  upon  the  law  in  question,  giving  us  chapters  of  th 
Acts  relating  to  the  matter,  and  also  giving  namer 
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similar  decided  cases,  and  if  you   can  give  us  any 
general  advice  we  shall  be  glad. 


igth  March  1907. 


Yours  faithfully, 

ANXIOUS. 


Computation  of  Commission. 

[To  the  Editor  of  The  Accountant.) 

Sir, — In  reply  to  "East  Anglian's"  letter  in  this 
week's  issue,  I  think  it  is  probable  that  general  profes- 
sional opinion  would,  in  the  case  he  brings  forward,  be 
on  the  side  of  the  directors.  The  manager  is  certainly 
unable  justifiably  to  complain  of  not  receiving  10  per 
cent,  on  net  profits,  for,  in  demanding  it  on  the  ;£'i,ooo 
supposed,  he  is  obviously  doing  so  on  what,  so  far  as 
the  item  of  his  commission  is  concerned,  is  quite  plainly 
gross  profit. 

Yours  faithfully, 

16th  March  1907.  F.  U.  WILHELMY. 


(To  the  Editor  of  The  Accountant.) 

Sir,— Following  the  letter  of  "  East  Anglian "  in 
yours  of  i6th  inst.,  I  wish  to  put  an  inquiry  on  the 
same  subject. 

A  trading  company  I  have  to  do  with  engaged  a 
manager  upon  an  agreement  under  which  he  was  to 
receive  a  fixed  salary,  and  in  addition  a  commission 
each  year  end  on  net  profits. 

The  manager  contends  that  Preliminary  Expenses, 
Directors'  Fees,  and  Income-tax  should  not  be  charged 
before  assessing  his  commission. 

Your  readers  may  know  of  some  useful  precedents. 

Yours  truly, 

igth  March  1907.  LANCASTRIAN. 


Qoodwlll. 


(To  the  Editor  of  The  Accountant,) 

Sir, — Whilst  reading  Mr.  Dicksee's  book  on  Good- 
will it  has  occurred  to  me  that  it  is  presumed  that  the 
incoming  partner  possesses  some  or  an  equal  knowledge 
of  the  business  as  the  person  with  whom  he  proposes 
going  into  partnership.  What  would  be  the  number  of 
years  on  the  basis  of  the  profit  of  which  the  goodwill  to 
be  paid  is  arrived  at,  if  the  person  desirous  of  becoming 
a  partner  in  a  business  of  a  highly  technical  nature 


possessed  no  knowledge  of  it  whatever  ?     Perhaps  some 
of  your  readers  can  enlighten  me  on  this  point. 

Yours  faithfully, 

H.  H.  K. 
[In  the  nature  of  things  there  can  be  no  rule. — Ed. 
Acct.] 

Re  Cost  Accounts. 

(To  the  Editor  of  The  Account<mt.) 

Sir,— In  reply  to  your  correspondent  **  Multum  in 
Parvo "  I  certainly  fail  to  see  how  he  arrives  at  the 
figures  given  in  his  letter. 

50  per  cent,  on  wages  ;fioo  is  ;f5o,  and  cannot 
possibly  bring  any  other  result ;  whilst  10  per  cent,  on 
;f5oo  is  ;f50,  and  not  ;f55  iis.  ijd. 

It  would  appear,  however,  that  he  bases  his  calcula- 
tions in  the  first  case  on  the  shop  cost  after  the  addition 
of  the  shop  oncost,  and  in  the  second  case  on  the 
total  cost  instead  of  on  the  shop  cost. 

As  I  stated  in  my  paper,  to  arrive  at  the  percentage 
required  a  certain  turnover  must  be  assumed,  and  the 
percentage  based  on  the  estimated  wages  for  the  year. 
If,  therefore,  "  Multum  in  Parvo  "  has  to  provide  the 
same  amount  for  shop  expenditure  as  for  wages,  then 
the  percentage  required  will  be  100  per  cent.,  and  not 
50  per  cent,  as  he  suggests. 

To  arrive  at  the  same  result  which  he  obtains,  pre- 
suming, of  course,  that  the  shop  and  establishment 
expenses  are  proper  estimates,  the  percentages  will  be 

as  follows : — 

£    s     d 
Prime  Cost— 

Materials 300    o    o 

Wages 100    o    o 

400    o    o 
Shop  Oncost  100  per  cent,  on  Wages      . .        100    o    o 

Shop  Cost 500    o    o 

Office    Oncost    ii'ii    per  cent,  on  Shop 
Cost 55  'I     U 

£555  II     ij 

Yours  faithfully, 
M.  WEBSTER  JENKINSON. 
Sheffield,  18th  March  1907. 


Chemical  Manufacturers  and  Depreciation. 

(To  the  Editor  of  The  Accountant,) 
Sir, — I  shall  be  much  obliged  if  any  of  your  readers 
can  inform  me  what  is  the  usual  rate  of  Depreciation 
which  chemical  manufacturers  write  oflf  their  plant. 
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I  refer  more  especially  to  the  plant  used  in  the  manu- 
facture of  acids.  The  depreciation  must  be  heavy  in 
cases  of  this  description,  and  I  should  like  to  know 
from  the  experience  of  other  Chartered  Accountants 
what  is  actually  written  off  by  the  firms  in  the  trade. 

If  also  they  can  tell  me  what  rate  the  Income-Tax 
authorities  allow  for  depreciation  I  shall  be  still  further 
indebted  to  them. 

Thanking  you  in  anticipation, 

I  am,  yours  truly, 

iSth  March  1907.  ENQUIRER. 


Vcpiewd. 


Bookkeeping  for  Executors  and  Trustees. 


By  L.  Whittem  Hawkins,  A.C.A. 


London,  1906:  Gee  &  Co.,  34  Moorgate  Street.  E.C. 
Price  3s.  6d.  net. 

This  interesting  handbook  is  apparently  designed  prim- 
arily to  meet  the  needs  of  persons,  not  skilled  accountants, 
who  may  find  themselves  in  the  position  of  executor  or 
trustee,  and  for  this  purpose  it  is  admirably  designed.  At 
the  same  time  Intermediate  candidates,  particularly  those 
who  have  no  previous  knowledge  of  this  subject,  will  find 
much  that  is  both  useful  and  instructive  in  Mr.  Hawkins' 
work,  which  includes  inter  alia  a  fully  worked  out  example, 
together  with  a  good  deal  of  useful  information  on  the 
more  elementary  principles  of  law  involved  in  the  prepara- 
tion of  such  accounts. 


Office  Organisation   and   Manas:enient,  including 
Secretarial  Work. 


By  Lawrence  R.  Dicksee,  M.Com.,  F.C.A.,  and 
Herbert  E.  Blain. 


London.  1906:  Sir  Isaac  Pitman  &  Sons,  Lim.,  i  Amen 
Comer,  EC.     Price  5s.  net. 

We  gather  that  the  object  of  the  authors  of  this  volume 
has  been  to  provide  business  men  with  a  practical  handbook 
of  reasonable  proportions  to  which  they  may  refer  from 


time  to  time  for  information  upon  matters  ordinarily  arising 
in  the  management  and  general  conduct  of  the  office  work 
in  connection  with  any  ordinary  class  of  business;  but  a 
distinct  and  commendable  feature  of  the  work  is  that, 
although  it  necessarily  deals  at  some  length  both  with  ques- 
tions of  account  and  questions  of  law,  it  makes  no  attempt 
to  encourage  the  business  man  in  the  belief  that  by  its  aid 
he  may  dispense  with  competent  professional  assistance  and 
advice.  An  enormous  amount  of  useful  information  is  com- 
prised in  the  three  hundred  pages  of  which  the  work  con- 
sists, and  as  the  chapters  dealing  with  legal  matters  have 
been  revised  by  Mr.  Frank  Tilly ard,  M.A.,  lecturer  on 
Commercial  Law  at  the  University  of  Birmingham,  they 
may  safely  be  regarded  as  quite  as  reliable  as  the  remainder 
of  the  volume.  A  special  feature  of  the  work  is  the  pro- 
vision of  facsimile  forms  as  insets  wherever  such  forms 
appear  likely  to  give  a  clearer  idea  than  pro  formd  rulings 
inserted  in  the  body  of  the  text.  As  these  insets  are  all 
drawn  to  scale,  and  are  for  the  most  part  full  size,  the 
advantage  of  this  treatment  is  obvious. 


The  "Qa5  World"  Analyses  of  Accounts  of  Qas 
Undertalcings,  1905-6. 


London,  1907  :  John  Allan  &  Co.,  3  Ludgate  Circus 
Buildings,  E.C.     Price  7s.  6d.  net. 

The  statistical  information  provided  by  this  work,  which 
has  now  reached  its  fourth  ^ar  of  publication,  is,  of 
course,  of  especial  value  to  those  practically  connected  with 
the  manufacture  of  gas  and  the  management  of  gas  works ; 
but  probably  many  others  will  find  the  particulars  provided 
of  considerable  information,  affording  as  they  do  a  means  of 
readily  comparing  the  results  produced  by  individualistic 
companies  and  by  local  authorities.  The  accounts  analysed 
relate  to  114  separate  undertakings,  of  which  64  are  owned 
by  local  authorities,  and  50  by  gas  companies,  and  it  is  of 
interest  to  observe  the  extraordinary  variation  that  obtains 
in  the  working  costs  under  practically  every  heading. 
Among  other  items  we  note  that  the  cost  of  maintenance 
per  thousand  cubic  feet  of  gas  sold  varied  from  o'66d.  in  the 
case  of  the  Perth  Corporation  to  8 '63d.  in  the  case  of  the 
Earn  worth  Gas  Company.  A  casual  inspection  of  the 
figures  suggests  that  where  the  cost  is  distinctly  above  the 
average  the  undertaking  is  owned  by  a  company,  and  that 
where  the  cost  is  below  the  average,  the  undertaking  is 
owned  by  a  local  authority.  The  explanation  can  hardly  be 
that  the  local  authorities  are  able  to  a  corresponding  extent 
to  get  more  value  for  their  money,  but  in  the  nature  of 
things  no  very  useful  conclusion  can  be  drawn  by -the 
comparison  of  a  single  year's  figures. 
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([be  Hccountd  of  profeeetonal  Aen« 


By  M.  Wbbster  Jenkinson,  Chartered  Accountant. 
(Sheffield). 


A  PAPER  read  before  the  members  of  the  Leeds  Chartered 
Accountants  Students'  Association  on  7th  March ;  the 
Kingston -upon -Hull  Chartered  Accountants  Students' 
Association  on  13th  March ;  and  the  Bristol  Chartered 
Accountants  Students'  Society  on  20th  March  1907. 


"  If  to  do  were  as  easy  as  to  know  what  were  good  to  do,  chapels  had 
been  oburches,  and  poor  men's  cottages  princes'  palaces." 

The  accounts  of  professional  men  present  no  theoretical 
difficulties. 

To  institute  a  system  of  accounts  for  the  average  profes- 
sional man,  and  to  induce  him  to  follow  out  such  system, 
is,  however,  fraught  with  many  practical  hindrances ;  for, 
alas !  "to  do "  is  not,  in  this  case,  " as  easy  as  to  know 
what  to  do." 

Most  professional  men  have  a  kind  of  intuitive  dread  of 
bookkeeping.  They  regard  it  as  an  unnecessary  waste  of 
time;  they  cannot  appreciate  the  advanitages  of  "double 
entry";  they  are  perfectly  content  if  their  Bank  Book 
shows  a  substantial  balance  in  their  favour,  and  their 
assistants  do  not  require  large  increases  in  their  salaries. 

Perhaps  on  certain  unpleasant  occasions  when  the 
income-tax  surveyor  is  unusually  pressing  in  his  atten- 
tions they  have  vague  notions  of  making  a  fresh  start; 
perhaps  when  enjoying  the  married  man's  usual  grumble  at 
household  expenses  they  determine  to  keep  a  complete  set 
of  books  showing  an  analysis  of  all  their  expenditure ;  but, 
generally  speaking,  happily  content  in  the  time-honoured 
maxim,  "Where  ignorance  is  bliss  'tis  folly  to  be  wise," 
they  blunder  along  in  the  same  old  way  as  of  yore,  merely 
keeping  a  list  of  the  bills  they  send  out,  which  they  mark 
off  with  a  big  "  Paid  "  when  the  cash  is  received,  and  other- 
wise emtizely  depending  on  their  bankers  for  a  proper 
record  of  their  financial  transactions. 

With  the  exception  of  the  members  of  the  legal  profes- 
sion, and,  of  course,  accountants,  such  is  the  system  of 
bookkeeping  of  most  professional  men. 

To-night,  however,  I  do  not  intend  to  deal  with  the 
subject  from  this  practical  standpoint ;  rather  shall  I  hover 
around  the  idealistic ;  and  though  I  cannot  accomplish  that, 
yet,  maybe,  I  shall  be  able  to  give  you  some  hints  that  you 
may  deem  worthy  of  use  on  a  future  occasion  when 
endeavouring  to  institute  a  system  of  accounts  for  a 
— '-"»ional  man. 


Neither  do  I  propose  to  deal  with  all  the  professions — 
their  name  is  legion— but  shall  content  myself  with  a  brief 
reference  to  the  two  recognised -professions  of  law  and 
medicine,  and  the  one  deserving  of  recognition  followed, 
or  some  day  to  be  followed,  by  our  noble  selves. 

But  enough  of  this  introduction,  for,  prologue  like.  I  but 

begin  my  story — 

Thoughts  are  but  dreams  till  their  efiects  be  tried, 
My  tale  is  long— its  scope  is  still  more  wide ; 
Though  some,  no  doubt,  would  wish  it  were  more  short, 
I  shan't  have  time  to  say  all  that  I  ought. 


SOLICITORS'   ACCOUNTS. 

The  trader  whose  assets  are  sufficient  to  pay  his  creditors 
20s.  in  the  £,  and  who  neglects  to  keep  proper  books  of 
account,  may  do  an  injustice  to  himself,  but  the  rights  of 
others  are  not  affected.  Foolish  he  may  be,  and 
undoubtedly  is,  but  he  alone  pays  the  penalty  of  his  folly. 
A  solicitor,  however,  is  on  a  different  footing.  To  him  is 
entrusted  the  property  of  his  clients,  and  he  is  guilty  of 
something  more  than  negligence  if  he  fail  to  keep  a  proper 
record  of  his  stewardship. 

Only  within  very  recent  times  has  the  legal  profession 
awakened  to  a  sense  of  its  responsibility  in  this  direction  ; 
only  after  many  saliltary  lessons  has  it  recognised  the 
necessity  of  correct  and  proper  accounting ;  even  now  it 
has  much  to  learn. 

In  many  of  the  largest  offices  the  Journal  is  the  only  book 
of  first  entry ;  every  item — Cash,  Bank,  and  Charges — is 
separately  journalised  ;  modern  methods  receive  but  scant 
consideration  at  their  hands.  Yet  the  importance  of  a 
proper  system  of  bookkeeping  cannot  be  too  much 
impressed  upon  the  legal  profession.  Solicitors  often 
receive  large  sums  of  money  from  their  clients  which  they 
keep  on  hand,  sometimes  for  a  long  period,  until  suitable 
investments  are  found ;  whilst  disbursements  of  no  incon- 
siderable amounts  have  regularly  to  be  made,  which  may 
easily  escape  the  notice  of  the  bill  clerk  when  the  matter 
is  closed,  perhaps,  some  years  after.  It  is  essential,  how- 
ever, that  the  system  adopted  be  as  simple  as  possible, 
although  efficiency  must  not  be  sacrificed  for  the  sake  of 
economy. 

The  bookkeeping  of  a  solicitor  may  be  divided  into  two 
sections,  viz. :  — 

(i)  The  record  of  the  services  rendered  to  clients. 

(2)  The  record  of  the  monetary  transactions  with  clients 
and  third  parties. 

As  accountants  we  are  more  concerned  with  the  record 
of  the  monetary  transactions  than  with  the  method 
adopted  to  compile  the  bills  of  costs,  therefore  we  will  first 
consider  the  subject  from  the  standpoint  of  the  greater 
import  to  ourselves. 
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The  cash  transactioni  of  a  solicitor  will,  inter  alia, 
embrace  the  following :  — 

Receipts — 

|i)  Moneys  from  clients  for  investment. 

(a)  Interests  on  Mortgages. 

(3)  Ground  Rents. 

(4)  Loans  repaid. 

(5)  Insurances. 

(6)  Costs. 

Payments — 

(i)  Investment    of    clients*    moneys    on    mortgage    or 
oCheirwise. 

(2)  Interests  and  Ground  Rents  received,  paid  over. 

(3)  Disbursements  for  Clients. 

(4)  Repayment  to  Clients  of  Loans,  &c. 

(5)  Office  Expenses. 

(6)  Drawings. 

Much  difference  of  opinion  exists  as  to  the  form  of  Cash 
Book  and  the  method  of  dealing  with  clients*  money.  Some 
strongly  advocate  the  dual  Bank  Account — ^that  is  to  say, 
a  separate  account  for  moneys  received  from  clients. 
Others  think  that  there  is  no  advantage  to  be  gained  by 
this  course,  and  contend  that  if  a  solicitor  wishes  to  use 
other  people's  money  for  his  own  purpose  he  will  do  so, 
whether  there  are  two  or  a  dozen  separate  banking 
accooots. 


Personally,  I  prefer  the  first  method,  not  only  because  it 
more  clearly  shows  the  moneys  in  hand  on  account  of 
clients,  but  also  because  in  reality  it  simplifies  the  work 
of  the  office ;  for  supposing,  for  example,  a  client  applies 
for  a  temporary  advance,  the  principal  can  at  once  decide 
whether  or  not  he  has  funds  of  his  own  available  to  comply 
with  the  request. 

The  clerical  working  of  the  two  accounts  involves  no 
extra  labour,  a  simple  adjustment  at  the  end  of  each  month 
for  items  due  from  one  account  to  the  other  being  all  that 
is  necessary. 

Separate  Bank  Accounts  should  be  opened  for  each  trust 
estate,  and  a  distinct  set  of  books  kept.  This  not  only 
considerably  simplifies  the  bookkeeping  by  reducing  the 
number  of  entries,  but  also  prevents  errors  and  makes  the 
winding  up  of  each  estate  much  easier.  Very  frequently 
these  Trust  Books  are  written  up  by  Chartered  Account- 
ants and  the  fees  charged  against  the  estate,  this  method 
being  of  advantage  to  both  solicitor  and  client. 

The  form  of  Cash  Book  used  by  solicitors  varies  con* 
siderably,  buft,  generally  speaking,  the  most  convenient 
method  is  to  use  a  Cash  Journal — ^usually  known  as  Kain*s 
System — this  book  being  a  combination  of  Cash  Book  and 
Journal. 

Some  solicitors  enter  a//  transactions  through  this 
medium,  but  in  practice  it  is  better,  in  my  opinion,  to  use 
separate  books  for  Costs,  Insurances,  and  Expenses  for 
which  accounts  are  opened,  the  form  I  recommend  being 
ruled  as  follows : — 


Form  I. — 

Dt. 


Cash    Journal. 


Cf. 


4,                                  Account 
^         Particulars           lobe 
n   .                               Debited 

1 

Account 

to  be 
Credited 

Amount  to  be 
Debited 

p^'    Amount 

1 

Office 

Disburse- 
ments Ledger 

Bank 

Cash  ; 

1 

Cash 

Bank 

nffinA 

Amount  to  be 
Credited 

Fo. 

Amount 

Own   Clients 

A/c        A/c 

Own 
A/c 

Clients 
A/c 

Lr. 
Fo. 

Amount 

1 
■ 

'  £    s    d 

1 

£'^A 

£   s   d 

I  sd 

£sd 

jC  s   d 

i 

1 

t 
1 

£  s  d 

1 

I 

£sd 

£  sd 

£sd 

£    s    d 
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Each  item  is  entered  in  chronological  order,  full  details 
being  shown  in  the  "  Particulars  "  column,  and  the  names 
of  the  accounts  to  be  respectively  debited  and  credited 
entered  under  the  headings  provided  for  the  purpose. 

The  "  Office "  column  is  for  expenses  incurred  not 
chargeable  to  any  particular  client,  all  other  disbursements 
being  entered  in  the  "  Disbursements  for  Clients  "  column. 
To  take  as  examples  the  usual  cash  transactions  previously 
mentioned — 

(i)  Moneys  from  Clients  for  Investment, — If  paid  into  the 
bank  the  Bank  Clients*  Account  would  be  debited  and  client 
credited,  the  amount  being  entered  in  the  right-hand 
outside  column.  If  placed  on  deposit  an  entry  would  be 
made  in  the  Account  to  be  debited  column  and  Bank  Deposit 
Account  debited,  the  client  being  credited  as  before. 

(2)  Interests  on  Mortgages. — ^When  leoeived  Cash  would  be 
debited  and  the  account  in  the  Mortgage  Ledger  credited 
(vide  infra).  When  paid  into  Bank  Cash  would  be 
credited  and  Bank  Clients'  Account  debited.  In  practice, 
however,  it  is  usual  to  pay  all  moneys  intact  into  the  bank, 
full  details  being  shown  on  the  counterfoil  Paying-in 
Slips,  therefore  the  debit  to  the  bank  can  be  made  direct 
without  entering  the  amount  received  in  the  Cash  columns. 

(3)  Ground  Rents. — These  will  be  entered  in  the  same  way 
as  mortgage  interests. 

(4)  Loans  Repaid. — Cash  or  Bank  will  be  debited  and  the 
mortgagee  credited.  If  a  loan  from  the  office,  the 
mortgagor's  account  will  be  credited,  as  he  previously 
appeared  as  a  debtor  for  the  amount  of  the  loan. 

(5)  Insurances. — The  cash  received  will  be  debited  to 
Cash  and  credited  to  the  Insurance  Book  (Form  6)  or 
Ledger  Account. 

(6)  Costs. — ^AU  moneys  received  for  costs  will  be  debited 
to  the  Bank— Own  Account  and  credited  to  the  client.  If, 
however,  no  bill  has  been  delivered,  as,  for  example,  Fees 
for  Oaths,  &c.,  then  the  amount  will  be  credited  to 
"Office." 

Payments — 

(x)  Investment  of  Clients*  Moneys  on  Mortgage  or  Other- 
wise.— When  the  money  was  received  it  would  have  been 
paid  into  the  Bank — Clienfs  Account  and  credited  to  the 
client.  Therefore  a  cheque  will  be  drawn  on  this  accoimt 
and  debited  to  the  client,  not  to  the  person  to  whom  the 
money  was  actually  paid,  but  to  the  person  on  whose 
behalf  the  payment  was  made,  otherwise  in  the  Ledger  the 
client  would  still  appear  as  a  creditor  and  the  payee  as  a 
debtor. 

(a)  Interests  and  Ground  Rents  Received^  Paid  Over, — ^A 


cheque  will  be  drawn   on   Clients'  Account  and  debited  to 
the  accounts  in  the  Mortgage  Ledger,  as  explained  later. 

(3)  Disbursements  for  Clients.— Thb  amount  of  the  dis- 
bursement will  be  entered  in  the  Disbursements  for  Clients 
colunm,  and  posted  from  thence  to  the  Disbursements 
Ledger,  being  credited  to  Cash  or  Bank,  as  the  case  may 
be.  Most  of  the  small  disbursements  will,  however,  be 
found  in  the  Petty  Cash  Book. 

(4)  Repayment  to  Clients  of  LoanSy  &'c.—As  the  client 
would  be  credited  when  the  money  was  received  his 
account  must  now  be  debited. 

(5)  Office  Expenses.— These  will  be  entered  in  the  "  Office  " 
column  on  the  debit  side  and  credited  either  to  Cash  or 
Bank.  At  the  end  of  the  month  a  summary  will  be  made, 
and  the  amounts  shown  in  this  analysis  debited  to  the 
Nominal  Accounts.  Usually  an  Expenses  Journal  (Form 
9)  will  be  kept,  and  an  account  opened  for  each  creditor 
in  the  Ledger.  In  this  case  any  payments  will  be  entered 
in  the  Amount  to  be  debited  column,  and  posted  to  the 
creditor's  Ledger  Account. 

(6)  Drawings.— These  will  be  debited  to  Drawings 
Account  in  the  Private  I^edger. 

There  are  transactions,  however,  other  than  cash,  which 
are  dealt  with  through  this  medium. 

Any  allowances  off  bills  of  costs  are  entered  in  the 
"Amount  to  be  credited  "  column  and  posted  to  the  credit 
of  Clients'  Account,  being  debited  to  '*  Office."  Bad  Debts 
are  dealt  with  in  the  same  way ;  in  fact,  all  transactions 
which  cannot  be  conveniently  dealt  with  through  any  other 
medium  find  a  safe  resting  place  in  that  usual  home  for 
such  incorrigibles — the  Journal. 

It  will  be  seen,  therefore,  that  the  "Amount  to  be 
debited "  column  gives  the  total  amount  of  the  items 
debited  to  the  Ledger  Accounts  each  month,  and  the 
"Amount  to  be  credited  "  column  the  total  credits  to  the 
Ledger.  Items  posted  to  the  Disbursements  Ledger  are 
shown  separately,  so  that  the  total  under  this  head  can  be 
ascertained. 

The  •*  Office  "  columns  shows  the  actual  office  expenses  on 
the  debit  side,  and  costs,  &c.,  for  which  bUls  have  not  been 
delivered  on  the  credit  side. 

The  balance  standing  to  the  credit  of  the  two  Bank 
Accounts  is  ascertainable  at  any  time,  together  with  the 
amount  of  cash  in  hand.  The  Cash  columns  might  almost 
be  dispensed  with,  but  occasionally  entries  have  to  be 
made  therein,  so  it  is  desirable  to  retain  them. 

As  each  item  has  been  entered  once  to  the  debit  and  once 
to  the  credit,  it  follows  by  an  axiom  in  Euclid,  which  it  is 
not  necessary  to  here  repeat,  that  the  monthly  total  of 
debits  must  equal  the  total  credits. 
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Petty  Cash  Book, 

In  the  words  of  the  examination  candidate,  "  this  should 
be  kept  on  the  Imprest  System."    Comparatively  large  pay- 


ments will  have  to  be  made  by  the  petty  cashier,  as  prac- 
tically all  the  disbursements  and  expenses  paid  in  cash  will 
be  made  by  him. 
The  Petty  Cash  Book  will  be  ruled  as  follows : — 


Form  a,— 

Reckipts. 


Pktty  Cash   Book. 


Payments. 


Date 

cbI        i 

folio     Amount 

Date 
Paid 

Paxticulars 

Stamps 

and 

Telegrams 

Incidental 

Disbursements  for  Clients 

Received 

Amount  i    oaiaries 

1 

Stationery   Expenses 

Name  of 
Account 

Led.     Amount 

I    s    d 

1 

I 

i 
1 
1 

1 
1 

1 

1 

1 

1 

i 

- 

£    s   d 

£     s     d 

£    s    d 

£     s     d 

£    s    d 

All  paymjents  directly  chargeable  to  clients  are  posted  to 
the  Disbursements  Ledger  from  the  column  provided  for 
the  purpose.  Other  payments  aire  analysed  according  to 
their  nature,  and  the  monthly  totals  debited  to  the  respec- 
tive Nominal  Accounts.  The  petty  cashier  receives  a  round 
sum  from  the  cashier  at  the  beginning  of  the  month,  and  draws 
further  sums  from  time  to  time  as  required,  receiving  a 
cheque  at  the  end  of  the  month  to  bring  the  amount  in 
hand  up  to  the  same  sum  with  wiblcli  he  commenced  the 
month. 

It  is  usual  for  the  petty  cashier  to  present  his  Cash  Book 
to  the  principal  each  month  for  him  to  examine  the  pay- 
ments made  and  initial  the  totals,  if  correct. 

In  large  offices  a  cheque  will  be  drawn  for  the  exact 
amount  required  for  salaries,  and  the  posting  to  the 
Nomina]  Account  will  then  be  made  direct  from  the  Cash 
Journal. 

Disbursements  Ledger, 

It  has  been  explained  that  all  disbursements  on  account 
of  clients  are  posted  from  the  Cash  Journal  or  Petty  Cash 
Book  to  an  account  in  a  Disbursements  Ledger. 

This  is  ruled  as  follows :  — 
Form  3.— 

DiSBURSBMBNTS  LbDGBR. 


Particulars 

Disbursements 

Charged  to  Clients 

Date 

Folio 

Amount 

B.DB. 

folio 

Amount 

£     s    d 

£    s    d 

I     The  first  Cash  column  shows  the  amount  of  the  disburse- 
ment.    In  addition  to  the  payments  made  and  charged 
I  from  the  Cash  Journal  and  Petty  Cash  Book  there  will  also 
I  be  expenses  incurred  on  behalf  of  clients  to  be  posted  from 
I  the  Expenses  Journal,  such  as  agency  charges,  the  amount 
'  not  being  immediately  paid,  and  in  addition  the  client  is 
I  debited  with  a  fixed  simi  for  stationery,  postages,   &c., 
which  charge,  a  wag  facetiously  remarked,  represents  the 
solicitor's  profit. 

This  debit  is  made  from  a  Disbursements  Journal — a  few 
pages  at  the  end  of  the  Cash  Journal  often  being  used  for 
the  purpose— the  client  being  debited  and  the  Nominal 
Account  credited. 

Any  disbursements  debited  and  not  actually  charged  to 
clients  are  written  off  through  this  medium  to  the  debit  of 
Office  £xp>enses  Account. 

I  When  the  bill  is  made  out  the  total  amount  of  disburse- 
I  ments  in  connection  with  that  particular  matter  is  entered 
in  the  second  column  ;  and  if  the  bill  does  not  include  the 
whole  amount  of  the  disbursements  those  actually  charged 
are  marked,  usually  with  a  letter,  so  that  disbursements 
to  be  included  in  future  bills  may  be  seen  at  a  glance. 

The  amount  entered  in  the  second  column  is  transferred 
to  the  Bills  Delivered  Book  (Form  4). 

An  Adjustment  Account  can  then  be  prepared  at  any  time 
to  test  the  clerical  accuracy  of  the  postings  into  the  Dis- 
bursements Ledger,  thus  ensuring  that  no  items  have  been 
omitted  to  be  charged. 
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Disbursements    Ledger    Adjcstment    Accodnt. 


1907 

Jan.        I 

To  Balances  at  this  date 

f         s        .1     , 

June     30 

,    Disbursements  charged  from— 

Cash  Journal       

Petty  Cash  Book 

Expenses  Journal 
Disbursements  Journal . . 

1 

Bills  Delivered  Book. 

This  book  corresponds  with  the  Sales  Journal  used  by  a 
trader. 
Each  bill  is  press-copied,  so  thajt  no  details  have  to  be 


J907     , 
June  30  I  By  Disbursements  charged  on  Bills  as 
,  per  Bills  Delivered  Book  . . 

I    «  Disbursements  transferred  to  Office 
Expenses  as  pa:  Journal . . 


Balances  carried  forward 


entered,  the  folio  of  the  press  copy  being  given,  so  that 
reference  can  be  made  at  once  if  so  required. 

The  following  form  will  explain  its  use :  — 


Form  4.— 


Bills  Dblivbred  Book. 


Date 


Conse-     Press 


UeH«re<,    -^.'"e  ,   Copy 

I 


Name 


Amount 
Address  Matter       Led.  fo.        to  be       ; 

Debited     i 


Disbursements 


J  Net  Costs 


Led.  f  0.1  Amount 


Date 
Paid 


Memoranda 


/;     s    d     jC     s    d 


The  total  amount  of  the  bill  is  posted  to  the  debit  of  the 
clienit,  but  only  the  net  costs  are  credited  to  "Charges 
Account  "  in  the  Nominal  Ledger,  the  "disbursements" 
having  been  transferred  from  the  credit  of  the  various 
accounts  in  the  Disbursements  Ledger. 

The  "  Date  paid  "  column  is  merely  inserted  for  the  pur- 
pose of  convenience,  so  that  the  principal  may  see  at  any 
time  what  costs  are  outstanding  without  having  to  refer 
to  the  Ledger  Accounts. 

Sometimes  an  extra  colunm  is  provided  for  "Amount 
received,"  so  that  bills  paid  within  a  comparatively  short 
period  need  not  be  posted  to  Ledger  Accounts,  the  cash 
being  credited  direct.  This  method  considerably  reduces 
the  number  of  Ledger  Accounts,  and  is  peculiarly  adapted 
for  practitioners  who  have  but  one  transaction  with  a 


number  of  clients,  such  as  solicitors  practising  in  the 

Courts. 

Mortgage  Register* 

As  already  stated,  a  solicitor  collects  interests  on 
mortgages  on  behalf  of  clients,  and  in  many  offices  the 
system  adopted  is  to  open  an  account  in  the  Ledger  for 
the  mortgagor  and  another  account  for  the  mortgagee, 
debiting  the  former  and  crediting  the  latter  through  the 
medium  of  the  Cash  Journal  with  the  amount  of  interest 
due,  and  on  payment  debiting  cash  and  crediting  the 
mortgagor.  When  paid  over  to  the  client  another  entry 
has  to  be  made  debiting  him  with  the  amount. 

This  entails  a  considerable  amount  of  clerical  work,  for 
in  addition  to  the  ordinary  Ledger  Accounts  the  solicitor 
has  also  to  keep  a  Mortgage  Register  showing  when  the 
in;terests  become  due  and  particulars  of  the  securities  held. 
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This  Mortga^  Register  can,  howeirer,  very  conveniently 
be  utilised  for  the  Ledger  Accounts,  and  by  so  doing  a 
number  of  really  unnecessary  entries  in  the  Cash  Journal 


and  Ledger  can  be  obviated.    The  Mortgage  Register  for 
this  purpose  will  be  ruled  as  follows: — 


Form  8.— 

Date  of  Loan . 


Mortgage  Register. 

...  Date  Repaid Amount  of  Loan,  £. 

Description  of  Property  Charged 


Rate  of  Interest % 


Mortgagee :   Mr 

Amount  Paid  over  to  Moktgagke. 


Mortgagor :   Mr 

Amount  Received  from  Mortgagor. 


Date  Due 


Aniouiit 
Due 

£     s    d 


Date  Paid  I  iJ-^^^ 


I 
{Ltli  hamd  suit  of  page) 


C.J. 
folio 


I      Amount 


Date  Due 


Aiuouut    I       Date  Tax 

Due       !   Received   1  Deducted 


C.J. 
folio 


Amount 


£     ^    d 


£    s   d 


Amoukt  Paid  over  to  Mortgagee. 


Amount  Received  from  Mortgagor. 


0^^  1    ^eT*    :  '^•••^•^  i  oJ^ed  '   foi/o         Amount      \  D.te  Due       ^7 

Date 
Received 

Tax 
Deducted 

foiio 

Amount 

1  r  s  d 

J 

1 
! 

j 

I 

£    s   d 

iC      s     d    1 

1 

£    s   d 

£    s    d 

£     s     d 

iRtghl-katki  sids  of  page] 


Four  Accounts  wiil  be  shown  on  each  pa|;e. 


At  the  top  of  each  account  is  shown  the  particulars  of  '  the  mortgagor  the  due  date,  amount,  and  tax  deducted  are 
«ach  mortgage  and  the  names  of  the  mortgagee  and  filled  in.  When  payment  is  received  the  amount  is  posted 
mortgagor.  {  from  the  Cash  Journal,  as  already  explained. 


The  interests  are  usually  due  half-yearly,  so  the  book  is 
so  ruled  as  to  show  a  year's  interest  on  one  line,  four 
accounts  being  shown  on  a  page.  i 

i 

When  opening  the  register  care  will  be  exercised  to  ' 
anasge  the  accounts  in  datal  order,  a  few  pages  being  left 
at  the  end  of  each  month  for  new  mortgages  created.       > 

When  the  Demand  Note  for  the  interest  due  is  sent  to 


On  payment  to  the  mortgagee  the  amount  of  the  cheque 
is  debited,  the  other  particulars  having  already  been 
filled  in. 

It  sometimes  happens  that  the  date  the  interest  is  due  to 
the  mortgagee  does  not  exactly  coincide  with  the  date  it  is 
due  from  the  mortgagor,  hence  two  columns  for  "Due 
date  "  are  necessary. 
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By  this  method  one  account  serves  for  both  the  mortgagee 
and  mortgagor,  and  therefore  the  Journal  entry  when  the 
interest  becomes  due  can  be  dispensed  with,  and  only  the 
actual  cash  transaction  recorded. 

Another  advantage  is  that  each  separate  mortgage  is  kept 
entirely  distinct,  and  not  mixed  up  with  other  transactions 
in  the  client's  ordinary  Ledger  Account. 

When  the  accounts  for  the  financial  period  are  closed, 
the  only  balances  to  be  taken  into  account  are  sums 
received  and  not  paid  over,  which,  generally  speaking,  are 
not  numerous. 

Interest  on  loans  made  by  the  office  are  cleared  by  means 
of  a  Journal  entiy,  the  amount  received  being  transferred 
to  the  credit  of  Interest  on  Loans  Account. 

Of  course,  in  practice  it  frequently  happens  that  small 
differences  in  tax  have  to  be  written  off,  but  this  can  be 
done  by  means  of  Journal  entries  at  thie  end  of  the  year. 

Ground  Rents  can  be  dealt  with  in  a  similar  manner,  and, 
unless  numerous,  can  be  entered  in  the  same  book. 

Insurances, 

Many  solicitors  now  do  a  large  amount  of  insurance 
business,  and  it  is  therefore  desirable  to  have  a  separate 
book  to  record  the  premiums  due  and  received,  which  may 
be  ruled  as  follows  :  — 


Form  6. —           Insurance  Book. 
Name  of  Company Quarter  ending. 


.190  . 


Separate  pages  are  used  for  each  company,  the  total 
amount  of  premiums  due  being  credited  to  their  account, 
and  the  commission  and  stamps  deductible  debited  through 
the  medium  of  the  Cash  Journal. 

When  the  premiums  are  received  the  assured  is  credited 
direct  from  the  Cash  Journal,  no  Ledger  Account  then 
being  necessary,  except  in  special  cases,  when  a  transfer 
can  be  made  from  the  column  provided  for  the  purpose. 

Rents  Collected, 
Solicitors  often  collect  cottage  rents  on  behalf  of  clients. 
The  best  n^thod  to  record  these  rents  is  to  post  the  total 
received  each  week  for  each  client  to  a  Ledger  Account, 
recording  the  individual  amounts  in  a  Rental  Journal  ruled 
as  follows:  — 


Form  7.— 

Property  belonging  to. 


Rental  Journal. 


Quarter  ending. 


Situation 


No.  I    Tenants'  Names 


iNo. 


Street 


Rents 


:  I 

Arrears    Rents 
Particulars  of  Weekly  Receipts  |    from    I     due 
for  Quarter  last    '     this 

jQuarter  Quarter 


'£   8  d  £  s  ci  I 

'       I       I     I  ! 


£   s    d   £   s   d 


I    i 


Total 


Rec'ipts^^^ 

Patten  I  carried         Remarks 


£   s   d 


£   s    d|£   s    d 


A  Summary  Book  should  be  kept,  so  that  the  total  paid 
into  bank  may  be  agreed  with  the  weekly  totals  in  the 
Rental  Journal. 


Debts  Ledger, 
Many  small  solicitors  derive  a  large  proportion  of  their 
income  from  the  collection  of  debts. 
A  good  form  of  Debt  Register  is  ruled  thus :  — 
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Form  8. 

Client; 


Debt  Register. 


Name    i  Amount  of  Debt    . . 

Address :  Costs 

Occupation Cost  of  Summons. . 

First  Application  I      Do.     Hearing    .. 

Second      do ,  Costs  of  Judgment 

Entered,C.C Execution  Fee 

Hearing    Judgment  Summons 

Order  made  of  ,  Other  Costs.. 

Execution    


Z.002 


1,003 


Cash  R(>ceived 


Date   ,  Fo. 


£     s    d    I 


Amount 


£    9    d 


Paid  to  Client 


Date    I  Fo.      Amount 


I    >    d 


All  disbursements  axe  charged  direct  to  the  Debt 
Register,  and,  if  not  recovered,  transferred  to  the  client's 
account. 

Costs  are  dealt  with  in  a  similar  way,  the  commission 
charged  to  the  client  being  debited  from  a  separate  book 
for  Commission  on  Debts  Collected. 

If  several  accounts  are  received  for  the  same  client  the 
various  amounts  collected  will  be  transferred  to  the 
clients  Ledger  Account,  and  if  this  form  be  adopted  it  is 
advisable  to  also  have  an  extra  column  in  the  Petty  Cash 


Book  and  Cash  Journal  for  disbursements  made  in  con- 
nection with  debts. 

The  book  should  be  so  ruled  that  four  accounts  may  be 
shown  on  the  same  page,  each  account  being  numbered 
consecutively. 

Expenses  Journal. 

It  necessarily  occurs  that  certain  expenses  are  incurred 
either  on  account  of  clients  or  for  office  which  are  not 
immediately  paid.  These  are  dealt  with  through  the 
Expenses  Journal,  the  amount  being  posted  to  the 
creditors  account  in  the  usual  way. 


Form  9,— 


Expenses  Journal. 


1    ' 

■  5 
«     «         *,              '  r»    ..    1          K          .       Office 

.ol 

£'      Net 
^,  Amount 
«      to  be 
1  Credited 

Disburse-   ' 

ments  for 
Clients         Agents 

. Charges 

V  0                    Office 
■0^  Amouni 

_2b; 

Station'ry 

1 

Rent,    1  Incident! 
Rates,  &c.'  Expenses 

Other  Accounts 

^     t          Name         Particulars    Amount      credits 

Name  of 
Account 

0 

1 

Amount 

iC    s    d      £    s    d 

1   1  ; 

1           1 
1 

1            1 

£sd            iCsd£sd 

I             '       1 

1 
1 

1  .         1    ■ 

£   s  d 

£    s    d  1  £    s    d 

1 
1 

i   s  d 
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In  the  case,  say,  of  Ageats'  Charges,  the  amount  to  be 
debited  the  client  is  not  the  sum  actually  paid  to  the  agent, 
the  solicitor  receiving  a  commission  on  all  such  work. 
Therefore  the  gross  amount  of  the  bill  is  entered  in  the 
first  column  and  the  sum  deductible  by  the  office  in  the 
second,  the  net  amount  being  posited  to  the  creditor's 
account.  The  total  of  "office  credits  "  is  then  Uansferred 
to  the  credit  of  Costs  Account. 

With  this  exception  the  book  is  the  same  as  the  ordinary 
form  of  Purchase  Journal. 

It  should  be  mentioned,  however,  especially  in  view  of 
the  recent  Prevention  of  Corruption  Act,  that  although  for 
the  purposes  of  bookkeeping  the  agency  charges  are  treated 
as  disbursements,  yet  they  should  not  be  shown  as  such  in 
the  bill  rendered  to  the  client,  as  the  actual  amount  of  the 
payment  to  the  agent  is  only  very  seldom  the  amount 
debited  to  the  client. 

Of  course,  the  whole  amount  could  be  debited  to 
"Agency  Chai^ges  Office  Account,"  but  in  order  to  prevent 
omission  the  method  described  is  the  more  preferable. 

Bills  of  Costs. 
Having  briefly  discussed  the  principal  books  of  account 
to  be  kept  by  solicitors,  we  have  now  to  consider  the 
method  to  be  adopted  to  record  the  various  changes  which 
make  up  the  bills  of  costs. 

Although,  perhaps,  not  strictly  within  the  limits  of  this 
paper,  yet  reference  to  the  subject  is  most  necessary,  as  the 
importance  of  a  correct  system  of  dealing  with  these  pre- 
liminary records  is  at  once  apparent. 

There  is  no  cut  and  dried  method  that  is  universally 
followed,  much  depending  on  the  size  and  particular 
requirements  of  each  business,  but,  generally  speaking,  the 
material  required  for  the  draft  costs  is  found  in  the 
Diaries,  Call  Books,  and  Press  Copy  Letter  Books. 

The  name  of  every  caller  should  be  entered  in  a  Call 
Book  ruled  as  follows :  — 


Form  10.— 


Call  Book. 


Date 


Time 


Name 


Business 


Seen  by 


and  letters  received  and  despatched  should  be  recorded  in 
imilarly  ruled  books. 


Each  principal  and  clerk  should  enter  daily  in  a  Diary  or 
on  a  Daily  Sheet  particulars  of  the  work  upon  which  he  has 
been  engaged,  and  from  these  the  bill  clerk  will  write  up 
the  draft  bills. 

Some  use  a  Draft  Bill  Book  for  this  purpose,  whilst 
others  prefer  a  perforated  Draft  Costs  Book,  the  pages 
being  torn  out  when  the  bill  is  finally  settled. 

Another  method  which  can  be  adopted  in  small  offices 
is  for  the  Daily  Sheets  to  be  contained  in  carbon  duplicate 
books  so  perforated  across  that  a  dozen  slips  can  be  con- 
tained on  each  page. 

Particulars  of  the  work  done  for  each  client  are  entered 
on  separate  slips,  which  are  ready  gummed  at  the  back. 

Each  day  these  are  torn  out  and  posted  in  a  Guard  Book, 
ruled  in  the  same  way  as  the  Draft  Bill  Book.  Whichever 
way  is  adopted,  it  is  most  desirable  that  the  cost  clerk 
should  each  day  check  oH  the  Call  Book  and  Register  of 
Letters  Received  and  Despatched  with  the  daily  records, 
otherwise  omissions  are  almost  bound  to  occur. 

Needless  to  say,  the  Draft  Bill  Book  must  be  properly 
indexed  and  each  separate  matter  kept  distinct. 

When  the  bill  is  finally  settled  and  made  out  it  should 
be  press  copied  and  entered  in  the  Bills  Delivered  Book. 

Ledgers, 
The  Clients'  Ledger  calls  for  no  comment,  as  it  is 
ruled  in  the  ordinary  form,  although  it  is  desirable  to  show 
the  debj/ts  on  one  page  and  the  credits  on  the  opposite,  so 
that  sufficient  room  may  be  given  for  the  narrative  of  the 
entry  which,  in  the  case  of  solicitors,  must  be  a  full 
description. 

The  Private  Ledger  will  contain  the  Impersonal 
Accounts  of  the  business,  together  with  the  Drawing  and 
Capital  Accounts. 

Only  the  actual  costs  delivered ^  less  the  disbursements, 
are  posted  to  the  credit  of  the  Costs  Account,  and  usually 
costs  on  work  in  progress  are  not  taken  into  account.  Of 
course,  proper  provision  must  be  made  for  bad  debts,  and 
for  any  contingent  liability  in  connection  witii  monetary 
transactions. 

Speaking  generally,  however,  solicitors  accounts  do  not 
present  any  unusual  difficulties,  and  although  on  the 
present  occasion  it  is  impossible  to  deal  with  the  subject 
in  as  exhaustive  a  manner  as  its  importance  demands,  yet 
it  is  hoped  that  the  student  who  has  not  had  any  previous 
acquaintance  with  this  branch  of  accounting  may  have 
formed  some  idea  of  the  system  to  be  adopted  to  record 
the  transactions  of  the  members  of  the  legal  profession. 
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The  audit  of  such  accounts  demands  the  utmost  care, 
and  must  be  as  complete  as  possible,  the  following  being 
a  brief  summary  of  the  work  to  be  done  : — 

(i)  Check  Bank  Pass  Books  to  Cash  Journal,  agreeing 
balance.  (Usually  full  details  of  all  payments  into 
the  bank  will  be  entered  in  the  Paying-in  Books,  and 
it  is  advisable  to  examine  a  few  of  these.) 

(2)  Check  counterfoil  Receipt  Books,  noting  dates. 

(3)  Examine  all  vouchers  for  pa3rments  made  not 
charged  to  clients'  accounts. 

(4)  Check  postings  of  Cash  Journal  to  Ledger  and 
additions. 

(5)  Check  postings  to  Disbursements  Ledger  from  Cash 
Journal,  Petty  Cash  Book,  Expenses  Journal,  &c., 
and  transfers  to  Bills  Delivered  Book,  &c.,  finally 
verifying  the  Disbursements  Adjustment  Account, 
and  particularly  noting  that  all  balances  axe  actually 
payable  by  clients,  and  not  on  account  of  matters 
for  which  bills  have  been  delivered. 

(6)  Check  Copy  Bills  Book  to  Bills  Delivered  Book  and 
postings  from  latter  to  the  Ledger. 

(7)  Vouch  and  check  Petty  Cash  Book,  noting  that  all 
payments  have  been  passed  and  certified  by  the 
principal.  (Check  additions  of  this  and  all  other 
books.) 

{S)  Check  the  Mortgage  Register  and  balances,  taking 
care  that  no  balances  are  in  reality  interests  charge- 
able to  office. 

(9)  Examine  Agents'  Accounts,  Insurance  Books,  Rent 
Rolls,  &c. 

(10)  Check  postings  and  additions  of  Expenses  Journal, 
and  ascertain  that  all  liabilities  to  date  are  included. 

(11)  Examine  Deposit  Notes  for  cash  on  deposit  as  shown 
by  Deposit  Account  in  the  Ledger,  also  all  bills 
receivable  and  certificates,  &c.,  for  investments. 

{12)  If  credit  is  taken  for  undelivered  costs  ascertain  thai 
due  provision  is  made  for  allowances,  and  that  the 
amount  included  is  not  excessive. 

In  fact,  the  programme  of  audit  may  be  best  summarised 
in  three  words.  Prove  all  things;  for  the  transactions  are 
often  so  complicated  that  unless  the  system  of  audit  can  be  1 
described  as  thorough  it  is  of  little  practical  benefit  to  any  1 
of  the  parties  concerned,  excepting,  of  course,  those  who  do 
not  wish  their  misdeeds  to  be  brought  to  light,  and,  in  | 
conclusioa,    in   the   audit    of   Solicitors'    Accounts,    it   is  I 
desirable  to  remember —  , 

"  They  are  lools  who  kiss  and  tell,"  ! 

Wisely  has  the  poet  sung,  I 

**  Man  may  hold  all  sorts  of  posts,  I 

If  he'll  only  hold  his  tongue."  1 


MEDICAL   MEN. 
To  use  an  Irishism,  the  accounts  of  medical  men  are  con- 
spicuous by  their  absence,  consequently  there  is  no  class  of 
men  who  lose  a  greater  proportion  of  their  earnings  through 
faulty  bookkeeping  than  the  average  medical  practitioner. 

At  the  call  of  his  patients  at  all  hours  of  the  night, 

witl^put  a  day  of  rest,  and  with  responsibilities  far  greater 

than  those  of  other  professional  men,  is  it  to  be  wondersd 

at  that  he  tries  to  save  as  much  clerical  labour  as  possible 

and  keeps  his  accounts  in  so  slipshod  a  way  ? 

"  But  give  'im  his  due  as  a  man, 
An'  'e'll  do  for  you  all  'at  'e  can. 
An'  it's  not  this  an'  that  little  touch 
'At  'e'll  stop  at,  an'  say  it's  too  much." 

Yet,  generally  speaking,  people  pay  all  their  bills  before 
that  of  the  doctor,  and  even  then  often  ask  if  there  is  not 
"  something  off." 

Such  is  the  gratitude  of  human  nature ! 
For  bookkeeping  purposes  the  practice  may  be  divided 
into  three  sections,  viz. :  — 
(i)  Visits. 

(2)  Surgery. 

(3)  Special  Cases. 

The  practitioner  records  the  daily  visits  to  his  patients  in 
a  Diary,  and  on  his  return  these  are  entered  up  in  a  Pre- 
scription Book  containing  a  record  of  the  details  of  each 
case.  Some  utilise  this  Prescription  Book  as  the  posting 
medium  to  the  Ledger,  but  this  method  is  not  to  be  recom- 
mended, the  use  of  a  Tabular  Day  Book  being  preferable. 

This  Tabular  Day  Book  may  be  ruled  as  on  next  page 
(Form  II). 

Space  is  provided  for  the  patient's  name  and  address, 
and  columns  for  each  day  in  the  month.  A  column  for 
"  Scale  "  will  also  be  provided,  as  nearly  all  medical  men 
have  a  different  scale  of  fees  for  their  various  patients, 
dividing  them  into  four  classes — viz.,  A,  B,  C,  and  F,  the 
last  letter  indicating  that  the  patient  is  on  the  Free  List, 
and  be  it  said  to  the  credit  of  the  medical  profession  that 
many  indeed  of  their  patients  are  so  designated  in  their 
books. 

Any  cash  received  during  the  month  is  credited  to  this 
Day  Book,  thus  reducing  the  number  of  postings  to  the 
Ledger,  which  book  is  entered  up  monthly. 

Some  medical  men  so  rule  the  Day  Book  that  space  is 
provided  for  three  months  instead  of  one,  as  in  the  example 
given,  but  this  is  merely  a  matter  of  detail  in  no  wise 
a£fecting  the  general  principle. 

The  Ledger  may  either  be  of  the  ordinary  type  or  in 
tabular  form  to  facilitate  the  rendering  of  the  half-yearly 
accounts. 
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Form  II.—                                                                     Day  Book.                                   Month  endin 

a 

1         Visits,  Medicine,  &c. 
\o        Scale              PottAtit'c  NamA  anH  AAArt><Q.                                                                    Details 

Total  for 
Month 

Cash  Received 

Transferred  to 
Ledger 

I         2 

1        1 

3       4 

5    '&c.  &c. 

^P^-  1  Amount 

Fo.    1  Amunm 

I 

Visits  .. 
Medicine 





£     s     d 

£     s     d 

£   s    d 

C   s  .. 

1 

2 

Visits   .. 
Medicine 





' 

Visits   .. 
Medicine 

_ 

1 

&c. 

1 

1 

1 

Form  la.- 

- 

Tabular  Ledger. 

Balance, 
ist  Jan. 

Monthly  Charges 

Total 
to  ^oth 

»5*?^^       Balance 

Monthly  Charges        '  ^...  1           |       Cash 

Balance 

Year 

g 

1 

.     -  1 

Date 

owing    1 

J 

> 

1 

to  itst '  Date 

Fo.  Amounl 

OTvinp 

Apri 
May 

1       June 

•Fo. 

Amount 

ist  July     ^ 

S 
< 

E 

6 

Dec. 

31st  Dec. 

£    s  d 

£  s  d 

£  s  d 

£    s   d 

1 

£   s   d 

£  i  d 

t 
1 

1 

£     ^    *i 

1 

For  surgery  work  the  most  convenient  way  is  to  utilise 
the  Prescription  Book  as  a  record  of  work  done,  all  fees 
received  at  the  time  being  entered  in  a  Cash  column  pro- 
vided, and  the  daily  total  transferred  to  the  Cash  Book. 

Charges  not  paid  for  at  the  time  of  the  visit  are  entered 
in  the  Day  Book  (Form  11)  in  the  ordinary  way.  Special 
consultations  can  be  dealt  with  in  the  same  manner. 

It  is  important,  however,  that  the  Call  Book  should  be 
compared  daily  with  the  Day  Book  to  prevent  any  omis- 
sions which  may  have  been  made. 

Cash  Received  Book. 

A  separate  book  should  be  used  to  record  receipts  from 
patients,  the  daily  or  weekly  totals  being  entered  in  the 
General  Cash  Book. 

Many  medical  men  now  use  counterfoil  receipt  books, 
and  this  is  a  most  excellent  plan  to  adopt,  as  not  only  does 


it  prevent  fraud,  but  also  obviates  any  risk  of  the  prac- 
titioner putting  the  money  into  his  pocket  and  forgetting 
to  post  the  amount  received  to  the  credit  of  his  patient*s 
account. 

The  counterfoil  receipt  book  may  also  be  made  to  serve 
the  purpose  of  a  Cash  Received  Book,  the  posting  to  th« 
Patients'  Ledger  being  made  direct  from  this  source. 

The  great  advantage  of  the  separate  Cash  Book  for  cash 
received  is  that  the  clerical  work  can  be  done  by  the  assis- 
tant, who  does  not  thus  see  the  details  of  the  practitioner's 
expenditure  as  shown  in  the  General  Cash  Book. 

General  Cash  Book. 
The  General  Cash  Book  should  be  ruled  with  analytical 
columns  to  show  the  details  of  the  expenditure,  so  that 
only  the  monthly  totals  need  be  posted  to  the  Private 
Ledger  Accounts. 
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Form  13.— 


Particulars  '  Fo. 


0.< 


£sd 


£sd 


?1 

1.  i 

—  C 

aS 

35    ' 

£    I 

|2« 

fsd 

£sd 

General  Cash   Book. 


Si  I 

^  I  Particulars 


Fo. 


;  i!  1 

I         I,      i 


^sd 


Sometimes  it  is  not  convenient  to  pay  all  accounts  as 
soon  as  rendered,  in  which  case  a  Purchase  Book  should 
be  used,  the  invoices  being  entered  up  monthly  and  the 
cash  paid  posted  from  the  Cash  Book,  thus  balancing  each 
account. 


£sa 


ia 
^i 


Analysis 


Ledger  A/cs 


Fo. 


£sd 


I 


Amount 


Drugs 


Invest- 


£    s    d  .£  sd     £  sd 


House 


£  sd 


Horse- 
keep, 
&c. 


£  s  d 


Draw- 
ings 


£  sd 


The  Purchase  Book  should  be  ruled  with  analytical 
columns  for  the  various  classes  of  expenditure,  the  monthly 
or  half-yearly  totals  being  transferred  to  the  Private 
Ledger. 


Form  14-— 

Purchase  Book. 

Particulars 

Details 

Amount 

Date  Paid 

Details 

Other  Accounts 

Date        Name 

C.B. 
to. 

Amount 

Drugs 

Instru- 
ments 

£    s    d 

Horse-keep 
and  Stable 
Expenses 

House 

Name  of 
Account 

Fo. 

Amount 

£    s   d 

£    s   d 

£    s    d 

£    s    d 

£    s    d 

£  s  d 

Ledger. 

The  Ledger  Accounts  to  be  opened  call  for  no  special 
comment,  the  headings  of  the  various  columns  in  the  forms 
given  indicating  their  general  nature. 

The  requirements  of  each  particular  practitioner  m<ust  be 
taken  into  account  when  drafting  a  system  of  books  for  a 
medical  man,  but  the  methods  here  described  afford  a 
rough  outline  of  the  general  form  of  such  books,  and  to 
those  unacquainted  with  this  class  of  work  may,  perhaps, 
be  of  some  little  interest. 


DENTISTS. 

The  bookkeeping  is  much  more  simple  than  that  of  a 
doctor,  as  aJl  the  fees  are  derived  from  surgery  work. 

The  name  of  each  patient  should  be  entered  in  a  Call 
Book  ruled  as  follows  :— 


Form  15. 

— 

Call  Book. 

0) 

& 

Name 

Address 

By  whom      Nature  of 
Attended      Operation 

Charged 
D.B.  fo. 

Cash 
Received 

£    s    d 

If  paid  for  at  the  time  of  the  operation  the  amount  of 
cash  received  will  be  entered  in  the  Call  Book,  the  total 
giving  the  cash  takings  for  the  day ;  otherwise  an  entry  must 
be  made  in  a  Day  Book  ruled  thus :  — 
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Form  16.— 


Day  Book. 


No. 


3 


Name  and  Address 


Particulars 


Days  in  Month 


.1907 


2    I   3 


4       5 


9    I  10 


&c. 


Amonnt 
Charged 


I  £     s     d 


The  particulars  are  enteied  up  from  the  Call  Book,  each 
operation  being  represented  by  a  symbol,  thus — extraction, 
X ;  with  gas,  XN2O ;  gold  filling,  AuF.,  &c.  &c. 

At  the  end  of  the  month  the  amount  to  be  charged  is 
extended  and  posted  to  the  Ledger. 

For  mechanical  work  a  separate  Day  Book  will  be 
required,  giving  full  particulars  of  the  nature  of  the  work 
done. 

The  most  satisfactory  method  would  be  to  keep  a  Cost 
Book  showing  the  cost  of  the  materials  used  and  time 
expended  on  each  order,  and  then,  a  proper  system  of  Stock 
Accounts  could  be  instituted  to  check  the  quantities  of 
gold,  platinum,  &c.,  bought  and  used,  whilst  the  Day 
Book  could  be  so  ruled  as  to  show  the  estimated  profit 
on  each  job. 

The  Cash  Book  and  Expenses  Book  will  be  similar  to  those 
previously  described  for  medical  men  (Forms  13  and  14), 
and  need  not  be  given  here. 

Provided  the  Call  Book  is  properly  entered  up,  the 
record  of  a  dentist's  transactions  presents  no  very  great 
difficulties,  and  should  be  easily  understood  by  any 
accountant  who  has  ''cuit  his  wisdom  teeth.'* 


ACCOUNTANTS. 

"  To  thine  own  self  be  true, 
And  it  must  follow  as  the  night  the  day, 
Thou  can'st  not  then  be  false  to  any  man." 

A  certain  individual  suffering  from  melancholia  once 
consulted  a  famous  physician,  who  advised  him  to  go  and 
see  a  noted  clown  of  the  day,  whose  merry  antics  would 
make  the  most  depressed  man  laugh  and  forget  his 
troubles. 

"Alas!"  replied  the  patient,  "I  cannot  do  that.  I  am 
that  clown." 

So  indeed  it  often  is  with  a  skilled  accountant,  who 
devises  roost  intricate  and  complete  systems  for  his  clients, 


and  whose  own  books  are  kept  in  so  primitive  a  fashion, 
and  whose  methods  are  so  lax,  that  an  outsider  who  saw 
his  system  of  bookkeeping  might  well  recommend  him  to 
consult  a  professional  accountant. 

Many  there  are  who  try  to  cast  out  the  mote  in  their 
client's  eye,  forgetting  the  beam  in  their  own  eye. 

The  books  required  are  very  similar  to  those  already 
described  for  solicitors. 

The  Cash  Journal  (Form  i)  is  particularly  adapted  for 
the  transactions  of  an  accountant,  and  in  a  small  office 
all  costs  and  expenses  can  be  dealt  with  through  this 
medium. 

In  a  laiige  business  the  use  of  a  Bills  Delivered  Book 
and  Expenses  Journal  are  desirable,  but  much  depends  on 
the  class  of  work. 

A  separate  Insurance  Book  is  also  advisable,  and  a 
Mortgage  Register  where  a  large  number  of  interests  are 
collected  for  clients. 

For  all  estates  for  which  separate  Bank  Accounts  are 
opened  it  is  preferable  to  use  a  separate  Cash  Book  called 
"Separate  Estates  Cash  Book,"  ruled  with  columns  for 
Cash  and  Bank,  different  pages  being  used  for  each  estate. 

By  this  method  the  clerical  work  is  much  simplified,  all 
such  matters  being  kept  entirely  distinct. 

The  most  important  matter  to  ourselves,  however,  is  the 
system  of  recording  the  time  to  be  charged  to  clients. 

Unlike  solicitors,  who  have  a  fixed  scale  of  charges  fur 
various  classes  of  work,  accountants  are  nearly  always 
remunerated  by  the  time  occupied,  and  therefore  it  is  very 
essential  that  proper  records  be  kept. 

Each  principal  and  clerk  should  enter  in  a  Diary  par- 
ticulars of  the  work  upon  which  be  has  been  engaged 
during  the  day.  At  the  end  of  the  month  a  summary  should 
be  prepared,  showing  the  total  hours  occupied  on  behalf 
of  each  client. 
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The  most  convenient  form  of  Diary  is  that  published  by 
Messrs.  Gee  &  Co.,  the  price  ranging  from  is.  6d.,  and  as 
a  summary  ready  ruled  is  provided  at  the  end  there  is  no 
excuse  for  anyone  who  neglects  to  record  his  time  in  the 
manner  explained  above. 


Each  month  the  time  spent  on  each  matter  should  be 
posted  to  a  Time  Ledger,  which  can  be  ruled  with  columns 
for  disbursements  made  on  behalf  of  clien.t.<:  and  fees 
charged. 

The  form  is  as  follows :  — 


Form  17. 


Name  of  Client  :— 


TiMB  Ledger. 


Time 

Total  Time 

Time 
Charged 

Travelling  & 
Hotel  Ex's. 

Stationery 
and  Stamps 

1. 

«           Particulars 

"^LrialV.sl-'^c.e.u, 

Juniors 

1 

0 

s 
C 
0. 

u 
U 

2 

0 

"5 

9 

Amount 

0 

1 

n 
6 
0.' 

Amount 

.2 

Amount 

Amount 
Charged 

! 

£    s    d 

£    s   d 

£    s    d 

• 

£   s   d 

From  the  Time  Summaries  the  time  clerk  posts  the  hours 
occupied  to  the  various  accounts  in  the  Time  Ledger,  having 
first  ascertained  the  status  of  tihe  various  members  of  the 
staff. 

The  initials  of  each  are  put  at  the  top  of  the  page,  and 
any  special  work  noted  in  the  "  Particulars  "  column. 

Of  course,  the  number  of  these  columns  can  be  increased 
as  required,  but  it  is  only  in  large  offices  that  more  than 
un  members  of  the  staff  will  be  engaged  at  the  same  t'me 
on  any  particular  work,  and  even  if  such  be  tbe  case  the 
time  of  two  clerks  can  be  put  in  the  same  column,  two 
liaes  being  used  for  each  month. 

When  the  work  is  completed  the  columns  are  added,  and 
the  total  time  under  each  class  extended  and  worked  out 
at  the  rate  charged,  these  charges  being  shown  on  separate 
lines. 

The  advantage  of  this  method  is  that  a  principal  can  see 
at  a  glance  the  time  occupied  each  period  by  each  class  of 
clerks  on  the  different  audits,  and  by  recording  the  names 
of  the  clerks    he    can    quickly    ascertain    which  are  the 


drooes  to  be  turned    out    of    the    hive  when  a  proper 
opportunity  arrives. 

The  Travelling  and  Hotel  Expenses  will  be  posted  from 
the  Petty  Cash  Book,  and  Stationery  and  Stamps  from  the 
Stationery  and  Stamp  Books. 

It  is  better  to  show  these  expenses  on  the  same  page  as 
the  time,  so  that  comparisons  may  more  easily  be  made 
and  inquiry  instituted  where  necessary. 

In  the  Amount  charged  column  will  be  given  the  tuiual 
sum  debited  to  the  client,  which  is  not  necessarily  the  total . 
of  the  other  three  columns,  as  perhaps  an  agreed  sum  may 
be  charged  for  the  work,  the  time  occupied,  calculated  at 
the  usual  rate,  being  either  more  or  less,  as  the  case  may 
be.     In  practice,  unfortunately,  it  is  usually  more  ! 

It  should  be  mentioned  that  all  other  disbursements 
other  than  those  to  which  reference  has  been  made  should 
be  posted  in  the  ordinary  way  to  the  debit  of  the  client's 
Ledger  Account,  the  disbursements  shown  above  not 
usually  being  shown  separately  in  the  bill  delivered. 

When  the  bill  is  sent  to  the  client  the  posting  to  the 
Ledger  will  be  made  from  a  Bills  Delivered  Book  ruled  as 
follows: — 


Form  18. 


Bills    Delivered    Book. 


a-  c  ■ 


I        i 


Name 


Particulars 


Time 


ipri,,dpaVc,:,^'^Jci^;'i,    Juniors 


9U 


a™«m«»  .Trav'lling 
*    K-     !      and 
^""^     '     Hotel 
Expenses 


Debited 


iC    s    d      £    s    d 


Station'ry 

and 

Stamps 


£   s   d 


Net 
Costs 


£    s    d 


Date 
Paid 
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It  is  not  really  necessary  to  show  the  time  occupied  in 
this  Bills  Delivered  Book,  but  by  so  doing  the  aotual  time 
spent  on  completed  work  is  ascertained,  so  that  the  total 
time  recorded  can  be  agreed  after  extracting  the  hours 
spent  on  unfinished  jobs  from  the  Time  Ledger. 

The  totals  of  the  "  Travelling  and  Hotel  Expenses  "  and 
"Stationery  and  Stamps"  will  be  credited  to  Nominal 
Accounts  under  these  headings,  the  net  costs  being  posted 
to  "Fees  Account,"  which  may  be  analysed  to  show 
separately  "Audit  Fees,"  "Investigations,"  "Bankruptcy, 
Liquidations,  and  Assignmentts,"  &c. 

Bankruptcies,  Assignments,  and  Liquidations. 

It  is  desirable,  except  in  very  small  matters,  to  open  a 
separate  Banking  Account  for  each  estate,  and  to  record 
the  cash  transactions  in  the  Separate  Estates  Cash  Book 
already  mentioned. 

To  facilitate  reference  and  to  expedite  the  administration 
it  is  a  very  good  plan  to  use  a  Bankruptcy  Trustees'  Estate 
Book  (Gee  &  Co.)  for  each  matter,  as  by  this  method  all  the 
information  respecting  each  estate  is  contained  in  one 
book,  and  the  small  cost  is  trifling  compared  with  the 
advantages  gained. 

At  the  beginning  of  the  book  space  is  provided  for  the 
necessary  memoranda  that  have  to  be  made,  and  although 
specially  intended  for  the  use  of  trustees  in  bankruptcy, 
yet,  with  slight  alterations,  the  book  can  be  used  for  both 
assignments  and  liquidations. 

The  practice  adopted  by  some  accountants  of  keeping  all 
the  particulars  of  an  estate  on  loose  sheets  is  most  incon- 
venient, for  the  lists  often  get  misplaced,  the  pages  torn, 
and,  not  unlrequently,  valuable  time  is  wasted  searching 
through  a  mass  of  papers  for  the  information  required. 
By  collecting  all  these  details  in  one  book  all  this  trouble 
and  confusion  is  obviated  and  the  original  outlay  fully 
repaid  by  the  time  saved. 

The  well  read  man  is  not  necessarily  the  one  who  knoAS 
the  most,  but  the  one  who  knows  exactly  where  to  find  what 
he  wishes  to  learn ;  the  most  methodical  man  is  not  he 
who  carefully  endorses  all  his  papers  and  fastens  them 
together  in  the  neatest  style,  but  the  man  who  can  lay  his 
hands  on  the  information  he  requires  at  a  moment's  notice. 
The  clever  business  man  is  the  one  who  can  use  other 
people's  brains  to  his  own  advantage ;  the  intelligent 
trustee  is  he  who  wiU  use  a  Bankruptcy  Estate  Book 
instead  of  wasting  his  time  ruling  his  own  forms. 

In  a  lecture  to  accountants  it  is  not  needful  to  discuss  the 
financial  books  further,  but  a  brief  reference  to  some  of  the 
statistical  records  may  perhaps  be  profitable  to  those  who 
have  not  yet  fluttered  their  wings  as  full-fledged  C.A.'s. 

The  successfuA  accountant  requires  two  qualifications — 
tact  and  method — and  the  latter  as  much  as  the  former  is 
indispensable  to  success. 

Every  caller  and  every  telephone  message  should   be 


recorded  in  a  Call  Book,  and  a  register  kept  of  letters 
received  and  despatched.  Letters  received  should  be 
numerically  stamped  and  dated,  and  a  note  made  in  the 
Remarks  cokunn  of  the  Letters  Received  Book  showing 
how  dealt  with.. 

This  is  especially  important  in  offices  wihere  a  large  pro- 
portion of  the  business  is  in  connection  with  the  winding 
up  of  estates  in  banJuruptcy  and  under  assignments,  as 
probably  different  clerks  are  responsible  for  each  matter, 
and  therefore  in  the  case  of  any  letters  being  missing— and 
this  is  not  unknown,  even  in  the  best  regulated  offices — it 
can  be  shown  to  whom  the  letter  was  sent  out. 

The  Letters  Out  Book  should  indicate  how  the  letter  was 
delivered,  and  a  column  provided  for  postage,  so  that  at 
the  end  of  the  month  the  total  for  each  client  may  be  posted 
to  the  Time  Ledger. 

Another  useful  record  is  "Clients'  Books  Inwards  and 
Outwards,"  an  entry  being  made  for  all  books  and  papers 
received  into  the  office,  and  when  sent  back  the  date  and 
name  of  the  person  takidig  the  same  recorded. 

If  tliis  book  is  looked  through  each  month  it  effectually 
prevents  any  waste  of  time  searching  for  books  taken  away 
without  the  knowledge  of  the  clerk  in  charge  of  the  work. 

An  Index  should  also  be  kept  of  all  "clients'  papers," 
showing  the  number  of  the  box  or  locker  in  which  stored, 
or  the  number  of  the  parcel,  if  wrapped  up  and  put  away. 

Lastl}^,  there  is  the  "Cuttings  and  Forms  Book,"  in 
which  should  be  pasted  all  newspaper  cuttings  and 
advertisements  relating  to  matters  pertaining  to  the  oflicc, 
and  copies  of  circulars  and  other  printed  matter  in  con- 
nection with  companies,  bankruptcies,  &c. 

If  properly  indexed  this  book  will  effect  a  wonderful 
saving  of  time  when  similar  notices  have  to  be  sent,  whilst 
students  should  not  be  content  with  the  one  kept  in  the 
office,  but  should  prepare  a  book  of  their  own,  the  benefits 
they  will  reap  far  outweighing  the  small  amount  of  time 
and  trouble  entailed. 

And  as  this  is  a  paper  read  before  students,  many  of 
whom  will  ere  long  have  to  open  up  a  set  of  accountant's 
books  for  their  own  use,  may  I  remind  one  and  all  of  the 
advice  given  by  Micawber  to  David  Copperfield — 

"Annual  income,  twenty  pounds;  annual  expenditure, 
"  nineteen  pounds  nineteen  shillings  and  sixpence ;  result, 
"happiness.  Annual  income,  twenty  pounds;  annual 
"expenditure,  twenty  pounds  ought  and  six;  result, 
"misery.  The  blossom  is  blighted,  the  leaf  is  withered, 
"and,  in  short,  you  are  for  ever  floored." 

The  moral  conveyed  in  this  advice  is  even  more  neces- 
sary than  a  scientific  form  of  accounts  ;  the  one  can  always 
be  rectified,  the  other  never. 

Conclusion, 

My  tale  draws  to  a  close.  Much  more  there  is  to  tell, 
but  there  is  not  time  for  the  telling.     Perhaps,  however. 
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these  cursoiy  notes  may  induce  some  to  pay  more  atten- 
tion to  a  branch  of  accounting  that  has  not  in  the  past 
received  all  the  attention  which  k  deserves. 

Accountancy  is  but  a  new  profession;  scientific  book- 
keeping an  innovation  of  a  recent  time,  and  though  of  the 
making  of  many  books  there  is  no  end,  yet  still  there  is 
ample  room  for  the  members  of  the  present  and  of  future 
generations  to  formulate  new  and  improved  methods  of 
recording  the  business  transactions  of  both  traders  and 
professional  men. 

We  are  constantly  reminded  that  the  continual  additions 
to  our  ranks  will  result  in  the  profession  becoming  over- 
crowded, but 

"  Think  of  the  world  as  a  hill, 
Mark  where  the  millions  stop, 
There  is  always  a  crush  at  the  bottom, 
Push  on,  there  is  room  at  the  top." 

and  the  accountant  who  uses  his  knowledge  and  taxes  his 
brains  for  the  benefit  of  his  client  will  have  no  cause  to 
grumble  that  theie  is  no  room  for  him. 

Though  the  accounts  of  professional  men  are  theovetically 
simple,  yet  very  great  practical  difficulty  is  often 
experienced  in  introducing  any  radical  change.  Accustomed 
as  they  are  to  personally  attend  to  the  requirements  of 
their  clients,  self-satisfied  with  their  own  opinions,  and 
conscious  of  their  own  importance,  they  are  apt  to  think 
that  none  can  manage  their  own  business,  or  supply  its 
wants,  but  themselves. 

Very  great  tact  is  required  therefore  before  new  methods 
can  be  introduced,  and  even  then  it  is  often  a  long  time 
ere  they  will  acknowledge  the  benefits  of  the  improved 
system. 

But  do  not  despair.  Rome  was  not  built  in  a  day,  nor 
the  principles  of  double-entry  evolved  in  a  single  night. 

As  we  improve  on  the  systems  of  our  forefathers,  so  will 
those  who  come  after  us  discover  better  and  more  simple 
methods  than  we  adopt.  If  we  do  our  share  to  strengthen 
the  foundations  others  in  the  future  can  always  build 
thereon. 

'*  We  move,  the  wheel  must  always  move, 

Nor  always  on  the  plain, 
And  if  we  move  to  such  a  goal 

As  wisdom  hopes  to  gain, 
Then  you  that  drive,  and  know  your  craft 

Will  firmly  hold  the  rein, 
Nor  lend  an  ear  to  random  cries. 

Or  you  may  drive  in  vain ; 
For  some  cry  '  Quick,'  and  some  cry  '  Slow,' 

But,  while  the  hills  remain 
Uphill, '  Too  Slow '  will  need  the  whip, 

Downhill  'Too  Quick'  the  chain." 


Xtbe  Sbeinel&  Socfetfi  of  Cbattete& 
Hccountantd* 


The  annual  meeting  of  the  above  Society  was  held  on 
the  8th  inst.,  when  the  following 

REPORT  AND  ACCOUNTS 
were  approved  and  adopted  : — 

Your  Committee  have  pleasure  in  presenting  to  you  their 
twenty-fifth  annual  report  for  the  year  ended  31st  December 
1906,  together  with  the  Statement  of  Accounts  and  Balance 
Sheet  at  that  date. 

The  accounts  have  been  examined  and  duly  certified  by 
the  auditor,  Mr.  John  Wortley,  F.C.A. 

Mr.  F.  Hubert  Smith»  A.C.A.,  has  been  admitted  a 
member  of  the  Society  during  the  year.  The  total  number 
of  members  at  the  present  time  is  60. 

The  following  clerks  articled  to  local  members  of  the 
Institute  have,  during  the  year,  passed  the  examinations  of 
the  Institute  of  Chartered  Accountants : — 


Date 

Examination 

Clerk's  Name 

In  the  Service  of 

1906 
May 

• 

» 

November 

• 

Intermediate.. 

Final*..        !! 

■      .  •        •• 

Intermediate.. 

Final*..        '.'. 

m         •  •            •  • 

B.  C.  Davies  (6th  in 
order  of  Merit)  . . 
J.  W.  Houston 

.  W.  Merryweather 
H.  E.Roe    .. 
J.A.CIague 
A.W.Newman     .. 
E.H.  Maleham     .. 
W.  Stanser.. 

A.  W.  Macredie 

A.  J.  Piatt 

G.  S.  Greening 

C.  J.  Collier 

T.  C.  Parkin 

W.  Brining 

J.  W.  Best 

A.  E.  Aizlewood 

The  Students'  Instruction  Classes  continue  to  be  well 
attended,  and  are  proving  of  increasing  benefit  to  the 
students.  It  is  sincerely  hoped  that  every  encouragement 
will  be  given  by  principals  to  their  articled  clerks  to  attend 
these  classes. 

The  term  of  office  of  the  Society's  first  representative  on 
the  Court  of  the  Sheffield  University  expired  in  November 
last,  and  Mr.  W.  H.  Camm  was  re-elected  for  three  years. 
It  was,  however,  understood  that  such  re-election  was  not  to 
form  a  precedent  for  future  elections. 

The  hbrary  has  been  used  813  times,  by  26  members  of 
this  Society  and  42  members  of  the  Students'  Society. 

To  avoid  confusion  of  name  it  has  been  resolved  that  the 
word  '•  Incorporated  "  be  dropped  from  the  Society's  title, 
and  a  special  meeting  is  being  called  to  effect  the  necessary 
change  in  the  Society's  name  pursuant  to  this  resolution. 

In  accordance  with  Article  22,  the  following  members  of 
the  Committee  retire,  and  are  not  eligible  for  re-election, 
viz.: — Messrs.  S.  Taylor  Gill,  M.  Webster  Jenkinson,  J.  M, 
Moulson,  and  H.  Short. 

By  order  of  the  Committee, 

S.  Taylor  Gill, 

25/A  February  1907.  President, 
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Income  and  Expenditure  Account  for  the  Year  ended  31st  December  1906. 


Expenditure. 
To  Librar>'  Expenses  :— 

Rent,  &c 

Use  and  Renewal  of  Books  and  Furniture 
Printing  and  Sundries  


Less  Students'  Society,  Use  of  Room, 
Fines,  &c 


£ 
50 


s    d 


2 
14 


74  16  11 
4    5    3 


General  Expenses 

Students'  Society— Contribution  as  agreed  for  Deficiency 
on  Classes  to  December  1905  


70  II 
21     9 


19    9    o 

£ni  10    1 


Income. 


By  Subscriptions — 60  at  /*!  is 

»  Entrance  Fees— i  at  £2  ss 

,  Institute  of  Chartered  Accountants— 

Grant  towards  Maintenance  of  Library  for  the  Year  . 

«   Bank  Interest         

•  Balance  to  Capital  Account 


£    s   d 
63    0   0 

220 

36  6  10 
6  10  2 
3  II    I 


iCm  10   I 


Balance  Sheet,  31st  December  1906. 


Capital  Account  :— 


Liabilities. 


As  at  31st  December  1905         

'    Expenditure    Account 


Less    Income 
Balance 


and 


£    s  d 

418  14  9 


£    s  d 


Sundry  Creditors        

Suspense  Account— Rent  Reserved 


415  3 
13  16 
4    3 


£433    3    a 


Assets. 

Institute  of  Chartered  Accountants 
Sheffield    Chartered     Accountants     Students' 
Society 

Furniture  and  Fittings  — 

As  at  31st  December  1905         

Less  Depreciation  written  ofi 

Books  in  Library  :— 

As  at  31st  December  1905         

Less  Depreciation  written  ofif 


fa 


s    d 
6  10 


2   19     O 


70  II 
3  10 


Add  Purchases  during  Year     . . 
Cash  at  Sheffield  Banking  Company,  Lim. 


87  17  10 

17  "    7 

70    6    3 

18  18  10 


£     s    d 


39    5  10 


67    o  10 


«9    5    I 
337  II    5 

iC433    3    2 


Sheffield,  23rd  February  1907. 


Examined  and  found  correct. 


John  Wortlby,  F.C.A.,  Auditor. 


Messrs.  N.  W.  Burbidge,  W.  H.  Camm,  W.  Holmes,  and 
T.  C.  Parkin  have  been  elected  members  of  the  Committee 
in  place  of  those  retiring,  and  the  officers  for  the  ensuing 
year  are  : — Messrs.  F.  H.  Metcalfe,  President ;  T.  C.  Parkin, 
Vice-President;  A.  W.  Macredie,  Hon.  Treasurer;  John 
Wortley,  Auditor  ;  and  H.  E.  Percy  Beard,  Hon.  Secretary. 

The  date  of  the  annual  dinner  was  fixed  for  April  19th. 


£mplo]?er0'   Xfabilits  insurance 
Companies. 


A  Bill  to  apply  the  provisions  of  the  Life  Assurance  Com- 
panies Acts,  1870  to  1872,  to  companies  carrying  on  the  ' 
business  of  insuring  employers  against  liability  to  pay  com- 
pensation or  damages  to  workmen  in  their  employment. 

Be  it  enacted  by  the  King's  most  Excellent  Majesty,  by  1 
and  with  the  advice  and  consent  of  the  Lords  Spiritual  and  | 
Temporal,  and  Commons,  in  this,  present  Parliament  ' 
assembled,  and  by  the  authority  of  the  same,  as  follows : —  j 

I , — (i)  The  provisions  of  the  Life  Assurance  Companies  ; 
Acts,    1870  to   1872,   relating  to  life  assurance  companies  ' 
established  or  commencing  to  carry  on  the  business  of  life 
assurajice  within  the  United  Kingdom  after  the  passing  of 
the  Life  Assurance  Companies  Act.    1870,   shall  apply  to 


every  company,  whether  established  before  or  after  the 
passing  of  this  Act,  which  carries  on  within  the  United 
Kingdom  the  business  of  insuring  employers  against  liability 
to  pay  compensation  or  damages  to  workmen  in  their 
employment,  subject  to  such  necessary  modifications  and 
adaptations  as  may  be  made  therein  by  Order  in  Council : — 
Provided  that — 

(a)  those  provisions  shall  not  apply — 

(i.)  to  an  association  of  employers  engaged  in  any 
trade  or  industry  carrying  on  business  for  the  sole 
purpose  of  the  mutual  insurance  of  its  members  either 
against  liability  to  pay  compensation  or  damages  to 
workmen  employed  by  them  in  that  trade  or  industry', 
or  against  that  liability  and  against  any  other  risk 
incident  to  that  trade  or  industry ;  or 

(ii.)  to  a  member  of  Lloyds'  or  any  other  associa- 
tion of  underwriters  approved  by  the  Board  of  Trade, 
provided  that  he  complies  with  the  requirements  set 
forth  in  the  Schedule  to  this  Act ;  and 
(6)  such  of  tliose  provisions  as  relate  to  deposits  shall 
not  apply — 

(i.)  to  any  company  which  has  commenced  to  carry 
on  such  business  as  aforesaid  within  the  United 
Kingdom  before  the  commencement  of  this  Act,  and 
which  proves  to  the  satisfaction  of  the  Board  of  Trade 
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that  the  funds  already  set  apart  and  secured  for  the 
satisfaction  of  claims  of  employers  insured  by  the  com- 
pany amount  to  forty  tkousaxd  founds :  or 

(ii.)  to  any  company  which  has  already  made  a 
d^>osit  in  pursuance  of  the  Life  Assurance  Companies 
Acts,  1870  to  1872. 

(2)  Where  money  is  paid  into  a  County  Court  under  the 
provisions  of  the  Schedule  to  this  Act,  the  Court  shall 
(unless  the  Court  for  special*  reason  sees  fit  to  direct  other- 
wise) order  the  lump  sum  to  be  invested  or  applied,  in  the 
purchase  of  an  annuity  or  otherwise,  in  such  manner  that 
the  duration  of  the  benefit  thereof  may,  as  far  as  possible, 
correspond  with  the  probable  duration  of  the  incapacity. 

(3)  For  the  purposes  of  this  section  the  expression  ' '  com- 
pany • '  means  any  person  or  persons,  corporate  or  unincor- 
porate,  not  being  registered  under  the  Acts  relating  to 
friendly  societies. 

2. — ^This  Act  may  be  cited  as  the  Employers'  Liability 
Insurance  Companies  Act,  1907,  and  shall  come  into  opera- 
tion on  the  first  day  of  July  one  thousand  nine  hundred  and  seven. 

Schedule. 
Requirements  to  be  complied  with  by  Underwriters. 

I. — Every  underwriter  shall  deposit  and  keep  deposited 
in  such  manner  as  the  Board  of  Trade  may  direct  a  sum  of 
two  thousand  pounds.  The  Board  of  Trade  may  make  rules 
as  to  the  payment,  repayment,  investment  of,  and  dealing 
with  a  deposit,  the  payment  of  interest  and  dividends  from 
any  such  investment,  and  for  any  other  matters  in  respect  of 
which  they  may  make  rules  under  section  one  of  the  Life 
Assurance  Companies  Amendment  Act,  1872,  in  relation  to 
deposits  made  by  life  assurance  companies.  The  sum  so 
deposited  shall,  so  long  as  any  liability  under  any  policy 
issued  by  the  underwriter  remains  unsatisfied,  be  available 
solely  to  meet  claims  under  such  policies. 

2. — Where  the  person  insured  by  any  policy  issued  by  an 
underwriter  is  liable  to  make  a  weekly  payment  to  any 
workman  during  the  incapacity  of  the  workman,  and  that 
incapacity  has  lasted  for  more  than  six  months,  the  liability 
therefor  shall  before  the  expiration  of  twelve  months  from 
the  commencement  of  the  incapacity  be  redeemed  by  the 
payment  of  a  lump  sum  in  accordance  with  paragraph  (17)  of 
the  First  Schedule  to  the  Workmen's  Compensation  Act, 
1906,  and  the  underwriter  shall  pay  the  lump  sum  into  the 
County  Court,  and  shall  inform  the  Court  that  the  redemp- 
tion has  been  effected  in  pursuance  of  the  provisions  of  this 
Schedule. 

3. — ^The  underwriter  shall  furnish  every  year  to  the  Board 
of  Trade  a  statement  in  such  form  as  may  be  prescribed  by 
the  Board  showing  the  extent  and  character  of  the 
employers'  liability  business  effected  by  him. 

4. — For  the  purposes  of  this  Schedule  "policy  "  means  a 
policy  insuring  any  employer  against  liability  to  pay  com- 
pensation or  damages  to  workmen  in  his  employment. 


flew  ©r&erSt  ^c. 

The  Long  Vacation. 

At  the  Court  at  Buckingham  Palace,  the  ist  day  of 
March  1907.  Present,  the  King's  Most  Excellent  Majesty 
in  Council. 

Whereas  by  the  27th  Section  of  the  Supreme  Court  of 
Judicature  Act,  1873,  it  is  enacted  that  His  Majesty  in 
Council  may  from  time  to  time  upon  any  report  or  recom- 
mendation of  the  Council  of  Judges  in  the  said  Act  mentioned 
with  the  consent  of  the  Lord  Chancellor  make,  revoke,  or 
modify  orders  regulating  the  vacations  to  be  observed  by 
the  High  Court  of  Justice  and  the  Court  of  Appeal  and  in 
the  offices  of  the  Supreme  Court  respectively. 

And  whereas  at  a  meeting  of  the  Judges  of  the  Supreme 
Court  duly  assembled  at  His  Majesty's  Royal  Courts  of 
Justice  on  the  nth  day  of  January  1907  it  was  resolved  : 

That  it  be  humbly  recommended  to  His  Majesty  that  an 
Order  in  Council  be  made,  if  His  Majesty  shall  so  please, 
directing  that  the  Long  Vacation  should  both  commence 
and  terminate  twelve  days  earlier  than  at  present.  And 
whereas  it  has  seemed  fit  to  His  Majesty,  by  and  with  the 
advice  of  His  Privy  Council,  that  the  said  recommendation 
be  carried  into  effect. 

Now,  therefore,  His  Majesty,  by  and  with  the  advice 
aforesaid  is  pleased  to  order,  and  it  is  hereby  ordered  as 
follows : 

That  the  Trinity  sittings  of  the  Court  of  Appeal  and  of 
the  High  Court  of  Justice  shall  for  the  future  termioajte  on 
the  31st  day  of  July,  and  that  the  Long  Vacation  in  the 
several  Courts  and  offices  of  the  Supreme  Court  shall  for  all 
purposes  commence  on  the  first  day  of  August. 

That  the  Michaelmas  Sittings  of  the  same  Courts  respec- 
tively shall  for  the  future  commence  on  the  12th  day  of 
October,  and  that  the  Long  Vacation  in  the  several  Courts 
and  offices  of  the  Supreme  Court  shall  for  all  purposes 
terminate  on  the  nth  of  October. 

A.    W.    FiTZROV. 


petsonaU 

Messrs.  Moore  &  Chrystal  and  P.  G.  Irvine 
aimounce  that  the  businesses  of  Chartered  Accountants 
formerly  carried  on  by  them  at  219  and  144  St.  Vincent 
Street,  respectively,  have  been  combined,  and  will  now  be 
continued  at  226  St.  Vincent  Street,  Glasgow,  under  the 
firm  name  of  Moore,  Chrystal  &  Irvine. 

Mr.  Arthur  H.  Stevens,  of  the  firm  of  Button,  Stevens 
&  Co.,  Incorporated  Accountants,  of  63  Moorgate  Street, 
London,  E.C.,  announces  with  regret  the  death  of  his 
partner,  Mr.  Cyril  M.  Button.  The  businiifis  will  continue 
to  be  carried  on  by  Mr.  Stevens,  under  the  style  of  Button, 
Stevens  &  Co. 


404 


THE    ACCOUNTANT 


March  23,  1907. 


MfisflRs.  CoLEPAX,  Head  &  Co.,  Accountants  and 
Auditors,  of  a  Aldermanbury,  Bradford,  have  taken  into 
partnership  Mr.  Alfred  Greaves,  A.C.A.  The  style  of  the 
firm  henceforth  will  be  Colefax,  Head,  Greaves  &  Co. 


/Beetlnas  for  tbe  eneuino  Meeft. 

Tuesday  —  Institute  of  Chartered  Accountants.— 
General  Purposes  Committee,  3  p.m. 
Birmingham  Chartered  Accountant  Students' 
Society.  — Lecture,  ''Joint  Stock  versus  Private 
Ownership  of  Businesses :  Some  Practical  Differences 
in  their  Commercial  Possibilities,"  by  Mr.  W.  R. 
Hamilton,  F.C.A.  This  meeting  preceded  by  tea  at 
6  o'clock,  at  the  Library,  8  Newhall  Street. 

Wednesday— hoifDOS  Chartered  Accountant  Students 
Society. — Twenty-fourth  Annual  General  Meeting, 
at  the  Institute  of  Chartered  Accountants,  Moorgate 
Place,  E.G. ;  5.30  p.m. 

KiNGSTON-UPON-HULL  CHARTERED  ACCOUNTANTS  STU- 
DENTS* Society. — Ten  Minute  Papers,  by  Members, 
at  the  Hall  of  the  Incorporated  Law  Society,  Bowl- 
alley  Lane;  7.45  p.m. 

Leicester  Chartered  Accountants  Students' 
Society.— Lecture,  *' Income  Tax,"  by  Mr.  C.  E. 
Isaacs  (Retired  Inspector  of  Taxes),  at  Winchester 
House,  I  Welford  Road ;  7  p.m. 


failures  anb  Xtlls  of  Sale  in  Ettdland 
an&  Wales. 


According  to  Kemp's  Mercantile  Gagettit  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  Mar.  15th,  was  153,  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  London  GaMette^ 
83  ;  Deeds  of  Arrangement  registered,  70.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were: 
Bankruptcies,  100 ;  Deeds  of  Arrangement,  86— total,  186 ; 
being  a  decrease  of  33.  The  total  number  of  commercial 
failures  recorded  during  the  11  weeks  of  the  present  year  is 
1,701;  the  total  number  recorded  in  the  corresponding  11 
weeks  of  last  year  was  1,881,  showing  a  decrease  of  180. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
Mar.  15th,  was  196.  The  number  in  the  corresponding  week 
of  last  year  was  166,  showing  an  increase  of  30.  The  total 
number  filed  during  the  11  weeks  of  the  present  year  is  1,668  ; 
the  total  number  filed  in  the  corresponding  11  weeks  of 
last  3rear  was  1,742,  showing  a  decrease  of  74. 

Debenturetf. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week  ending 
Fri^y,  Mar.  15th,  amounted  to  ;£*!, 200,282,  by  way  of 
addition    to    ;(3>254ii37.  previously  issued  by  the  same 


companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ^393,692,  showing  an  increase  ol 
;^8o6,59o.  The  total  amount  registered  daring  the  11 
weeks  of  the  present  year  is  ^19,5 16,940  (in  addition  to  the 
issues  in  previous  years  by  the  same  companies),  as 
compared  with  ;^i5,286,oi8  for  the  corresponding  11  weeks 
in  1906,  showing  an  increase  of  £^^2^0,^22, 


The  Profession  In  Scotland. 


Bcottiih  Inftolvendet. 


For  the  week  ending  i6th  March  the  number  of  insol- 
vencies reported  in  Scotland  was  38,  as  compared  with  29  in 
the  corresponding  week  of  last  year.  The  tmst  deeds 
numbered  15,  as  compared  with  10 ;  the  sequestrations  7,  as 
compared  with  9 ;  and  the  petitions  for  cessio  16,  as  com- 
pared with  10.  ^  The  total  number  of  insolvencies  for  the 
eleven  weeks  of  the  year  is  304,  as  compared  with  285  in 
the  corresponding  period  of  last  year— the  trust  deeds 
numbering  143  against  127,  the  sequestrations  37  against 
73,  and  the  petitions  for  cessio  104  against  85.  Of  the 
15  trust  deeds  reported  during  the  week,  9  were  granted 
in  favour  of  Chartered  Accountants.  Only  one  voluntary 
liquidation  of  a  limited  liability  company  was  gazetted 
during  the  week,  making  36  for  the  eleven  weeks. 


Banft  Kateof  SNscoitnt 
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SPECIAL  OFFER 

For     One     Month. 


WB    ARB    OFFERING 


A    DETACHABLE     LEAF 

LEDGER  OUTFIT 


FOR 


£2    12s.    6d. 

It  consists  of  a  "Justso"  Current  Ledger    Binder  • 
with  Security  Locking  Attachment,  a  Set  of  Celluloid 
Tabbed  Index  Sheets,  and  200  Ledger  Leaves. 

This  affords  an  excellent  opportunity  of  testing  the 
possibilities  of  the  System,  why  not  embrace  it  ? 


TOLLIT&HARVEY 


Account  Book  Expbrts  &  Manufacturing  Stationers, 
Dept.  «'A.*'  79  0RB8HAH  STREET  *LOHDOH. 


BOROUOH  OF  FULHAM. 


'pHE  Council  invites  applications  for  the  position  of  Third 
Class  Clerk  in  their  Electricity  Department  at  a  salar>' 
of  ^80  per  annum,  rising  by  annwU  increments  of  £5  to  a 
maximum  of  ;( 100  per  annum,  subject  to  the  conditions 
attaching  to  the  Council's  service.  The  successful  candidate 
\»nll  be  subject  to  a  medical  examination. 

Knowledge  of  the  Card  System,  technical  terms  for  Store- 
keeping,  Prime  Cost,  Bookkeeping,  and  Consumers'  Accounts 
is  necessary. 

Applications  by  letter,  stating  age  and  previous  experi- 
ence, accompanied  by  copies  of  not  more  than  three  recent 
testimonials,  must  be  sent  to  the  undersigned  by  the  iitb 
April  1907. 

Canvassing  the  members  of  the  Council  is  strictly  pro- 
bilrited,  and  will  disqualify. 

By  order. 

R.  M.  PRESCOTT. 
Town  Hall,  Fulham,  S.W.  Town  Clerk. 


Wheatley  Kirk,  Price  &  Co., 

(BSTABLISHBD  1050) 

yjLLUERS,  AUCTIONEERS  &  ARBITRATORS 

OF    EVERY    DESCRIPTION    OF 

WORKS,  PLANT,  MACHIMERT,  ft  STOCK. 


PERIODICAL   VALUATIONS   AT  SPECIAL    RATES 

AHMVAL    INSPECTIONS      FOR     DEPRECIATION. 

SALES  OF  WORKS   BY   PRIVATE  TREATY. 

PMKTNKRSHIPS    IN    ENOINEERINO     PROFESSION     ARRANOm^ 


46   Watling    Street,    London,  E.a 

and   ALBERT    SQUARE,    MANCHESTER, 
TktxPHOMB  5,077  Bank.      Tslborams— "  INDICES,  LOVnoN.' 


XeaMno  articles* 


The  London  County  Council  Audit. 


1 T  is  greatly  to  be  hoped  that  the  party  now 
*•  in  power  at  the  London  County  Council  will 
not  allow  itself  to  be  bluffed  out  of  its  original 
intention  to  take  stock  of  its  position  with  a 
view  to  guarding  itself  against  being  made 
responsible  for  the  errors  of  its  predecessors. 
At  the  same  time,  if  this  mistake  is  to  be 
avoided,  it  is  certain  that  those  who  have  the 
matter  in  hand  must  be  careful  not  to  allow 
themselves  to  be  moved  by  irrelevant  con- 
siderations, or  by  the  efforts  that  are  apparently 
still  being  made  by  the  scattered  remains  of 
the  Progressives,  with  the  aid  of  their  friends 
in  Parliament,  to  stifle  all  independent  inquiry 
into  the  true  position  of  affairs. 

The  case,  as  we  have  already  pointed  out,  is 
that  the  recent  elections  have  been  fought  and 
won  very  largely  on  the  issue  of  manipulated 
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accounts.  The  Moderates  roundly  accused  the 
Progressives  of  keeping  their  accounts  so  as  to 
prove  what  they  wished  them  to  prove,  and  so 
as  to  conceal  that  which  they  wished  them  to 
conceal.  The  charge  was  indignantly  denied 
by  the  Progressives,  and  the  ratepayers  have 
voted  in  accordance  with  the  decision  that  they 
came  to  on  the  facts  before  them. 

As  to  whether  the  charges  of  the  Moderates 
were  true  or  false  remains  as  yet  in  a  large 
measure  to  be  proved.  If  they  be  true,  the 
position  is  that  the  Moderates  take  over 
responsibility  as  from  the  present  time  of  an 
undertaking  whose  exact  position  they  do  not 
know,  but  which,  if  their  charges  were  correct, 
must  be  far  less  favourable  than  accounts 
hitherto  published  have  disclosed.  Unless 
advantage  be  taken  of  the  present  opportunity 
to  have  a  thorough  overhauling  of  the  accounts, 
and  a  clear  start,  the  Moderates  will  have  the 
choice  a  year  hence  of  either  continuing  the 
existing  method  of  accounts,  which  they  have 
declared  to  be  everything  short  of  fraudulent, 
or  else  they  will  have  to  take  upon  their  own 
shoulders  the  responsibility  of  all  the  extrava- 
gances  of  their  predecessors  which  have  been 
committed  but  not  yet  disclosed;  for,  if  the 
accounts  at  the  end  of  the  year  are  taken  upon 
a  different  basis  to  the  accounts  at  the  begin- 
ning of  the  year,  and  a  stricter  basis,  the  neces- 
sary result  must  be  to  make  the  year's 
accounts  show  up  very  much  worse  than  is,  in 
point  of  fact,  the  case.  As  a  purely  political 
move,  apart  from  all  questions  of  honesty,  it  is 
obvious  that  this  would  be  most  unwise,  for  the 
average  layman  would  certainly  never  believe 
that  extravagances  exposed  for  the  first  time 
twelve  months  hence  had  been  perpetrated  by 
the  old  Council. 


On  the  other  hand,  it  is  the  barest  justice 
to  the  Progressives  that  the  wholesale  charges 
of  manipulation  of  accounts  that  have  been  so 
freely  levelled  during  and  prior  to  the  election 
should  now  be  proved,  and  proved  up  to  the 
hilt.  And  although  the  Progressives  themselves, 
so  far  as  may  be  judged,  do  not  appear  to  be 
at  all  anxious  that  the  necesssffy  inrfestiRations 
should  be  forthwith  undertaken,  we  venture  to 
think  that  if  they  are  neglected  the  average 
ratepayer  will  speedily  come  to  the  conclusion 
that  there  is  really  not  very  much  to  choose 
between  the  two  parties,  and  will  accordingly 
as  speedily  relapse  into  his  former  apathy, 
whence  there  will,  in  all  probability,  be  no 
chance  of  again  awakening  him. 

We  are  not  at  all  surprised  that  the  Presi- 
dent of  the  Local  Government  Board  should 
have  stated,  from  his   seat  in  the   House  of 
Commons,  that,  in  his  opinion,  an  independent 
audit  of  the  London  County  Council  accounts 
was  undesirable.     As  President  of  the  Local 
Government   Board   he  would,  in   expressing 
this  opinion,  be  merely  giving  utterance  to  the 
views  that  have  always  been  held  at  White- 
hall; which,  it  is  an  open  secret,   is  at   the 
present  time  scheming  to  extend  its  influence 
by  bringing  within  its  control  the  accounts  of 
municipal    corporations,     in     spite     of      the 
expressed   disclaimer  that  was  made   at    the 
time  the  Education  Act  was  passed.     As  an 
individual,   Mr.  John   Burns    is,  of   course, 
closely  identified  with  the  old  London  County 
Council,  and  it  is  absurd,  therefore,  to  regard 
his  utterances  on  the  subject  as  those  of  an 
impartial    statesman    whose  only  interest    is 
to  hold  a  just  balance  between  the  coiilehtions 
of  rival  parties.     If  Mr.  Burns  really  thinks 
that   an  independent   audit    of  the    London 
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County  Councirs  accounts  extending  over  the 
past  three  years  is  "  undesirable,'*  it  can  only  be 
because  he  believes  that  the  report  of  those 
auditors,  when  their  examination  has  been 
completed,  will  have  ah  effect  upon  the  public 
which,  from  his  point  of  view,  will  be  undesir- 
able. We  are,  of  course,  prepared  to  concede 
that  the  District  Auditors  do  their  duty  fear- 
lessly and  impartially,  but  we  cannot  in  reason 
be  expected  to  concede  that  they  are  possessed 
of  the  necessary  knowledge  and  experience  to 
enable  them  to  grapple  satisfactorily  with  all 
the  important  problems  that  would  arise  out  of 
a  full  examination  of  the  accounts  of  the 
London  County  Council.  We  know  that  they 
have  from  time  to  time  criticised  the  manner 
in  which  those  accounts  are  kept,  although  in 
so  doing  they  have  exceeded  their  statutory 
powers;  but  we  know  also  that  there  is  not 
upon  the  staff  of  the  Local  Government  Board 
anyone  whose  report  upon  these  accounts 
would  carry  universal  conviction,  and  nothing 
short  of  that  can  be  regarded  as  satisfactory 
under  the  present  circumstances. 

With  regard  to  the  question  of  cost,  as  we 
pointed  out  in  a  recent  issue,  should  it  really  be 
a  fact  that  the  Council  has  no  power  to  employ 
professional  assistance  in  connection  with  its 
accounts,  there  ought  to  be  no  difficulty  in 
obtaining  the  necessary  funds  from  party 
organisations.  In  this  connection  it  is  of 
interest  to  see  that  the  Observer  has  stated  that 
it  has  reason  to  believe  that,  if  it  should  prove 
necessary,  there  is  some  prospect  of  the  necessary 
sum  (which  is  put  at  about  five  thousand  pounds) 
being  raised  in  the  City  by  subscription.  For 
our  own  part  we  never  had  the  slightest  doubt 
that  the  cost  of  the  audit — which,  of  course, 
may  or  may  not  amount  to  five  thousand 
pounds — would  not  be  speedily  forthcoming  from 


somewhere,  if  the  work  were  boldly  undertaken 
without  hesitation  or  signs  of  weakness.  The 
risk  is  that,  with  the  thinly-veiled  threats  of 
surcharge,  and  the  declared  hostility  of  the 
Local  Government  Board,  the  Moderate  party 
may  take  so  long  making  up  its  mind  in  the 
matter  that  by  the  time  the  auditors'  report  is 
available  the  public  will  have  lost  all  interest 
in  the  subject.  On  the  other  hand,  prompt, 
business-like,  and  decisive  action  will  go  far 
towards  convincing  the  ratepayer  that  he  has 
done  wisely  in  putting  the  Moderates  into 
power  for  the  first  time  in  the  history  of  the 
London  County  Council. 


Lay  Auditors. 


[  N  our  issue  of  the  2nd  inst.  we  mentioned 
'*'  that  a  motion  would  be  brought  forward  at 
the  next  meeting  of  the  Civil  Service  Supply 
Association,  Lim.,  with  the  object  of  altering 
the  rules  .of  the  Association,  so  as  to  provide 
that  for  the  future  its  auditors  must  be 
members  of  the  Institute  of  Chartered  Accoun- 
tants in  England  and  Wales,  and  we  further 
mentioned  that  of  the  two  existing  auditors, 
both  of  whom  were  civil  servants,  one  was 
employed  in  the  Inland  Revenue  Department, 
and  the  other  in  the  Paymaster- General's 
Office.  In  this  connection  it  is  of  interest  to 
observe  that  the  following  circular  letter  has 
been  issued  to  members  by  the  auditors  : — 

[Copy.] 
Civil  Service  Supply  Association,  Lim. 
136  Queen  Victoria  Street, 
London,  E.C. 

20th  February  1907. 
Ladies  and  Gentlemen, 

With  reference  to  the  resolution  which  will  be  moved 
At  the  forthcoming  annual  general  meeting  to  amend 
the  Rules  in  order  to  provide  that  the  auditors  shall  be 
Chartered  Accountants,  we  believe  that  we  are  antici- 
pating your  wishes  in  submitting  our  observations  on 
the  proposal. 
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This  Association,  which  has  been  so  successful, 
affords  conspicuous  evidence  of  the  administrative  and 
controlHng  ability  of  the  Civil  Service.  The  share- 
holders, the  committee,  and  the  auditors  are  civil 
servants. 

It  is  now  proposed  by  Mr.  Sutch  that  the  audit  of  the 
accounts  shall  be  taken  from  the  Civil  Service  and 
entrusted  to  Chartered  Accountants,  presumably  on  the 
ground  that  in  the  Civil  Service  two  members  cannot  be 
found  capable  of  performing  the  duties  of  auditors. 

The  duties  and  training  of  civil  servants  are,  to  a 
great  extent,  such  as  to  qualify  them  in  a  very  special 
degree  for  the  position  of  auditor.  Indeed,  the  accounts 
of  many  large  and  important  undertakings  are  audited, 
for  the  special  purposes  set  out  in  the  Acts  of  Parlia- 
ment relating  thereto,  by  civil  servants. 

On  the  other  hand,  frauds  in  connection  with  financial 
and  other  companies,  where  the  audit  has  been  con- 
ducted by  Chartered  Accountants,  are  not  unknown, 
and  many  of  us  may  have  thought  that,  if  the  audit 
had  been  conducted  with  the  thoroughness  and  indepen- 
dence to  which  we  are  accustomed  in  the  Civil  Service, 
the  frauds  might  have  been  discovered. 

It  is  a  common  impression  that  the  audit  of  accounts 
is  more  or  less  of  a  perfunctory  character — i.e.,  that  the 
auditors  check  through  the  books  and  see  that  the 
Balance  Sheet  corresponds.  Having  in  view  the  nature 
of  the  frauds  which  are  disclosed  from  time  to  time  in 
the  Ivaw  Courts,  it  is  probable  that  the  audit  is  in  many 
cases  nothing  more. 

The  audit  of  the  accounts  of  this  Association  is  not 
conducted  on  sucli  lines.  As  carried  out  by  us  it  is 
constant,  continuous,  and  concurrent.  From  the  com- 
mencement of  our  audit  we  inaugurated  a  system  of 
books,  kept  entirely  by  ourselves  in  independence  of 
the  books  kept  by  the  accountant. 

The  basis  of  our  bookkeeping  is  an  account  of  cash 
received  and  expended.  All  sums  received  and 
expended  are  analysed  and  posted  to  their  proper 
headings,  with  the  adjustments  necessary  to  secure  to 
each  year  the  receipts  and  expenditure  due  to  it.  Every 
month  the  cash  is  balanced  with  the  Bankers'  Pass 
Books,  and,  at  the  end  of  the  year,  we  obtain  certi- 
ficates from  the  several  banks  as  to  the  balances  held  by 
them  on  behalf  of  the  Association.  The  assets  of  the 
Association,  such  as  the  Cash  Balances,  the  Title  Deeds 
of  Premises,  the  Dock  Warrants  for  goods  in  bond,  and 
the  Investments  represented  by  Stock  Certificates  are 
verified  by  actual  inspection.  We  select  items  of  the 
stock  and  compare  prices  with  invoices.  To  test  the 
deposit  balances  we  compare  Pass  Books,  taken  at 
uncertain  times  and  without  previous  notification  with 
the  Ledgers,  and  to  check  the  "  Trade  Creditors  "  \nc 


specially  scrutinise  the  early  payments  in  the  following 
year. 

Without  going  further  into  detail  we  think  that  you 
will  be  satisfied  that  the  audit,  as  now  conducted,  is 
far-reaching  and  searching,  and  that  you  will  agree  that 
there  is  no  necessity  for  casting  such  a  reflection  on  the 
Civil  Service  as  is  implied  in  the  notice  of  motion  set 
down  by  Mr.  Sutch. 

We  have,  therefore,  decided  to  place  the  facts  before 
the  shareholders,  believing  that  they  will  be  of  opinion 
that  their  interests  will  be  safer  in  the  hands  of  two 
auditors,  selected  by  their  fellow  members,  whose 
interests  are  identical  with  their  own,  and  who,  like 
themselves,  are  members  of  a  profession  whose  honour- 
able record  is  second  to  no  other. 

It  is  most  desirable  that  every  shareholder  who 
agrees  with  the  views  set  out  herein  should  vote  on  this 
occasion,  so  that  the  promoters  of  the  motion  may 
realise  that  civil  servants  decline  to  admit  that  capable 
auditors  cannot  be  found  in  their  ranks.  In  order  that 
you  may  give  effect  to  your  views  in  this  matter  we 
shall  be  glad  to  receive  your  proxy  on  this  occasion 
made  out  in  favour  of  either  of  us. 

We  are,  Ladies  and  Centlemen, 

Your  obedient  servants, 
(Signed)        William  Adams, 
(Signed)         Harry  Tomlinson. 
Auditors. 


It  is,  of  course,  possible  to  sympathise  with 
Messrs.  Adams  and  Tomlinson,  who,  if  the  pro- 
posed resolution  was  passed,  would  naturally 
find  themselves  superseded ;  but  whether  their 
method  of  dealing  with  the  situation  was 
the  most  tactful,  or  in  the  best  taste  under  the 
circumstances,  is,  perhaps,  a  more  open  ques- 
tion. It  is  one  thing  to  argue  that,  by  virtue 
of  their  calling,  civil  servants  are  qualified  in  a 
very  special  degree  for  the  position  of  auditor : 
the  point  is  one  upon  which,  of  course,  diver- 
gencies of  opinion  may  be  permitted,  but  the 
proposition  is  at  least  an  arguable  one.  But 
when  Messrs.  Adams  and  Tomlinson  go  on  to 
say  that,  on  the  other  hand,  firauds  in  connec- 
tion with  financial  and  other  companies,  where 
the  audit  has  been  conducted  by  Chartered 
Accountants,  arc  *'  not  unknown  ",  it  seems  to  us 
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that  their  argument  is  as  weak  as  their  taste 
in  adducing  it  is  questionable. 

If  frauds  never  occurred,  save  in  connection 
with  undertakings  that  had  been  audited  by 
Chartered  Accountants,  it  might  possibly  be 
contended  that  for  that  reason  a  professional 
audit  was  undesirable.  But  when  the  most  that 
can  be  truthfully  urged  is  that  in  some  few 
cases  there  have  been  frauds  which  for  a  time 
a  professional  audit  has  failed  to  detect,  it  is, 
perhaps,  unnecessary  to  point  out  that  there 
have  been  similar  cases  in  connection  with 
accounts  audited  by  laymen,  and  also  in  con- 
nection with  accounts  audited  by  members  of 
the  Civil  Service — and,  for  what  it  is  worth, 
that  the  ratio  of  failures  is  far  higher  in  the 
last  two  cases  than  in  the  first. 

In  connection  with  certain  cases  it  is  pos- 
sible that  some  may  have  thought  that  if  the 
audit  had  been  conducted  with  thoroughness 
and  independence  the  frauds  might  have  been 
discovered,  but  such  views  are  necessarily 
mere  impressions  in  the  unavoidable  absence 
of  the  information  necessary  to  enable  an 
impartial  judgment  to  be  formed.  When, 
however,  Messrs.  Adams  and  Tomlinson  go  on 
to  suggest  that  the  perfection  of  thoroughness 
and  independence  are  to  be  found  in  audits 
conducted  by  members  of  the  Civil  Service, 
one  is  tempted  to  inquire  how  long  it  is  since 
it  was  found  necessary  to  wind  up  an  invest- 
ment company  run  exclusively  by  members  of 
the  Civil  Service,  because  the  available  funds 
had  been  made  away  with  by  one  of  the  com- 
pany's officers ;  and  whether  the  audit  in  that 
case  was  not  in  point  of  fact  an  audit  by 
members  of  the  Civil  Service. 

One  might,  perhaps,  even  go  a  little  further, 
and  inquire  whether  it  is  not  a  fact  that  all 
district    auditors  are   members   of    the   Civil 


Service,  and  whether  failure  on  their  part  to 
detect  frauds  is  altogether  unknown  ;  but  it  is 
highly  unnecessary  to  labour  our  argument,  for 
it  is  hardly  to  be  supposed  that,  personal  con- 
siderations apart,  anyone  would  seriously 
suggest  that  such  an  audit  is  per  se  and  of 
necessity  better  than  a  professional  audit. 
Messrs.  Adams  and  Tomlinson  would,  it  seems 
to  us,  be  upon  far  stronger  ground  if  they 
urged  that,  having  held  their  posts  for  a 
number  of  years,  any  alteration  of  rules  with  a 
view  to  bringing  the  audit  more  up  to  date 
ought  to  be  suspended  until  a  vacancy  arises. 

With  regard  to  the  programme  of  an  ideal 
audit  put  forward  in  the  above  circular,  our 
readers  will,  we  think,  find  this  extremely 
interesting,  as  showing  presumably  what  is  the 
average  official  idea  of  what  a  really  efficient 
audit  of  accounts  consists  of;  and  they  will  not 
fail  to  observe  that  it  hardly  reaches  above  the 
level  of  that  portion  of  a  professional  audit 
which  would  ordinarily  be  performed  by  the 
auditor's  clerks.  If  we  may  regard  Messrs. 
Adams  and  Tomlinson's  statement  as  exhaus- 
tive, it  would  appear  that  in  the  highest  sense 
of  the  word  there  is  not  really  any  audit  of  the 
accounts  of  the  Civil  Service  Supply  Associa- 
tion, but  merely  such  a  system  of  internal 
check  as  any  ordinarily  well  conducted  and 
organised  concern  would  maintain  on  its  own 
account  as  supplemental  to,  but  by  no  means 
in  substitution  of,  an  independent  professional 
audit. 


Bankruptcy  Reform. — II. 

PASSING  on  to  the  second  article  on  bank- 
ruptcy  reform,  which  appeared  in  our 
issue  of  the  23rd  ult,,  the  most  interesting  sug- 
gestions therein  contained  are,  it  seems  to  us, 
those  relative  to  illegal  pawning,  which,  so  far 
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as  we  have  been  able  to  ascertain,  are  entirely 
hovel. 

Mr.  Edwards  would  appear  to  have  come  to 
the  conclusion  that  while  the  existing  provi- 
sions of  the  Debtors*  Act,  1869,  are  inadequate 
to  deal  with  the  matter,  it  is  not  really  practi- 
cable to  strengthen  those  provisions  in  the 
manner  recommended  by  the  Birmingham 
Jewellers'  Association,  so  as  to  take  away  from 
the  jury  the  power  to  acquit  the  prisoner  if  it 
is  satisfied  that  he  had  no  intent  to  defraud. 
For  our  own  part,  we  are  inclined  to  doubt 
whether  the  omission  of  these  words  would 
have  any  effect,  either  legally  or  practically. 
From  a  legal  point  of  view,  if  a  jury  is  satisfied 
that  the  prisoner  had  no  intent  to  defraud,  it 
does  not  require  the  authority  of  any  statute  to 
justify  it  in  declaring  a  verdict  of  "  Not  guilty." 
On  the  contrary,  the  question  of  motive  must 
to  a  large  extent  affect  the  question  of  the 
guilt  or  innocence  of  all  persons  tried  for 
criminal  offences ;  and  although  in  some  cases 
the  statutes  make  mention  of  this  circumstance 
and  in  other  cases  are  silent  upon  the  point, 
the  underlying  principle  must  be  always  there. 
It  is  impossible  for  anyone  to  be  guilty  of  a 
felony  without  felonious  intent,  and  it  is  equally 
impossible  for  anyone  to  commit  a  criminal 
fraud  without  intent  to  defraud.  The  only 
object  of  including  any  qualifying  words  in  an 
Act  of  Parliament  would  appear  to  be  to 
suggest  that  the  proof  of  corrupt  intention 
must  be  very  clear  before  a  conviction  can 
follow  ;  and  even  then  our  readers  will  perhaps 
hardly  require  to  be  reminded  that  in  the  case 
of  2?^:^  V.  Whittaker  Wright  Mr.  Justice  Bigham 
directed  the  jury  that  if  they  came  to  the  con- 
clusion that  the  prisoner  had  deliberately 
sanctioned  the  issue  of  false  accounts,  knowing 
them  to  be  false,  they  were  justified  in  conclud- 


ing that  they  were  issued  with  intent  to  deceive 
and  defraud* 

Mr.  Edwards  apparently  comes  to  the  con- 
clusion, as  a  result  of  his  experience — and 
naturally  the  question  of  illegal  pawning  is  one 
very  closely  bound  up  with  the  jewellery  trades — 
that  it  is  impracticable  to  altogether  prohibit  the 
pawning  of  goods  that  have  not  been  paid  for.  He 
suggests,  however,  that,  following  the  lines  of  the 
Act  for  regulating  the  business  of  dealers  in  old 
metals  of  186  r,  every  trader  should  be  required 
to  keep  a  book  containing  full  particulars  of 
any  goods  pawned  by  him,  and  that  the  entries 
in  that  book  should  be  conclusive  evidence 
against  such  trader.  Prima  facie  this  would 
appear  to  be  a  most  convenient  way  of  provid- 
ing that  the  evidence  necessary  to  convict  a 
fraudulent  bankrupt  should  in  all  cases  be 
readily  available,  practically  at  no  expense  to 
the  prosecution,  but  we  must  confess  to  being 
a  little  sceptical  as  to  its  success  in  practice. 
If  such  a  book  contained  incriminating 
evidence,  we  feel  satisfied  that  it  would  not  be 
forthcoming  in  the  bankruptcy  ;  and  whatever 
penalties  might  be  provided  for  failure  to  keep 
such  a  book,  it  would  be  extremely  difficult  to 
secure  conviction  and  deterrent  sentences 
unless  there  were  conclusive  evidence  that  there 
really  had  been  improper  dealings,  and  that  the 
case  was  not  merely  one  of  failure  to  comply 
with  the  technical  requirements  of  an  Act  of 
Parliament.  Even  supposing,  however,  that 
our  forecast  of  its  probable  effect  should  prove 
to  be  mistaken,  we  may  point  out  that  no 
sane  man  would  deliberately  record  in  such  a 
book  a  transaction  that  might  lead  to  his 
imprisonment  for  two  years,  with  or  without 
hard  labour,  when  he  could  perfectly  easily 
secure  his  ends  by  indirect  means.  If  a  man 
were  desirous  of  pawning  stock  that  he  had 
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not  paid  for,  but  did  not  wish  to  risk  the 
punishment  that  is  reserved  for  that  particular 
form  of  crime,  he  would  (assuming  him  to  be 
possessed  of  one-tenth  of  the  intelligence  of 
the  average  fraudulent  bankrupt)  either  secure 
the  money  that  he  wanted  by  an  out-and-out 
sale  of  the  goods  considerably  below  cost — 
which  in  itself  is  no  offence — or  else  he  would 
sell  them  to  some  nominee  or  fictitious  person 
and  let  the  supposed  purchaser  do  the  pawning. 

For  our  own  part,  we  have  another  remedy 
to  suggest,  which,  it  seems  to  us,  possesses  the 
merit  of  being  somewhat  simpler.  It  is  that 
every  pawnbroker  receiving  new  goods  in  pledge 
should  be  required,  as  a  condition  precedent  to 
his  being  entitled  to  retain  those  goods  as 
against  a  subsequent  trustee  in  the  bankruptcy 
of  the  pawner,  to  require  the  latter  to  supply 
him  with  a  statutory  declaration  setting  forth 
whence  he  obtained  the  goods,  and  definitely 
stating  that  they  had  been  paid  for.  In  the 
event  of  fraud,  a  prosecution  could  then  be 
conveniently  founded  upon  the  false  declaration. 
We  must  confess,  however,  that  we  do  not  feel 
sanguine  that  any  material  advance  would  have 
been  made  by  such  an  enactment ;  the  effect 
of  which  would  probably  be  to  drive  away 
bnsiness  from  pawnbrokers — who  for  the  most 
part  are  an  entirely  respectable  body  of  persons 
— and  to  transfer  it  to  money-lenders,  who 
although  also  licensed  do  not  in  all  cases  stand 
upon  so  high  a  plane. 

With  regard  to  the  suggestion  that  full 
criminal  powers  in  bankruptcy  should  be  given 
to  the  Bankruptcy  and  County  Courts,  and  the 
farther  suggestion  that  the  existing  powers  of 
the  Treasury  in  such  matters  should  be  trans- 
ferred  to  the  Board  of  Trade,  while  admitting 
that  the  idea  might  be  worth  trying,  we  must 
confess  to  feeling  somewhat  doubtful  as  to  the 


result.  The  existing  power  of  a  County  Court 
Judge  to  commit  persons  to  trial  for  wilful  and 
corrupt  perjury  has  proved  an  absolute  failure, 
because,  in  the  absence  of  the  necessary  deposi- 
tions, convictions  do  not  result  from  trials 
instituted  under  such  circumstances.  With 
regard  to  the  Board  of  Trade,  we  have  yet 
to  learn  whether  it  is  really  more  anxious 
than  the  Treasury  that  fraudulent  bank- 
rupts should  receive  their  deserts.  Were  it 
really  so,  it  would,  one  would  think,  be  easy 
for  it  to  give  such  instructions  to  Official 
Receivers  as  would  lead  to  a  considerable 
increase  in  the  number  of  bankruptcy 
prosecutions. 

With  regard  to  the  question  of  bookkeeping 
— or  rather  omission  to  keep  proper  books  of 
account — Mr.  Edwards,  differing  from  the 
Jewellers'  Association,  appears  to  think  it  would 
be  improper  to  imprison  a  bankrupt  for  the 
want  of  good  bookkeeping  if  another  trader, 
perhaps  also  insolvent  but  not  bankrupt,  were 
allowed  to  escape.  We  must  confess  that  we 
do  not  altogether  see  the  difficulty,  unless  it  be 
the  difficulty  of  getting  the  average  jury  to 
appreciate  that  so  long  as  a  man  can  pay  his 
way  he  is  entitled  in  a  free  country  to  make  as 
big  a  fool  of  himself  as  he  may  think  fit,  but 
that  as  soon  as  he  cannot  pay  his  way  the 
rights  of  creditors  intervene,  who  are  entitled 
to  be  protected  against  persons  who  continue 
to  trade  after  they  are  insolvent — that  is  to  say, 
with  other  people's  capital.  We  do  not  attach 
much  importance  to  the  argument  that  other 
persons  besides  bankrupts  may  continue  to 
trade  after  they  know  themselves  to  be  insolvent. 
The  mere  fact  that  bankruptcy  per  se  carried 
with  it  serious  practical  disabilities  should 
prove  an  unmixed  advantage,  as  tending  to 
induce  debtors  to  come  to  advantageous  terms 
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with  their  creditors.  As  matters  stand  at  the 
present  time  there  is  a  large  and  increasing 
class  of  persons  who  have  absolutely  nothing 
to  lose  by  bankruptcy.  The  only  way,  as  it 
seems  to  us,  of  remedying  this  deplorable  state 
of  affairs  is  to  make  bankruptcy  more  unpleasant 
than  it  is  at  present ;  and,  provided  more 
adequate  facilities  were  given  for  arrangements 
between  debtors  and  creditors  outside  of  bank- 
ruptcy even  in  cases  where  the  creditors  are 
not  unanimous,  we  think  that  nothing  but  good 
could  result  from  an  alteration  of  the  law  which 
regarded  all  bankrupts  diSprimd  facie  fraudulent. 
This  is,  of  course,  a  somewhat  radical  alteration 
to  suggest,  and  it  would  be  sufficiently  far- 
reaching  to  require  a  somewhat  wholesale 
amendment  of  the  bankruptcy  law  as  it  now 
stands  ;  but  it  follows,  we  think,  the  only  line 
likely  to  lead  to  a  better  state  of  affairs  in  the 
future.  So-called  private  arrangements  between 
debtor  and  creditor  should  be  regularised  and 
facilitated  in  every  possible  way  as  a  means  of 
dealing  with  insolvent  estates  where  the  debtor 
is  honest.  The  machinery  in  bankruptcy  proper 
would  thus  be  reserved  for  cases  of  fraud,  or 
primd  facie  fraud,  and  in  such  cases  at  least 
some  reversion  to  the  less  humane  systems  of 
past  ages  would  in  the  long  run,  we  are 
convinced,  prove  advantageous. 


TRIleeRls  tiotcs. 


PttialUM  nndn    '^^®  entirely  new  spirit  in  which  the 
the  OompanlM     Registrar  of   Joint-Stock    Companies 
*«*■•  now  contemplates  his  duties  is  shown 

by  the  considerable  increase  in  the  number  of  prosecu- 
tions that  have  taken  place  of  late  under  the 
Companies  Acts,  and  more  especially  in  the  fact  that 
substantial  penalties  are  now  asked  for,  instead  of 
the  department  being  content  with  merely  nominal 
penalties,  that  serve  no  useful  purpose,  and  certainly 
do  not  justify  the  costs  of  the  proceedings.    A  some- 


what extreme  case  was  heard,  however,  in  the  Bow 
Street  Police  Court  the  other  day,  when  John  W. 
SutcUffe  &  Co.  were  fined  £is  and  two  guineas  costs 
for  omitting  to  file  a  return  of  members  for  the  year 
1905,  when  the  returns  for  1906  had  been  duly  filed. 
It  was  stated  for  the  defence  that  the  officer  upon 
whom  this  duty  had  devolved  had  overlooked  the 
matter,  and  the  fact  that  the  1906  return  had  heeh  filed 
certainly  suggested  that  there  was  no  intentional  default. 
Under  these  circumstances  so  substantial  a  penalty  as 
£2^  is  in  marked  contrast  to  the  fines  that  would  have 
been  inflicted  a  year  or  two  since. 


Depreoiatloii  and  It  is  of  interest  to  note  that  whereas 
ObsoUioenca.  the  total  car  receipts  of  the  London 
Road  Car  Company,  Lim.,  have  steadily  increased 
from  ;£'i97)366  in  the  latter  half  of  1904  to  ;f204,oio  in 
1906,  the  ordinary  dividend  has  fallen  from  6}  per  cent, 
for  1904  to  5  per  cent,  in  the  following  year,  while  for 
the  latter  half  of  1906  no  dividend  was  paid.  This 
circumstance  is  partly  accounted  for  by  the  fact  that 
while  the  total  receipts  have  increased  ;£'5,ooo  and 
;f8,ooo  in  the  two  years  respectively,  the  working 
expenses  have  increased  ;£'i,ooo  and  jf*!  3,000;  but  the 
real  explanation  appears  rather  to  lie  in  the  fact  that 
whereas  the  current  charge  for  renewals  and  deprecia- 
tion in  the  three  periods  has  been  ;£'i,039,  ;£'i|052,  and 
;f  1,406,  it  has  been  found  necessary  to  transfer  ;f  6,000 
to  Reserve  in  1905,  and  ;£'5,oooin  1906,  whereas  nothing 
was  taken  to  Reserve  in  1904.  This  provision  of 
;f  1 1,000  is  no  doubt  considered  desirable  to  provide  for 
the  obsolescence  of  horse  *buses,  and  it  may  well  be 
argued  that  their  rapid  development  could  not  very 
well  have  been  foreseen  in  1904.  At  the  same  time  it 
may  be  pointed  out  that  the  really  successful  under- 
taking is  the  one  that  has  sufficient  reserves  in  hand 
to  meet  unforeseen  as  well  as  foreseen  contingencies. 
Had  the  shareholders  been  content  with  slightly  smaller 
dividends  in  the  past,  the  position  of  the  company  at 
the  present  time  would  be  far  more  stable. 


An  Action  for     The     Irish     King's     Bench    Division 
^^^^^  delivered  judgment  on  the  28th   ult. 

in  the  case  of  The  National  Assurance  Company  of 
Ireland  v.  Perrin,  in  an  action  for  calls,  which  we 
think  may  be  of  more  than  local  interest.  In  this 
case  the  plaintiff  company  sued  the  defendant  for 
;f  336,  being  a  call  of  £6  per  share  on  fifty-six  shares 
standing  in  his  name.  The  defendant,  however, 
pleaded  that,  under  the  provisions  of  the  company's 
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charter,  in  the  event  of  default  of  payment  by  members, 
the  directors  were  required  to  sell  and  dispose  of  the 
shares  of  such  members,  and  that  if  sufficient  was  not 
realised,  they  could  then  sue  for  the  balance.  The 
defendant  therefore  contended  that  he  was  only  liable 
to  be  sued  after  such  forfeiture  and  sale  of  his  shares, 
and  then  only  for  the  amount  of  the  then  deficiency. 
The  company,  however,  pleaded  that  the  forfeiture  and 
sale  of  the  shares  were  not  a  condition  precedent  to 
suing  for  the  amount  of  the  calls,  and  that  the 
defendant  was  liable  to  be  sued  for  the  full  amount, 
and  not  merely  for  the  deficiency  remaining  after  such 
sale.  The  Court  (Mr.  Justice  Johnson  dissenting) 
decided  in  favour  of  the  company,  but  granted  a  stay 
of  execution  with  a  view  to  an  appeal. 


Tba  London       ^°  ^®^  ®^  *^®  statement,  reported  to 
Comity  Gonnell    have  been  made  by  Sir  John  Benn  last 
Audit.  week,  that  the  proposed  audit  of  the 

London  County  Council  was  an  insult  to  the  dignity  of 
the  Councillors,  and  a  system  not  employed  in  any  other 
municipality  in  the  Kingdom,  it  would  be  interesting  to 
learn  upon  what  authority  Sir  John  committed  himself 
to  this  extraordinary  misstatement.  It  must  surely  be 
common  knowledge  that  a  very  large  percentage  of  the 
municipalities  of  England  regularly  have  their  accounts 
audited  by  Chartered  Accountants,  and  that  in  many 
Scottish  burghs  an  independent  professional  audit  is 
compulsory.  If  any  insult  were  implied  by  having 
a  professional  audit,  it  is  safe  to  say  that  every 
business  man  of  any  experience  must  have  been 
very  considerably  insulted  upon  several  occasions. 
Where,  however,  the  dignity  of  the  accounting 
party  suffers  is,  it  seems  to  us,  when  he  makes  a 
fuss  and  resents  that  which  every  reasonable  person 
knows  to  be  desirable,  and  which  by  this  time  the  great 
majority  of  persons  have  come  to  regard  as  highly 
necessary  in  the  case  of  the  London  County  Council 
acconnts. 


which,  we  take  it,  is  that  Surveyors  of  Taxes  would  not 
be  justified  in  regarding  refusal  to  produce  a  copy  of  a 
Balance  Sheet  as  a  ground  for  suspicion  as  to  the 
accuracy  of  the  return ;  nor  do  we  quite  see  why  the 
case  of  public  companies  stands,  of  course,  upon 
another  footing.  If  the  view  taken  be  that  the  Surveyor 
must  rest  content  with  a  Profit  and  Loss  Account,  it 
would  appear  to  be  equally  applicable  to  all  classes  of 
undertakings.  If,  on  the  other  hand,  the  question  is  one 
of  the  confidential  nature  of  the  information  afforded 
by  the  Balance  Sheet,  we  may  point  out  that  under  the 
existing  law  a  company  is  perfectly  entitled  to  regard 
its  Balance  Sheet  as  a  confidential  document.  We 
recognise  a  certain  diffidence  in  the  case  of  the  tax- 
payer who  has  been  on  the  verge  of  bankruptcy  for 
some  years,  but  in  the  nature  of  things  exceptional  cases 
cannot  regulate  rules.  In  the  great  majority  of  cases 
unquestionably  the  Surveyor  is  content  to  accept  state- 
ments of  fact  from  a  Chartered  Accounta'nt  without 
verification,  but  it  must  be  borne  in  mind  that  Surveyors 
of  Taxes  firequently  come  across  other  classes  of  accoun- 
tants in  the  course  of  their  duties  whose  certificate 
could  not  safely  be  accepted  without  due  inquiry. 


Vu 


The  letter  from  Mr.  M.  Webster 
Barroyon  and  Jenkinson,  which  we  reproduced  in  our 
alAMo  Shoeti.  i^^^  issue,  revives  a  discussion  of  some 
interest.  Here,  as  for  that  matter  in  most  other  cases, 
there  is  no  doubt  a  good  deal  to  be  said  upon  both  sides, 
but  bearing  in  mind  that  income-tax  officials  are  pledged 
to  secrecy,  and  that  by  virtue  of  their  office  they  must, 
of  necessity,  acquire  a  considerable  amount  of  informa- 
tion concerning  the  private  affairs  of  the  public,  we  do 
not  altc^ether  appreciate  Mr.  Jenkinson's  argument, 


«w   ^    ^.-L-«      The  Lord  Chancellor  has  consented  to 
Tho  Oonitltation 

of  tho  Oonrt  of  amend  the  Bill  now  before  the  House 
Appoai.;  of  Lords,  to  enable  the  six  members 
of  the  Court  of  Appeal  to  sit  in  three  divisions  instead 
of  two  by  providing  that  they  may  do  so  with  the 
consent  of  the  Lord  Chancellor,  "  if  he  is  satisfied  that 
there  is  any  special  cause."  The  new  words  would 
doubtless  have  the  effect  of  limiting  a  very  undeshrable 
innovation  to  times  of  urgency,  but  bearing  in  mind  the 
huge  accumulation  of  arrears  at  the  present  time,  they 
would  apparently  have  no  practical  effect  for  some  con- 
siderable time  to  come. 


Tho  City  and  tho  A  largely-attended  meeting  of  business 
inoomo  Tax.  men  was  held  at  the  Cannon  Street 
Hotel  on  the  22nd  inst.  for  the  purpose  of  pressing  upon 
taxpayers,  in  view  of  the  estimated  surplus  in  the  forth- 
coming Budget,  the  urgent  necessity  for  income-tax 
reduction  and  reform,  when  a  resolution  was  unani- 
mously passed  to  the  effect  that,  in  the  opinion  of  this 
meeting,  the  income-tax  should  be  substantially 
reduced,  particularly  on  earned  incomes;  that  the 
question  of  raising  the  present  abatement  limit  be  con- 
sidered; that  the  anomalous  treatment  of  married 
persons  be  rectified ;  that  the  "  average "  system  be 


414 


THE    ACCOUNTANT 


March  30,  1907. 


abolished;  that  a  depreciation  allowance  on  wasting 
assets  be  granted;  and  that  every  possible  step  be 
taken  to  prevent  gross  evasion  of  the  tax,  particularly 
by  foreign  traders.  It  is  questionable  whether  all  those 
who  voted  for  this  resolution  had  previously  considered 
in  detail  all  the  numerous  and  somewhat  technical 
questions  involved.  For  our  own  part,  we  think  the 
resolution  would  have  stood  a  better  chance  of  influenc- 
ing the  Chancellor  of  the  Exchequer  had  it  been  limited 
to  the  first  clause,  relating  to  the  substantial  reduction 
in  the  rate  of  the  tax. 


OompnlMry  Mr.  Registrar  Linklater  is  reported  to 
Aeoonntintf.  have  stated  recently  in  the  Bankruptcy 
Court  that  "  the  absence  of  books  bad  amounted  to 
quite  a  disease  "  in  that  Court,  "  especially  in  the  case 
of  foreigners,"  and,  taking  this  as  his  text,  a  legal 
^correspondent  of  The  Financial  Times,  in  the  course  of 
two  ably-written  articles,  puts  forward  some  Interesting 
suggestions.  He  first  of  all  draws  attention  to  the 
fact  that  improperly  kept  and  unbalanced  books  are 
more  frequent  even  than  the  absence  of  books,  and 
this  points  to  a  serious  defect  in  the  common  law.  A 
point  is  then  made  that  while  some  of  the  Criminal 
Law  Acts  deal  with  false  books  and  entries  made  or 
omitted  with  intent  to  defraud,  there  is  no  statutory 
obligation  on  the  part  of  traders  to  keep  books  of 
account ;  neither  is  there  any  clause  in  the  Partnership 
Act,  or  the  measures  relating  to  joint-stock  concerns, 
which  enacts  that  books  of  account  shall  be  kept.  In 
some  cases,  of  course,  the  particulars  required  to  be 
furnished  to  the  authorities  render  books  of  account 
very  necessary,  but  in  general  the  objection  is  sound. 
Table  A,  of  course,  deals  with  this  point  indirectly,  and 
it  is  hardly  conceivable  that  the  provision  would  be 
entirely  avoided,  for  the  attempt  would  be  suffi- 
ciently obvious  to  cause  suspicion.  It  is  once  again 
pointed  out  that  the  only  penalty  attaching  to  the 
absence  of  books  of  account  lies  in  the  suspension  of 
the  bankrupt's  discharge,  which  latter  privilege,  judg- 
ing from  recent  statistics  and  observations,  is  not 
exactly  appreciated  at  its  theoretical  value.  The 
second  article  describes  very  fully  the  provisions  and 
the  working  of  the  Imperial  Legal  Codes  in  Germany, 
and  these  are  declared  to  be  the  models  worthy  of 
emulation.  The  German  commercial  code  came  into 
operation  in  1900,  and  among  its  900  articles  are 
several  chapters  relating  to  trade  books  and  accounts 
common  to  various  classes  of  industry.  From  the 
able  summary  of  these  provisions  which  our  contem« 


porary*s  correspondent  quotes,  we  gather  that  all 
letters,  originals  received  and  copies  of  those 
despatched,  must  be  kept  for  ten  years,  and  all  books  of 
account  for  the  same  period  &om  the  date  of  the  last 
entry  in  them.  Every  trader  is  required  to  prepare  an 
inventory  and  a  Balance  Sheet  on  commencing  busi- 
ness, and  similar  statements  at  the  end  of  each 
financial  year.  Unfortunately,  details  of  the  books, 
&c.,  are  not  given,  the  writer  being  content  to  make 
the  point  that  the  code  provides  for  such  matters,  and 
any  neglect  Is  an  infringement  of  the  law,  whereas  in 
England  no  obligations  whatever  are  placed  on  the 
trading  community.  We  wonder  if  we  can  prevail 
upon  our  Teutonic  friends  to  enlighten  us  on  the  points 
in  their  commercial  code  which  are  of  interest  to 
accountants. 


AeoeptuioM  ^^  is  reported  that  a  discussion  has 
in  Maw  York,  arisen  in  New  York  as  to  the  adoption 
of  the  system  of  granting  acceptances  by  banking 
institutions  in  that  city.  The  whole  point  is,  of  course, 
as  to  whether  such  acceptances  could  be  discounted 
as  readily  as  is  the  case  here,  and  it  seems  that  expert 
opinion  is  by  no  means  entirely  at  one  on  the  matter. 
It  has  been  pointed  out  that  New  York  has  quite 
enough  on  hand  at  present  in  financing  the  trade  of 
the  United  States. 


toTMt.  ^°  *  bankruptcy  case  which  came 
before  Mr.  Justice  Bigham  in  the 
King's  Bench  Division  last  week  it  was  stated  that  the 
trustee  had  incurred  a  liability  of  ;f  109  i8s.  for  penal 
interest  at  the  rate  of  20  per  cent,  in  respect  of  ^^320 
which  had  not  been  paid  into  the  Bankruptcy  Estates 
Account  within  the  period  prescribed  by  the  Bank- 
ruptcy Acts.  There  were  two  points  to  be  decided, 
the  first  of  these  being  whether  this  penal  interest, 
which  was  not  disputed  by  the  trustee,  could  be  set  off 
against  a  sum  of  £gQ  due  by  the  estate  to  the  tmstee ; 
and  the  second,  whether  the  penal  interest  in  question 
should  be  paid  to  the  Treasury  or  to  the  Board  of 
Trade.  It  transpired  that  the  practice  had  been  to 
treat  such  items  as  due  to  the  Treasury,  but  in  1904  the 
point  was  submitted  to  Mr.  Montague  Muir  Mackenzie, 
then  Counsel  to  the  Board  of  Trade,  and  he  had 
expressed  the  opinion  that  the  money  should  be  treated 
as  due  to  the  bankrupt's  estate.  The  Judge  decided 
that  the  ;£'90  could  be  set  off  against  the  ;£'i09,  and  that 
the  penal  interest  was  due  to  the  bankrupt's  estate  and 
not  to  the  Treasury. 


March  30,  1907. 


THE    ACCOUNTANT 


416 


OompanlM  ^*  ^^  reported  that  a  new  Companies 
Amaiitfiiiuit  Aet:  Act  has  come  into  force  in  New  South 
■•w  aonthWalea.  ^ales,  and  we  note  that  one  of  the 
principal  clauses  requires  *'  foreign "  companies  to 
fnrnish  certain  particulars  in  line  with  the  Annual  List 
and  Summary  familiar  in  this  country.  "  Foreign  com- 
panies "  is  said  to  embrace  every  company  or  society 
formed  or  incorporated  in  any  country,  colony,  or  State 
other  than  New  South  Wales  and  carrying  on  business 
in  New  Sonth  Wales. 


It  seems  to  be  generally  admitted  in 
banking  circles  that  no  reform  in  the 
direction  of  Bank  Balance  Sheets  and  the  Reserve 
problem  can  be  efifected  immediately,  so  that  the  sub- 
committee appointed  by  the  Committee  of  the  Clear- 
ing Bankers  will  have  plenty  of  time  within  which  to 
consider  these  important  questions.  It  may,  perhaps 
rightly,  be  considered  that  the  fact  that  a  sub- 
committee has  been  appointed  points  to  a  recognition 
on  the  part  of  the  leading  bankers  of  the  country  that 
the  recent  criticism  directed  towards  the  matters 
referred  to  is  not  unreasonable. 


■udelpal  Trading  In  a  paper  read  by  Mr.  P.  D.  Leake, 
ADd  F.C.A.,  before  the  Institute  of  Directors 

Pla»t  MMi^MUiM.  i^t  week,  an  interesting  suggestion  is 
made  that  municipal  trading  concerns  and  limited 
companies  should  keep  a  register  of  plant,  ruled  to 
record  date  of  purchase,  original  cost,  and  an  estimate 
of  the  effective  life  of  each  productive  class.  This  is 
to  be  compulsory,  and  to  be  open  to  inspection  by 
ratepayers  and  shareholders,  without,  however,  involving 
any  liability  on  directors.  Mr.  Leake  holds  the  view 
that  depreciation  is  as  much  an  operative  expense  as 
operative  wages. 


A  financial  contemporary  states  that, 
Baakroptoy  Law.  according  to  the  law  of  Russia,  a  firm 
finding  itself  in  difficulties  may  avoid  actual  bank- 
roptcy  by  applying,  presumably  to  the  Courts,  to  have 
its  affairs  managed  for  a  time  by  a  committee  of 
creditors,  which  is  called  an  administration.  We  do 
not  know  how  far  it  may  be  presumed  that  this  process 
is  binding  on  creditors,  but  if,  as  we  imagine,  it  is,  then 
the  method  seems  to  be  quite  an  improvement  on  the 
working  of  oor  Deeds  of  Arrangement  Act.  It  would 
be  exceedingly  interesting,  and  withal  instructive,  if  a 
Tolome  were  available  dealing  with  comparative  bank- 


ruptcy  legislation.  We  commend  the  suggestion  to 
the  sister  profession  in  the  event  of  the  want  not  being 
already  filled. 


Current  Xaw« 


\Undtf  this  htading  art  noted  from  time  to  time  the  salient 
features  of  decisions  of  interest  which,  so  far,  hazfe  net 
appeared  in  our  ^^  Law  Reports,'*  Asy  however^  these 
notes  are  necessarily  greatly  condensed,  reference  should 
in  all  cases  be  made  to  the  fuller  report  when  it  appears.) 


In  re  The  Kent  Collieries,  Lim. ;  Day 
V,  The  Company,  Parker,  J. 

In  the  case  of  a  bank  holding  debentures  as  security 
for  an  overdraft  of  considerably  smaller  amount.  Held 
that,  for  purposes  ot  voting,  the  bank  might  vote  accord- 
ing to  the  face  value  of  the  debentures  held.— {r»w«, 
March  23.) 


Corre5pon5ence  an5  Bnautrfed. 


All  communications  to  the  Editor  should  be 
by  letter  only. 


[We  are  at  all  times  ready  to  insert  correspondence  on 
matters  of  interest  to  the  Profession,  kut  we  do  not  of  cimrse 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wednesday 
tftemoon;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents,  not  necessarily  for 
^blication,  but  as  a  guarantee  of  good  faith.} 


Re  Compensation  Act. 

(To  the  Editor  of  The  Accountant.) 
Sir, — As  the  benefits  of  the  Act  which  comes  into 
operation  on  ist  July  are  extended  to  office  staffs,  it 
will  probably  be  interesting  to  the  profession  generally 
if  your  legal  contributor  will  explain  the  position  with 
regard  to  Articled  Clerks. 

In  the  majoiity  of  cases,  no  actual  salary  being 
payable,  it  is  difficult  to  understand  what  liability, 
if  any,  is  thrown  upon  the  principal. 

Yours  faithfully, 

HUMBLE  &  ARMSTRONG. 
Newcastle-upon-Tyne,  21st  March  1907. 
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Premium  on  Trustee's  Bonds. 

{To  th€  Editor  of  Tht  Accountant,) 
Sir, — In  my  copy  of  your  pablication  dated  October 
i3tb  1906  appears  an  article  on  Bankruptcy  Reform  by 
Harry  L.  Price,  and  I  am  more  or  less  interested  in  the 
discussion  of  this  paper  by  Mr.  Palmer,  from  which,  I 
assume,  and  more  particularly  from  the  reading  of  the 
seventh  line  on  page  444,  that  the  premium  on  bonds 
in  bankruptcy  proceedings  in  England  is  charged  to 
the  estate,  and  not  to  the  liquidator  personally. 

The  practice  in  Ontario  is  the  reverse  of  this. 

If  my  interpretation  of  Mr.  Palmer's  discussion  is 
correct,  will  you  be  good  enough  to  give  me  some  cases 
determining  the  point  in  the  Courts  in  England? 

I  have  only  been  able  to  locate  one,  namely,  In  re 
Lucas  Parr  v,  Blain^  igoo-oi,  Irish  Report  292. 

Thanking  you  in  anticipation, 

I  am,  yours  very  truly, 

Toronto,  Ont.,  March  11  1907.        OSLER   WADE. 

[The  cost  of  a  trustee's  bond  is  payable  out  of  the 
estate  only  if  the  committee  of  inspection  so  resolve.*- 

Ed.  Acct,] 

Income  Tax  not  deducted  from  Rent. 

{To  tke  Editor  of  TJu  Accountant,) 
Sir, — ^The  statutory  provisions  authorising  a  tenant 
to  deduct  landlord's  property  tax  from  his  rent  are : — 
5  &  6  Vict.  c.  35,  ss.  60,  73,  103 ;  16  &  17  Vict.  c.  34, 
s.  40;  27  &  28  Vict.  c.  18,  s.  15,  and  the  decisions  on  the 
subject  are:  Denby  v,  Moore,  1  Barn  wall  &  Alderson 
123  (1817),  and  Gumming  v.  Bedborough,  15  Meeson  & 
Welsby  438  (1846),  Lamb  v.  Brewster,  4  Q.B.D,,  220, 607, 
(March  1879). 

There  appears  to  be  no  doubt  that  if  the  tenant  omits 
to  deduct  the  amount  of  the  tax  from  his  next  payment 
of  rent  he  loses  the  right  to  deduct  it  altogether. 

Yours  truly, 

A.  D.  T. 


1RCViC\QS. 


The  Elements  of  Bookkeeping. 

By  M.  Wbbstbr  Jbnkinson,  A.C.A. 


London,  1906 :  Edward  Arnold,  41  and  43  Maddox  Street, 
Bond  Street,  W.    Price  is.  6d. 
The  latest  addition  to  the  already  somewhat  numerous 
elementary  works  on  bookkeeping  possesses  many  advan- 


ages  over  most  of  its  predecessors,  the  principles  involved 
being  clearly  explained,  the  work  well  arranged,  and  provided 
with  a  sufficiency  of  forms  to  further  illustrate  the  explana- 
tions. A  fairly  liberal  supply  of  exercises  is  also  included, 
and  these  will  be  found  most  welcome  by  all  who  may  wish 
to  use  the  work  for  teaching  purposes.  Mr.  Jenkinson  does 
not  attempt  to  cover  much  more  than  the  elements  of  double- 
entry  bookkeeping  in  the  two  hundred  pages  at  his  disposal, 
but  he  covers  the  ground  very  thoroughly  so  far  as  he  goes. 


Popular  Financial  Booklets. 


London,  1907 :  The  Review  of  Reviews,  2  Waterloo  Place,  S.W. 
Price  id.  each. 

Under  this  heading  the  proprietors  of  The  Review  of 
Reviews  are  producing  a  series  of  financial  articles  of 
somewhat  unequal  merit  but  decidedly  of  interest.  At  the 
time  of  writing  we  have  twelve  such  articles  before  us,  which 
deal  inter  alia  with  such  subjects  as  "  How  to  read  a  Balance 
Sheet,"  "Professional  Men  as  Investors,"  "Investment 
Crises,*'  and  "  The  Outlook  of  Brewery  Investments,"  all  of 
which  will  be  found  of  interest.  Others — ^such,  for  instance, 
as  "A  Labour  Budget,"  and  *<The  Municipal  Rake's 
Progress" — must,  it  seems  to  us,  be  ranked  as  political 
pamplets,  rather  than  as  serious  contributions  on  technical 
subjects. 


The   Workmen's  Compensation   Act,    1906,   with 
Notes. 


By  W.  Addington   Willis,  LL.B.,  (Lond.), 
of  the  Inner  Temple,  Barrister-at-Law. 


London,  1907:  Butterworth  &  Co.  and  Shaw  &  Sons. 


Ninth  Edition.  Price  2s.  6d.  net. 
"  Bis  dat  qui  cito  dat "  is  Mr.  Willi.s*s  motto  in  presenting 
us  with  the  ninth  edition  of  this  handy  little  book  on 
workmen*s  compensation,,  and  he  is  amply  justified  in  so 
doing,  for,  as  is  well-known,  this  branch  of  the  law  has 
been  immensely  extended  and  altered  by  the  Act  of  1906. 
That  Act,  it  is  true,  does  not  come  into  force  until  July  next, 
but  at  that  date  there  will  fall  within  its  ample  ambit  practi- 
cally every  contract  of  service — including  those  of  seamen 
and  domestic  servants.  The  various  interests  affected  under 
those  two  heads  of  contract  alone  are,  of  course,  in  a  com- 
munity such  as  ours  innumerable,  and  it  is  well  that  all  who 
are  so  desirous  may  have  this  early  opportunity  of  acquaint- 
ing themselves  with  their  respective  rights  and  liabilities 
thereunder. 
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JSanhruptcp  IRetonn. 


By  Allen  Edwards. 


(From  the  Jeweller  and  Metalworker.) 


Officialism  and  Non-Officialism. 

In  the  introductory  portion  of  this  article  (reproduced 
in  The  Accountant,  ante,  pages  156  and  253)  the  writer  stated 
it  was  generally  believed  that  the  new  bankruptcy  legisla- 
tion, when  it  came,  would  be  in  the  direction  of  an  increase 
in  officialism.  The  King's  Speech  for  the  current  Session  of 
Parliament  has  been  published,  and,  upon  reading  it,  it 
would  not  appear  that  the  proposed  new  legislation  will  be 
embarked  upon  at  present.  The  Departmental  Committee 
have  yet  to  present  their  report ;  in  fact,  the  writer  believes 
they  have  not  yet  completed  the  taking  of  their  evidence. 
It  may  be  that  no  increase  in  officialism  will  be  attempted, 
but.  bearing  in  mind  what  was  attempted  in  the  Bankruptcy 
Bill  of  1890,  there  is  good  ground  for  believing  that  it  may 
be.  The  reader  is  referred  to  certain  extracts  from  the  5th, 
8th.  9th,  and  loth  reports  of  the  Board  of  Trade,  quoted  in 
the  first  part  of  this  article,  by  which  it  would  appear  that 
the  Board  were  apparently  not  hostile  to  private  arrange- 
ments. The  Bill  of  1890,  however,  would  have  killed  them. 
Firstly,  by  making  the  execution  of  a  deed  an  available  act 
of  bankruptcy  for  six  months  instead  oi  three  months  as  at 
present ;  and,  secondly,  by  making  it  possible  for  a  creditor 
of  /20  to  lodge  a  petition  in  bankruptcy,  the  limit  now  being 
£y>.  Every  bankruptcy  practitioner  knows  that  if  the  Bill  of 
1890  had  been  passed  in  its  original  form  it  would  have  put 
an  end  to  private  arrangements,  and  thus,  indirectly,  would 
have  extended  officialism. 

Now.  let  us  consider  what  the  Bill  of  1890  further  con- 
templated. Section  121  of  the  Act  of  1883  provides  that  in 
small  bankruptcies  (that  is,  where  the  Official  Receiver 
reports  to  the  Court  that  the  property  of  the  debtor  is  not 
Ukely  to  exceed  in  value  /300),  if  the  debtor  is  adjudged 
bankrupt,  the  Official  Receiver  shall  be  the  trustee,  and 
there  shall  be  no  committee  of  inspection,  provided  that 
the  creditors  do  not,  by  a  special  resolution,  resolve  that 
some  person  other  than  the  Official  Receiver  be  appointed 
trustee.  It  is  well  known  that  the  Official  Receivers  fre- 
quently act  in  cases  where  the  assets  exceed  ;f  300.  They 
claim  to  do  this  by  virtue  of  Section  70,  Sub-section  G,  of 
the  Act  1883,  which  authorises  the  Official  Receiver  in 
any  bankruptcy  to  act  as  trustee  during  any  vacancy  in  the 
office  of  trustee.  It  appears  to  the  writer  that  this  may  be 
somewhat  straining  the  powers  of  the  sub-section,  and  that  if 
a  person  owing  money  to  a  bankrupt  estate  (other  than  a 
summary  case),  which  was  being  administered  by  an 
Official  Receiver  as  trustee,  were  to  be  sued  by  such 
trustee,   he  would   have  ground  for  contending    that  the 


Official  Receiver  trustee  was  not  l^ally  appointed,  and, 
therefore,  that  in  suing  he  was  acting  ultra  vires. 

The  above  in  some  instances  may  be  repeating  what  the 
writer  has  before  stated,  but  repetition  is  perhaps  necessary 
in  order  to  make  the  present  portion  of  the  article  clear  to 
those  who  have  not  read  the  first  two  portions. 

The  Bill  of  1890  would  have  altered  the  limit  in  summary 
cases  (where  the  Official  Receiver  may  act  as  trustee), 
which  is  now  /300,  to  /500,  and  Mr.  Chamberlain  would 
have  altered  it  to  ;f  1,000.  All  the  clauses  in  the  Bill,  how- 
ever, to  which  we  have  referred  were  thrown  out,  and  thus 
the  Board  of  Trade  were  defeated  in  their  endeavours  to 
increase  the  sphere  of  their  "  official "  operations. 
The  Non-Official  Trustee. 
The  writer  contends  that  the  non-official  trustee,  that  is, 
the  ordinary  professional  bankruptcy  practitioner,  is  the 
direct  creation  of  Parliament.  In  introducing  the  Bank- 
ruptcy Bill  of  1869,  the  Attorney-General,  Sir  Robert 
Collyer  (afterwards  Lord  Monkswell),  said  on  March  5 
1869  as  follows,  viz. : — 

"If  they  did   proceed   in    bankruptcy   they  would 
elect  a  trustee.     Now  that  trustee  was  not  to  be  an 
official  of  the  Court;   he  might  be   anybody  whom- 
soever they  might  select.    Their  choice  wab  absolutely 
unfettered.    They  would  select  their  own  trustee,  and 
decide  on  the  terms  of  his  remuneration.    That  was 
essentially  the  Scotch  system.    In  Scotland  the  effect  of 
the  system  had  been  to  call  into  existence  a  number  of 
persons  who  made  the  office  of  trusteeship  a  kind  of 
profession,  and  they  succeeded  in  proportion  to  their 
diligence,  capability,  and  trustworthiness.    If  a  trustee 
did  not  manage  an  estate  well,  and  only  realised  small 
dividends,  he  would  not  get  much  employment.    It  was 
in  this  as  in  other  professions.    The  effect  of  a  similar 
law  in  this  country  would,  he  believed,  be  to  create  a 
similar  profession,  so  that  there  would  be  no  difficulty 
in   the    way  of   creditors  in  the  choice  of  able  and 
efficient  trustees." 
These  words  were  spoken  thirty-eight    years  ago,    and 
there  can  be  no  doubt  that  the  effect  of  them,  and  the 
passing  of  the  Act  which  they  advocated,  operated  to  a  very 
large  extent  in    the    creation  of  the   accountant    trustee. 
That  is  to  say,  hundreds,  if  not  thousands,  of  men  have  been 
induced  to  train  themselves,  among  other  things,  in  order 
that  they  may  be  qualified  to  serve  the  public  in  the  direc- 
tion pointed  out  by  Sir  Robert  Collyer.    It  is  no  uncommon 
thing  for  an  accountant  pupil   to  pay  a  premium  of  300 
guineas  upon  entering  an  office.    The  examinations  extend 
over  a  period  of  five  years,  and  every  year  become  more 
severe.     Until  these  examinations  are  passed,  as  a  general 
rule,  the  pupil  cannot  be  said  to  be  a  wage-earner,  and  the 
education  of  an  accountant  student,  from  first  to  last,  may 
cost  upwards  of  £1 .000.    The  accountant,  when  in  practice, 
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judging  by  the  amount  of  honorary  work  which  he  does  for 
the  public,  is  perhaps  a  better  citizen  than  most  other  men. 
Therefore,  bearing  all  these  and  other  facts  in  considera- 
tion, it  seems  to  the  writer  extremely  unreasonable  for  the 
Board  of  Trade  to  be  continually  attempting  to  encroach 
upon  the  privileges  of  accountant  trustees.  Why  should 
they  seek  to  take  away  from  the  qualified  man  who  pays  his 
rates  and  taxes,  and  supports  his  family,  the  means  by  which 
he  lives,  and  divert  those  means  to  public  officials,  who 
enjoy  their  offices,  sometimes,  more  by  favouritism  than 
from  any  trained  facility  to  do  the  work  appertaining  to  the 
offices  to  which  they  are  appointed  ? 

What  do  the  Board  of  Trade  Claim  ? 
Judging  by  their  annual  published  reports,  which  contain 
statistics  of  an  extremely  voluminous  nature,  the  Board  of 
Trade  appear  to  claim  that  the  expenses  of  official  realisa- 
tions in  bankruptcy  are  less  than  those  of  unofficial 
realisations.  The  writer  does  not  admit  this  to  be  the  case, 
whatever  figures  may  be  brought  to  bear  upon  the  con- 
troversy. Even  admitting  that  figures  can  prove  official 
realisations  to  be  cheaper  than  unofficial  realisations,  this 
would  not  necessarily  prove  that  they  are  more  advantageous 
to  creditors.  As  a  general  rule  the  Official  Receiver  trustee 
is  not  an  expert  in  any  particular  line  of  business,  but  has  to 
embrace  all  businesses  which  come  under  his  notice.  On 
the  other  hand,  the  non-official  trustee,  as  a  rule,  confines 
himself  to  particular  branches  of  insolvency.  It  is  well 
known  that  there  are  a  number  of  firms  in  London  and 
Manchester  who  confine  their  attention  almost  exclusively 
to  the  drapery  trade ;  others  take  up  grocery  cases,  others 
jewellery  cases,  and  so  on.  It  must  follow  that  if  a 
practitioner  works  in  the  drapery  trade  for  a  number  of 
years  he  must  of  necessity  acquire  a  special  knowledge  oi 
the  trade  which  no  Official  Receiver  would  possess,  and  the 
same  may  be  said  of  other  trades.  Nothing  is  easier  than 
for  an  official  trustee  to  put  an  estate  into  the  hands  oi  an 
auctioneer  for  sale  without  reserve.  The  non-official 
specialist  trustee,  however,  rarely  does  this,  because  his 
experience  teaches  him  that  there  are  other  and  more 
advantageous  ways  of  dealing  with  insolvent  businesses,  the 
result  being  that  the  goodwill  oftentimes  is  preserved,  and 
the  amount  of  the  realisation  is  thus  very  much  greater 
than  if  sold  by  auction.  To  put  this  in  another  way,  let  us 
assume  that  an  Official  Receiver  is  trustee  in  a  case  where 
the  assets  realise  just  under  £y)o,  and  that  the  expenses 
amount  to  25  per  cent.  There  would  thus  be  ^225  for 
division  among  the  ordinary  creditors  and  for  the  preferential 
payments.  If  the  estate  had  been  in  the  hands  of  a  non- 
official  trustee,  instead  of  realising  £yio^  his  experience 
might  have  enabled  him  to  have  realised  ;£'5oo.  Assuming, 
for  the  sake  of  argument,  that  the  total  expenses  were  30  per 
cent.,  instead  of  there  being  ;f225  to  divide  among  the 
creditors,  as  in  the  former  case,    there  would  be  £zso. 


Further  than  this,  the  comparisons  in  the  Board  of  Trade 
reports  are  unfair,  and  for  this  reason.  The  charges  for 
realisation  are  fixed,  but  the  salaries  of  all  Official  Receivers 
are  not  dependent  upon  the  estates  which  they  deal  with. 
All  bankruptcy  estates,  whether  in  the  hands  of  official  or 
non-official  trustees,  have  to  pay  toll  to  the  Board  of  Trade, 
and,  moreover,  the  Board  also  receive  the  interest  upon  the 
funds  and  unclaimed  dividends  in  hand.  Let  us  assume 
that  there  is  a  bankruptcy  non-official  practitioner  named 
Benjamin  Jones.  If  Benjamin  Jones,  in  addition  to  being 
paid  in  respect  of  the  estates  which  he  himself  administers, 
were  to  be  paid  also  certain  percentages  in  respect  of  estates 
administered  by  all  other  practitioners,  and  if.  in  addition 
to  this,  he  were  to  receive  the  interest  upon  all  bankruptcy 
funds  and  unclaimed  dividends  in  hand  throughout  the 
country,  it  stands  to  sense  that  he  would  be  able  to  do  his 
work  at  a  cheaper  rate.  The  official  trustee  will  run  no 
risks.  It  is  well  known  that  a  non-official  trustee  oftentimes^ 
on  behalf  of  his  clients,  runs  very  serious  risks  indeed.  The 
Official  Receiver  trustee  has  no  committee  of  inspection,  and 
works  upon  fixed  rules,  from  which  he  may  not  diverge, 
unless  he  receives  from  creditors  something  equal  to  a  Bank 
of  England  guarantee.  The  non-official  trustee  submits 
every  phase  of  the  realisation  to  his  committee,  and  the 
committee  remunerate  him  according  to  his  deserts.  It  is 
not  denied  that  there  are  black  sheep  among  bankruptcy 
practitioners,  as  there  are  in  every  profession ;  but  in  the 
first  portion  of  this  article  the  writer  showed  how  these 
might  be  dealt  with.  If  Board  of  Trade  certificates  were 
compulsory,  all  that  need  be  done  would  be  for  the 
certificates  to  be  withheld  in  the  cases  of  practitioners 
against  whom  complaints  of  wrong-doing  could  be 
substantiated. 

What  are  the  Points  at  Issue? 
The  Board  of  Trade  will  probably  argue  that  it  is  in  the 
interests  of  the  creditors  and  of  the  commercial  community 
that  they  should  wind  up  a  larger  portion  of  bankrupt 
estates,  but  the  writer,  whose  experience  has  been  pretty 
considerable,  has  never  yet  met  with  any  body  of  creditors 
or  any  trade  organisation  which  would,  in  this,  agree  with 
the  Board.  The  Board  have  in  their  employ  a  certain 
number  of  men  and  youths,  who  are  always,  naturally  and 
legitimately,  anxious  for  promotion.  Experience  has,  how- 
ever shown  that  not  so  many  cases  go  into  bankruptcy  as 
was  originally  expected.  The  result  is  that  probably  the 
Board  of  Trade  officials  are  not  so  fully  occupied  as  to  enable 
the  authorities  to  deal  with  them,  as  regards  promotion,  as 
they  might  wish,  and,  therefore,  in  order  to  find  more  work 
for  their  stafif,  their  idea  of  justice  is  to  take  away  his 
legitimate  work  from  the  non-official  practitioner,  who  is  the 
direct  creation  of  Parliament,  as  we  have  shown,  and  give  it 
to  themselves.  To  put  it  in  still  another  way,  to  take  the 
work  from  the  specialist  who  has  perhaps  given  a  life's  study 


March  30,  1907. 


THE    ACCOUNTANT 


419 


to  qualify  himself  to  do  it,  and  who  has  the  confidence  of 
all  sections  of  a  particular  trade  and  to  give  it  to  an  official 
respecting  whom  the  public  has  no  security  that  he  has  ever 
received  any  proper  training  for  his  work. 

What  have  we  seen  lately  ?  The  late  Official  Receiver  for 
Birmingham  was  compulsorily  retired  on  reaching  the  age  of 
sixty-five,  when  he  was  perfectly  able  and  willing  to  con- 
tinue in  bis  office.  This  was  not  permitted,  two  of  the 
reasons  given  beirg  that  it  was  not  in  accordance  with  the 
rules  of  the  service,  ard  that  it  prevented  the  flow  of  pro- 
motion. Therefore,  the  Official  Receiver  had  to  go, 
although  he  contended  that  the  rules  referred  to  were  made 
years  after  his  appointment,  and  that  he  had  had  no  voice 
in  the  consideration  of  them.  Further  than  this,  if  the 
compulsory  retirement  referred  to  was  insisted  upon, 
because  otherwise  the  flow  of  promotion  would  have  been 
interfered  with,  how  is  the  appointment  of  the  new  Official 
Receiver  for  Merthyr  Tydfil,  who  was  not  on  the  staff  of  the 
Board  of  Trade,  and  who,  the  writer  is  informed,  was  a 
journalist,  explained  ?  The  questions  that  naturally  arise 
are  th€se— viz.,  first,  Has  the  new  officer  had  a  proper 
training  for  the  position  to  which  he  has  been  appointed, 
and  can  his  experience  in  insolvency  work  be  as  great  as 
that  of  the  non-official  specialist  who  has  given  a  life-long 
consideration  to  his  profession,  or  of  the  official  who  has 
been  years  in  the  service  ?  The  second  question  is.  Why 
was  an  outsider  appointed,  when  the  late  Birmingham  Official 
Receiver  was  compulsorily  retired,  for  the  alleged  reason  of 
allowing  the  flow  of  promotion  in  the  service  to  go  forward  ? 

According  to  the  Daily  Chronicle,  in  the  early  days  of  the 
Act  of  1883.  a  flour  merchant,  a  mining  engineer,  and  a 
chemist  were  appointed  Official  Receivers.  It  is  quite 
possible  to  believe  all  the  gentlemen  we  have  referred  to  as 
quite  capable  of  performing  their  official  duties,  but  it 
seems  too  much  to  expect  the  public  to  bestow  the  same 
amount  of  confidence  upon  such  officers,  as  they  would 
upon  those  who  have  had  a  life-long  apprenticeship  from 
boyhood  to  the  work,  for  which,  in  the  public  service,  they 
have  devoted  their  lives. 

What  was  said  oj  Officialism  in  1869. 
It  will  probably  be  remembered  that  the  distinguishing 
feature  of  the  Bankruptcy  Act  of  1869  was  the  abolition  of 
officialism  and  official  assignees.  It  may  be  interesting  at 
the  present  time  to  recall  some  of  the  statements  that  were 
made  in  Parliament  on  the  introduction  of  the  Bill,  or  when 
it  was  under  consideration,  and  elsewhere.  On  March  5 
1869  Sir  Robert  Collyer,  Attorney-General,  said  as 
follows : — 

"More  than  sixty  years  ago  Lord  Eldon,  speaking 
of  the  then  Bankruptcy  Act,  said,  that  in  a  number  of 
cases  its  provisions  were  little  more  than  stock-in-trade 
for  Commissioners,  assignees,  and  other  officers,  and 
the  present  bankruptcy  law  had   been    spoken  of   in 


terms  of  condemnation  no  less  strong  by  the  highest 
legal  authorities  in  both  Houses,  and  by  the  most 
eminent  commercial  men. 

•  •«..• 

"  It  was  right  that  the  House  should  bear  in  mind 
the  principal  evils  of  the  present  system.  One  of  these 
appeared  to  be  that  the  Commissioners  who  adminis- 
tered the  afifairs  of  bankruptcy — he  alluded  principally 
to  those  of  the  principal  Court  in  London— though 
undoubtedly  able  men  and  faithful  public  servants,  had 
failed  to  obtain  the  confidence  of  the  public. 

"The  Bankruptcy  Courts  were  overloaded  by  worse 
than  useless  officials  who  have  helped  to  devour  bank- 
ruptcy estates,  and  the  result  was  that  there  had  been 
much  delay  and  negligence  in  collecting  the  effects  of 
bankrupts,  that  those  effects  had  been  in  many  cases 
divided  unequally,  that  in  other  cases  in  minute  por- 
tions, and  after  a  long  delay.  The  collection  and  dis- 
tribution had  been  enormously  expensive,  and  the  public 
for  these  reasons  dreaded  the  Court  of  Bankruptcy,  and 
creditors  were  ready  to  agree  to  anything  in  order  to 
avoid  that  tribunal.  Such  had  been  the  dread  of  the 
Court  of  Bankruptcy  that  debtors  had  held  it  in  terrorem 
over  the  heads  of  their  creditors  in  order  to  force  them 
into  unfair  compositions." 
Mr.  Barnett,  M.P.,  said  :— 

"The    existing  law  had    been    felt  by  all  persons 
engaged  in  trade  to  be  a  disgrace  to  our  code  for  several 
years  past." 
Sir  Francis  Crossley,  M.P.,  said  : — 

"At  present  it  was  found  that  the  bankruptcy  law 
was  so  eaten  up  with  officialism  and  expenses  that  a 
debtor  had  only  to  threaten  his  creditors  that  if  they 
did  not  accept  the  composition  he  ofifered,  he  would  go 
through  the  Bankruptcy  Court  in  order  to  induce  them 
to  accept  whatever  he  chose  to  ofifer." 
Mr.  P.  H.  Muntz.  M.P.,  said  :— 

"  It  (the  new  Bankruptcy  Bill)  would  meet  the  wishes 

of  a    vast    number    of   the    commercial    classes,    and 

especially  of  a  large  class  in  the  town  he  represented 

(Birmingham),  and  if  it  passed  this  session,  which  he 

trusted  it  would,  it  would  relieve  the  country  from  one 

of  the  greatest  grievances  of  the  day.    The  present  law 

was  nothing  but  cheating  made  easy." 

It  would    be  difficult  to  found    a    stronger  indictment 

against  officialism  than  that  contained  in  the  extracts  from 

the  speeches  which  we  have  quoted. 

Let  us  now  consider  for  a  moment  two  or  three  short 
extracts  from  other  speeches  made  in  Parliament  or  else- 
where.   On  March  19  1883,  on  the  introduction  of  the  1883 
Bill,  Sir  Edward  Clarke,  then  Mr.  Edward  Clarke,  said  :— - 
"He  did  not  recognise  it  as  one  of  the  duties  of 
legislation  to  improve  the  tone  of  commercial  morality. 
.     .     .     He  did  not  believe  the  Bill  would  achieve  the 
principal  object,   the  speedy    distribution    of   assets ; 
there  never  was  anything  speedy  about  a  public  office." 
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On  the  same  day  Sir  Hardinge  Giffard,  tbe  present  Earl 
of  Halsbury,  said  as  follows  : — 

"  The  keynote  of  the  present  Bill  was  also  its  worst 
feature — viz.,  that  the  administration  of  a  defaulting 
debtor's  affairs  was  to  be  committed  to  a  department  of 
the  Government." 
Herbert  Spencer  has  said  : — 

"A  comparatively  small  body  of  officials,  coherent, 
having  common  interests,  and  acting  under  central 
authority,  has  an  immense  advantage  over  an  incoherent 
public  which  has  no  settled  policy,  and  can  be  brought 
to  act  unitedly  only  under  strong  provocation.  Hence 
an  organisation  of  officials,  once  passing  a  certain  stage 
of  growth,  becomes  less  and  less  resistable,  as  we  see  in 
the  bureaucracies  of  the  Continent." 
John  Stuart  Mill  has  said  :— 

"  The  tendency  on  the  part  of  public  authorities  to 
stretch  their  interference  ought  to  be  watched   with 
unremitting  jealousy." 
Lord  Hatherley  has  said  : — 

*'  The  principle  on  which  all  bankruptcy  laws  ought 
to  be  framed  was  to  leave  everybody  to  manage  their 
own  affairs,  taking  every  precaution  against  abuse." 
Has  the  Officialism  of  the  Act  of  1883  ^^^^  Popular, 
We  have  on  more  than  one  occasion  in  these  articles 
pointed  out  what  was  intended  in  the  Bankruptcy  Bill  of 
1890  in  the  direction  of  the  increase  in  officialism,  and  which 
failed,  as  it  deserved  to  fail.    It  may  be  useful  now  to  recall 
some  expressions  of  opinion  uttered  against  the  increase  of 
officialism  which  was  endeavoured  to  be  made  at  the  time 
(1890). 
The  London  Chamber  of  Commerce  reported  as  follows : — 
"  Your  Committee  have  carefully  considered  the  Bill, 
clause  by  clause,  and  are  strongly  of  opinion,  if  passed 
as  it  stands,  the  Bill  will  almost  completely  prevent 
creditors  having  the  control  over  tbe  assets  of  estates  to 
which  they  are  justly  entitled,  and  it  would  hand  over 
to  officials  of  the  Court  the  realisation  thereof.    Experi- 
ence   has  conclusively  shown   that  such  a  course   is 
neither  economical    nor   calculated    to   benefit  either 
debtors,  creditors,  or  the   public  generally,   and  your 
Committee  feel  very  strongly  that  the  property  of  an 
insolvent  debtor  should  belong  to  his  creditors,  who  are 
the  proper  and  indeed  the  only  persons  who  should 
decide  how  that  property  is  to  be  dealt  with." 
The  Birmingham  Chamber  of  Commerce  reported  : — 
"  That  in  the  opinion  of  this  Council  Clause  19  should 
be  erased  on  the  grounds   that  it  is  not  desirable  to 
increase  the  area  of  summary  administration  by  the 
Official  Receiver.    That  the  new  clause  proposed  by  Sir 
Albert  Rollit,  M.P.,  instead  of  Clause  2,  should  not  be 
accepted,  as  a  £^0  limit  is  found  in  practice' to  be  quite 
low  enough." 
The  Hull  Incorporated  Law  Society  reported  as  follows : — 
"  If  the  limit  of  a  petitioning  creditor's  debt  be  reduced 
to  £2.0,  it  will  enable  a  single  small  creditor  to  drive  a 


large  estate  into  bankruptcy,  and  will  afford  greater 
facilities  for  *  blackmailing  *  on  tlie  part  of  small 
creditors.  If  a  small  creditor  of  /20  desires  bankruptcy, 
he  can  now  procure  the  assistance  of  one  or  two  other 
creditors  to  make  up  the  claim  of  /50,  and  thus  ensure 
bankruptcy.  In  the  Society's  opinion  the  limit  of  ;f  50 
is  sufficiently  low.  It  was  originally  ;f  100  under  the 
Act  of  1849. 

Section*  3. — The  proposed  substitution  of  six  months 
as  the  time  during  which  an  act  of  bankruptcy  is  avail- 
able, and  the  period  of  'relation  back,'  instead  of  three 
months,  is  most  objectionable.  At  present,  unless  all 
the  creditors  have  assented,  no  deed  of  assignment  or 
private  arrangement  can  be  concluded  in  less  than  three 
months  for  fear  a  bankruptcy  petition  should  be  filed. 
This  period  is  already  too  long,  and,  in  the  Society's 
opinion,  six  weeks  ought  only  to  be  available  for  a  bank- 
ruptcy petition  in  the  cases  of  the  foregoing  acts  of 
bankruptcy,  numbered  *  a  '  and  '  h.' 

Section  8,  sub-section  3,  is  most  objectionable,  as  it 
removes  disqualification  now  existing  upon  the  Official 
Receiver  being  trustee  of  the  bankrupt's  property  except 
in  small  cases.  By  the  proposed  alteration,  if  any  hitch 
takes  place  in  the  appointment  of  a  trustee  the  Official 
Receiver  would  occupy  the  place,  without  giving  the 
creditors  any  option  of  appointing  a  fresh  trustee,  as 
they  have  at  present.  The  object  of  this  section  appears 
to  be  to  largely  increase  the  chances  of  the  Official 
Receiver  becoming  trustee  in  all  cases." 

The  Birmingham  Law  Society  reported  as  follows : — 
Substance  of  Sections  to  which  Objections. 

objection  is  taken.  This    section    should    be 

Section  2  enables  a  creditor  omitted.  The  present  limit 
whose  debt  amounts  to  /20,  of  £50  is  sufficiently  low,  and 
or  two  or  more  creditors,  the  any  reduction  would  only 
aggregate  amount  of  whose  afford  facilities  for  small 
debts  is  at  least  /20,  to  pre-  creditors  to  obtain  an  unfair 
sent  a  bankruptcy  petition,  preference,  by  means  of  the 
the  corresponding  limit  at  threat,  which  they  would  not 
present  being  /50.  be  slow  in  many  cases  to  use, 

of  bankruptcy  proceedings. 
Sections  3  and  18  extend  These  provisions  are  most 
the  period  from  three  to  six  undesirable,  and  this  for 
months,  within  which  an  act  several  reasons,  [a)  It  is 
of  bankruptcy  must  have  most  important  that  bond  fide 
occurred  to  be  available  as  a  transactions  should  not  be 
basis  for  a  petition,  and  pro-  impeached  after  too  long  a 
vide  that  the  bankruptcy  is  period.  If  a  man  commits 
to  have  relation  back  for  the  an  act  of  bankruptcy,  it 
same  period.  should  be  acted  upon  quickly 

if  at  all.  (6)  Experience  has 
shown  that  the  present  limit 
of  three  months  is  ample  for 
all  practical  purposes,  {c) 
Even  now  no  private  arrange- 
ment can  be  concluded  in 
less  than  three  months  for 
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fear  of  a  petition,   and  the 
proposed    extension     would 
practically    delay    all    divi- 
dends under  private  arrange- 
ments for  at  least  from  seven 
to    nine    months    from    the 
date  of  the  deed,     (d)  The 
practical  effect  of  these  sec- 
tions would  again  be  to  pre- 
clude   the    possibility    of    a 
private    arrangement    being 
carried  out,  as  to  which  more 
is  said  below. 
Section  19  extends  the  limit        It   is    submitted  that  the 
of     summary     cases     from    proposed   extension    is    not 
estates  of  £s'^  to  those   of    required,    and    will    be    the 
/500,  and  prescribes  that  for    means  of  still  further  with- 
an  order  to  appoint  a  trustee,    drawing  the  estates  from  the 
other     than      the      Official    control    of    creditors.     The 
Receiver,  the  resolution  must    alteration  proposed    by   the 
be  passed  by  a  majority  in    latter  part  of  the  section  is 
number  and  three-fourths  in    open  to  the  same  objections 
value  of  all  the  creditors  who    as  were  urged  on  Section  8 
have  proved.  (3)  of  the  Bill. 

The  following  is  an  extract  from  a  petition  against  the  Bill 
presented  by  leading  bankers,  merchants  and  others,  in 
Birmingham,  viz. : — 

"  That  the  said  Bill  contains  many  provisions  which, 
in  the  opinion  of  your  petitioners,  would  seriously 
curtail  the  present  power  of  creditors  over  insolvent 
estates,  and  would  materially  add  to  the  expenses  of 
realising  the  same  for  the  benefit  of  the  creditors. 

That  your  petitioners  respectfully  submit  that  some  of 
the  proposed  clauses  dealing  with  private  arrangements 
will  materially  affect  the  control  which  creditors  are 
entitled  to  have  over  the  estates  of  their  debtors,  will 
delay  the  distribution  of  assets,  and  increase  the  cost  of 
realisation.  Your  petitioners  also  respectfully  submit 
that  the  proposed  increase  of  the  powers  possessed  by 
Official  Receivers  will  be  detrimental  to  the  interests  of 
creditors  and  the  trading  community  generally ;  and  that 
there  has  been  no  public  call  or  demand  for  the  proposed 
alterations,  which  will  be  affected  if  the  Bill  become 
law. 

And  they  trust  that  your  honourable  House  will  be 
pleased  to  reject  the  said  Bill,  or  require  the  modifica- 
tion of  the  said  clauses." 
The  Liverpool  Provision  Trade  Association  and  Exchange 
Company,  Lim.,  reported  as  follows,  viz. : — 

*'  That  in  the  opinion  of  this  meeting  it  is  inexpedient 
that  the  right  to  present  a  petition  for  a  receiving  order 
against  a  debtor  should  be  granted  to  a  creditor  for  the 
sum  of  /20.  as  proposed  by  Section  2  of  the  Bill.  This 
meeting  is  of  opinion  that  it  is  not  to  the  interests  of  the 
trading  community  that  a  receiving  order  should  be 
obtained  in  respect  of  a  debt  for  a  smaller  sum  than  £50, 
and  that  the  interests  of  creditors  for  smaller  sums  are 
saffidently  protected  by  the  right  of   two   or   more 


creditors  to  join  in  a  petition  so  as  to  secure  an  aggregate 
debt  of  /50. 

That  in  the  opinion  of  this  meeting  the  provisions  of 
Section  6,  Sub-section  (3)  of  the  principal  Act  under 
which  a  petition  for  a  receiving  order  may  be  grounded, 
on  an  act  of  bankruptcy  committed  within  three 
months,  does  not  call  for  amendment ;  that  the  extension 
of  the  period  during  which  an  act  of  bankruptcy  con- 
tinues in  force  is  undesirable,  as  producing  confusion 
and  distrust  in  the  course  of  trade.  That  instances  of 
fraudulent  preference  have  in  practice  been  too  few  in 
number,  and  insignificant  in  amount,  to  warrant  the 
proposed  amendment. 

That  in  the  opinion  of  this  meeting  the  operation  of 
Sub-sections  5,  6,  7.  and  8,  of  Section  21,  and  of 
Section  121  of  the  principal  Act  has  been  satisfactory, 
and  does  not  call  for  any  amendment.  Any  addition  to 
the  powers  of  Official  Receivers  to  act  as  trustees  is 
inexpedient,  as  tending  to  prejudice  the  due  discharge  of 
the  quasi-judicial  functions  now  devolving  upon  them, 
and  to  increase  the  cost  of  administration  of  insolvent 
estates  without  supplying  any  equivalent  advantages. 
The  application  of  the  summary  realisation  clauses  of 
the  principal  Act  to  estates  in  which  the  assets  do  not 
exceed  /300  is  satisfactory,  and  any  extension  thereof 
would  tend  to  the  prejudice  of  the  rights  and  interests  of 
creditors." 

"  That  the  power  of  creditors  to  make  private  arrange- 
ment with  their  debtors  is  beneficial  to  the  trading 
community,  and  should  not  be  restricted.  That  any 
objections  to  private  arrangements'  have  been  removed 
by  the  provisions  of  the  Deeds  of  Arrangement  Registra- 
tion Act." 
The  Birmingham  Jewellers'  and  Silversmiths'  Association 
reported  as  follows : — 

"Section  2.— The  Committee  are  of  opinion  that 
unless  the  estate  be  under  /300,  the  /50  limit  for 
making  a  person  bankrupt  is  quite  low  enough.  To 
reduce  it  will  be  to  open  the  door  to  a  very  large  amount 
of  fraudulent  preference  in  the  carrying  through  of 
private  arrangements. 

Section  3.— The  Committee  are  of  opinion  that  three 
months  is  quite  long  enough  for  the  relation  back  of  an 
act  of  bankruptcy,  as  the  six  months'  period  suggested 
by  the  Bill    would  render  private  arrangement  very 
difficult  to  carry  through." 
At  a  meeting  of  the  Birmingham  Jewellers'  and  Silver- 
smiths' Association,  held  on  June  17th  1890,  the  following 
resolutions,  among  others,  were  passed,  viz.  : — 

"That  the  Committee  approves  the  amendment  of 
Mr.  T.  H.  Bolton,  as  follows:— 

*  Page  8 :  Leave  out  Clause  19,  as,  in  the  opinion 
of  the  Committee,  the  retention  of  the  clause  would 
have  the  effect  of  depriving  creditors  of  the  control 
of  their  own  property,  by  rendering  it  impracticable 
for  them  to  appoint  their  own  nominee  as  trustee 
where  the  assets  exceeded  ;f3oo.  Also,  that  in 
many  parts  of  the  country  Official  Receivers  are 
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not  paid  by  salary,  and  it  would  be  contrary  to  tbe 
spirit  of  the  principal  Act  if  they  were  to  have  a 
greater  pecuniary  interest  in  bankruptcy  liquida- 
tions than  they  at  present  possess.  The  present 
limit  of  ;f 300  has  worked  satisfactorily.  If  it  were 
increased,  considerable  dissatisfaction  would  ensue. 
At  the  present  time  many  bona  fide  Trade  Associa- 
tions supervise  liquidations  in  the  interests  of  the 
general  body  of  the  creditors,  thus  preventing  the 
evils  which  used  to  exist  in  the  past. ' ' ' 
Clause  2. 

**  The  Committee  are  strongly  opposed  to  Sir  Albert 
RolUt's  new  clause  (page  58  of  the  Amendment  paper), 
as  they  are  of  opinion  that  such  a  clause  would  play  into 
the  hands  of  the  smaller  creditors  at  the  expense  of  the 
larger  ones.  The  old  limit  of  /50  is,  they  find  by 
experience,  quite  low  enough." 

•*  The  Committee  cordially  support  Mr.  T.  H.  Bolton's 
amendment,  on  page  58  : — 

*  Where  a  debtor  has  executed  a  deed  of  arrange- 
ment, which  has  been  or  can  be  duly  registered 
under  the  Act  of  1887.  the  relation  back  of  the  act 
of  bankruptcy  shall  be  read  and  construed  as  one 
month  instead  of  three  months,  and  any  such  deed, 
as  has  been  assented  to  in  writing  by  creditors, 
representing  a  majority  in  number  (of  those  whose 
debts  exceed  /"lo),  and  a  majority  in  value,  shall 
not  be  deemed  to  be  an  act  of  bankruptcy,  and 
nothing  in  the  principal  Act  or  this  Act  shall  affect 
the  validity  of  such  deed,  or  any  act  performed 
thereunder.' " 

The  London  Tea,  Grocery,  Provision  and  Allied  Trades 
reported  upon  the  Bill  as  follows,  viz. : — 

•*  Your  Committee  have  carefully  considered  the  Bill, 
clause  by  clause,  and  are  more  strongly  of  opinion  than 
ever  that,  if  passed  as  it  stands,  the  Bill  would  almost 
completely  prevent  creditors  having  the  control  over  the 
assets  of  estates  to  which  they  are  justly  entitled,  and  it 
would  hand  over  to  officials  of  the  Court  the  realisation 
thereof.  Experience  has  conclusively  shown  that  such 
a  course  is  neither  economical  nor  calculated  to  benefit 
either  debtors,  creditors,  or  the  public  generally,  and 
your  Committee  feel  very  strongly  that  the  property  of 
an  insolvent  debtor  should  belong  to  his  creditors,  who 
are  the  proper  and  indeed  the  only  persons  who 
should  decide  how  that  property  is  to  be  dealt  with. 

The  Bill  is  evidently  framed  to  further  the  financial 
interests  of  a  Government  Department  which,  according 
to  published  reports,  has  been  carried  on  at  a  loss ;  and 
moreover,  if  passed,  it  would  practically  repeal  the  Act 
of  1887,  which  provides  for  the  registration  of  deeds  of 
arrangement,  and  has  been  received  with  considerable 
favour. 

Under  the  circumstances  your  Committee  ask  the 
trade  to  seriously  consider  whether  such  a  retrograde 
step  as  a  return  to  officialism  should  be  tolerated  for  a 
moment,  and  they  venture  to  suggest  that  if  the  Bill  be 
not  withdrawn,  at  least  the  important  clauses  should  be 


amended,  so  as  to  counteract  the  evident  tendency  to 
officialism." 
The   wholesale   drapery   trade   resolved,    tnier  alia,   as 

follows :  — 

"This  meeting  is  of  opinion  that  it  is  not  in  the 
interests  of  the  trading  community  that  a  receiving 
order  should  be  obtainable  in  respect  of  a  debt  for  a 
smaller  sum  than  ;^5o,  and  that  the  interests  of 
creditors  for  smaller  sums  are  sufficiently  protected  by 
the  right  of  two  or  more  creditors  to  join  in  a  petition 
so  as  to  secure  an  aggregate  debt  of  ;^5o. 

That  in  the  opinion  of  this  meeting  the  provisions  of 
Section  6,  Sub-section  (c)  of  the  principal  Act,  under 
which  a  petition  for  a  receiving  order  may  be  grounded 
on  an  act  of  bankruptcy  committed  within  three 
months,  does  not  call  for  amendment ;  that  the  exten- 
sion of  the  period  during  which  an  act  of  bankruptcy 
continues  in  force  is  undesirable,  as  producing  con- 
fusion and  distrust  in  the  course  of  trade. 

Any  addition  to  the  powers  of  Official  Receivers  to 
act  as  trustees  is  inexpedient,  as  tending  to  prejudice 
the  due  discharge  of  the  quasi-judicial  functions  now 
devolving  on  them,  and  to  increase  the  cost  of 
administration  of  insolvent  estates,  without  supplying 
any  equivalent  advantage. 

That    tbe    power    of    creditors    to    make    private 
arrangements  with  their  debtors  is  beneficial  to  the 
trading  community,  and  should  not  be  restricted." 
The  above  resolutions  were  adopted  by  the  wholesale 

drapers  on  April  18  1890.     The  following  resolutions  of  th© 

same  body  were    (inUr    alia)    adopted    on  November  30 

1906 :  — 

"This  meeting  is  of  opinion  that  the  existing  right 
of  creditors  to  make  voluntary  arrangements  and  com- 
positions with  insolvent  debtors  under  the  provisions 
of  the  Deeds  of  Arrangement  Act,  1887,  is  convenient 
and  valuable  to  the  trading  community,  and  does  not 
require  amendment  nor  official  control. 

That  voluntary  arrangements  offer  greater  induce- 
ments to  debtors  to  come  before  their  creditors  with  a 
larger  a,mount  of  assets  in  proportion  to  their  liabili- 
ties than  is  the  case  in  bankruptcy,  and  the  immediate 
control  obtained  under  such  arrangements  avoids  the 
loss  which  frequently  arises  during  the  currency  of 
bankruptcy  proceedings  prior  to  a  receiving  order. 

That  voluntary  arrangements  under  the  provisions 
of  the  existing  statute  have  worked  satisfactorily  and 
economically,  and  to  the  advantage  of  the  trading  com- 
munity, and  that  this  trade  would  deprecate  any  altera- 
tion in  the  law  which  would  put  the  terms  and  con- 
ditions of  arrangements  or  compositions,  or  the  assets 
of  debtors'  estates,  under  official  control." 
The  London  Wholesale  Jewellers'  and  Allied  Trades' 

Association,  in  their  1906  report,  state  as  follows: — 
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"Bankruptcy  is  unpopular,  without  a  doubt,  and 
with  the  trade  having  passed  through  a  severe  exists 
during  the  last  few  years  it  is  not  always  surprising 
that  creditors  should  assist  their  debtors  in  avoiding 
the  Bankruptcy  Courts.  That  the  Bankruptcy  Court  is 
not  all  tiiat  it  should  be  is  tacitly  admitted  by 
the  fact  that  a  Commission  has  been  appointed 
to  inquire  into  the  subject.  It  is  a  pity  that 
bankruptcy  is  so  unpopular,  as  during  the  year 
untder  .review  what  has  struck  those  most  con- 
cerned has  been  the  large  number  of  instances 
where  arrangements  submitted  to  and  agreed  to  by 
creditors  have  not  been  carried  out  in  their  original 
form,  and  have  had  to  be  modified  by  the  unfortunate 
committees  of  inspection.  The  restilis  have  sometimes 
been  disastrous*" 
The  following  are  a  few  extracts  from  a  report  upon 

officialism  of  the  Council  of  the  Law  Society,  adopted 

July  28  1905:  — 

''The  official  systems  have  not  been  successful. 
They  do  not  pay  their  way.  They  are  not  popular.  It 
was  rec^itly  stated  in  the  journal  of  the  Society  of 
Comparative  Legislation  that  the  English  system  of 
bankruptcy  is  the  most  expensive  in  the  world. 

The  two  Insolvency  Departments  issue  year  by  year 
elaborate  and  costly  reports  with  endless  pages  of 
figures,  of  which  the  obvious  motive  is  to  justify  their 
existence,  and  which  yet  indisputably  prove  that  the 
persons  interested,  whether  creditors  or  shareholders, 
do  not  appreciate  their  services. 

It  will,  indeed,  be  seen  from  the  statements  made 
below  that  owing  to  the  inherent  objection  entertained 
by  English  business  people  to  the  undue  interference  of 
State-paid  officials  with  their  business  affairs,  the 
amount  of  work  which  has  fallen  to  the  hands  of  these 
official  departments  has  sensibly  diminished,  and  there 
is  little  doubt  that  if  it  were  not  for  the  great  and 
unfair  advantages  given  by  the  present  state  of  the  law 
to  officials  in  competing  with  professional  men,  the 
administrative  work  of  these  departments  would  soon 
become  of  far  less  importance  than  is  now  the  case. 

It  is  clear  that  this  state  of  affairs  is  not  popular 
among  creditors.  There  is  a  growing  tendency  to  with- 
draw the  realisation  of  insolvent  estates  from  the 
Courts  administering  the  Bankruptcy  Act,  and  to 
eotrust  it  to  assignees  nominated  or  approved  by  the 
creditors  themselves. 

Nor  is  it  surprising  that  creditors  prefer  the 
unofficial  system  of  administration  under  a  deed.     It 


appears  from  the  Board  of  Trade  annual  report, 
published  in  1904,  that  whether  a  composition  is 
accepted  or  the  estate  is  fully  administered,  the 
pecuniary  result  is,  as  a  rule,  far  more  beneficial  to  the 
creditors  in  the  case  of  a  deed  of  arrangement  than 
where  a  receiving  order  is  made.  One  reason  for  this 
is  that  an  administration  under  a  deed  is  less  costly 
than  in  bankruptcy.  From  the  same  report  it  appeared 
that  the  proportion  per  cent,  of  costs  to  gross  assets 
realised  under  the  three  systems  of  administration 
stand  as  follows  :  — 

Per  cent. 
^Estates  wound  up  by  Official  Receivers  ...    32.40 

Estates  wound  up  in  bankruptcy  by  Non^ 
Official  Trustees        30.00 

Estates  wound  up  under  deeds  of  arrange- 
ment         18.49 

It  is  important  to  bear  in  mind  that  in  very  many 
cases  the  trustee  under  a  deed  is  a  man  having  a 
special  connection  with  the  trade  carried  on  by  the 
debtor  and  his  creditors  and  therefore  possessing 
special  knowledge  and  opportunities  which  enable  him 
to  realise  the  estate  to  advantage. 

In  spite  of  repeated  proofs  that  officialism  is  always 
costly,  that  it  in  almost  every  case  tends  to  become 
negligent  and  effete,  that  it  is  practically  impossible 
to  restrict  or  abolish  an  official  system,  if  it  proves  to 
be  a  failure,  that  the  best  work  is  always  the  result  of 
individual  effort  and  competition,  and  that  a  system  by 
which  a  host  of  salaried  officials  are  established 
throughout  the  country  to  do  work  which  has  hitherto 
formed  the  means  of  support  of  private  persons  is 
unjust,  and  in  the  end  ruinous  to  all  private  enter* 
prise— in  spite  of  all  this,  there  is  far  too  much  reason 
to  complain  of  the  continued  extension  of  the  system. 

Nor  when  onoe  an  Official  Department  is  started 
does  it  seem  possible  to  abolish  or  even  to  reduce  it. 
The  officers  and  clerks  with  which  it  has  been  supplied 
have  been  withdrawn  from  the  ordinary  work  of  the 
community,  and  they  know  that  if  they  are  discharged 
they  will  find  their  places  filled  up,  and  that,  instead 
of  enjoying  comfortable  salaries  and  pensions,  they 
will  have  to  start  life  afresh.  Is  it  surprising  that  the 
instinct  of  self-preservation  induces  them  to  do  all  in 
their  power  to  fortify  their  own  official  position  and  to 
prejudice  private  enterprise? 

The  work  of  a  Government  or  Official  Department 
will  rarely  bear  comparison  with  that  undertaken  by 

*  It  is  fail  to  the  Board  of  Trade,  when  considering  these  perceota«es, 
to  bear  in  mind  that  the  Board  deal,  as  a  rule,  with  smaller  estates  than 
do  non-offictal  trustees. 
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private  enterprise,  nor,  considering  the  absence  of  com- 
petition in  the  public  service,  is  it  likely  ever  to  do  so. 
Government  officials,  as  a  rule,  improve  their  positions 
only  by  adding  to  the  number  of  their  years.  Too  great 
zeal,  which  might  cause  a  reflection  upon  more  easy- 
going officials,  is  discouraged.  No  merchant  or  manu- 
facturer could  expect  his  business  to  thrive  if  he 
managed  his  stafE  upon  such  terms.  The  great  works 
which  have  been  carried  out  in  this  country  have  been 
the  result,  in  almost  every  instance,  of  private 
enterprise,  which  has  received  hindrance  rather  than 
assistance  from  Government  officials. 

It  may  be  difficult  to  induce  Parliament  to  retrace 
steps  that  have  already  been  taken  until  the  lapse  of 
time  has  shown  more  clearly,  even  than  at  present,  how 
erroneous  those  steps  have  been.    But  the  Committee 
earnestly  hope  that  the  further  extension  of  officialism 
may   be   arrested,    and    that,    especially   as   regards 
attempts  to  create  any  new  Official  Departments,  the 
maxim  obsia  principiis  may  be  rigidly  applied." 
In  November  1894  125  of  the  principal  bankers  and  mer- 
chants in  London  signed  a  memorial  addressed  to  the  Lord 
Chancellor,  in  which  they  stated  that,  in  their  opinion,  it 
was  very  desirable  that  competition  on  the  part  of  officials 
with  persons  engaged  in  professional  or  mercantile  occupa- 
tions should  be  restricted  within  the  narrowest  •  possible 
limits,  and  that  in  cases  of  insolvency  the  duties  of  an 
Official  Department  should  be  confined  to  investigation 
and  audit,  and  to  the  prosecution  of  offenders. 
From  the  Standard,  October  11  1890:  — 

"Unhappily  for  Mr.  Smith  (Inspector-General  in 
Bankruptcy)  and  his  officials,  there  is  another  side  to 
the  tale ;  and,  first  of  all,  it  has  to  be  noted  that  the 
Official  Receivers  now  rarely,  if  ever,  handle  an  estate 
large  enough  to  show  assets  exceeding  ;^4,ooo.  This 
does  not  prove  that  such  estates  do  not  exist ;  it  merely 
emphasises  the  fact  that  the  mercantile  community 
will  have  nothing  to  say  to  the  new  Act  and  its 
administrators  when  they  can  possibly  avoid  it.  The 
matter  has  even  gone  further  than  that.  Traders  of  all 
classes  are,  to  an  increasing  extent,  avoiding  all  forms 
of  bankruptcy — as,  indeed,  Mr.  Smith  admits.  Private 
arrangements  are  the  order  of  the  day,  and  no  wonder, 
when  the  cost  of  bankruptcy  proceedings  is  considered. 
A  very  small  estate  might  almost  as  well  be  burnt  or 
flung  into  the  sea  as  put  under  bankruptcy.** 
What  Expenses  are  now  chargeable  by  the  Board  of  Trade, 
In  the  first  place,  the  department  receives  the  bank 
interest  upon  all  bankruptcy  money,  including  unclaimed 
divid^n-ds^  in  hand.  Mr... Chamberlain  estimated  that  this 
^utd  produce  ;^25,ooo  a  year.    For  the  year  ending  March 


31  1906  the  amount  appears  to  have  been  ;^i7,7S7.  The  fees 
and  percentages  payable  to  the  department  are  far  too 
numerous  to  be  mentioned  here.  We  will,  however,  refer 
to  a  few  of  them.  Upon  e\'ery  bankruptcy  petition  the  sum 
o^  £S  ^2is  to  be  paid.  To  every  proof  of  debt  of  £2  and 
upwards  a  stamp  of  is.  has  to  be  affixed.  If  a  local  bank- 
ing account  is  applied  for,  the  fees  amount  to  ;^3.  Every 
application  to  the  Court  to  approve  a  cornposition  has  to  be 
supported  by  a  fee  of  £1  per  cent,  up  to  the  first  ;^5,ooo 
(gross  amount  of  the  composition).  On  every  audit  by  the 
Board  of  Trade  the  charge  is  £1  per  cent,  upon  the  firs* 
;^5,ooo  assets  realised.  When  a  trustee  applies  for  his 
release  the  chargs  is  2s.  6d.  per  cent,  upon  the  assets 
realised.  When  the  Official  Receiver  realises  assets  he 
charges  £$  per  cent,  up  to  the  first  £1^000.  (Note. — The 
efiect  of  this  is  sometimes  ludicrous.  For  example,  a  trustee 
under  a  deed  of  assignment  may  have  realised  most  of  the 
estate  during  the  first  two  and  a-half  months  of  the  con- 
tinuance of  the  deed.  The  estate  may  then  go  into  bank- 
ruptcy, and  the  trustee  have  to  hand  over  the  whole  of  his 
balance  to  the  Official  Receiver.  For  merely  receiving  this 
balance  up  to  ;^i,ooo  the  Official  Receiver  is  authorised  to 
charge  5  per  cent.) 

If  an  Official  Receiver,  acting  as  trustee  in  an  ordinary 
case,  pays  a  dividend,  he  is  entitled  to  charge  2%  per  cent, 
upon  the  first  ;^i  ,000.  Where  an  Official  Receiver  summons 
a  first  meeting  of  creditors  in  cases  where  the  assets  exceed 
;^ioo,  he  is  entitled  to  charge  is.  for  each  creditor  sum- 
moned, and  a  further  is.  for  each  creditor  for  the  use  of 
the  meeting  room.  These  charges  do  not  cover  the  expenses 
of  printing  or  stationery.  For  supervising  a  special 
manager,  the  Official  Receiver  may  charge  from  £1  to  ;^5 
per  week,  according  to  the  size  of  the  estate. 

There  are  many  other  fees  which  are  charged,  but  which 
space  does  not  permit  reference  to. 

In  addition  to  the  above  fees,  to  which  the  writer  must 
be  understood  as  offering  no  objection,  he  would  increase 
the  income  of  the  Board  of  Trade  in  the  following  way, 
viz. :  — 

(i)  By  the  fees,  probably  two  guineas  each,  payable 
when  the  annual  certificates  of  insolvency  practitioners  are 
taken  out. 

(2)  By  allowing  the  same  fees  to  be  charged  in  the  audits 
under  deeds  of  arrangement  as  in  bankruptcy. 

(3)  There  would  probably  be  some  further  fees  under 
private  arrangements,  if  trustees  under  these  arrangements 
were  compelled  to  find  security  as  in  the  case  of 
bankruptcy. 

The  following  are  the  particulars  of  the  expenses  of  the 
Bankruptcy  Department  for  the  year  ending  March  31  1906, 
as  per  the  23rd  Annual  Report  of  the  Inspector-General, 
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..,..     .  /  s    d 

Salaries^  of    OflScers,    &c.    (not    including 

Salaries  of  Judges  either  of  the  Supreme 

Court  or  County  Courts)     ..         ..         .'.     110,717    o    o 

Remuneration  to  County  Court  Registrars 
in  respect  of  Bankruptcy  business  ..       22,974    o    o 

Incidental  and  Travelling  Expenses,  includ- 
ing Postage 6,830    o    o 

Rent,  Rates.  Taxes,  &c.  9,010    o    o 

Stationery  9,016    o    o 

Pensions  and  Compensations  since  January 

1st  1884  4.772    o    o 

Estimated  cost  of  Audit         228    o    o 

/i63,547    o    o 

In  introducing  the  Bill  of  1883,  Mr.  Chamberlain  said  :  — 
"The  new  appointments  would  probably  be  few  in 
number,  and  the  expense  of  these  officers  was  estimated 
at  about  jf  50,000  per  annum,  exclusive  of  some  addi- 
tions to  the  cost  of  the  Board  of  Trade  and  of  the  Audit 
Department  under  the  Controller  in  Bankruptcy." 


personal. 


Mr.  F.  J.  LivESEY,  F.C.A.,  has  removed  from  41  Finsbury 
Pavement,  E.C.,  to  63  Coleman  Street,  E.C. 

Mr.  F.  W.  Baser,  Chartered  Accountant,  of  5  Exchange 
Baildings,  Com  Street,  Bristol,  announces  that  h^  has  taken 
into  partnership  Mr.  John  Hyde  HASLE\yooD  Perks,  A.C.A. 
(who  has  for  several  years  been  associated  with  him  in  the 
conduct  of  his  business)  and  that  they  will  practise  at  the 
above  address  under  the  style  of  Baser,  Perks  &  Co. 


antique  accountants. 


If  we  are  to  credit  a  report  by  the  Riga  Consul  of  the 
United  States,  accountancy  in  some  parts  of  Russia  is  still 
in  a  very  primitive  stage.  He  thinks  the  country  ofifers  an 
opening  for  American  "adding"  machines.  Offices  of 
every  description,  and  all  retail  stores,  invariably  use,  he 
says,  the  ancient  abacus  in  their  daily  business  transactions. 
The  abacus  is  an  oblong  frame,  across  which  are  stretched 
several  wires,  each  supplied  with  ten  balls.  The  balls  on  the 
under  wire  represents  units,  those  on  the  next  above  it  tens, 
and  so  on  to  hundreds,  thousands,  &c.  As  this  contrivance 
is  used  for  the  simplest  transactions,  it  is  very  probable  that 
with  the  proper  effort — such  as  the  cash  register  manu- 
facturers employ — a  cheap  automatic  adding  machine  would 
find  a  large  market  in  Russia. 


Companies  3BilL 

Memorandum. 
This  Bill  is  founded  upon  the  recommendations  of  the 
Departmental  Committee  which  was  appointed  in  1905  by 
tiie  Board  of  Trade,  and  which  presented  its  Report  in 
June  1906. 

The  principle  underlying  the  main  provisions  of  the  Bill 
is  the  affording  of  information  to  all  who  may  seek  for  it 
concerning   companies   registered    under   the   Companies 
Acts. 
The  main  provisions  of  the  Bill  are  as  follow :  — 
(i)  To  enlarge  the  requirements  of  the  Companies  Act, 
1900,  under  which  any  prospectus  issued  must  dis- 
close  certain   material   facts   which   would  be   cal- 
culated to  influence  the  minds  of  intending  investors. 
In  practice  it  has  been  found  that  promoters  and 
others,    in    order    to    avoid    this    disclosure,    have 
launched  companies  and  sold  shares  on  the  Stock 
Exchange  without  the  issue  of  a  prospectus.     It  is 
proposed  to  make  it  necessary  for  every  public  com- 
pany, which  does  not  on  its  formation  issue  a  pro- 
spectus to  file  with  the  Registrar  a  statement  contain- 
ing all  the  facts  which,  under  the  Companies  Act, 
1900,  are  required  to  be  disclosed  in  a  prospectus 
(see  clause.!  and  First  Schedule):. 

(2)  To  extend  the  provisions  of  the  Companies  Act,  1900, 
by  making  it  necessary  to  register  all  mortgages  and 
charges  with  the  Registrar  of  Joint  Stock  Companies, 
including  those  relating  to  landed  property  and  book 
debts  (see  clause  11): 

(3)  To  remove  doubts  as  to  the  validity  of  perpetual 
debentures  and  debenture  stock ;  to  enable  a  com- 
pany to  give  an  option  of  purchase  to  a  mortgagee 
of  its  debentures,  and  to  keep  alive  and  re-issue 
debentures  which  have  been  redeemed  (see  clauses 
15,  16,  and  17): 

(4)  To  require  every  company  to  file  annually  with  the 
Registrar  a  statement  of  its  affairs  in  the  form  of  a 
Balance  Sheet  and  containing  a  summary  of  its 
capital,  liabilities,  and  assets,  but  the  Balance  Sheet 
need  not  contain  a  statement  of  profit  and  loss  (see 
clause  22).  Though  this  provision  is  new  to  English 
law,  a  similar  provision  has,  since  the  year  1888, 
been  part  of  the  Indian  law  relating  to  companies, 
and,  since  1896,  has  formed  part  of  the  law  of  the 
Colony  of  Victoria : 

(5)  To  assimilate,  subject  to  certain  restrictions,  the 
powers  of  companies  registered  under  the  Companies 
Acts  to  those  usually  granted  to  statutory  companies 
in  respect  of  the  payment  of  interest  out  of  capital 
during  construction  and  in  respect  of  the  issue  of 
capital  at  a  discount  (see  clauses  10  and  7) : 
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(6)  To  give  power  to  the  Court  to  graat  relief  to  directors 
in  cases  where  a  breach  of  duty  has  been  caused  by 
honest  oversight,  inadvertence,  or  error  of  judgment 
(see  clause  33) : 

(7)  To  require  every  foreign  company  which,  after  the 
commencement  of  the  Act,  establishes  a  place  of 
business  within  the  United  Kingdom,  to  file  with  the 
Registrar  a  copy  of  its  charter  or  statutes  and  a  list  of 
the  directors  of  the  company,  together  with  the 
names  and  addresses  of  some  one  or  more  persons 
resident  in  the  United  Kingdom  authorised  to 
accept  on  behalf  of  the  company  service  af  any 
notices  required  to  be  served  on  the  company,  and 
to  file  annually  with  the  Registrar  such  a  statement 
of  its  affairs  in  the  form  of  a  Balance  Sheet  as  is 
required  of  companies  established  in  the  United 
Kingdom.  Every  foreign  company  which  uses  the 
word  "  limited  "  as  part  of  its  title  is  to  be  required 
to  add  to  its  title  the  name  of  the  country  in  which 
the  company  is  established  (see  clause  36). 

The  other  clauses  of  the  Bill  contain  various  detailed 
amendments  of  the  existing  Acts. 


A  Bill  intituled  an  Act  to  amend  the  Companies  Acts. 
1862  to  1900. 

Be  it  enacted  by  the  King's  most  Excellent  Majesty,  by 

and  with  the  advice  and  consent  of  the  Lords  Spiritual  and 

Temporal,  and    Commons,    in    this    present  Parliament 

assembled,  and  by  the  authority  of  the  same,  as  follows :  — 

Prospectus  and  Allotment. 

Obligations  of  Companies  where  no  Prospectus  is  issued. 

I.— (i)  A  company  which  does  not  issue  a  prospectus  on 
or  with  reference  to  its  formation  shall  not  allot  any  of  its 
shares  or  debentures  unless  before  the  first  allotment  oi 
either  shares  or  debentures  there  has  been  filed  with  the 
Registrar  a  statement  in  lieu  of  prospectus,  verified  by  a 
statutory  declaration  by  the  secretary  and  by  one  of  the 
directors  or  a  solicitor  of  the  High  Court  engaged  in  the 
formation  of  the  company,  in  the  form  and  containing  the 
particulars  set  out  in  the  First  Schedule  to  this  Act. 

(2)  Sections  2,  6,  and  11  of  the  Companies  Act,  1900,  as 
amended  by  this  Act,  shall  apply  to  companies  which  do 
(lot  issue  a  prospectus  inviting  public  subscription  of  their 
shares,  subject  to  the  modifications  set  out  in  the  Second 
Schedule  to  this  Act. 

(3)  In  the  case  of  the  first  allotment  of  share  capital 
payable  in  cash  of  a  company  which  does  not  issue  any 
invitation  to  the  public  to  subscribe  for  its  shares,  no 
allotment  shall  be  made  unless  the  minimum  subscription 
(that  is  to  say):  — 

(a)  the  amount  (if  any)  fixed  by  the  memorandum 
or  articles  of  association  and  named  in  the  statement 
in  lieu  of  prospectus  as  the  minimum  subscription 


upon  which  the  directors  may  proceed  to  allotment ; 
or 
(b)  if  no  amount  is  so  fixed  and  named,  then  the  whole 
amount  of  the  share  capital  other  than  that  issued  or 
agreed  to  be  issued  as  fully  or  partly  paid  up  other- 
wise than  in  cash, 
has  been  subscribed  and  an  amount  not  less  than  5  per 
cent,  of  the  nominal  amount  of  each  share  payable  in 
cash  has  been  paid  to  and  received  by  the  company. 

(4 J  Section  5  of  the  Companies  Act,  1900,  shall  apply  as 
if  the  foregoing  provisions  of  this  section  wece  included 
amongst  the  foregoing  provisions  of  that  Act  mentioned  in 
the  said  Section  5. 

(5)  This  section  shall  not  apply  to  private  companies  as 
defined  by  this  Act,  or  to  any  company  which  has  allotted 
any  shares  or  debentures  before  the  commencement  of  this 
Act. 

Amendment  of  63  S*  64  Vict.  c.  48,  s.  10. 

2. — (i)  The  following  sub-section  shall  be  substituted  for 

Sub-section  1  of  Section  10  of  the  Companies  Act,  1900 :  — 

'*(i)  Every  prospectus  issued  by  or  on  behalf  of  a  com- 

*'  pany  or  by  or  on  behalf  of  any  person  who  is  or  has  been 

""  engaged  or  interested  in  the  formation  of  the  company, 

"must  state — 

'*(a)  the  contents  of  the  memorandum  of  association, 

with  the  names,  descriptions,  and  addresses  of  the 

signatories,  and  the  number  of  shares  subscribed 

for   by  them    respectively ;     and    the  number   of 

founders  or  management  or  deferred  shares,  if  any, 

and  the  nature  and  extent  of  the  interest  of  the 

holders  in  the  property  and  profits  of  the  company ; 

and 

"(^)  the  number  of  shares,  if  any,  fixed  by  the  articles 

of  association  as  the  qualification  of  a  director,  and 

any  provision  in  the  articles  of  association  as  to  the 

remuneration  of  the  directors ;   and 

"(c)  the   names,    descriptions,    and    addresses    of   the 

directors  or  proposed  directors;  and 
**(</)  the  minimum  subscription  on  which  the  directors 
may  proceed  to  allotment,  and  the  amount  payable 
on  application  and  allotment  on  each  share ;  and  in 
the  case  of  a  second  or  subsequent  offer  of  shares 
the  amount  offered  for  subscription  on  each 
previous  allotment  made  within  the  two  preceding 
years,  and  the  amount  actually  allotted;  and  the 
amount,  if  any,  paid  on  such  shares ;  and 
**(e}  the  number  and  amount  of  shares  and  debentures 
which  within  the  two  preceding  years  have  been 
issued,  or  agreed  to  be  issued,  as  fully  or  partly 
paid  up  otherwise  than  in  cash,  and  in  the  latter 
case  the  extent  to  which  they  are  so  paid  up,  and  in 
either  case  the  consideration  for  which  such  shares 
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or  debentures  have  been  issued  or  are  proposed  or 
intended  to  be  issued ;  and 

"  (/)  the  names  and  addresses  of  the  vendors  of  any  pro- 
perty purchased  or  acquired  by  the  company,  or 
proposed  so  to  l>e  purchased  or  acquired,  which  is 
to  be  paid  for  wholly  or  partly  out  of  the  proceeds 
of  the  issue  offered  for  subscription  by  the  pro- 
spectus, or  the  purchase  or  acquisition  of  which 
has  not  been  completed  at  the  date  of  publication 
of  the  prospectus,  and  the  amount  payable  in  cash, 
shares,  or  debentures,  to  the  vendor,  and  where 
there  is  more  than  one  separate  vendor,  or  the  com- 
pany is  a  sub-purchaser,  the  amount  so  payable  to 
each  vendor;  provided  that  where  the  vendors  or 
any  of  them  are  a  firm,  the  members  of  the  firm 
shall  not  be  treated  as  separate  vendors ;  and 

"{g)  the  amount  (if  any)  paid  or  payable  as  purchase- 
money  in  cash,  shares,  or  debentures,  of  any  such 
property  as  aforesaid,  specifying  the  amount  (if  any) 
payable  for  goodwill ;  and 

"(A)  the  amount  (if  any)  paid  within  the  two  preceding 
years  or  payable  as  conunission  for  subscribing  or 
agreeing  to  subscribe,  or  procuring  or  agreeing  to 
procure  subscriptions,  for  any  shares  in,  or  deben- 
tures of,  the  company,  or  the  rate  of  any  such  com- 
mission ;  provided  that  it  shall  not  be  necessary  to 
state  the  commission  payable  to  sub-underwriters ; 
and 

*(f)  the  amount  or  estimated  amoimt  of  preliminary 
expenses;  and 

"{J)  the  amount  paid  within  the  two  preceding  years  or 
intended  to  be  paid  to  any  promoter  and  the  con- 
sideration for  any  such  payment ;  and 

*  {k)  the  dates  of  and  parties  to  every  material  contract, 
and  a  reasonable  time  and  place  at  which  any 
material  contract  or  a  copy  thereof  may  be 
inspected  :  Provided  that  this  requirement  shall  not 
apply  to  a  contract  entered  into  in  the  ordinary 
course  of  the  business  carried  on  or  intended  to  be 
carried  on  by  the  company,  or  to  any  contract 
entered  into  more  than  two  years  l>efore  the  date 
of  publicaition  of  the  prospectus ;  and 

"  (/)  the  names  and  addresses  of  the  auditors  (if  any)  of 
the  company ;  and 

*(m)  full  particulars  of  the  nature  and  extent  of  the 
interest  (if  any)  of  every  director  in  the  promotion 
of,  or  in  the  property  proposed  to  be  acquired  by, 
the  company,  or,  where  the  interest  of  such  a  direc- 
tor consists  in  being  a  partner  in  a  firm,  the  nature 
and  extent  oi  the  interest  of  the  firm,  with  a  state- 
ment of  all  sums  paid  or  agreed  to  be  paid  to  him  or 
to  the  firm  in  cash  or  shares  or  otherwise  by  any 
penon  either  to  induce  him  to  become,  or  to  qualify 


him    as,    a    director,    or    otherwise   for    services 
rendered  by  him  or  by  the  firm  in  connection  with 
tjhe  promotion  or  formation  of  the  company." 
(2)  The  said  section  of  the  Companies  Act,  1900,  shall  not 
apply  to  a  circular  or  notice  inviting  existing  members  or 
debenture-holders  of  the  company  to  subscribe  for  shares 
or  debentures  of  the  company,  whether  with  or  without  the 
right  to  renounce  in  favour  of  other  persons,  and  accord- 
ingly in  Sub-section  4  of  that  section  for  the  words  "for 
further  shares  or  debentures"  there  shall  be  substituted 
the  words  "for   shares    or    debentures   of  the  company, 
"whether  with  or  without  the  right  to  renounce  in  favour 
"of  other  persons." 

Penaity  for  Failure  to  File  Prospectus. 
3. — If  a  prospectus  is  issued  without  a  copy  thereof 
being  filed  for  registration  as  required  by  Section  9  of  the 
Companies  Act,  1900,  the  company  and  every  person  who 
is  knowingly  a  party  to  the  issue  of  the  prospectus  shall  on 
conviction  be  liable  to  a  fine  not  exceeding  five  pounds  for 
every  day  from  the  date  of  the  issue  of  the  prospectus  until 
a  copy  thereof  is  so  filed. 

Simultaneous  Offer  and  Allotment  of  Shares  and  D^entures. 

4. — The  following  provision  shall  be  substituted  for  Sub- 
section 4  of  Section  6  of  the  Companies  Act,  1900 :  — 

"(4)  Nothing  in  this  section  shall  prevent  the  simul- 
"taneous  offer  for  subscription  or  allotment  of  any  shares 
"and  debentures,  or  the  receipt  of  any  money  payable  on 
"application  for  debentures." 

Limitation  of  Time  for  issue  of  Certificates, 

5. — (i)  Every  company  shall  within  two  months  after  the 
allotenent  of  any  of  its  shaares,  debentures,  or  debenture 
stock,  and  within  two  months  after  the  registration  of  the 
transfer  of  any  such  shares,  debentures,  or  debenture  stock, 
complete  and  have  ready  for  delivery  the  certificates  of  all 
shares,  the  debentures,  and  the  certificates  of  all  debenture 
stock  allotted  or  transferred,  unless,  in  the  case  of  an  allot- 
ment, the  conditions  of  issue  of  the  shares,  debentures,  or 
debenture  stock  otherwise  provide. 

(2)  If  default  is  made  in  complying  with  the  require- 
ments of  this  section,  the  company,  and  every  director, 
manager,  secretary,  and  other  officer  of  the  company  who 
is  knowingly  a  party  to  the  default,  shall  on  conviction  be 
liable  to  a  fine  not  exceeding  five  pounds  for  every  day 
during  which  the  default  continues. 
Filing  of  Contracts  of  allotment  of  Shares  not  payable  in  Cash. 

6. — Where  a  contract  which  under  paragraph  (b)  of  Sub- 
section (i)  of  Section  7  of  the  Companies  Act,  1900,  is 
required  to  be  filed  with  the  Registrar  is  not  reduced  to 
writing,  it  shall  be  a  sufficient  compliance  with  that  para- 
graph if  the  company  within  the  time  limited  in  the  said 
section  file  with  the  Registrar  the  prescribed  particulars  of 
the  contract  stamped  with  ^e  same  stan^>  duty  as  wc 
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have  been  payable  if  the  contract  had  been  reduced  to 
writing. 

Issue  of  Shares  at  a  Discount  and  Payment  of 
Commissions. 
Issue  of  Ntw  Capital  at  a  Discount. 
7. — ^Where  a  company  which  has  continuously  carried  on 
business  for  more  than  two  years  after  the  company  became 
entitled  to  commence  business  offers  shares  for  subscrip- 
tion, the  shares  may  be  offered  and  issued  at  a  discount  if 
the  issue  of  shares  at  a  discount  is  authorised  by  the 
articles  of  association  and  the  amount  or  rate  of  the  dis- 
count is  disclosed  in  the  prospectus,  or,  where  no  pro- 
spectus offering  the  shares  for  subscription  is  issued,  in  a 
statement  in  the  prescribed  form  verified  in  like  manner 
as  a  statement  in  lieu  of  prospectus  and  filed  with  the 
Registrar,  and  where  a  circular  or  notice,  not  being  a  pro- 
spectus, inviting  subscriptions  for  the  shares  is  issued,  also 
disclosed  in  that  circular  or  notice. 

Statement  as  to  Commissions  and  Discounts. 

8. — The  total  amount  of  the  sums  paid  by  way  of  com- 
mission in  respect  of  any  shares  or  debentures  or  allowed 
by  way  of  discount  shall  be  stated  in  the  summary  made 
under  Section  26  of  the  Companies  Act,  1862,  next  after  the 
payment  of  the  conunission  or  the  allowance  of  the  dis- 
count, and  the  total  amount  thereof,  or  so  much  thereof 
as  has  not  been  written  off,  shall  be  stated  in  every  Balance 
Sheet  until  the  whole  amount  thereof  has  been  written  off. 
Amendment  of  63  6-  64  Vict.  c.  48,  s.  8. 

9. — (1)  For  removing  doubts  it  is  hereby  declared  that  a 
vendor  to,  promoter  of,  or  other  person  who  receives  pay- 
ment in  money  or  shares  from,  a  company  has,  and  always 
has  had,  power  to  apply  any  part  of  the  money  or  shares  so 
received  in  payment  of  any  commission,  the  payment  of 
which,  if  made  directly  by  the  company,  would  have  been 
legal  under  Section  8  of  the  Companies  Act,  1900. 

(2)  The  said  section  shall  apply  in  cases  where  the  shares 
are  not  offered  to  the  public  for  subscription ;  provided 
that  the  payment  of  the  commission  is  authorised  by  the 
articles  of  association  of  the  company,  and  that  the  amount 
or  rate  paid  or  agreed  to  be  paid  as  commission  is  dis- 
closed in  the  statement  in  lieu  of  prospectus  or  in  a  state- 
mient  in  the  prescribed  form  verified  in  like  manner  as  a 
statement  in  lieu  of  prospectus  and  filed  with  the  Registrar, 
and  where  a  circular  or  notice,  not  being  a  prospectus, 
inviting  subscriptions  for  the  shares  is  issued,  also  dis- 
closed in  that  circular  or  notice. 

Payment  of  Interest  out  of  Capital. 
Power  of  Company  to  pay  Interest  &ut  of  Capital  in  certain  cases. 

ID. — ^Where  any  shares  of  a  company  are  issued  for  the 
purpose  of  raising  money  to  defray  the  expenses  of  the 
construction  of  any  works  or  buildings  or  the  provision  of 

y    plant    which    cannot    be    made    profitable    for    a 


lengthened  period,  the  company  may  pay  interest  on  so 
much  of  such  share  capital  as  is  for  the  time  being  paid 
up  for  the  period  and  subject  to  the  conditions  and  restric- 
tionis  in  this  section  mentioned,  and  may  charge  the  same 
to  capital  as  part  of  the  cost  of  construction  of  the  work  : 

Provided  that — 
(i)  No  such  payment  shall  be  made  unless  the  same  is 
authorised  by  the  company's  articles  of  association 
or  by  special  resolution  of  the  company : 

(2)  No  such  payment,  whether  authorised  by  the 
articles  of  association  or  by  special  resolution, 
shall  be  made  without  the  previous  sanction  of  the 
Board  of  Trade : 

(3)  The  payment  shall  be  made  only  for  such  period  as 
may  be  determined  by  the  Board  of  Trade;  and 
such  period  shall  in  no  case  extend  beyond  the 
close  of  the  half-year  next  after  the  half-year  during 
which  the  works  have  been  actually  completed : 

(4)  The  rate  of  interest  shall  in  no  case  exceed  4  per 
cent,  per  annum  or  such  other  rate  as  may  for  the 
time  being  be  prescribed  by  Order  in  Council : 

(5)  The  payment  of  such  interest  shall  not  operate  as  a 
reduction  of  the  amount  paid  up  on  the  shares  in 
respect  of  which  it  is  paid : 

(6)  The  accounts  of  the  company  shall  show  the  capital 
on  which,  and  the  rate  at  which,  interest  has  been 
paid  out  of  capital  during  the  period  to  which  the 
accounts  relate. 

Mortgages  and  Charges. 
Amendment  of  63  S*  64  Vict.  c.  48,  s.  14,  as  to  Registration 
of  Mortgages  and  Charges. 
II.— (i)  Every  mortgage  or  charge  created  by  a  company 
after  the  commencement  of  this  Act  and  being  either — 
{a)  a  mortgage  or  charge  for  the  purpose  of  securing  any 
issue  of  debentures ;  or 

(b)  a  mortgage  or  charge  on  uncalled  capital  of  the  com- 
pany ;  or 

(c)  a  mortgage  or  charge  created  or  evidenced  by  an 
instrimient  which,  if  executed  by  an  individual, 
would  require  registration  as  a  bill  of  sale ;  or 

(d)  a  mortgage  or  charge  on  any  land,  wherever  situate, 
or  any  interest  therein  ;  or 

(e)  a  mortgage  or  charge  on  any  book  debts  of  the 
company  ;  or 

{/)  a  floating  charge  on  the  undertaking  or  property  of 
the  company, 
shall,  so  far  as  any  security  on  the  company's  property  or 
undertaking  is  thereby  conferred,  be  void  against  the 
liquidator  and  any  creditor  of  the  company,  unless  the 
prescribed  particulars  of  the  mortgage  or  charge,  together 
with  the  instrument  (if  any)  by  which  the  mortgage  or 
charge  is  created  or  evidenced,  are  delivered  to  or  received 
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by  the  Registrar  for  registration  in  manner  required  by 
this  Act  within  twenty-one  days  after  the  date  of  its  crea- 
tion, but  without  prejudice  to  any  contract  or  obligation 
for  repayment  of  the  money  thereby  secured : 
Provided  that — 

(i.)  in  the  case  of  a  mortgage  or  charge  created  out  of 
the  United  Kingdom,  it  shall  not  be  necessary  to 
send  the  instrument  by  which  the  mortgage  or 
chaige  is  created  ;  and 
(ii.)  where  the  mortgage  or  charge  is  created  in  the 
United  Kingdom  but  comprises  property  outside 
the  United  Kingdom,  the  deed  purporting  to 
charge  specifically  such  property  may  be  sent  for 
r^istration  notwithstanding  that  further  proceed- 
ings may  be  necessary  to  make  such  mortgage  or 
charge  valid  or  effectual  according  to  the  law  oi 
the  country  in  which  such  property  is  situate ; 
and 
(iii.)  where  a  negotiable  instrument  has  been  given  to 
secure  the  payment  of  any  book  debts  of  a  com- 
pany, the  deposit  of  the  instrument  for  the  pur- 
pose of  securing  an  advance  to  the  company  shall 
not  for  the  purposes  of  this  section  be  treated  as  a 
mortgage  or  chaige  on  those  book  debts; 
(iv.)  the  holding  of  debentures  entitling  the  holder  to  a 
charge  on  land  shall  not  be  deemed  to  be  an 
interest  in  land.  . 

(2)  The  Registrar  shall  keep,  with  respect  to  each  com- 
pany, a  register  in  the  prescribed  form  of  all  such 
mortgages  and  charges  created  by  the  company  after  the 
commencement  of  this  Act,  and  requiring  registration 
under  this  section,  and  shall,  on  payment  of  the  prescribed 
fee,  enter  in  the  register,  with  respect  to  every  such 
mortgage  or  charge,  the  date  of  creation,  the  amount 
secured  by  it,  short  particulars  of  the  property  mortgaged 
or  charged,  and  the  names  of  the  mortgagees  or  persons 
entitled  to  the  charge. 

(3)  Where  a  series  of  debentures  containing,  or  giving  by 
reference  to  a  deed  containing,  any  charge  to  the  benefit  of 
which  the  debenture-holders  of  that  series  are  entitled 
pari  passu  is  created  by  a  company,  it  shall  be  sufficient 
if  there  are  delivered  to  or  received  by  the  Registrar 
within  twenty-one  days  after  the  execution  of  the  deed  con- 
taining the  charge  or,  if  there  is  no  sucli  deed,  after  the 
first  issue  of  any  debentures  of  the  series  the  following 
particulars :  — 

(a)  the  total  amount  secured  by  the  whole  series ;  and 
{p)  the  dates  of  the  resolutions  authorising  the  issue  Oi 
the  series  and  the  date  of  the  covering  deed,  if  any, 
by  which  the  security  is  created  or  defined ;  and 
\f)  a  genial  description  of  the  property  charged  ;  and 
{d)  the  names  of  the  trustees,  if  any,  for  the  debenture- 
holders  : 
together  with  the  deed  containing  the  charge,  or,  if  there  it 
DO  such  deed,  one  of  the  debentures  of  the  series,  and  the 


Registrar  shall,  on  payment  of  the  prescribed  fee,  eater 
such  particulars  in  the  register  : 

Provided  that  where  more  than  one  issue  is  made  of 
debentures  in  the  series,  there  shall  be  sent  to  the  Registrar 
for  entry  on  the  register  particulars  of  the  date  and  amount 
of  each  issue,  but  an  omission  to  do  this  shall  not  affect 
the  validity  of  the  debentures  issued. 

(4)  Where  any  commission,  allowance,  or  discount  has 
been  paid  or  made,  either  directly  or  indirectly,  to  any 
person  in  consideration  of  his  subscribing  or  agreeing  to 
subscribe,  whether  absolutely  or  conditionally,  for  any 
debentures  of  a  company,  or  procuring  or  agreeing  to  pro- 
cure subscriptions,  whether  absolute  or  conditional,  for 
any  such  debentures,  the  particulars  required  for  registra- 
tion under  this  section  shall  include  particulars  as  to  the 
amount  or  rate  per  cent,  of  the  commission,  discount,  or 
allowance  so  paid  or  made,  but  an  omission  to  do  this 
shall  not  affect  the  validity  of  the  debentures  issued : 

Provided  that  the  deposit  of  any  debentures  as  security 
for  any  debt  of  the  company  shall  not  for  the  puorposes  of 
this  provision  be  treated  as  the  issue  of  the  debentures  at  a 
discount. 

(5)  The  Registrar  shall  give  a  certificate  under  his  hand 
of  the  registration  of  any  mortgage  or  charge  registered  in 
pursuance  of  this  section,  stating  the  amount  thereby 
secured  (which  certificate  shall  be  conclusive  evidence  that 
the  requirements  of  thds  section  as  to  registration  have 
been  complied  with),  and  the  company  shall  cause  a  copy 
of  the  certificate  so  given  to  be  endorsed  on  every  deben- 
ture or  certificate  of  debenture  stock  which  is  issued  by 
the  company,  and  the  payment  of  which  is  secured  by  the 
mortgage  or  charge  so  registered : 

Provided  that  nothing  in  this  sub-section  shall  be  con- 
strued as  requiring  a  company  to  cause  a  certificate  of 
registration  of  any  mortgage  or  charge  given  under  this 
section  to  be  endorsed  on  any  debenture  or  certificate  of 
debenture  stock  which  has  been  issued  by  the  company 
before  the  mortgage  or  charge  was  created. 

(6)  It  shall  be  the  duty  of  the  company  to  send  to  the 
Registrar  for  registration  the  particulars  of  every  mortgage 
or  charge  created  by  the  company  and  of  the  issues  of 
debentures  of  a  series  and  requiring  registration  under  this 
section,  but  registration  of  any  such  mortgage  or  charge 
may  be  effected  on  the  application  of  any  person  interested 
therein,  and  if  the  company  fail  to  comply  with  the 
requirements  of  this  sub-section,  then,  unless  the  registra- 
tion has  been  effected  on  the  application  of  some  other 
person,  the  company,  and  every  director,  manager,  secre- 
tary, or  other  person  who  is  knowingly  a  party  to  the 
default,  shall  on  conviction  be  liable  to  a  fine  not  exceeding 
jifty  pounds  for  every  day  during  which  the  defaul* 
continues. 
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(7)  The  register  kept,  in  pursuance  of  this  section,  of  the 
mortgages  and  charges  of  each  company  shall  be  open  to 
inspection  by  any  person  on  payment  of  the  prescribed  fee, 
not  exceeding  one  shilling  for  each  inspection. 

(8)  Eveiry  company  shall  cause  a  copy  of  every  instru- 
ment creating  any  mortgage  or  charge  requiring  registra- 
tion under  this  section,  to  be  kept  at  the  registered  office 
of  the  company,  and  to  be  open  to  inspection  by  the 
members  and  creditors  of  the  company  on  payment  of  such 
fee  not  exceeding  one  shilling  for  each  inspection,  as  may 
be  fixed  by  the  regulations  of  the  company :  Provided  that 
in  the  case  of  a  series  of  uniform  debentures  a  copy  of  one 
such  debenture  shall  be  sufficient. 

(9)  Section  14  of  the  Companies  Act,  1900,  is  hereby 
repealed. 

Registration  of  Enforcement  of  Security. 

12.— (i)  If  any  person  obtains  an  order  for  the  appoint- 
ment of  a  receiver  or  manager  of  the  property  of  a  com- 
pany, or  appoints  such  a  receiver  or  manager  under  any 
powers  contained  in  any  instrument,  he  shall,  within  seven 
days  from  the  date  of  the  order  or  of  the  appointment  under 
the  powers  contained  in  the  instrument,  give  notice  of  the 
fact  to  the  Registrar,  and  the  Registrar  shall,  on  payment 
of  the  prescribed  fee,  enter  the  fact  on  the  register  of 
nioitgages  and  charges. 

(2)  If  any  person  makes  default  in  complying  with  the 
requirements  of  this  section  he  shall  on  conviction  be 
liable  to  a  fine  not  exceeding  five  pounds  for  every  day 
during  which  the  default  continues. 

Registration  of  secured  Debts  created  before  1st  of  January  1901. 

13. — (i)  It  shall  be  the  duty  of  a  company  within  three 
months  after  the  commencement  of  this  Act  to  send  to  the 
Registrar  for  registration  a  statement  of  the  total  amount 
outstanding  at  the  commencemenit  of  this  Act  of  the  debts 
of  the  company  secured  by  mortgages  or  charges  created 
before  the  commencement  of  this  Act,  which  under  the  pro- 
visions of  this  Act  would  have  required  registration  had 
they  been  created  after  the  commencement  of  this  Act, 
except  those  already  required  to  be  registered  under 
Section  14  of  the  Companies  Act,  1900,  and  the  Registrar 
shall,  on  payment  of  the  prescribed  fee,  enter  those  par- 
tictklars  on  the  register  of  mortgages  and  charges : 

Provided  that  the  neglect  of  the  company  to  comply  with 
the  provisions  of  this  sub-section  shall  not  prejudice  the 
rights  under  any  such  mortgage  or  charge  of  any  person  in 
whose  favour  the  mortgage  or  charge  was  made. 

(2)  If  the  company  fail  to  comply  with  the  requirements 
of  this  section,  the  company,  and  every  director,  manager, 
secretary,  or  other  person  who  is  knovringly  a  party  to  the 
default,  shall  on  conviction  be  liable  to  a  fine  not  exceed- 
ing fifty  pounds  for  every  day  during  which  the  default 
conitinues. 


Effect  of  Floating  Charge, 

14. — Where  a  company  is  being  woimd  up,  a  floating 
charge  on  the  undertaking  or  property  of  the  company 
created  within  three  months  of  the  commencement  of  the 
winding-up  shall,  unless  it  is  proved  that  the  company 
immediately  after  the  creation  of  the  charge  was  solvent,  be 
invalid,  except  to  the  amount  of  any  cash  paid  to  the  com- 
pany at  or  subsequently  to,  and  in  consideration  for,  the 
charge,  together  with  interest  on  that  amount  at  the  rate  of 
5  per  cent,  per  annum. 

Perpetual  Debentures. 

15. — For  removing  doubts  it  is  hereby  declared  that  a 
mortgage  or  charge  created,  whether  before  or  after  the 
passing  of  this  Act,  by  any  debentures  or  by  any  deed  for 
securing  such  debentures  shall  not  be  invalid  by  reason 
only  that  the  debentures  are  irredeemable  or  redeemable 
only  on  that  happening  of  a  contingency,  however  remote, 
Off  on  the  expiration  of  a  period,  however  long,  any  rule  of 
equity  to  the  contrary  notwithstanding. 

Power  to  give  Mortgagee  option  of  Purchase. 
16. — ^Where  a  company  mortgages  any  debentures, 
whether  issued  by  the  company  or  by  any  other  company, 
it  shall  be  lawful  for  the  company  and  the  mortgagee  by 
the  same  or  any  subsequent  instrument  to  enter  into  an 
agreement  for  conferring  on  the  mortgagee  an  option  to 
purchase  the  debentures  or  any  of  them,  any  rule  of  equity 
to  the  contrary  notwithstanding. 

Power  to  Reissue  Redeemed  Debentures  in  certain  cases. 

17. — (i)  Where  either  before  or  after  the  passing  of  this 
Act  a  company  has  adeemed  any  debentures  previously 
issued,  the  company,  unless  the  articles  of  association  of 
the  company  or  the  conditions  of  issue  otherwise  provide, 
or  unless  the  debentures  have  been  redeemed  in  pursuance 
of  any  obligation  on  the  company  so  to  do,  shall  have 
power,  and  shall  be  deemed  always  to  have  had  power,  to 
keep  the  debentures  alive  for  the  purposes  of  re-issue,  and 
where  a  company  has  purported  to  exercise  such  a  power 
the  company  shall  have  power,  and  shall  be  deemed 
always  to  have  had  power,  to  re-issue  the  debentures  either 
by  re-issuing  the  same  debentures  or  by  issuing  other 
debentures  in  their  place,  and  upon  such  a  re-issue  the 
person  entitled  to  the  debentures  shall  have,  and  shall  be 
deemed  always  to  have  had,  the  same  rights  and  priorities 
as  if  the  debentures  had  not  previously  been  issued : 

Provided  that  nothing  in  this  section  shall  prejudice  the 
operation  of  any  judgment  or  order  of  a  Court  of  com- 
petent jurisdiction  pronounced  or  made  before  the  seventh 
day  of  March  one  thousand  nine  hundred  and  seven  as 
between  the  parties  to  the  proceedings  in  which  the  judg- 
ment was  pronounced  or  the  order  made,  and  any  appeal 
from  any  such  judgment  or  order  shall  be  decided  as  if  this 
Act  had  not  been  passed. 
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(a)  Where  with  the  object  of  keeping  debentures  alive  for 
the  purpose  of  re-issue  they  have  been  transferred  to  a 
nominee  of  the  company,  a  transfer  from  that  nominee 
shall  be  deemed  to  be  a  re-issue  for  the  purposes  of  this 
section. 

(3)  Where  a  company  has  deposited  any  of  its  deben- 
tures to  secure  a  current  account,  the  debentures  shall  not 
be  deemed  to  have  been  redeemed  by  reason  only  of  the 
current  account  having,  whilst  the  debentures  were  so 
deposited,  been  in  credit. 

Sptcific  performance  of  Contract  to  subscribe  for  Debentures. 

xS. — ^A  contract  with  a  company  to  take  up  and  pay  for 
any  debentures  of  the  company  may  be  enforced  by  an 
order  for  specific  performance  In  like  manner  as  if  it  had 
been  a  contract  to  take  up  and  pay  for  shares  of  the 
company. 

Inspection  of  Register  of  Mortgages, 

19. — The  register  of  mortgages  required  by  Section  43  of 
the  Companies  Act,  1862,  shall  be  open  to  inspection  by 
any  person  other  than  a  creditor  or  member  of  the  com- 
pany on  payment  of  such  fee,  not  exceeding  one  shilling 
for  each  inspection,  as  may  be  fixed  by  regulations  of  the 
company,  and  that  section  shall  apply  accordingly. 

Hight  of  Debenture-Holders  to  inspect  the  Register  of  Debenture- 
Holders  and  to  have  Copies  of  Trust  Deed, 
ao. — (i)  Every  register  of  holders  of  debentures  of  a  com- 
pany shall,  except  when  closed  in  accordance  with  the 
articles  of  the  company  during  such  period  or  periods  (not 
exceeding  in  the  whole  thiity  days  in  any  year)  as  may  be 
specified  in  the  articles,  be  open  to  the  inspection  of  ihz 
registered  holder  of  any  such  debentures,  but  subject  to 
such  reasonable  restrictions  as  the  company  may  in  general 
meeting  Impose,  so  that  at  least  two  hours  in  each,  day  arc 
appointed  for  inspection,  and  every  such  holder  may 
require  a  copy  of  such  register  or  any  part  thereof  on  pay- 
ment of  sixpence  for  every  one  hundred  words  required  tu 
be  copied. 

(2)  A  copy  of  any  trust  deed  for  securing  any  issue  of 
debentures  shall  be  forwarded  to  every  holder  of  any  such 
debentures  at  his  request  on  payment  of  the  sum  of  one 
shilling  or  such  less  sum  as  may  be  prescribed  by  the  com- 
pany for  such  copy. 

(3)  If  inspection  is  refused,  or  a  copy  is  refused  or  not 
forwarded,  the  company  shall  on  conviction  be  liable  to  a 
fine  not  exceeding  two  pounds,  and  to  a  further  fine  not 
exceeding  two  pounds  for  every  day  during  which  the 
refusal  continues,  and  every  director,  manager,  secretary, 
or  other  officer  of  the  company  who  knowingly  authorises 
or  permits  such  refusal  shall  incur  the  like  liability. 

Auditors;  Balance  Sheet;  and  Reports. 
Auditors. 
21, — The  following  section  shall  be  substituted  for  Sec- 
tion 23  of  the  Companies  Act,  1900 : — 


**(!)  Every  auditor  of  the  company  shall  have  a  right  of 
"access  at  all  times  to  the  books  and  accounts  and 
"  vouchers  of  the  company,  and  shall  be  entitled  to  require 
■from  the  directors  and  officers  of  the  company  such 
"  information  and  explanation  as  may  be  necessary  for  the 
"  performance  of  the  duties  of  the  auditors. 

"  (2)  The  auditors  shall  make  a  report  to  the  shareholders 
"  on  the  accounts  examined  by  them,  and  on  every  Balance 
"  Sheet  laid  before  the  company  in  general  meeting  during 
"their  tenure  of  office,  and  the  report  shall  state — 

"  (a)  whether  or  not  they  have  obtained  all  the  informa- 
tion and  explanations  they  have  required;  and 
"  (b)  whether,  in  their  opinion,  the  Balance  Sheet  referred 
to  in  the   report   is   properly    drawn    up    so  as  to 
exhibit  a  true  and  correct  view  of  the  state  of  the 
company's' affairs   according   to   the   best   of  their 
information  and  the  explanations  given  to  them,  and 
as  shown  by  the  books  of  the  company. 
*  (3)  The  report  shall  be  attached  to  the  Balance  Sheet,  or 
"  there  shall  be  inserted  at  the  foot  of  the  Balance  Sheet  a 
"reference  to  the  report,  and  the  report  shall  be  read  before 
"the  company  in  general  meeting,  and  shall  be  open  to 
"  inspection  by  any  shareholder. 

"  (4)  A  person,  other  than  a  retiring  auditor,  shall  not  be 
"capable  of  being  appointed  auditor  at  an  annual  general 
"meeting  unless  notice  of  an  intention  to  nominate  that 
"person  to  the  office  of  auditor  has  been  given  by  the 
"nominator  to  the  company  not  less  than  fourteen  days, 
"and  by  the  compwuny  to  every  shareholder  not  less  than 
"seven  days,  before  the  annual  general  meeting. 

"(5)  If  any  copy  of  a  Balance  Sheet  is  issued,  circulated, 
"  or  published  without  either  having  a  copy  of  the  auditor^s 
"report  attached  thereto  or  containing  such  reference  to 
"that  report  as  is  required  by  this  section,  the  company, 
"  and  every  director,  manager,  secretary,  or  other  officer  of 
"the  company  who  is  knowingly  a  party  to  the  default, 
"shall  on  conviction  be  liable  to  a  fine  not  exceeding 
""  fifty  pounds:' 

Filing  of  A  nnual  Statement  of  Affairs  by  Limited  Companies. 

22. — Every  company  required  to  forward  to  the  Regis* 
trar  a  summary  under  Section  26  of  the  Companies  Act, 
1862,  shall  annually  forward  to  the  Registrar  with  that 
summary,  a  statement  of  its  affairs,  made  up  to  such 
date  as  may  be  specified  in  the  statement,  in  the 
form  of  a  Balance  Sheet,  audited  by  the  company's 
auditors,  and  containing  a  summary  of  its  capital,  its 
liabilities,  and  its  assets,  giving  such  particulars  as  will 
disclose  the  nature  of  such  liabilities  and  assets,  and  how 
the  values  of  the  fixed  assets  have  been  arrived  at,  but  the 
Balance  Sheet  need  not  include  a  statement  of  profit  and 
loss. 
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Report  by  Directors  under  63  6*  64  Vict.  c.  48,  s.  12. 
23. — The  report  which  the  directors  are  required  by  Sec- 
tioa  13  of  the  Companies  Act,  1900,  to  forward  to  every 
member  of  the  company  at  least  seven  days  before  the 
date  on  which  the  statutory  meeting  of  the  company  is 
held,  shall  contain  an  abstract  of  the  receipts  of  the  com- 
pany on  account  of  its  capital,  whether  from  shares  or 
debentures,  and  of  the  payments  made  thereout,  up  to  a 
date  within  seven  days  of  the  date  of  the  report,  exhibiting 
under  distinctive  headings  the  receipts  of  the  company 
from  shares  and  debentures  and  other  sources,  the  pay- 
ments made  thereout,  and  particulars  concerning  the 
balance  remaining  in  hand,  and  an  account  or  estimate  of 
the  preliminary  expenses  of  the  company. 

Rights  of  Preference  Shareholders,  6<.,  as  to  Receipt  and 
Inspection  of  Reports,  &^. 
24. — Holders  of  preference  shares  and  debentures  of  a 
company  shall  have  the  same  right  to  receive  and  inspect 
the  Balance  Sheets  of  the  company  and  the  reports  of  the 
auditors  and  other  reports  as  are  possessed  by  the  holders 
of  ordinary  shares  in  the  company,  unless  a  provision  to 
the  contrary  is  contained  in  the  articles  of  association  and 
is  disclosed  in  the  prospectus  offering  the  preference  shares 
or  debentures  for  subscription  or  in  the  statement  in  lieu 
of  prospectus,  or  unless  an  express  agreement  lo  the 
contrary  is  made.  . 

General  Meeting,  &c. 
Annual  Getural  Meeting. 
25. — llie  following  section  shall  be  substituted  for  Sec- 
tion 49  of  the  Companies  Act,  1862  :  — 

"  A  general  meeting  of  e^'ery  company  shall  be  held  once 
"  at  least  in  every  calendar  year,  and  not  more  than  fifteen 
"months  after  the  holding  of  the  last  preceding  general 
"meeting,  and  if   not   so   held,    the  company,  and  every 
"  director,  manager,  secretary,  and  other  officer  of  the  com- 
"pany  who  is  knowingly  a  party  to  the  default,  shall  on 
"  conviction  be  liable  to  a  fine  not  exceeding  fifiy  pounds.** 
Power  of  Court  to  Call  General  Meeting. 
26. — The  Court  may,  if  it  thinks  fit,  on  the  application 
of  any  member  of  a  company,  call  or  direct  the  calling  of 
a  general  meeting  of  the  company. 
Poll. 
27. — A  poll  may  be  demanded  at  a  meeting  of  a  company 
at  which  a  special  resolution  is  passed  or  confirmed  under 
Section  51  of  the  Companies  Act,  1862,  if  demanded  by  a 
person  for  the  time  being  entitled  according  to  the  articles 
of  the  company  to  vote,  unless  the  articles  of  the  company 
require  a  demand  by  such  number  of  such  persons,  not  in 
any  case  exceeding  five,  as  may  be  specified  in  the  articles. 

Winding-up. 
Amendment  of  Law  as  to   Voluntary    IV inding-up,  25  S*  26  Vict, 
c.  8g. 
28.— (I )  Section  53   of  the   Companies   Act,  1862,  shall 


apply  in  the  case  of  an  extraordinary  resolution  to  wind 
up  a  company  voluntarily  under  Section  129  of  that  Act. 
in  like  manner  as  the  section  applies  in  the  case  of  a 
special  resolution,  with  the  substitution  of  a  reference  to 
the  date  of  the  passing  of  the  extraordinary  resolution  for 
the  reference  to  the  date  of  the  confirn^tion  of  the  fecial 
resolution. 

(2)  The  liqiiidator  of  a  company  being  wound  up  volun- 
tarily shall,  within  twenty-one  days  after  his  appointment, 
file  with  the  Registrar  a  notice  of  his  appointment  in  the 
prescribed  form,  and  if  any  liquidator  contravenes  this 
provision  he  shall  on  conviction  be  liable  to  a  fine  not 
exceeding  five  pounds  for  every  day  during  which  the  con- 
travention continues. 

Reckoning  of  Contingent  Liabilities  on  Petition  to  Wind  up. 
29. — In  determining  whether  a  company  is  unable  to  pay 
its  debts  within  the  meaning  of  Section  80  of  the  Com- 
panies Act,  1862,  the  Court  shall  take  into  account  the  con- 
tingent and  prospective  liabilities  of  the  company,  and  any 
con.tingent  or  prospective  ,  creditor  shall  be  a  creditor 
entitled  to  present  a  petition  for  winding  up  the  company 
under  Section  82  of  that  Act :  Provided  that  the  Court  shall 
not  give  a  hearing  to  a  petition  for  winding-up  the  com* 
pany  by  such  a  creditor  until  such  security  for  costs  has 
been  given  as  the  Court  thinks  reasonable,  and  until  a 
primd  facie  case  for  winding  up  has  been  established  to  the 
satisfaction  of  the  Court. 

Winding-up  Order  where  Company  has  no  Assets. 
30. — An  order  to  wind  up  a  company  shall  not  be  refused 
on  the  ground  only  that  the  assets  of  the  company  have 
been  mortgaged  to  an  amount  equal  to  or  in  excess  of  those 
assets,  or  that  the  company  has  no  assets. 
Amendment  of  51  cS*  52  Vict.  c.  62,  and  52  6»  53  Vict.  c.  60. 
31. — In  the  Preferential  Payments  in  Bankruptcy  Act, 
1888,  and  the  Preferential  Payments  in  Bankruptcy 
(Ireland)  Act,  1889,  the  date  on  which  the  order  to  wind  up 
was  made  shall,  in  the  case  of  a  company  ordered  to  be 
wound  up  compulsorily,  be  substituted  for  the  date  of  the 
commencement  of  the. winding-up  of  the  company: 

Provided  that  this  provision  shall  not  apply  where  the 
order  is  made  with  respect  to  a  company  which  before  the 
date  of  the  order  had  commenced  to  be  wound  up 
voluntarily. 

Dissolution  of  Companies. 
32. — (i)  Where  a  company  has  been  wound  up  volun- 
tarily and  the  return  made  by  the  liquidators  to  the  Regis- 
trar under  Section  143  of  the  Companies  Act,  1862,  has 
been  registered  in  accordance  with  that  section,  the  Court 
may,  on  the  application  of  the  liquidators  or  of  any  other 
person  who  appears  to  the  Court  to  be  interested,  make  an 
order  deferring  the  date  at  which  the  dissolution  of  the 
company  is  to  take  effect  for  such  time  as  to  the  Court 
seems  fit. 
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(a)  Where  a  company  has  been  dissolved,  the  Court  may 
at  any  time  within  nine  months  of  the  date  of  the  dissolu- 
tion, on  an  application  being  made  for  the  purpose  by  the 
liquidators  of  the  company  or  by  any  other  person  who 
appears  to  the  Court  to  be  interested,  make  an  order,  upon 
such  terms  as  the  Court  thiniks  fit,  declaring  the  dissolution 
to  have  been  void,  and  thereupon  such  proceedings  may 
be  taken  as  might  have  been  taken  if  the  company  had  not 
been  dissolved.     « 

Directors. 
Power  of  Court  to  grant  Relief  in  certain  cases. 
33.— (i)  If  it  appears  to  the  Court  that  a  director  or  pro- 
moter of  a  company  is  or  may  be  personally  liable  for  the 
breach  of  any  duty  imposed  upon  him  by  the  Companies 
Acts,  whether  the  transaction  alleged  to  be  a  breach  of 
duty  occurred  before  or  after  the  passing  of  this  Act,  but 
that  the  breach  of  duty  has  been  caused  by  honest  over- 
sight, inadvertence,  or  error  of  judgment  on  his  part,  and 
that  he  ought  fairly  to  be  excused  for  the  breach  of  duty, 
the  (?ourt  may,  after  causing  such  notices  to  be  published 
01  served  as  the  Court  may  direct,  relieve  the  director  or 
promoter  either  wholly,  or  partly,  from  personal  liability 
on  such  terms  as  the  Court  may  think  proper. 

{j)  If  in  any  proceeding  against  a  director  of  a  company 
for  negligence  or  breach  of  trust  it  appears  to  the  Court 
that  the  director  is  or  may  be  liable  in  respect  of  the  negli- 
gence or  breach  of  trust,  but  has  acted  honestly  and  reason- 
ably, and  ought  fairly  to  be  excused  for  the  negligence  or 
breach  of  trust,  the  Court  may  relieve  him,  either  wholly 
or  partly,  from  his  liability  on  such  terms  as  the  Court 
may  think  proper. 

Cotttribnttons  under  the  Directors'  Liability  Act,  1890. 

34. — A  person  liable  to  make  any  payment  undef  the  pro- 
visions of  the  Directors'  Liability  Act,  1890,  shall  not  bo 
entitled  to  recover  contribution  from  another  person  under 
Section  5  of  that  Act  if  the  person  liable  to  make  the  pay- 
ment was,  and  such  other  person  was  not,  guilty  of  fraudu- 
lent misrepresentation. 

Qualification  of  Director. 

35. — The  following  provision  shall  be  substituted  for 
Sub-section  (3)  of  Section  3  of  the  Companies  Act, 
1900  :  — 

""  (3)  If  after  the  expiration  of  the  said  period  or  shorter 

*  time  any  unqualified  person  continues  to  bQ  director  of  a 
'company,  he  shall  be  liable  to  a  fine  not  exceeding  five 

*  founds  for  every  day  during  which  he  continues  to  be 
■unqualified  and  a  director." 

Requirements  as  to   Companies   established    outside 
THE  United  Kingdom. 

36. — (i)  Every  company  established  outside  the  United 
Kingdom  which  at  the  commencement  of  this  Act  has  a 


place  of  business  in  the  United  Kingdom,  and  every  such 
company  which  after  the  commencement  of  this  Act 
establishes  such  a  place  of  business  within  the  United 
Kingdom,  shall  within  three  months  from  the  commence- 
ment of  this  Act  or  within  one  month  from  the  establishment 
of  such  place  of  business,  as  the  case  may  be,  file  with  the 
Registrar — 

(a)  a  certified  copy  of  the  charter,  statutes,  or  memo- 
randum and  articles  of  association,  of  the  company, 
or  other  instrument  constituting,  or  defining  the  con- 
stitution of  the  company,  and  if  the  instrument  is  not 
written  in  the  English  language,  a  certified  transla- 
tion thereof ; 

(b)  a  list  of  the  directors  of  the  company ; 

(c)  the  names   and    addresses    of    some    one  or   more 

persons  resident  in  the  United  Kingdom  authorised 

to   accept  on    behalf    of    the    company   service  of 

process  and  any  notices  required  to  be  served  on  the 

company ; 

and,  in  the  event  of  any  alteration  being  made  in  any  such 

instrument  or  in  the  directors  or  in  the  names  or  addresses 

of  any  such  persons  as  aforesaid,  the  company  shall  file 

with  the  Registrar  a  notice  of  the  alteration  within  such 

time  as  may  be  prescribed. 

(2)  Any  process  or  notice  required  to  be  served  on  the 
company  shall  be  sufficiently  served  if  addressed  to  any 
person  whose  name  has  been  so  filed  as  aforesaid  and  left 
at  or  sent  by  post  to  the  address  which  has  been  so  filed. 

(3)  Every  company  to  which  this  section  applies  shall  in 
every  year  file  with  the  Registrar  such  a  statement  of  its 
affairs  as  it  wouJd,  if  it  were  a  company  established  in 
the  United  Kingdom  and  having  a  capital  divided  into 
shares,  be  required  under  this  Act  to  forward  annually  to 
the  Registrar. 

(4)  Every  company  to,  which  this  section  applies,  and 
which  uses  the  word  "limited  "  as  part  of  its  name  shall — 

(a)  In  every  prospectus  inviting  subscriptions  for  its 
shares  or  debentures  in  the  United  Kingdom  state 
the  country  in  which  the  company  is  established ; 
and 

(b)  conspicuously  exhibit  on  every  place  where  it  carriei 
on  business  in  the  United  Kingdom  the  name  of  the 
company  and  the  country  in  which  the  company  is 
established. 

(5)  If  any  company  to  which  this  section  applies  fails  to 
comply  with  any  of  the  requirements  of  this  section  the 
company,  and  every  officer  or  agent  of  the  company,  shall 
on  conviction  be  liable  to  a  fine  not  exceeding  fifty  pounds, 
or,  in  the  case  of  a  continuing  offence,  five  pounds  for  every 
day  during  which  the  failure  continues. 

(6)  For  the    purposes    of    this    section   the  expression 
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'•certified"  means  certified  to  be  a  true  copy  or  a  correct 
translation  by  the  prescribed  ofiicer  in  a  foreign  country  or 
British  possession,  as  the  case  may  be. 
Miscellaneous. 
37.— (i)  For  the  purposes  of  this  Act  the  expression 
"  private  company  "  means  a  company  which  consists  of 
not  more  than  thirty  members,  and  which  by  its  articles 
restricts  the  rig-ht  to  transfer  its  shares,  and  prohibits — 

(a)  the  increase  of  the  number  of  its  members  to  more 
than  thirty ;   and 

(b)  any  invitation   to   the   public   to    subscribe  for  any 
shares  or  debentures  of  the  company. 

(2)  A  private  company  may,  subject  to  anything  con- 
tained in  the  memorandum  or  articles  of  association  of  the 
company,  by  passing  a  special  resolution  and  by  filing 
with  the  Registrar  such  a  statement  in  lieu  of  prospectus 
as  the  company,  if  a  public  company,  would  under  the 
provisions  of  this  Act  have  had  to  file  before  allotting  any 
of  its  shares  or  debentures,  turn  itself  into  a  public 
company. 

(3)  Where  two  or  more  persons  hold  one  or  more  shares 
in  a  company  jointly,  they  shall,  for  the  purposes  of  this 
section,  be  treated  as  a  single  member. 

Application  of  33  6*  34  Vict.  c.  104  to  Companies  not  being 
wound  up. 

38. — The  Joint  Stock  Companies  Arrangement  Act,  1870, 
shall  apply  to  a  company  which  is  not  in  the  course  of 
being  wound  up,  in  like  manner  as  it  applies  to  a  company 
which  is  in  the  course  of  being  wound  up,  as  if  in  that  Act 
references  to  the  Court  having  jurisdiction  to  wind  up  the 
company  were  substituted  for  references  to  the  Court,  and 
references  to  the  liquidator  were  omitted  therefrom,  and 
references  to  the  company  were  substituted  for  references 
to  contributories  of  the  company. 

Reorganisation  of  Capital, 

39. — A  company  may  by  special  resolution  confirmed  by 
an  order  of  the  Court  modify  the  conditions  contained  in 
its  memorandum  of  association  so  as  to  reorganise  its 
capital,  whether  by  the  consolidation  of  shares  of  different 
classes,  or  by  the  division  of  its  shares  into  shares  of 
different  classes. 

Exemption  of  Life  Assurance  Companies  from  25  <&•  26  Vict^ 
c.  89,  s.  44,  33  &*  34  Vict,  c,  61 

40. — Section  44  of  the  Companies  Act,  1862,  shall  not 
apply  to  any  life  assurance  company  which  complies  with 
the  provisions  of  Sections  5  and  6  of  the  Life  Assurance 
Companies  Act,  1870,  as  to  the  annual  statements  to  be 
made  by  such  companies. 

Filing  of  Accounts  of  Receivers  and  Managers. 

41. — Every  receiver  or  manager  of  the  property  of  a  com- 
pany who  has  been  appointed  under  any  order  of  the  Court 
or  under  the  powers  contained  in  any  trust  deed,  and  who 
has  taken  possession,  shall,  on  ceasing  to  act  as  such,  and 


also  once  in  eveiy  half-year  while  he  remains  in  posses- 
sion, file  with,  the  Registrar  an  abstract  in  the  prescribed 
form  of  his  receipts  and  payments  during  the  period  to 
which  the  abstract  relates,  and  every  such  receiver  or 
manager  who  makes  default  in  complying  with  the  pro- 
visions of  this  section  shall  be  liable  to  a  fine  not  exceed- 
ing fifty  pounds. 

Revocation  of  Licences  under  30  (S*  31  Vict,  c.  131,  5.  23. 

42. — ^A  licence  granted  by  the  Board  o^  Trade  under  Sec- 
tion 23  of  the  Companies  Act,  1867  (which  relates  to  asso- 
ciations formed  for  purposes  not  of  gain),  may  at  any  time 
be  revoked  by  the  Board  of  Trade,  and  upon  revocation  the 
Registrar  shall  enter  the  word  "  limited  "  at  the  end  of  the 
name  of  the  company  upon  the  register,  and  the  company 
shall  cease  to  enjoy  the  exemptions  and  privileges  granted 
by  that  section. 

Signature  of  Documents. 

43. — ^Any  writing  or  licence  which  under  the  Companies 
Acts,  1862  to  1900,  is  required  to  be  under  the  hand  of  one 
of  the  principal  secretaries  or  assistant  secretaries  of  the 
Board  of  Trade  may  be  under  the  hand  of  any  person 
authorised  in  that  behalf  by  the  President  of  the  Board  of 
Trade. 

Prosecution  of  Offences  under  Companies  Acts, 

44. — ^All  offences  under  the  Companies  Acts  made  punish- 
able by  any  penalty  may  be  prosecuted  under  the  Summary 
Jurisdiction  Acts. 

Repeal. 

45. — The  enactments  mentioned  in  the  Third  Schedule  to 
this  Act  are  hereby  repealed  to  the  extent  specified  in  the 
third  column  of  that  schedule. 

Short  Title,  Construction,  and  Commenumint. 

46. — (i)  This  Act  may  be  cited  as  the  Companies  Act,  1907, 
and  the  Companies  Acts,  1862  to  1900,  and  this  Act,  may  be 
cited  together  as  the  Companies  Acts,  1862  to  1907,  and  axe 
in  this  Act  referred  to  as  the  Companies  Acts,  and  this  Act 
shall  have  effect  as  part  of  the  Companies  Act,  1900. 

(2)  This  Act  shall  come  into  operation  on  the  first  day  of 
July  one  thousand  nine  hundred  and  eight. 


SECOND  SCHEDULE. 
Modifications  of  Sections  2,  6,  and  11. 

References  to  a  verified  statement  in  lieu  of  prospectus 
and  the  filing  thereof  shall  be  substituted  for  references  to 
a  prospectus  and  the  publication  of  a  prospectus. 

In  Section  6  the  reference  to  shares  offered  for  public  sub- 
scription 9hall  be  construed  as  a  reference  to  shares  pay- 
able in  cash. 

There  shall  be  added  to  Sub-section  i  of  Section  6  the 
following  paragraph :  — 

"  (d)  There  has  been  filed  with  the  Registrar  a  statement 
in  lieu  of  prospectus." 

The  Registrar  shall  not  give  such  a  certificate  as  is  men- 
tioned in  Sub-section  2  of  Section  6  unless  a  statement  in 
lieu  of  prospectus  has  been  filed  with  him. 
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filed  by 

Presented  for  filing  by 


The  Companies  Acts,  1862  to  19 
STATEMENT   IN   LIEU   OF  PROSPECTUS 
Limited  pursuant  to  section 


of  the  Companies  Act,  1904. 


The  Companies  Acts,  1862  to  19     . 
STATEMENT    IN    LIEU    OF    PROSPECTUS. 


Limited. 


The  nominal  capital  of  the  company 

I 

Divided  into 

• 

Shares  of  £.          each. 

*         4l          * 

1           £             « 

Names,  descriptions,  and  addresses  of  directors  or  proposed  directors. 

Minimum  subscription  (it  any)  fixed  by  the  memorandum  or  articles  of 
association  on  which  the  company  may  proceed  to  allotment. 


Number  and  amount  of  shares  and  debentures  agreed  to  be  issued  as 

fully  or  partly  paid-up  otherwise  than  in  cash. 
The  consideration  for  the  intended  issue  of  such  shares  and  debentures. 

I.              shares  of  £              fiilly  paid. 

a.              shares  upon  which  /           per  share  credited  as  paid. 

3.  debentures              £ 

4.  Consideration. 

Names  and  addresses  of  («)  vendors  of  property  purchased  or  acquired, 
or  proposed  to  be  (6)  purchased  or  acquired  by  the  company. 

Amount  (in  cash,  shares,  or  debentures)  payable  to  each  separate 
vendor. 

Amoant  (if  any)  paid  or  payable  (in  cash  or  shares  or  debentures)  for 
any  such  property,  specifying  amount  (if  ary)  paid  or  payable  for 
goodwill. 

Total  purchase  price £ 

Cash       / 

Shares £ 

Debentures £ 

Goodwill          £ 

Amoant  (if  any)  paid  or  payable  as  commission  for  subscribing  or 
agreeing  to  subscribe  or  procuring  or  agreeing  to  procure  subscrip- 
tions for  any  shares  or  debentures  in  the  company,  or 

Rate  of  such  commission 

Amount  paid. 

payable. 

Rate  per  cent. 

Estimated  aoK>unt  of  preliminary  expenses 

£ 

Amoant  paid  or  intended  to  be  paid  to  any  promoter. 
Consideration  for  such  payment. 

Name  of  promoter. 
Amount  £ 
Consideration  :— 

Dates  of,  and  parties  to,  every  material  contract  (other  than  contracts 
entered  into  in  the  ordinary  course  of  the  business  intended  to  be 
carried  on  by  the  company  or  entered  into  more  than  two  years 
before  the  filing  of  this  statement). 

Time  and  place  at  which  such  contracts  or  copies  thereof  may  be 
inspected. 

Names  and  addresses  of  the  auditors  of  the  company  (if  any). 

Full  particulars  of  the  nature  and  extent  of  the  interest  of  every 
director  in  the  promotion  of  cflr  in  the  property  proposed  to  be 
acquired  by  the  company,  or  where  the  interest  of  such  a  director 
consists  in  being  a  partner  in  a  firm,  the  nature  and  extent  of  the 
interest  of  the  firm,  with  a  statement  of  all  sums  paid  or  agreed  to 
be  paid  to  h>m  or  to  the  firm  in  cash  or  shares,  or  otherwise,  by  any 
person  either  to  induce  him  to  become,  or  to  qualify  him  as,  a 
director,  or  otherwise  for  services  rendered  by  him  or  by  the  firm 
in  connection  with  the  promotion  or  formation  of  the  company. 

Whether  the  articles  contain  any  provisions  precluding  holders  of 
preference  shares  or  debentures  receiving  and  in^pectmg  Balance 
Sheets  or  reports  of  the  auditors  or  other  reports. 

Nature  of  the  provisions. 

(a)  For  definition  of  vendor,  su  Section  10  (2)  of  the  Companies  Act,  1900,  as  amended  by  this  Act. 
(6)  Su  Section  10  (3)  of  the  Companies  Act,  1900. 

We,  ilB.,  &c.  secretary  of  the  company,  and  C  B.,  (a  director  [or  solicitor]) 

of  the  company  hereby  solemnly  and  sincerely  declare  that  the  statements  above  contained  are  true  to  the  best  of  our  knowledge,  information 
and  belief,  and  we  make  this  solemn  declaration  conscientiously  believing  the  same  to  be  true,  and  by  virtne  of  tfa6  provisions  of  the 
Statatory  Doclaratiooa  Act,  1833. 
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THIRD  SCHEDULE. 
Enactments  Repealed. 


Session  and 
Chapter 


63 


&  26  Vict, 
c.  89. 


&  64   Vict, 
c,  48. 


Short  Title 


Extent  of  Repeal 


The  Companies 
Act,  1862 


The  Companies 
Act,  xgoo 


Section  forty-nine. 

In  section  fifty-one,  the  words  "  by  at 

least  five  members." 
Section  sixty-five. 

In  subsection  three  of  section  two. 
the  words  *'  or  to  a  company  which 
does  not  issue  any  invitation  to  the 
public  to  subscribe  for  its  shares." 

In  section  three,  subsection  (3). 

In  section  six,  subsection  (4)  and  sub- 
section (7)  except  so  far  as  relator 
to  companies  registered  before  the 
commencement  of  this  .\ct. 

In  section  ten,  subsection  (i)  and 
proviso  (6)  to  subsection  (4). 

In  subsection  (2)  of  section  twelve, 
paragraph  (c). 

Section  fourteen. 

Section  twenty-three. 


failures  and  Sills  of  Sale  in  Ettdland 
and  TIQlales. 


According  to  Kemp's  Mercantile  Gautie,  the  total  numbei 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday  Mar.  22nd  was  164.  viz.  :— 
New  Bankruptcy  Proceedings  published  in  the  London  Gautte 
91  ;  Deeds  of  Arrangement  registered,  73.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were: 
Bankruptcies,  88;  Deeds  of  Arrangement.  91 —total,  179; 
being  a  decrease  oi  15.  The  total  number  of  commercial 
failures  recorded  during  the  12  weeks  of  the  present  year  is 
1,865 '»  ^b®  ^o^^  number  recorded  in  the  corresponding  12 
weeks  of  last  year  was  2,060,  showing  a  decrease  of  195. 

.  The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday 
Mar.  22nd,  was  187.  The  number  in  the  corresponding  week 
of  last  year  was  147,  showing  an  increase  of  40.  The  total 
number  filed  during  the  12  weeks  of  the  present  year  is  1,855  ! 
the  total  number  filed  in  the  corresponding  12  weeks  o 
last  year  was  1,889,  showing  a  decrease  of  34. 


Debentures. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week  ending 
Friday  Mar.  22nd  amounted  to  ;f  1,552,405,  by  way  of 
addition  to  ^332,0 10,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ;f 4,826,068,  showing  a  decrease  of 
/3, 273 ,663.  The  total  amount  registered  during  the  12 
weeks  of  the  present  year  is  /21, 069, 345  (in  addition  to  the 
issues  in    previous   years   by    the   same   companies),    as 

mpared  with  /20, 11 2,086  for  the  corresponding  12  weeks 
906,  showing  an  increase  of  ;f  957,259, 


The  Profession  in  Scotland. 


Peraonal. 

Mr.  Alexander  Cowan,  C.A.,  has  begun  the  practice  of  his 
profession  at  4  Forres  Street,  Edinburgh. 

Mr.  John  B.  Peden,  C.A.,  and  Mr.  Kenneth  Henderson, 
C.A.,  have  begun  business  as  Chartered  Accountants,  at 
8  York  Buildings,  Edinburgh,  under  the  firm  name  of  Peden 
&  Henderson. 


Soottiih  Imolvenciei. 

For  the  week  ending  23rd  March  the  number  of  insol- 
vencies reported  in  Scotland  was  32,  as  compared  with  24  in 
the  corresponding  week  of  last  year.  The  trust  deeds 
numbered  20,  as  compared  with  7 ;  the  sequestrations  5,  as 
compared  with  11 ;  and  the  petitions  for  cessio  7,  as  com- 
pared with  6.  The  total  number  of  insolvencies  for  the 
twelve  weeks  of  the  year  is  336,  as  compared  with  309  in 
the  corresponding  period  of  last  year  — the  trust  deeds 
numbering  163  against  134,  the  sequestrations  62  against 
84,  and  the  petitions  for  cessio  iii  against  91.  Of  the 
20  trust  deeds  reported  during  the  week,  8  were  granted 
in  favour  of  Chartered  Accountants.  Two  voluntary 
liquidations  of  limited  liability  companies  were  gazetted 
during  the  week,  making  38  for  the  twelve  weeks. 


Sank  Kate  of  INscottnt 

Oct.  19th  1906        .,         6% 

Jan.  17th  1907        5% 
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Bztfaot  from  AudUimg,  by  Lawumck  R.  Dickskk,  P.CA. 
{Pagt  190) 
lAemtttd  Hous§$  pKMnt  some  rather  special  features.  The  goodwill 
f^*mm,hh%fi  to  the  Uoense  gives  the  lease  or  freehold  of  licensed  premises 
a  market  value  greatly  in  excess  of  their  real  value  as  buildings.  To 
be  pcopecly  oonsidered,  the  value  of  the  premises  and  the  license  must 
be  tepasated.  The  former  should  be  depreciated  in  the  usual  way, 
leaving  the  Uoense  alone  to  be  considered.  A  license  on  freehold  pre- 
mises does  not  depredate,  but  a  license  on  leasehold  premises  passes 
away  with  the  premises  and  must  therefore  be  depreciated  like  a  lease. 
A  Hoeiise  may  at  any  time  be  lost— either  for  misconduct  or  for  no  rea- 
lm—bat  this  is  a  contingency  outside  the  scope  of  deprsoiatloa.  It 
■aji  howevec.  be  provided  against  by  Insurance,  which  would  appeal 
to  be  a  moat  prudent  eourse  to  adopt. 

F«  InU  paitlenlan  as  to  UOBRgEB  IHBURAIOI  apply  to* 

Om  LICENSES  INSURANCE  CORPORATIOH 

IHD  GUARANTEE  FUND,  Limited, 

24  MOORQATE  STREET,  LOHDOh. 


JCxe^iulvt  fiuBinoM 


Licensed  Property. 


Insured  and  Loans  and  Debentures  00 
Licensed  Property  of  every  description  guaranteed. 


The  Capitalised  Value  of  the  Qoodwill  of  a  Licensed  Business 
fs  the  value  of  the  tloen^e,  and  may  be  estimated  upon  a  men 
^ibernl  basis  if  the  license  Is  Insuredr 

DEBWEHT  YILLET  WATEB  BOARD. 


APPOINTMENT  OF  ACCOUNTANT. 
'J' HE  Board  are  desirous  of  receiving  applications  for  the 
position  of  Accountant  to  the  Board. 
Candidates  must  have  had  practical  experience  in  analys- 
ing and  keeping  Accounts,  and  will  be  required  to  organise, 
superintend,  amdyse,  and  be  responsible  tor  the  Accounts  of 
the  Board,  the  preparation  of  Local  Government  Board 
Returns,  Balance  Sheets,  the  provision  and  investment  of 
Sinking  Funds,  the  keeping  of  all  necessary  Accounts  relative 
to  the  issue  of  Mortgages  and  of  Stock,  and  the  keeping  of 
all  Accounts  relative  to  the  construction  of  the  Works  and 
the  undertakings  of  the  Board  and  to  report  thereon  to  the 
Board. 

The  salary  will  be  /600  per  annum,  and  OflSces  and  Clerks 
are  provided. 

Applications,  on  the  printed  form  to  be  obtained  at  my 
Office,  stating  age  and  previous  experience,  with  not  more 
than  three  testimonials  of  recent  date,  to  be  sent  to  the  Board 
on  or  before  Wednesday,  the  i6th  day  of  April  instant, 
endorsed  ' '  Accountant. ' ' 

Canvassing  will  be  deemed  a  disqualification. 

O.  B.  STEWARD, 
Bamford,  vid  Sheffield.  Solicitor  and  Clerk  to  the  Board, 

2nd  Aptil  1907. 


Wheatley  Kirk,  Price  &  Co., 

(bstablishbd  z8so) 

YALUERS,  AUCTIONEERS  ft  ARBITRATOBS 

OF    EVERY    DESCRIPTION    OF 

WOBKB,  PLANT,  MAGHIMEBT,  ft  STOCK. 


PERIODICAL  VALUATtOna  AT  SPECIAL  RATES. 

ANNUAL    INSPECTIONB     FOR    DEPRECIATION, 

SALES  or  WORKS  BY  PRIVATE  TREATY. 

PARTNKRSNIPS    IN    BNQINEERINO    PROFESSION    ARNANOmX 


46   Watling    Street,    London,  E.a 

OMd    ALBERT    SQUARE,    MANCHESTER, 
TkLBPHOMS  5,077  Bamk.      Tblboram»-"  indices,  LOVnoN.' 

JGUARDIAN 

ASSURANCE    COMPANY,    LiMiTEd. 


FIRE,     LIFE,    ACCIDENT, 

AND     BURGLARY    INSURANCE 


Loani  and  PnrohaBei  of  Life  IntercBti  and  BeTePBiom 


Totalf Funds  over  £6,000,000. 

Hb AD  Office:- 11    LOMBARD    STREET,    LONDON, 
Law  Courts  Branch  :— 21    FLEET  STREET. 

XeaMrtd  articled. 


Different  Kinds  of  Auditinsr. 


'PHE  proposed  audit  of  the  accounts  of  the 
^  London  County  Council  has  caused  many 
persons  to  talk  about  auditing  during  the  past 
few  weeks  who  had  probably  never  even  thought 
about  the  matter  previously,  and  as  a  result  it 
is  not  surprising  that  some  strange  misconcep- 
tions should  be  brought  to  light.  At  the  same 
time,  we  know  of  no  conception  stranger  than 
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that  advanced  at  one  of  the  earliest  meetings 
of  the  new  Council  by  a  late  Treasury  official, 
that  an  audit  was  an  audit,  and  that  it  was 
absurd  to  attempt  to  further  express  the  kind 
of  audit  required  by  any  qualifying  adjective. 
In  particular,  this  gentleman  waxed  scornful 
over  the  suggestion  that  there  should  be  a 
commercial  audit  of  the  Council's  accounts. 
It  was,  he  assured  his  listeners,  as  absurd  to 
talk  about  a  commercial  audit  as  about  an 
ecclesiastical  audit  or  a  military  audit.  We 
entirely  sympathise  with  the  statement  that  an 
audit  is  an  audit,  taken  in  the  sense  in  which 
we  imagine  it  to  have  been  put  forward — that 
if  an  audit  is  efficient,  it  is  efficient,  and  there 
is  an  end  of  it,  and  that  any  qualifying  adjective 
must  pro  ianto  narrow  the  scope  of  the  audit, 
and  thus  tend  to  limit  its  efficiency.  For  our 
own  part,  therefore,  we  should  be  inclined  to 
deprecate  the  employment  of  any  such  adjec- 
tives as  applied  to  the  term  "audit "  if  we  were 
starting  de  novo.  It  appears,  however,  to  have 
been  overlooked  that  unfortunately  the  term 
"  audit "  is  at  present  frequently  applied  to 
examinations  that  are  no  true  audit,  and  that 
therefore  the  word  "audit,"  taken  without 
qualification,  has  no  longer  any  certain  signifi- 
cance. However  regrettable  this  circumstance 
may  be,  it  cannot  seriously  be  disputed  as  a 
fact — hence  the  need  for  some  qualifying  adjec- 
tive, if  the  kind  of  examination  of  accounts  that 
is  employed  is  to  be  clearly  defined. 

Following  up  this  line  of  thought  a  little 
further,  we  must  contess  that  our  sense  of 
humour  does  not  enable  us  to  appreciate  the 
inherent  absurdity  of  speaking  of  an  ecclesias- 
tical or  a  military  audit,  nor  for  that  matter  do 
we  think  that  there  would  be  any  absurdity  in 
-sneaking  of  an  engineer's  audit,  a  lawyer's 
it,  a  layman's  audit,  or  an   official  audit. 


The  term  "  professional  audit "  is,  of  course, 
well  known,  and  is  generally  used  when  it  is 
necessary  to  distinguish  between  an  audit  so 
conducted  and  the  apologies  for  audits  normally 
associated  with  lay  or  official  examinations  of 
accounts.  Whether  or  not  a  professional  audit 
was  meant  when  the  term  "commercial  audit " 
was  used  at  the  London  County  Council  meet- 
ing we  are  not  quite  certain.  Very  probably  it 
was,  but,  on  the  other  hand,  the  term  "  com- 
mercial audit "  may  have  been  used  as  signifying 
the  investigation  of  accounts  by  a  committee 
of  experts  comprising  not  only  professional 
accountants,  but  also  engineers,  financiers,  and 
others  whose  special  qualifications  might  be 
expected  to  enhance  the  value  of  the  inquiry. 
It  is  superfluous  to  remark  that  if  an 
audit  is  not  properly  performed  it  ought  not 
to  be  called  an  audit  at  all,  and  thus  in  one 
sense  the  necessity  for  distinguishing  between 
different  classes  of  audits  may  not  at  first  sight 
be  very  apparent ;  but  on  the  other  hand, 
inasmuch  as  audits  must  of  necessity  be  con- 
ducted by  human  beings,  and  inasmuch  as  all 
human  beings  have  their  limitations — the 
defects  of  their  qualities — it  necessarily  follows 
that  the  nature  of  the  inquiry  called  "  an  audit " 
will  depend  to  a  very  large  extent  upon  the 
personality,  and  upon  the  present  or  past 
occupation,  of  the  auditor.  Thus  one  can 
imagine  that  an  audit  by  ecclesiastics  would 
inevitably  to  some  extent  deal  with  the  morality 
of  the  transactions  disclosed,  rather  than  their 
legality  or  business  expediency.  A  military 
audit  might  be  expected  to  inquire  whether  all 
transactions  were  in  accordance  with  regula- 
tions :  if  so,  to  regard  them  as  right ;  and,  if  not, 
to  regard  them  as  wrong.  A  lawyer's  audit 
similarly  concentrates  most  of  its  attention 
upon  the  legality  of  the  transactions  disclosed. 
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scamping  all  inquiry  as  to  whether  or  not  the 
disclosure  is  complete,  and  altogether  omitting 
— as  apparently  too  unimportant  to  be  con- 
sidered— all  questions  of  principle,  or  opinion, 
arising  out  of  the  accounts,  or  in  connection 
with  the  valuation  of  assets.  An  official  audit, 
being  in  the  majority  of  cases  conducted  by 
lawyers,  follows  naturally  upon  the  legal  lines; 
but  because  it  is  official  it  will  possess  also  the 
defects  of  what  we  have  mentioned  as  the 
military  type.  An  engineer's  audit  might  be 
expected  to  be  particularly  strong  on  questions 
of  value,  but  for  that  very  reason  would  be 
lacking  in  proportion  and  perspective;  while  a 
layman's  audit,  as  we  all  know,  is  in  the  vast 
majority  of  cases  lacking  in  everything  that  is 
worth  having,  partly  because  the  auditor  has 
not  the  faintest  notion  of  what  his  duties  are, 
and  partly  because  he  has  not  the  experience 
nor  the  staff  to  enable  him  to  carry  them  out. 

Having  said  so  much,  it  is  perhaps  only  fair 
that  we  should  criticise  the  professional  audit 
from  the  same  standpoint,  and  this,  we  think, 
may  readily  be  done.  No  professional  auditor 
of  experience  would  be  likely  to  make  the 
mistake  of  regarding  books  of  account  as  being 
anything  more  than  evidence  put  forward  by 
accounting  parties  in  support  of  their  account, 
or  statement  of  what  they  have  been  doing. 
It  is  only  the  bookkeeper  who  assumes  that 
the  mere  fact  of  making  an  entry  in  books 
establishes  it  as  a  fact  beyond  question.  At 
the  same  time  the  accountant,  as  such,  is  not 
always  so  well  qualified  to  sift  evidence  as  the 
lawyer,  nor  has  he  the  lawyer's  professional 
knowledge  of  what  is  and  what  is  not  ultra  vires; 
while  he  lacks  the  engineer's  knowledge  of 
values  which  might  enable  him  to  test  the 
reasonableaess  and  bona  fides  of  the  views  put 
before  him  by  accounting  parties.    The  ideal 


audit  is  thus  no  doubt  one  which  is  able  to 
utilise  the  services  of  all  persons  capable  of 
contributing  towards  its  efficiency;  and  for 
practical  purposes  the  term  "  commercial  audit " 
is  probably  the  best  to  employ  by  way  of 
description,  seeing  that  the  evolution  of  the 
audit  has  been  essentially  the  work  of  business 
men.  When,  if  ever,  the  ideal  audit  becomes 
universal,  qualifying  adjectives  will,  of  course, 
become  redundant;  but  at  the  present  time  the 
term  **  audit "  is  used  by  interested  or  by  ignorant 
persons  in  so  many  diverse  senses  that  some 
qualification  seems  desirable,  if  misunderstand- 
ing is  to  be  avoided. 


Reduction  of  a  Company'^  Capital. — I. 


QOME  little  time  since  a  correspondent  sug- 
^  gested  that  we  should  devote  some  space 
to  the  consideration  of  the  problems  in 
accounting  involved  in  the  reduction  of  a 
company's  capital  under  the  various  circum- 
stances provided  for  by  the  existing  statutory 
provisions.  So  far  as  we  are  aware,  this  is  a 
subject  which  has  never  been  dealt  with  syste- 
matically and  as  a  whole,  and  accordingly,  as 
it  presents  several  features  of  interest,  we 
propose  to  consider  it  in  a  short  series  of 
articles,  of  which  this  is  the  first. 

It  is,  perhaps,  of  interest  to  note  that  the 
Companies  Act,  1862,  did  not  provide  in  any 
way  for  the  reduction  of  a  company's  capital. 
This  omission  was,  however,  remedied  to  a 
certain  extent  by  the  Companies  Act,  1867, 
Sections  9-20  of  which  deal  with  the  matter. 
Inasmuch,  however,  as  the  successive  attempts 
made  by  the  Legislature  to  grapple  with  the 
requirements  of  this  problem  have  been  essenti- 
ally unsystematic,  it  would  be  inconvenient  for  ' 
us  to  discuss  the  various  statutory  provisionr 
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that  exist  in  the  order  of  their  enactment.  A 
more  systematic  method  of  dealing  with  the 
subject  is  that  employed  by  Mr.  H.  B. 
Palmer  in  his  **  Company  Law,"  which  we 
accordingly  propose  to  follow. 

Mr.  Palmer  points  out  that  the  general  rule, 
or  principle,  of  the  Companies  Acts  is  that  the 
capital  of  a  company  is  not  to  be  reduced 
without  the  sanction  of  the  Court  in  any  case 
where  the  rights  of  creditors  are  affected  ;  and 
for  this  reason  the  creditors  of  a  company  are 
invited  to  deal  with  it  on  the  footing  of  its 
registered  capital  being  a  reality,  and  the 
registered  shareholders  being  liable  for  the 
unpaid  balance  of  their  respective  shares,  and 
of  the  company  having  received  the  paid-up 
capital  which  appears  in  its  register.  Nothing 
is  better  settled  than  that  this  security  is  not 
to  be  tampered  with.  The  company's  capital 
is  embarked  in  its  business,  and  it  must  run 
the  risks  of  that  business,  which  involve  the 
possibility  of  a  loss  of  capital.  Persons  dealing 
with  the  company  are  supposed  to  be  aware  of 
this,  and  to  take  their  chance  of  such  losses ; 
but,  on  the  other  hand,  they  have  a  right  to 
rely  on  the  capital  being  applied  in  the  ways 
indicated  by  the  company's  memorandum  of 
association,  and  not  being  diminished  by  any 
expenditure  outside  those  limits,  including 
inter  alia  a  return  of  any  part  of  such  capital 
to  the  shareholders. 

As  not  affecting  the  rights  of  creditors,  there 
are  four  ways  in  which  a  reduction  of  capital 
may,  in  fact,  be  effected  without  the  sanction 
of  the  Court  being  required.  They  are  as 
follow : — 

(i)  By  a  forfeiture  of  shares  for  the  non- 
payment of  calls,  which  has  the  effect  of 
reducing  the  company's  uncalled  capital  (if 
ny)  pro  tanto.    There  is  no  express  statutory 


authority  with  regard  to  this,  but  it  appears  to 
be  beyond  question  that  a  company  may,  by 
its  articles,  take  power  to  forfeit  shares;  and 
the  efifect  of  such  forfeiture  of  partly  paid-up 
shares  is  undoubtedly  to  reduce  the  uncalled 
capital  of  the  company. 

(2)  By  a  surrender  of  shares  as  a  short  cut 
to  forfeiture ;  a  proceeding  which,  it  appears 
(according  to  the  authorities),  may  be  valid, 
although  it  would  be  prudent  for  a  com- 
pany only  to  enter  upon  such  a  procedure 
under  competent  legal  advice. 

(3)  By  the  payment  off  of  paid-up  capital 
out  of  accumulated  profits  under  the  provisions 
of  the  Companies  Act,  1880,  Section  3,  the 
precise  effect  of  which  we  shall  discuss  in 
detail  later  on. 

(4)  By  cancelling  unissued  shares,  in  accord- 
ance with  the  terms  of  Section  5  of  the 
Companies  Act,  1877. 

(5)  In  many  cases  the  capital  of  a  company 
has,  in  effect,  been  reduced  by  the  voluntary 
surrender  of  certain  shares  standing  in  the 
names  of  vendors  or  others  desirous  of  making 
some  concession  or  allowance  to  the  company. 
It  is  unnecessary  for  us  to  go  into  this  point 
fully  here,  beyond  stating  that  it  affords  a  most 
convenient  means  of  enabling  vendors  to  assist 
the  company  by  reducing  the  purchase  price 
after  the  purchase  has  been  completed.  The 
validity  of  such  surrenders  is,  however,  always 
doubtful,  and  it  was  stated  in  Trevor  v.  Whit- 
worth  that  each  case  must  be  decided  upon  its 
own  merits,  but  that  possibly  a  surrender  to 
the  company  by  way  of  donation  might  be  free 
from  objection. 

On  the  other  hand,  the  forms  of  reduction  of 
capital  requiring  the  sanction  of  the  Court  are 
these : — 
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(i)  A  reduction  of  the  uncalled  capital  under 
the  provisions  of  Section  16  of  the  Companies 
Act,  1867. 

(2)  The  reduction  of  the  paid-up  capital  by 
a  return  in  cash  to  the  shareholders. 

(3)  The  reduction  of  the  paid-up  capital  and 
the  simultaneous  increase  pro  tanto  of  the 
uncalled  capital. 

(4)  The  cancelment  or  surrender  of  shares 
unissued  or  surrendered,  or  the  holders  of 
which  assent  to  cancellation. 

(5)  The  paying  off  and  cancelling  of  prefer- 
ence shares,  in  pursuance  of  a  contract  con- 
tained in  the  memorandum  and  articles  of 
association,  by  applying  for  the  purpose  a 
proportion  of  the  profits  of  the  company. 

(6)  The  cancelling  or  writing  off  of  paid-up 
capital,  as  being  lost,  or  unrepresented  by 
available  assets. 

As  Mr.  Palmer  remdiTks,  prima  facie  a  reduc- 
tion of  capital  should  apply  equally  to  all 
shares,  even  where  there  are  several  classes  of 
shares ;  but  where  certain  shares  have  priority 
as  regards  capital  in  a  winding-up,  the  loss 
should  be  thrown  first  on  the  ordinary  shares. 
Nevertheless,  it  is  notorious  that  the  holders  of 
ordinary  shares  are  in  practice  most  unwilling 
to  concede  these  rights  to  the  holders  of  pre- 
ference shares  enjoying  a  priority  as  regards 
capital ;  and  inasmuch  as  no  scheme  for  reduc- 
tion can  be  carried  through  without  the 
necessary  resolutions  being  passed,  and  as  the 
voting  power  of  most  companies  is  practically 
in  the  hands  of  the  ordinary  shareholders,  it 
follows  that  in  practice  preference  shareholders 
are  often  obliged  to  forego  at  least  a  part  of 
their  rights  in  order  to  preserve  the  remainder. 
The  reason  for  this  is  that  a  preference  share- 
holder, as  such,  enjoys  no  inherent  right  to  be 
paid  his  preference  dividend,  even   although 


current  profits  may  be  more  than  sufficient  to 
provide  therefor.  Thus  the  ordinary  share- 
holders may,  by  abstaining  firom  voting  the 
dividend,  virtually  starve  the  preference  share- 
holders into  submission — with  only  this 
qualification,  that  where  the  sanction  of  the 
Court  has  to  be  obtained,  a  dissatisfied 
minority  of  preference  shareholders  may,  by 
appearing  on  the  motion  for  reduction  of 
capital,  represent  its  case,  and  then,  if  the 
equities  so  require,  secure  the  Court's  rejection 
of  the  scheme.  The  Court  has,  however,  no 
power  to  compel  the  company  to  accept  a  more 
equitable  scheme  against  the  wishes  of  a 
majority,  and  thus  the  haggling  between  pre- 
ference and  ordinary  shareholders  may  be 
continued  almost  indefinitely ;  and  in  practice 
the  probabilities  are  that  the  former  will  soon 
realise  the  expediency  of  conceding  at  least 
a  portion  of  their  legal  rights  in  order  to  secure 
the  regular  payment  of  future  dividends,  even 
if  such  payment  be  at  a  reduced  rate. 


WLCtkVS  ti0tC3. 


Our  contemporary  The  Law  Journal  is 
Management  in  responsible  for  the  statement  that  the 
Germany.  German  company  system  includes  a 
distinctive  feature  which  is  well  worthy  of  attention — 
namely,  the  double  board ;  that  is  to  say,  instead  of  one 
board  of  directors,  a  German  company  has  apparently 
two,  namely,  the  Executive  Board  and  a  Supervision 
Board.  The  first  corresponds,  we  understand,  to  the 
board  of  directors  common  to  English  companies,  while 
the  function  of  the  Supervision  Board,  as  its  name 
implies,  is  to  look  after  the  first,  examine  its  accounts, 
watch  its  proceedings,  and  report  to  the  shareholders — 
its  position  being  indeed  somewhat  analogous  to  that 
of  a  committee  of  inspection  in  a  company  liquidation 
or  bankruptcy.  There  is,  however,  this  difference,  that 
the  German  Board  of  Supervision  is  constituted  of 
persons  who  are  wholly  independent  of  the  company, 
and  are,  therefore,  able  to  take  an  entirely  disinterested 
and  impartial  view  of  its  affairs,  nor  have  they  an« 
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control  over  the  management,  their  function  being 
merely  to  report  to  the  shareholders,  who  retain  control. 
It  would  be  interesting  if  any  of  our  readers  could  tell 
us  how  this  system  works  in  practice,  not  merely  in 
cases  where  everything  is  going  all  right,  but  also  in  cases 
where  the  administrative  board  really  requires  super- 
vision. It  would  also  be  interestmg  to  know  whether 
there  is,  in  addition,  an  audit  in  the  English  sense  of  the 
term,  or  whether  the  Board  of  Supervision  is  not  really 
a  peculiar  form  of  audit  rendered  necessary  in  Germany 
by  the  obscure  position  there  occupied  by  professional 
accountants. 


Boron^h 


An  application  made  on  behalf  of  the 
Andltori*  Blectton  recently-elected  Borough  Auditors  of 
BzpMiMs.  Droitwich  for  relief  from  the  conse- 
quences of  incurring  election  expenses  contrary  to  the 
provisions  of  the  Municipal  Corporations  Act,  1882, 
came  before  the  Divisional  Court  on  the  14th  and  15th 
ult.  In  both  cases  the  illegal  expenditure  was  quite 
trifling  in  amount,  but  one  of  the  applicants,  who  was 
second  at  the  poll,  and  only  secured  one  more  vote 
than  the  unsuccessful  applicant,  had,  it  appeared, 
incurred  expenses  by  issuing  an  advertisement  casting 
reflections  upon  the  manner  in  which  the  previous 
Borough  Auditor  had  performed  his  duties.  The  Court 
came  to  the  conclusion  that  it  could  not  be  said  that 
this  advertisement  had  no  influence  upon  the  voting. 
It  might  even  have  turned  the  scales.  Under  these 
circumstances  they  refused  the  relief  asked  for  by  the 
applicant,  but  granted  relief  in  the  case  of  the  other 
applicant,  who  headed  the  poll,  and  who  was  in  no 
way  associated  with  the  advertisement  referred  to. 
The  case  is  of  interest  as  drawing  attention  to  the 
absurd  conditions  under  which  Borough  Auditors  are 
appointed.  No  expenses  for  election  being  allowed, 
it  follows  that  practically  nobody  knows  who  the 
candidates  are,  and  that  thus  the  average  poll 
rarely  represents  5  per  cent,  of  the  electorate.  Under 
these  conditions,  it  is  hardly  to  be  supposed  that  the 
appointments  will,  as  a  rule,  be  representative.  As, 
however,  it  is  clearly  the  policy  of  the  Local  Govern- 
ment Board  to  discredit  Borough  Auditors,  with  a  view 
to  replacing  them  by  official  auditors,  it  is  hardly  to  be 
expected  that  any  steps  will  be  taken  to  remove  the 
existing  anomaly. 

A  OompleU        Messrs.  Butterworth  &  Co.,  of  11  and 

Law  Gatalogne.    12  Bell  Yard,  Temple  Bar,  W.C.,  have 

recently  issued  a  complete  catalogue  of  leading  law 


books,  arranged  under  the  authors*  names,  with  a  tele- 
graphic code  word  for  each  book,  which  will  no  doubt 
be  found  a  considerable  convenience  to  provincial 
practitioners  desirous  of  obtaining  such  works  at  the 
earliest  possible  moment.  Apart,  however,  from  the 
obvious  conveniences  of  a  code  of  this  description,  the 
volume  will  be  found  of  interest  to  accountants  as  well 
as  to  solicitors,  representing  as  it  does  practically  a 
complete  list  of  all  the  law  books  in  current  use,  and 
its  value  for  this  purpose  is  greatly  increased  by  the 
subject  index  that  is  appended. 


The  GoBtrol  ^^  ^  meeting  of  the  Manchester  aad 
of  Hmilelpal  District  Society  of  Incorporated  Accoa  a- 
'*^*"^*  tants  held  a  short  time  since  Mr.  F.  S. 
Oppenheim,  who  declared  himself  as  a  whole- hearted 
supporter  of  municipal  trading,  further  stated  that  he 
did  not  approve  of  the  present  system  of  municipal 
management.  Committees  of  experts  were  wanted, 
he  said,  each  to  deal  with  its  respective  sphere,  and 
the  practice  of  each  member  of  the  Council  sitting  on 
three  or  more  committees  ought  to  be  done  away  with. 
His  idea  was  that  each  member  should  sit  on  t'wo 
committees  only,  and  that  the  Chairman  of  Committees 
should  be  paid  and  the  post  placed  in  the  hands  oi  an 
expert  in  whom  the  ratepayers,  as  shareholders,  could 
have  absolute  confidence.  It  would  undoubtedly  be  a 
step  in  the  right  direction  if  the  Chairman  of  Com- 
mittees of  municipal  trading  departments  were 
appointed  on  account  of  qualifications  such  as  those  as 
would  always  be  required  for  managing  directors,  and, 
of  course,  it  is  not  reasonable  to  expect  such  qualifica- 
tions to  be  placed  at  the  disposal  of  the  corporation 
gratuitously.  Whether,  however,  a  more  expert  and 
more  competent  type  of  chairman  would  be  obtained 
solely  because  the  post  was  a  paid  one,  remains,  of 
coarse,  to  be  seen. 


Tli«  ocMo      At  the  annual  general  meeting  of  the 
OnarantM       Ocean  Accident  and  Guarantee  Cor- 
Corporation,    poration,  Lim.,  held   on  the  26th  alt., 
the  directors'  report  and  accounts  for 
the  year  ended  31st  December  1906  were  submitted 
and  approved.    These  are  not  so  framed  as  to  readily 
admit  of  comparisons  with  previous  years,  and,  indeed, 
the  Revenue  Account  leaves  a  good  deal  to  be  desired 
on  the  score  of  clearness,  as  the  result  of  the  year's 
operations  is  nowhere  shown— depreciation  of  lease- 
holds is  deducted  from  interest,  &c.  received,  pro- 
vision for  bad  debts  is  added  to  commissions,  and  there 
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are  other  eccentricities  of  a  similar  description. 
These,  however,  do  not,  of  course,  in  any  way  affect 
the  ultimate  result,  which  is  entirely  satisfactory,  the 
net  premium  income  for  the  year  having  been  no  less 
than  /*!, 1 39.328,  and  the  net  profit  (after  provision  for 
unexpired  risks  and  claims  outstanding)  ;f  119,765. 
The  dividend  and  bonus  declared,  together  with  the 
interim  dividend  paid  in  September  last,  make  a  total 
distribution  for  the  year  of  25  per  cent. ;  but,  notwith- 
standing this,  the  carry  forward  will  be  ;fi22,397, 
against  jf  53,049  a  year  ago. 


The    current  number    of  The   Grand 
GomiMuiy 

I  hJKM  Magazine  contains  an  interesting  article 
Known.**  under  the  above  heading,  which  is 
apparently  one  of  a  series  entitled  "  Confessions  of  a 
Chartered  Accountant."  The  company  promoter 
described  by  the  author  is  a  little  different  to  the  kind 
that  usually  finds  its  way  into  fiction,  but  in  so  far  as 
there  can  be  said  to  be  a  distinct  type  of  promoter,  the 
kind  here  described  is  probably  more  true  to  life  than 
the  conventional  one.  A  note  is  appended  to  the  article 
declaring  that  all  the  statements  therein  contained  are 
true,  and  are  literally  transcribed  from  the  author's 
note-books.  It  is  so  very  usual,  however,  for  fiction  to 
be  published  in  this  form  that  the  assertion  need  not, 
we  think,  be  taken  too  seriously.  On  the  other  band, 
doubtless  many  of  our  readers  will  bear  us  oui^hen  we 
say  that  the  experiences  of  a  Chartered  Accountant  are 
often  stranger  than  any  fiction,  and  that,  therefore,  it  is 
quite  possible  that  the  article  appearing  in  our  con- 
temporary is  really  a  statement  of  actual  occurrences. 
Whether  history  or  fiction,  it  is  certainly  interesting  of 
its  kind. 


In  these  bustling  days  your  trans- 
atlantic financial  journalist  needs  a  little 
more  than  a  comer  of  the  mantle  of  Elijah  across 
bis  shoulders,  for  in  reviewing  the  things  that  are  in 
the  light  of  the  things  that  have  been  he  needs  must 
keep  an  alert  eye  on  the  things  that  have  not  come  yet, 
but  are  expected  to-morrow.  The  recent  extraordinary 
break  in  American  securities  seems  to  have  puzzled 
the  critics  not  a  little,  the  Wall  Street  Journal  having 
evolved  no  fewer  than  fourteen  points,  all  bearing  on 
the  matter,  yet  none  of  which  is  strong  enough  of  itself 
to  account  for  the  slump: — 

(i)  Excessive  prosperity. 

(2)  High  cost  of  living,  due  largely  to  the  effect  upon 
prices  of  the  great  gold  production. 


(3)  Readjustment  of  values  to  the  higher  rates  of 
interest. 

(4)  Speculation  in  land,  absorbing  liquid  capital 
that  might  otherwise  be  available  for  commercial 
enterprises. 

(5)  The  President  and  his  policy  of  Government 
regulation  of  the  corporations. 

(6)  Anti-railroad  agitation  in  the  various  States. 

(7)  Progress  of  socialistic  sentiment  and  demagogic 
attacks  on  wealth. 

(8)  The  Harriman  investigation  and  exposure  of  bad 
practices  in  high  finance. 

(9)  War  between  big  financial  interests. 

(10)  Over-production  of  securities. 

(11)  Effeet  of  San  Francisco  earthquake. 

(12)  Demonstration  to    force    the   President  to  do 
something. 

(13)  Discounting  business  reaction. 

(14)  Bear  manipulation. 

The  same  paper  says  "  Whatever  the  reason  may  be 
**  the  impressive  lesson  of  the  liquidation  and  decline 
**  is  that  there  must  be  fair  dealing  with  the  investor, 
*'  publicity,  honest  promotion,  fair  capitalisation,  and 
*'  straight  methods  of  financiering.  This  is  essential 
*'  for  that  confidence  on  which  the  stability  of  values 
*'  rests."  We  venture  to  think  that  the  whole  world 
will  say  "  ditto  "  to  that. 


Th«  RaUway  ^1*^8  suggested  measure  was  under 
ContrMta  Bm.  consideration  by  the  Standing  Com- 
mittee of  the  House  of  Commons  on  Trade  recently, 
and  was  ordered  to  be  reported  without  amendment  to 
the  House.  It  may  be  remembered  that  the  Bill 
provides  that  where  a  railway  or  canal  company  has 
entered  into  a  contract  with  respect  to  the  receiving, 
forwarding,  and  delivering  of  traffic  other  than 
passengers  and  their  luggage,  the  company  shall  be 
liable  for  any  loss  or  injury  done  to,  or  for  any  delay 
occasioned  by  the  gross  negligence  of  the  company  or 
its  servants,  any  term  or  condition  in  the  contracts 
expressed  or  implied  to  the  contrary  notwithstanding. 


iDoome  Tnx. 


It  has  recently  been  suggested  that, 
as  the  income-tax  was  first  imposed 
by  the  **  Defender  of  the  Faith  "  to  provide  funds  for 
carrying  on  his  wars,  it  is  a  question  whether  it  can  be 
''legally  imposed'*  for  any  purpose  other  than  war. 
The  Brightonian  who  is  responsible  for  this  theory 
forgets  that  much  worsted  has  passed  through  the  law 
machinery  since  the  days  of  the  Uxorious  One ! 
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Honey  Order  It  is  announced  that  a  system  of 
Payment  Adyleei.  advices  of  payment  of  money  orders 
will  be  introduced  in  the  United  Kingdom  on  and  from 
the  ist  inst.  For  a  fee  of  2d.  (inland)  or  aid.  (foreign)  the 
sender  of  a  money  order  will  be  able  to  obtain  an  advice 
note  that  the  order  has  been  cashed.  This  system  is 
said  to  be  already  in  operation  in  certain  foreign 
countries  and  in  some  of  the  colonies,  and  a  list  of  the 
countries  included  in  the  arrangement  with  the  United 
Kingdom  will  be  found  in  the  April  issue  of  the  "  Post 
Office  Guide." 


I  and  A  correspondent  of  The  Financial  News, 
m  the  course  of  a  long  and  somewhat 
rambling  letter,  suggests,  as  a  remedy  for  the  fall  in 
Consols,  that  they  be  brought  under  the  provisions  of 
Leeman's  Act,  so  as  to  prevent  bear  selling.  We 
wonder  if  our  contemporary's  correspondent  has  ever 
dreamt  of  the  little  comedy  that  would  be  enacted  by 
the  persistent  bear  of  Consols  and  the  Government 
broker  ? 


Current  Xaw* 


Pott  Office  Replying  to  a  question  put  recently  in 
Bavin^i  Bank  the  House  of  Commons  as  to  whether 
inTeitmente.  ^^  ^^^  considered  transferring  the 
investments  of  the  Post  Office  Savings  Bank  from 
Consols  to  Irish  Land  Stock,  while  prices  were  about 
level,  so  as  to  increase  the  income  of  the  savings  banks 
and  put  them  on  a  more  solvent  basis,  the  Chan- 
cellor of  the  Exchequer  is  reported  to  have  said  that 
on  31st  March  igo6  the  Post  Office  Savings  Bank  Fund 
held  ;f  2,32 1, 000  Guaranteed  2f  per  cent.  Stock  out  of  a 
total  amount  of  such  stock  then  created  of  ;f  13,197,000. 
On  the  same  date  the  Fund  held  ;f  60,617,092  Consols,  so 
that  the  substitution  would  only  be  practicable,  if  at  all, 
within  very  narrow  limits.  There  were,  he  said,  many 
reasons  which  would  make  the  trustees  of  the  Fund 
hesitate  to  effect  such  a  change,  particularly  under 
present  conditions. 


The  Rateable  From  the  particulars  of  the  quin- 
Value  of  London,  quennial  valuation  of  London  for 
1905-6  recently  issued  by  the  County  Council  it  is 
interesting  to  note  that  the  total  rateable  value  of  the 
Metropolis  is  ;f43,486,40o.  This  shows  an  increase 
since  the  first  valuation,  35  years  ago,  of  118  per  cent, 
or  ;f23,523,ooo,  of  which  jfi4i3io,ooo  is  allocated  to 
buildings,  and  ;£'9»2 13,000  to  land. 


{Under  this  heading  are  noted  from  time  to  time  the  salient 
features  of  decisions  of  interest  which,  so  far,  have  not 
appeared  in  our  **  Law  Reports.*^  As,  however,  these 
notes  are  necessarily  greatly  condensed,  reference  should 
in' all  cases  be  made  to  the  fuller  report  when  it  appears,) 


Bankruptcies  and  Insolvencies. 
In  re  Button  ;  ex  parte  Havaside,  C.A. 

Held,  that  a  person  sustaining  loss  by  reason  of 
Section  44  of  the  Bankruptcy  Act,  1883  (reputed  owner- 
ship) is  entitled  to  prove  against  the  bankruptcy  in 
respect  of  such  loss.  Decision  of  Bigham,  J.,  reversed. 
— (Times,  March  27.) 


Company  Law. 
In  re  Hermann  Lichtenstein  &  Co,, 

Lim.  Parker,  J. 

Held,  following  decision  in  Re  Bishop  &  Sons,  Lim., 
that  where  unsecured  creditors  to  a  substantial  amount 
desire  a  compulsory  winding-up,  and  no  unsecured 
creditors  oppose,  an  order  will  be  made,  notwithstanding 
that  the  company  is  already  in  voluntary  liquidation, 
if  the  petitioners  have  made  out  a  case  for  inquiry. — 
(Times,  March  27.) 


Corre0pon^ence  mb  Snautries* 


All  commanlcatlons  to  the  Editor  shoald 
by  letter  only. 


[We  are  at  mil  times  ready  ie  insert  eerrespenienca  am 
matters  of  interest  to  the  Profession,  hut  we  da  mat  #/  emesrse 
hold  ourselves  in  any  way  responsible  for  the  epimans 
expressed  hy  omr  correspondents,  Correspomdemce  intended 
for  current  issue  must  reach  ms  at  the  latest  hy  Wednasday 
afternoon;   and  must  in  ail  cases  he  accompanied  hy  the 


name  and  address  of  correspondents,   not  necessarily   far 
puhlicaHan,  bmtasa  guaramiu  of  good  faith.] 


Good  Friday  as  Sunday  In  Clttb5. 

{To  the  Editor  of  The  Accountant,) 
Sir, — Will  your  legal  editor  kindly  answer  me  the 
undermentioned  question   in  the  next  issue  of  your 
valuable  paper? 

I  am  secretary  of  a  club  registered  under  the  Com- 
panies Acts,  and  also  registered  with  the  Clerk  to  the 
Justices,  pursuant  to  the  Licensing  Act,  1902,  as  a  club 
in  which  intoxicating  liquors  are  sold  to  members  only. 
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Enclosed  you  will  find  one  of  our  rules  which  relate  to 
opening  and  closing  of  premises.  It  was  thought  of 
keeping  the  club  open  on  Good  Friday  as  an  ordinary 
week  day,  but  some  of  the  directors  doubted  whether 
we  were  permitted  to  do  so,  contending  that  the 
premises  could  only  be  opened  as  on  Sunday.  My 
contention  is  that  we  are  quite  justified  in  opening  as 
an  ordinary  week-day.  Will  you  kindly  inform  me 
who  is  correct  ? 

opening  and  Closing, 

Rule  22. — The  hours  for  opening  and  closing  the  club 
premises  shall  be  as  follows : — Weekdays,  9  a.m.  till  11 
p.m. ;  Sundays,  9  a.m.  till  11.30  a.m. :  6  p.m.  till  10  p.m. 

Yours  truly, 

March  zSth  1907.  ARA. 

Attditora'   Recommendation5  and  Non-compliance 
by  Directors. 

(r#  tki  Editor  of  The  Accountamt.) 
Sir, — In  auditing  the  accounts  of  a  limited  company 
a  year  ago,  I  found  that  the  directors  had  dealt  with 
certain  matters  in  an  obviously  illegal  manner.  On 
drawing  their  attention  to  them  they  refused  to  take 
any  steps  in  the  matter,  and  I  therefore  reported  the 
facts  to  the  shareholders. 

On  auditing  the  accounts  this  year  I  find  that  nothing 
has  been  done  in  the  matter.  Do  you  consider  I  should 
report  to  the  same  effect  this  year,  and  again  in  every 
subsequent  year  during  which  I  continue  the  audit? 
Or  is  the  auditor's  responsibility  at  an  end  on  making 
his  first  report? 

Yours  faithfully, 
2nd  April  1907.  BETA. 


XTbe  Cbavtctcb  accountant  StuDents 
Soctets  ot  Xon5om 


Local  Authorities  and  their  Finance. 


By  T.  H.  Clare, 
Treasurer  of  the  City  of  Birmingham, 


A  LECTUKE  deli'vered  at  a  meeting  of  the  London  Society 
on  November  aist,  Mr.  £.  £.  Pkice,  F.C.A.,  presiding. 


In  his  address  to  you  on  the  21st  March  last,  Mr.  Percy 
Ashley  gave  you  a  description  of  the  work  of  local  autho- 
rities, and,  in  doing  so,  he  also  explained  their  origin  and 
growth. 

To-night  it  will  be  my  task  to  endeavour  to  give  you 
some  idea  of  the  means  whereby  local  authorities  meet 


their  financial  obligations  in  connection  with  the  work 
which  was  the  subject  of  Mr.  Ashley's  address. 

To  clear  the  ground,  I  may  at  once  say  that  the  income 
and  expenditure  of  the  trading  undertakings  of  local  autho- 
rities are  dealt  with  precisely  in  the  same  manner  as  are 
those  of  well  conducted  public  companies,  with  the  excep- 
tion of  the  fact  that  in  all  cases  it  is  necessary  for  pro- 
vision to  be  miade  for  the  liquidation  of  the  loan  debt 
within  specified  periods. 

Perhaps,  however,  I  should  note  this  further  difference, 
that  any  net  surplus  or  profit  has  to  be  carried  to  the  credit 
of  the  rates,  instead  of  being  divided  amongst  share- 
holders, and  that  in  the  event  of  any  loss  the  deficiency 
has  to  be  made  good  out  of  the  rates. 

The  expenses  of  local  authorities  in  carrying  out  their 
functions  as  such  aie  paid  primarily  out  of  rents  and  profits 
of  property,  fines,  fees,  penalties,  tolls,  dues  and  duties, 
and  profits  of  trading  undertakings,  together  with  other 
miscellaneous  receipts  of  a  like  nature. 

These  sources  of  income,  however,  are,  in  all  but  a  very 
few  cases,  quite  inadequate  to  meet  the  necessary  annual 
expenditure.  It  has  been  recognised  that  many  of  the 
services  undertaken  by  local  authorities  are  more  or  less 
of  an  Imperial  nature — such  as  Police,  Poor  Relief, 
Education,  &c. — ^and  for  many  years  it  has  been  the 
practice  for  grants  to  be  made  from  the  Imperial  Exchequer 
in  aid  of  such  services.  But  even  when  these  receipts  have 
been  brought  into  account  there  still  remains  a  serious 
deficiency  which  has  to  be  made  good  by  rates  levied  on 
the  public.  The  rates  for  1903-4,  the  last  year  for  which 
returns  are  available,  amounted  to  no  less  a  sum  than 
;f  52,000,000. 

Such  of  the  expenditure  of  local  authorities,  however,  as 
is  for  works  of  a  permanent  character  is  properly  regarded 
as  being  in  the  nature  of  capital  outlay,  the  cost  of  which 
ought  to  be  spread  over  a  term  of  years ;  and  in  these 
cases,  either  by  the  authority  of  Parliament  under  local 
Acts,  or  by  sanction  of  a  Government  Department  under 
general  Acts,  local  authorities  are  empowered  to  borrow 
money  for  the  purpose  of  defraying  the  same.  Where  this 
is  done  it  is  the  invariable  practice  of  the  sanctioning 
authority  to  make  it  a  condition  of  borrowing  that 
adequate  provision  should  be  made  for  the  liquidaition  of 
the  debt. 

The  special  features,  therefore,  which  are  peculiar  to 
the  finances  of  local  authorities  appear  to  relate  to 
(i)  Receipts  from  the  Imperial  Exchequer;  (2)  Public 
Rates ;  (3)  Loans ;  and  (4)  Repayment  of  Debt. 

The  two  first-named  sources  of  revenue  are  dealt  with  in 
very  great  detail  in  the  Report  of  the  Royal  Commission 
on  Local  Taxation,  which  was  appointed  in  1896 ;  and  the 
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report  is  well  worth  the  careful  study  of  anyone  desirous  of 
becoming  well  informed  on  these  subjects.  My  observa- 
tions under  these  heads  therefore  will  be  of  a  general 
nature. 

(i)  "Receipts  from  the  Imperial  Exchequer* 

Up  to  the  date  of  the  passing  of  the  Local  Government 
Act,  18S8,  grants  received  from  the  Exchequer  had  some 
definite  relation  to  the  expenditure  in  each  locality  in 
respect  of  the  various  services  in  aid  of  which  they  were 
given.    They  were  for  the  following  purposes  :  — 

Police,  half  cost. 

Pauper  lunatics,  4s.  per  head  per  week. 

Disturnpiked  and  Main  Roads,  half  cost. 

Salaries  of  Poor  Law  Medical  Officers,  Cost  of  Drugs, 
and  Medical  Appliances,  one-half. 

Salaries  of  Teachers  in   Poor  Law  Schools,  about   one 
half. 

Salaries  of  Medical  Officers  of  Health  and  Inspectors  of 
Nuisances,  one-half. 

Additional   remuneration   of   Registrars   of   Births    and 
Deaths,  depending  upon  number  of  cases  registered. 

Payments  to  Public  Vaccinators,  number  of  successful 
cases. 

Criminal  Prosecutions,  whole  cost. 

Education : 
Annual  Grants,  based  upon  a  combination  of  average 
attendance  and  the  educational  standard  attained. 
Fee  Grants,  based  upon  average  attendance. 

The  Act  of  1888,  however,  completely  altered  the  nature 
of  the  aid  given  out  of  the  Imperial  Exchequer.  In  lieu  of 
the  grants  above  enumerated,  except  those  for  education, 
certain  local  taxation  licence  duties  were  definitely 
assigned  to  local  authorities,  together  with  a  proportion 
of  the  probate  (afterwards  estate)  duties. 

The  local  taxation  licence  duties  were  to  be  allotted  to 
the  respective  counties  in  which  they  had  been  collected, 
whilst  the  probate  (afterwards  estate)  duties  were  to  be  dis- 
tributed amongst  the  several  counties  in  England  and 
Wales  in  proportion  to  the  share  which  the  Local  Govern- 
ment Board  certified  to  have  been  received  by  each  county 
during  the  financial  year  ending  the  31st  day  of  March 
1888,  out  of  the  grants  theretofore  made  out  of  the 
Exchequer,  which  would  cease  to  be  granted  after  the 
passing  of  the  Act. 

In  1890  a  further  allocation  of  duties  was  made  under  the 
Customs  and  Inland  Revenue  Act  of  that  year,  when 
certain  surtaxes  on  spirits  and  beer  were  assigned  to  local 
authorities.  Of  the  revenues  so  granted  ;f3oo,ooo  was  to 
be  applied  for  the  purpose  of  police  pensions  in  England, 

ne-half  being  applicable  to  the  Metropolitan  Police  and 
remaining  half  being  distributed  amongst  the  pro- 


vincial forces.  Distribution  of  the  last-named  sum-  is  pro- 
vided for  by  Section  17  of  the  Police  Act,  1890. "  The  basis 
of  such  distribution  is  as  follows  : — (i)  A  sum  equal  to  the 
rateable  deductions  from  the  pay  of  constables  made  in  the 
preceding  year  is  to  be  paid  to  each  pension  fund ;  (2)  the 
residue  of  the  ;f  150,000  is  to  be  distributed  among  the 
police  authorities  in  proportion  to  the  amount  paid  during 
the  preceding  year  in  respect  of  pensions,  allowances,  and 
gratuities  out  of  their  pension  funds. 

The  residue  of  the  surtaxes  was  to  be  allocated  in  the 
same  way  as  the  probate  and  estate  duties. 

It  should  be  stated  that  the  total  receipts  from  the 
Exchequer  from  all  these  sources  greatly  exceeded  the 
relief  given  prior  to  1888.  In  the  latter  year  the  grants  for 
the  like  or  similar  purposes  amounted  to  ;^2,86o,384,  whilst 
in  1905-6  the  amount  received  was  ;f  7,003,305. 

In  1896,  under  the  Agricultural  Rates  Act  of  that  year, 
further  relief  was  afforded  out  of  the  estate  duty,  but  this 
did  not  so  much  affect  the  finances  of  local  authorities  as 
it  did  the  pockets  of  individual  ratepayers,  inasmuch  as  it 
was  intended  to  be  in  recoupment  of  allowances  made  by 
the  rating  authorities  to  occupiers  of  agricultural  land  of 
one-half  of  certain  rates. 

The  Education  Act  of  1902,  which  abolished  School 
Boards  and  transferred  their  functions  to  the  local  educa- 
tion authorities,  provided  for  an  aid  grant  (Section  xo),  the 
distribution  of  which  was  designed  with  a  view  to  afiford 
a  larger  measure  of  relief  to  the  poorer  districts.  The 
method  of  arriving  at  the  amount  is  so  ingenious  that  I 
am  tempted  to  reproduce  the  section,  which  is  as 
follows :  — 

"10. — (i)  In   lieu  of  the  grants  under  the  Voluntaxy 

Schools    Act,    1897,    and    under    Section    97    of      the 

Elementary   Education  Act,   1870,  as   amended  by    the 

Elementary  Education  Act,  1897,  there  shall  be  annually 

paid  to  every  local  education  authority,  out  of  moneys 

provided  by  Parliament — 

{a)  a  sum  equal  to  four  shillings  per  scholar ;  and. 

[p)  an  additional  sum  of  three  halfpence   per  scholar 

for  every  complete  twopence  per  scholar  by  inrhich 

the  amount  which  would  be  produced  by  a  pezxny 

rate  on  the  area  of  the  authority  falls  short  of  ten 

shillings  per  scholar  :  Provided  that,  in  estimating 

the  produce  of  a  penny  rate  in  the  area  of  a  local 

education  authority  not  being   a  county  bcx-ough, 

the  rate  shall  be  calculated  upon  the  county   rate 

basis,  which,  in  cases  where  part  only  of  a  parish 

is    situated   in    the   area  of  the   local   education 

authority,  shall  be  apportioned  in  such  manuer  as 

the  Board  of  Education  think  just. 

**  But  if  in  any  year  the  total  amount  of  Parliameutary 

grants  payable  to  a  local  education  authority    -would 
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make  the  amount  payable  out  of  otheir  sources  by  that 
authority  on  account  of  their  expenses  under  this  part 
of  the  Act  less  than  the  amount  which  would  be  pro- 
duced by  a  rate  of  threepence  in  the  pound,  the  Parlia- 
mentary grants  shall  be  decreased,  and  the  amount  pay- 
able out  of  other  sources  shall  be  increased  by  a  sum 
equal  in  each  case  to  half  the  difference." 

Besides  the  assigned  grants  and  revenues  enumerated 
above,  a  few  small  sums  were  received  from  the  Exchequer 
in  respect  of  Conveyance  of  Prisoners,  Reformatory  and 
Industrial  Schools,  &c.  The  total  receipts  from  the 
Exchequer  for  the  year  1903-4  amounted  to  ;^i 5,614,000, 
and  represented  approximately  a  relief  of  nearly  is.  yd.  in 
the  £,  calculated  on  the  rateable  value. 

The  method  of  distribution  descnibed  above  in  connec- 
tion with  the  local  taxation  licence  duties  and  estate  duty 
under  the  Act  of  1888,  and  of  the  residue  of  the  customs 
and  excise  duties  under  the  Act  of  1890,  whilst  it  applies 
to  the  distribution  between  geographical  counties,  does  not 
hold  good  as  regards  the  division  of  these  duties  between 
administrative  counties  and  county  boroughs.  The  reason 
of  this  is  that,  under  Section  32  of  the  Act  of  1888,  an 
equitable  adjustment  was  required  to  be  made  between 
administrative  counties  and  county  boroughs  which  was 
to  include  all  the  financial  relations  between  them ;  and 
one  of  the  principles  laid  down  was  that  a  county  was 
not  to  be  placed  in  a  worse  financial  position  by  reason  of 
the  boroughs  therein  being  constituted  county  boroughs, 
and  that  a  county  borough  was  not  to  be  placed  in  a 
worse  financial  position  than  it  would  have  been  if  it  had 
remained  part  of  the  county  and  had  shared  in  the  division 
of  the  sums  received  by  the  coointy  in  respect  of  the 
assigned  revenue. 

The  adjustments  made  throughout  the  country  under 
this  section  were  not  all  on  the  same  principle,  but  the 
great  majority  were  in  the  following  terms,  namely  :  — 

''Out  of  the  aggregate  proceeds  of  the  local  taxation 
"licences  and  probate  duty  grant  payable  on  behalf  of  the 
"  county  and  county  boroughs  under  Sections  20  and  22  of 
"the  Local  Government  Act  in  any  finajicial  year,  there  | 
"shall  be  first  paid  to  the  county  councils  and  borough 
'^councils  respectively  sums  representing  the  amounts  of 
"  the  discontinued  grants  paid  out  of  the  Exchequer  in  aid 
••of  local  rates  prior  to  the  passing  of  the  Local  Govern- 
"^ment  Act  (less  the  amount  of  the  grants  in  respect  of  the 
"salaries  of  poor  law  medical  officers),  together  with 
"amouiKts  representing  the  grants  to  be  made  by  each 
"council  under  Section  26  of  the  said  Act  in  respect  of 
"  the  costs  of  union  officers,  drugs,  and  medical  appliances. 
''The  residue  of  the  proceeds,  after  deduction  of  the 
"amounts  specified,  shall  be  divided  between  the  councils 
"of  the  county  and  county  boroughs  in  the  ratio  of  the 


"respective  rateable  values  of  such    county  and    county 
"  boroughs." 

It  should  be  pointed  out  that  the  grant  of  the  customs 
and  excise  duties  was  originally  intended  for  the  creation 
of  a  fund  for  the  purchase  and  extinction  of  licences  ;  but, 
after  the  grant  had  been  sanctioned  by  Parliament,  the 
recommendations  of  the  Government  with  regard  to  the 
purchase  of  licences  were  thrown  out.  The  duties  were 
therefore  applied  to  general  purposes.  Under  the  Educa- 
tion Act  of  1902  it  is  enacted  that  all,  or  so  much  as  may 
be  deemed  necessary,  of  these  duties  shall  be  applied  to 
the  purposes  of  higher  education,  and  in  nearly  every 
county  and  county  borough  throughout  the  kingdom  the 
whole  amount  received  is  so  applied. 

It  cannot  be  said  that  the  principle  of  affording  relief 
from  the  Exchequer  is  an  ideal  one,  for  it  has  been  pointed 
out  that,  in  the  case  of  customs  and  excise  duties,  we  have 
the  curious  anomaly  that  the  relief  given  in  respect  of 
higher  education  has  no  relation  to  the  needs  of  the  dis- 
trict in  that  direction,  but  is  determined  by  such  circum- 
stances as  the  cost  of  main  roads,  the  expenditure  on 
police,  and  the  cost  of  pauper  lunatics,  &c.,  in  the  year 
1888. 

The  inconsistencies  attending  the  present  system  of 
affording  Imperial  relief  to  local  purposes  appear  to  have 
been  fully  realised  by  the  Royal  Commission,  though  the 
members  were  not  unanimous  in  their  recommendations. 
The  majority  report  recommends  the  continuance  of  the 
principle  of  assigned  revenues,  but  a  distribution  of  the 
proceeds  based  upon  the  actual  expenditure  upon  each 
purpose  of  an  Imperial,  or  partly  Imperial,  nature ; 
whilst  the  report  of  Sir  Edward  Hamilton  and  Sir  George 
Murray  advocates  the  abolition  of  assigned  revenues,  and 
suggests  that  in  the  relief  afforded  the  real  requirements  of 
a  locality,  and  its  ability  to  meet  those  requirements,  are 
factors  which  should  both  be  taken  into  account. 

Public  Rates. 
The  levy  and  collection  of  rates  are  subjects  with  regard 
to  which  there  are  many  and  diverse  practices.  These,  as 
before  stated,  are  dealt  with  at  considerable  length  in  the 
report  of  the  Royal  Commission,  and  it  would  serve  no 
good  purpose  to  go  into  any  minute  details  on  the  present 
occasion. 

The  object  of  levying  a  rate  is,  of  course,  to  obtain  the 
money  necessary  to  meet  the  deficiency,  or  estimated 
deficiency,  in  the  income  of  the  local  authority  by  spread- 
ing the  burden  in  the  most  equitable  manner  possible  over 
the  respective  ratepayers.  In  order  to  do  this,  a  basis  of 
apportionment  has  to  be  found,  and  for  this  purpose  the 
annual  value  of  the  property  occupied  by  each  ratepayer 
has  been  fixed  upon. 
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The  rating  area  is  the  parish  in  the  case  of  the  poor 
rale,  and  the  district  of  the  local  authority  in  the  case  of 
the  general  district  rate. 

For  the  most  part,  the  valuation  of  property  for  the  pur- 
poses of  rating  is  provided  for  in  the  Union  Assessment 
Acts,  1862  to  1880.  In  the  case  of  the  metropolis,  however, 
more  modem  principles  prevail,  and  a  quinquennial 
valuation  is  required  to  be  made  under  the  Valuation 
(Metropolis)  Act,  i86g. 

The  authority  in  a  poor  law  union  which  controls  and 
supervises  the  valuation  of  rateable  properties  within  it,  is 
a  committee  of  the  board  of  guardians  called  the  Assess- 
ment Committee,  the  authority  of  the  committee  extending 
over  every  parish  comprised  in  the  union.  There  is,  how- 
ever, no  obligation  (except  in  the  case  of  London  as  afore- 
said) to  make  valuations  at  definite  periods,  so  that  in 
some  cases  the  existing  valuations  have  remained  in  force 
for  diirty  years  or  more. 

For  the  purpose  of  arriving  at  the  annual  value,  the  first 
process  is  to  ascertain  the  gross  estimated  rental  of  the 
hereditament,  and  this  has  been  defined  as  the  rent  at 
which  the  hereditamient  might  reasonably  be  expected  to 
let  from  year  to  year,  free  of  all  usual  tenant's  rates  and 
taxes  and  tithe  commutation  charge,  if  any.  The  net 
annual  value,  or  rateable  value,  is  obtained  by  deducting 
from  the  gross  estimated  rental  the  probable  average 
annual  cost  of  the  repairs,  insurance,  and  other  expenses, 
if  any,  necessary  to  maintain  it  in  a  state  to  command 
such  rent. 

Thus,  where  a  house  is  let  on  an  annual  tenancy,  and  the 
landlord  undertakes  the  repairs,  the  rent  paid  by  the 
tenant  represents  the  gross  estimated  rental,  and  the  rate- 
able value  is  arrived  at  by  a  deduction  representing  the 
average  annual  cost  of  repairs  which  falls  upon  the 
landlord. 

In  the  case  of  a  house  let  on  a  lease,  where  the  tenant 
undertakes  the  repairs,  the  rent  actually  paid  would 
represent  the  net  annual  value,  or  rateable  value. 

It  is  found  that  the  various  valuing  authorities  through- 
out the  country  adopt  very  different  percentages  of  deduc- 
tion to  represent  repairs,  and  with  a  view  to  securing  some 
sort  of  uniformity  in  this  direction  the  Royal  Commission 
made  several  important  recommendations,  having  for  their 
object  the  creation  of  one  valuation  authority  in  each 
county,  the  Valuation  List  of  that  authority  being  the 
basis  on  which  rates  and  taxes  for  all  purposes  should  be 
raised. 

In  the  Session  of  1905  the  Government  promoted  a  Bill 
for  giving  effect  to  these  recommendations  ;  but  it  had  to 
be  abandoned,  and  consequently  the  present  inconvenient 


system  of  having  different  valuations  of  the  same  property 
for  different  purposes  continues. 

The  following  table,  adapted  from  the  Report  of  the 
Royal  Commission  on  Local  Taxation,  shows  briefly  the 
principal  spending  authorities  outside  the  metropolis,  the 
rates  to  which  they  have  recourse,  and  the  more  important 
purposes  on  which  rates  are  spent :  — 


Authority 


Guardians  and 

Overseers 
County  Councils  . . 


Town  Councils 


Urban  District 
Councils 


Rural  District 

Councils 
Parish  Councils   . . 


Rate 


Poor  Rate 

County  Rate   (part   of 
Poor  Rate) 


Borough  Rate,  and  in 
some  cases  Watch 
Rate  (both  some- 
times part  of  Poor 
Rate) 

C^nerat  District  Rate  or 
Improvement  Rate 

General  District  Rate  or 
Improvement  Rate 


Poor  Rate 

Special  Expenses  Rate 
Poor  Rate 

Lighting  Rate 


Purpose 


Relief  of  Poor  and  minor 
services 

Police,     Main     Roads, 
Asylums,  &c. 

Elementary  and  Higher 
Education 

Municipal  Services, 
Police,  and  Asylums  in 
some  cases 

Elementary  and  Higher 
Education 

Roads.  Sanitary  Services, 
&c. 

Roads,  Sanitary  Services, 
&c. 

In  some  cases  Elemen- 
tary and  Higher  Educa- 
tion 

Highways  and  General 
Expenses 

Sanitary  Works 

General  Parochial  Ser- 
vices 

Lighting 


Some  rates  are  made  by  auithorities  making  precepts  on 
the  overseers  for  the  amount  they  require,  in  which  cases 
the  overseers  include  such  sums  in  the  poor  rate.  When 
this  is  done,  and  the  area  of  the  authority  is  in  more  tban 
one  parish,  the  amount  required  to  be  raised  by  rate 
has  to  be  divided  among  the  di£erent  parishes.  This 
division  is  made,  in  the  case  of  a  county,  in  proportion  to 
the  county  rate  basis;  and  in  the  case  of  a  borough 
generally,  in  proportion  to  the  ra;teable  value  for  poor  rate, 
but  in  exceptional  cases  on  a  special  valuation. 

In  making  the  poor  rate  the  amount  in  the  £  is  cal- 
culated upon  the  assessable  value  under  the  Agricultural 
Rates  Act,  1896,  and  not  upon  the  rateable  value,  the 
former  being  one-half  the  value  of  agricultural  lands  added 
to  the  value  of  all  the  other  hereditaments.  Allowances  of 
30  per  cent,  are  made  to  owners  of  compound  property. 
The  limit  of  compounding  in  London  is  ;^2o,  in  Liverpool 
£1^,  in  Manchester  and  Birmingham  ;fio,  and  ia  the 
remainder  of  the  country  ;^8.  Under  the  Agricultural 
Rates  Act  an  allowance  of  one-half  is  also  made  on  all 
assessments  of  agricultural  land. 

Before  a  rate  is  made  it  is  necessary  for  an  estimate  to  be 
prepared  of  the  money  required  for  the  purposes  in  respect 
of  which  such  rate  is  to  be  made,  showing  the  sums 
required  for  each  purpose,  the  rateable  value  of  the  pro- 
perty assessable,  and  the  amount  of  rate  which  for  thes» 
purposes  it  is  necessary  to  make  in  each  £  of  such  value. 
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It  is  very  important  to  observe  that  inclusion  in  the 
estimate  of  sums  which  the  authority  has  no  legal  night  to 
expend  may,  upon  the  appeal  of  any  aggrieved  ratepayer  to 
the  Court  of  Quarter  Sessions,  cause  the  rate  to  be 
quashed. 

The  provisions  referring  to  the  general  district  rate 
leviable  under  the  Public  Health  Act  of  1875  will  be  found 
to  apply  to  most  rates  of  a  like  nature  leviable  throughout 
the  country. 

The  rate  may  be  made  and  levied  either  prospectively, 
in  order  to  raise  money  for  the  payment  of  future  charges 
and  expenses,  or  retrospectively,  in  order  to  raise  money 
for  the  payment  of  charges  and  expenses  incurred  at  any 
time  within  six  months  before  the  making  of  the  rate. 
In  calculating  the  period  of  six  months  during  which  the 
rate  may  be  made  retrospectively,  the  time  over  which  any 
appeal,  or  other  proceeding  relating  to  the  rate  is  pending, 
shall  be  excluded. 

The  limit  of  compounding  under  this  rate  is  ;^io,  and 
owners  of  hereditaments  not  exceeding  ;f  10  valuation  are 
assessed  at  one-half  only. 

An  allowance  of  three-fourths  is  also  made  to  owners  of 
tithes,  agricultural  land,  railways,  canals,  &c. 

Premises  are  not  rateable  during  the  time  they  are 
unoccupied. 

It  would  obviously  very  much  simplify  matters  if  all  the 
persons  concerned  in  the  levy  of  any  rates  and  taxes  were 
to  concur  in  one  uniform  valuation.  Still  further  would  a 
reform  be  effected  if  a  single  rate  were  substituted  for  the 
two  or  more  which  now  invariably  have  to  be  levied  in 
every  district.  The  difficulty  in  bringing  about  this 
improvement  lies  in  the  fact  that,  in  the  case  of  rates 
levied  under  the  Public  Health  Act  and  similar  Acts  for 
what  are  called  sanitary  purposes,  agricultural  land,  rail- 
ways, and  canals  are  assessed  at  only  one-quarter  of  the 
full  annual  value ;  and  that,  in  the  case  of  compound  pro- 
perty, allowances  to  owners  are  on  a  different  scale  to  that 
which  obtains  in  the  levy  of  the  poor  rate.  In  London  this 
has  been  done  under  the  Valuation  (Metropolis)  Act,  1869, 
and  it  is  hoped  that  some  way  may  be  found  of  over- 
coming these  difficulties  in  the  country  generally. 

Whilst  dealing  with  the  subject  of  rates,  I  should  like  to 
say  that  the  rate  in  the  £  levied  does  not  necessarily  con- 
stitute an  adequate  standard  of  comparison  between 
difierent  localities.  In  consequence  of  the  want  of  a 
uniform  system  of  valuation  it  sometimes  happens  that 
where  the  valueition  is  low  a  somewhat  high  rate  in  the  £ 
is  not  so  burdensome  to  the  ratepayer  as  a  lower  rate 
might  be  in  a  district  with  a  high  valuation. 


Loans, 

Where  a  local  authority  is  empowered  to  borrow  money, 
the  usual  methods  of  raising  the  stuns  required  are  (i)  by 
the  issue  of  mortgages,  and  (2)  by  the  creation  and  issue 
of  stock. 

In  various  instances  other  securities  have  been  permitted 
and  employed — namely,  the  issue  of  perpetual  or 
terminable  Annuities,  Debentures,  and  Bills.  As  these  are 
somewhat  exceptional,  it  will  suffice  to  describe  the  two 
first-mentioned  methods. 

The  most  convenient  form  of  borrowing  is  by  mortgage 
repayable  by  equal  annual  instalments  of  principal,  or  of 
principal  and  interest  combined,  extending  over  the  whole 
period  sanctioned  for  the  loan.  There  is  thus  only  one 
creditor  to  deal  with,  and  one  payment  to  make  either 
yearly  or  half-yearly,  and  no  sinking  fund  to  put  aside  and 
invest.  The  number  of  lenders  on  this  kind  of  security, 
however,  is  somewhat  limited  ;  and,  apart  from  the  Public 
Works  Loan  Commissioners,  insurance  companies,  benefit 
societies  and  other  bodies  dealing  with  large  financial 
operations,  very  few  persons  can  be  found  who  are  willing 
to  accept  repayment  of  their  loans  by  annual  instalments, 
or  to  lend  them  for  such  long  periods.  The  greater 
number  of  mortgages,  therefore,  have  to  be  issued  for  com- 
paratively small  sums,  repayable  in  full  at  the  end  of 
periods  of  from  three  to  ten  years,  or  even  at  six  months* 
notice. 

Mortgages  repaid  before  the  expiration  of  the  period 
sanctioned  for  the  loan  may  be  paid  out  of  accumulations 
of  the  sinking  fund,  and,  so  far  as  these  do  not  suffice,  by 
loans  reborrowed  to  replace  them.  As  the  sums  so 
borrowed  are  many  of  them  of  small  amount  ranging  from 
;^ioo  upwards,  it  follows  that  the  work  connected  with 
their  negotiation  and  issue  must  be  very  great  in  the  cases 
of  local  authorities  having  a  large  outstanding  debt. 
Besides  this,  the  fluctuations  of  the  money  market  and  the 
varying  conditions  of  trade  may  cause  money  to  be  with- 
drawn in  large  amounts  in  times  when  it  may  be  by  no 
means  easy  to  reborrow  it.  Having  regard  to  these  facts, 
and  to  the  rapidly  increasing  debt  of  local  authorities,  it 
has  become  the  practice  during  the  last  thirty  or  thirty-five 
years  for  such  authorities  to  obtain  statutory  power  to 
issue  stock. 

Stock  has  many  advantages.  It  is  not  redeemable  until 
the  expiration  of  a  certain  definite  number  of  years,  vary- 
ing in  practice  from  twenty  to  sixty ;  it  can  be  purchased 
in  any  amounts  to  suit  the  convenience  of  investors ;  it  is 
readily  transferable,  and  it  is  generally  issued  in  large 
blocks  by  public  tender,  so  that  the  whole  of  the  money 
required  to  be  raised  is  obtained  at  once. 

On  the  other  hand,  it  must  be  mentioned  that,  after 
issuing  stock,  it  is  not  possible  for  local  authorities  to  take 
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advantage  of  any  lower  rate  of  interest  at  which  new  loans 
might  have  been  obtained  during  part  of  the  period  in 
which  the  stock  is  current. 

In  some  cases  stock  has  been  made  irredeemable,  but  in 
all  modern  consent  orders  it  is  made  a  condition  that  it 
shall  be  redeemed  at  a  definite  date. 

Stock  is  usually  constituted  a  charge  on  all  the  revenues 
of  the  authority,  and  sometimes  the  real  property  is  also 
included  in  the  security.  It  is  either  registered  in  the 
books  of  the  authority,  or  of  a  joint-stock  bank  appointed 
by  thetm,  in  which  case  scrip  is  issued  and  transfers  are 
effected  by  deed ;  or  else  it  is  inscribed  in  the  books,  in 
which  case  there  is  no  scrip,  though  a  certificate  of  inscrip- 
tion is  usually  given  (which  has  no  value  after  its  date  of 
issue),  and  transfers  are  effected  in  the  books  by  personal 
attendance  of  the  stockholder  or  his  attorney. 

For  the  payment  of  dividends  and  the  redemption  of  the 
stock,  provision  has  to  be  made  by  means  of  a  loans  fund, 
or  sometimes  by  a  separate  fund  for  each  of  these  pur- 
poses ;  and  an  account  has  to  be  kept  and  returns  made  of 
the  several  purposes  to  which  stock  has  been  allocated, 
and  of  the  amounts  provided  for  the  redemption  of  the 
same. 

In  some  of  the  larger  municipalities  power  has  been 
obtained  in  recent  years  to  use  moneys  for  the  time  being 
forming  part  of  the  loans  fund  or  sinking  funds,  and  not 
required  for  the  payment  of  dividends  on  stock,  for  any 
purpose  for  which  the  authority  may  be  authorised  to 
raise  money  under  any  statutory  borrowing  power.  The 
use  of  the  loans  fund  or  sinking  funds  in  this  manner  is 
regulated  by  statutory  enactments  relating  to  the  neces- 
sary bookkeeping,  and  obliging  the  authority  to  make 
returns  to  the  Local  Government  Board  in  connection  with 
the  exercLse  of  the  power. 

It  has  sometimes  been  objected  that  the  loans  fund  and 
sinking  funds  are  created  for  the  redemption  of  debt,  and 
should,  therefore,  be  applied  to  no  other  purpose ;  but  it 
must  be  remembered  that  these  funds  are  not  called  into 
being  as  a  security  for  the  lenders,  but  in  order  to  ensure 
that  each  loan  raised  shall  be  provided  for  out  of  revenue 
during  the  period  for  which  it  is  sanctioned.  The  use  of 
the  accumulations  of  the  funds,  therefore,  for  the  purposes 
of  new  loans  is  perfectly  legitimate,  and  tends  to  con- 
siderable economy  in  working.  It  not  only  saves  the 
expense  of  raising,  and  the  management  of,  new  capital, 
but  it  obviates  the  necessity  of  investing  the  loans  fund  or 
sinking  funds  in  outside  securities,  with  regard  to  which 
there  must  always  be  some  risk,  however  slight,  and  which 
may,  or  may  not,  when  realised,  yield  the  amount 
originally  invested. 

Repayment  of  Debt, 
It  is  no  doubt  a  salutary  regulation  which  obliges  local 


authorities  to  provide  for  the  liquidation  of  all  their  debt, 
although  some  of  it  may  have  been  incurred  for  the  pur- 
chase of  properties  which  are  not  only  permanent  assets, 
but  are  actually  increasing  in  value  year  by  year. 

The  periods  within  which  loans  must  be  repaid,  or  their 
redemption  provided  for,  vary  according  to  the  period  of 
usefulness,  or  length  of  life,  of  the  respective  works  with 
a  maximum  which  is  generally  fixed  at  sixty  years,  but 
which  has  in  some  exceptional  cases  been  increased  to 
eighty,  or  even,  as  in  the  case  of  the  London  Water  Board, 
to  one  hundred  years. 

Thus  loans  in  respect  of  the  promotion  of  Bills  in  Parlia- 
ment are  generally  to  be  repaid  in  five  years ;  those  for 
wood  paving  in  from  seven  to  twelve  years ;  those  for 
granite  paving  in  from  twelve  to  twenty  years ;  those  for 
buildings,  sewers,  &c.,  in  thirty  years  ;  and  those  for  land 
in  from  fifty  to  sixty  years,  and  so  on. 

The  method  of  providing  for  the  repayment  is  some- 
times prescribed  by  the  authorities  sanctioning  the  loan, 
but  it  is  more  usual  for  local  authorities  to  be  permitted  a 
choice  between  several  methods.  The  methods  most 
generally  employed  are  as  follows :  — 

(i)  Equal  annual  instalments  of  principal. 

(2)  Equal  annual  instalments  of  principal  and  interest 

combined. 

(3)  The  establishment  of  a  sinking  fund. 

(4)  The  establishment  of  a  loans  fund. 

The  first  two  methods  represent,  generally  ^leaking, 
arrangements  made  between  local  authorities  and  their 
mortgagees ;  but  the  principles  embodied  in  them  may  be 
applied  to  payments  to  be  made  into  sinking  fimds  and 
loans  funds. 

If  the  first-named  method  be  adopted,  the  instalments  of 
principal  remain  the  same  throughout  the  period  of  the 
loan.  It  follows  that  the  amount  required  to  pay  the 
interest  on  the  outstanding  balances  will  year  by  year  be 
smaller,  so  that  the  total  charge  for  interest  and  principal 
combined  will  be  annually  decreasing.  This  is  the  more 
equitable  way  of  providing  for  repayment  in  cases  where 
the  loan  is  raised  for  works  whose  usefulness  is  greatest  in 
the  earlier  years.  For  example,  street  paving  is  at  its  best 
in  the  earlier  years,  when  it  requires  little  or  no  repair.  As 
time  goes  on  its  efficiency  is  impaired,  and  the  cost  of 
repairs  is  increased. 

For  works,  however,  of  a  more  permanent  nature,  whose 
usefulness  will  be  as  great  at  the  end  of  the  period  sanc- 
tioned as  at  the  beginning,  the  second  method  is  more  just, 
as  it  spreads  the  burden  of  principal  and  interest  equally 
over  the  whole  period.  Wate(rworks  may  be  cited  as  an 
example  of  this,  inasmuch  as  future  generations  may  be 
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expected  to  benefit  from  the  works  inaugurated   by  the 
present  generation. 

The  temptation,  however,  to  local  authorities  to  post- 
pone as  much  as  possible  any  additional  burden  often 
induces  them  to  prefer  the  second  method,  even  in  cases 
where  the  first  would  be  more  equitable. 

I  cannot  conclude  these  remarks  on  the  finances  of  local 
authorities  without  a  brief  reference  to  the  criticisms 
which  of  late  years  have  been  so  frequently  made  with 
regard  to  the  growth  of  local  debt. 

Due  weight  does  not  appear  to  have  been  given  to  two 
important  considerations,  one  of  which  is  that  debt  on 
remunerative  undertakings  is  not  only  no  burden  on  the 
ratepayers,  but  actually  affords  tliem  a  relief;  and  the 
other  is  that,  so  far,  there  has  been  no  standard  whereby 
expenditure  on  unremunerative  works  may  be  gauged — 
i.e,y  no  ideal  equipment  has  been  determined  upon  as  the 
minimum  which  can  be  regarded  as  satisfactory  in  a  well 
ordered  conununity.  Until  such  an  equipment  has  been 
attained,  it  is  incorrect  to  describe  the  growth  of  debt  as 
extravagant  when  it  exceeds  the  rate  of  increase  in  popula- 
tion or  in  rateable  value.  It  is  obvious  that  it  must  for 
some  time  exceed  these  rates  if  it  is  to  overtake  the  neglect, 
though  perhaps  not  wilful  neglect,  of  past  ages. 

Comparison  is  also  frequently  made  between  the  local 
debt  and  the  National  Debt.  There  are,  however,  very 
important  points  of  difference  between  them. 

The  National  Debt  is,  generally  speaking,  not  repre- 
sented by  solid  assets,  and  its  liquidation  is  a  very  slow 
process,  often  retarded,  or  almost  suspended,  in  times  of 
financial  stress,  so  that  no  one  can  look  forward  to  seeing 
the  existing  National  Debt  paid  off  in  his  lifetime. 

On  the  other  hand,  the  local  debt,  for  the  most  part,  is 
represented  by  substantial  assets  in  the  shape  of  land, 
buildings,  works,  objects  of  art,  &c.  It  is  being  paid  off  in 
comparatively  short  periods,  and  there  is  no  doubt  that  in 
thirty  years  the  existing  debt  will  be  reduced  by  at  least 
75  per  cent.  Indeed,  if  the  annual  amount  at  present  set 
aside  for  its  redemption  were  continued  for  thirty  years, 
and  accumulated  at  3  per  cent,  compound  interest,  the 
whole  of  the  indebtedness  would  be  wiped  out. 
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XTbe  preparation  of  accountants' 

Certificates  for   purposes  of   Soint^- 

Stocft  Company  flotations. 

By  Arthur  F.  Dodd,  F.C.A. 

A  LECTURE  delivered  to  the  Leicester,  Leeds,  Northern, 
and  Bristol  Chartered  Accountant  Student  Societies  during 
1906  and  1907. 

The  ever-increasing  tendency  to  adopt  the  principle  of 
limited  liability  and  apply  it  to  business  ventures,  both 
large  and  small,  has  requisitioned  the  services  of  many  pro* 
fessions.  In  some  cases  this  procedure  may  be  said  to  have 
created  certain  distinctive  avocations  of  a  more  or  less  pro- 
fessional character — viz.,  the  patent  expert,  company 
promoter,  and  registration  agent. 

Speaking  generally,  such  wide  adoption  of  the  principles 
governing  the  formation,  registration,  and  administration  of 
limited  liability  ventures  has  proved  a  profitable  source  of 
employment  to  Chartered  Accountants,  and  a  noticeable 
feature  of  the  numerous  prospectuses  issued  from  time  to 
time  is  the  almost  invariable  announcement  that  Chartered 
Accountants  have  been  selected  as  auditors.  In  view  of  the 
relationship  thus  so  frequently  established,  the  title  of  this 
paper  has  been  considered  a  subject  worthy  of  attention  from 
those  who  belong  to  that  honourable  profession. 

The  subject  of  certificates  given  by  Chartered  Accoun- 
tants naturally  falls  under  two  heads : — 

(a)  Those  appended  to  the  periodical  accounts  of 
concerns  registered  with  limited  liability. 

(b)  Those  which  disclose  the  working  results  of  a 
concern  in  certain  stated  periods,  which  may  or  may 
not  be  in  exact  accord  with  the  books  of  account. 

While  the  former  class  of  certificates  practically  indicates 
the  performance  of  an  audit — either  complete  or  partial — the 
latter  class  are  essentially  matter  of  investigation,  and  may 
or  may  not  have  been  preceded  by  an  audit. 

It  is  certificates  setting  forth  the  results  of  investigations 
that  have  to  be  considered  on  this  occasion.  Inasmuch, 
however,  as  the  terms  "Audit"  and  "Certificate"  are 
often  loosely  and  unwisely  used,  both  by  Chartered  Accoun- 
tants and  laymen,  it  is  desirable  at  the  outset  to  define 
precisely  what  those  terms  respectively  mean. 

The  word  "  Audit "  literally  means  "  He  hears."  So  an 
audit,  besides  actual  consideration  of  documents,  figures, 
and  accounts,  also  includes  the  collection  of  evidence  and 
examination  of  witnesses  upon  transactions  connected  with 
the  subject-matter  of  the  audit.  Hence  an  audit  may  be 
described  as  a  compound  operation,  involving  a  calling  upon 
third  parties  to  give  account  of  their  stewardship,  together 
with  an  examination  of  their  actions,  as  distinct  from  their 
powers,  express  or  implied. 

The  difference  between  a  "complete"  and  a  "partial" 
audit  does  not  call  for  particular  notice  on  this  occasion ; 
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suffice  it  to  state  that  the  term  "audit "  can  only  properly 
and  judiciously  be  used  in  cases  where  the  examination  has 
been  so  thorough  and  exhaustive  as  to  warrant  the  auditor 
in  granting  a  certificate  and  report  without  any  qualification. 

In  the  next  place,  a  definition  is  needed  for  the  term 
"Certificate."  What  is  a  certificate?  It  is  not  a  report; 
it  is  not  a  recommendatory  letter ;  neither  is  it  a  forecast  or 
expression  of  opinion.  No  document  can  be  a  certificate 
which  omits  as  a  fundamental  part  of  its  composition  the 
words  "I  or  we  certify."  The  statement,  "  I  or  we  certify 
"  that  all  my  or  our  requirements  have  been  complied  with," 
is  a  definite  assertion  of  fact.  But  the  statement,  "I  or  we 
"certify  that  all  my  or  our  requirements  have  been  legiti- 
"  mate  and  reasonable,"  is  not  conclusive;  it  is  liable, 
moreover,  to  misconception.  Whether  the  requirements  are 
legitimate  and  reasonable  depends,  not  upon  the  assertion 
of  those  who  make  the  requirements,  but  upon  the  decision 
of  a  properly  constituted  authority.  Accordingly,  the 
proper  form  in  which  to  express  the  point  is  this  :  "  In  my 
' '  or  our  opinion  all  my  or  our  requirements  have  been 
"reasonable  and  legitimate."  Further,  it  will  be  remem- 
bered that  an  auditor  does  not  certify  that  a  Balance  Sheet 
is  properly  drawn  up,  but  he  expresses  his  opinion  regarding 
it.  We  arrive,  then,  at  the  conclusion  that  a  certificate  is  a 
signed  document  which,  disregarding  all  debatable  matter, 
sets  forth  facts,  and  only  facts.  When  the  circumstances  of 
a  given  case  require  certain  qualifying  statements  to  be 
made,  the  document  ceases  to  be  a  certificate  in  the  strict 
meaning  of  that  term,  and  becomes  a  report,  which,  while 
dealing  with  facts,  treats  also  of  points  that  are  necessarily 
matters  of  opinion. 

These  opening  observations  are  necessary  in  order  to 
emphasise  the  indispensable  importance  of  exact  statement 
and  phraseology. 

The  preparation  of  certificates  for  purposes  of  joint-stock 
company  flotations  is  a  proceeding  which  tests  to  the 
utmost  the  abilities  of  a  skilled  accountant.  There  can 
be  no  doubt  but  that  a  wide  commercial  experience  and 
intimate  acquaintance  with  business  usages  and  customs  is 
of  more  intrinsic  value  in  this  particular  direction  than  all 
technical  and  theoretical  knowledge  of  the  science  of  accoun- 
tancy, however  advanced  that  knowledge  may  be.  And  the 
reason  is  very  evident.  For,  whereas  an  auditor  is  not 
responsible  for  the  preparation  of  the  accounts  which  he 
signs  in  that  capacity,  nor  for  the  manner  and  form  in  which 
the  same  are  published,  on  the  other  hand  an  accountant 
is  solely  and  entirely  responsible  for  the  certificate  and 
report,  compiled,  signed,  and  issued  by  him.  He  is, 
or  should  be,  perfectly  free  to  construct  the  document 
bearing  his  signature  in  his  own  words,  and  to  set  forth  the 
facts  in  such  manner  as  in  his  uncontrolled  discretion 
appears  desirable,  under  the  circumstances  of  any  given  case. 


To  describe  a  few  of  the  obstacles  which  hinder  such 
unfettered  performance  of  duty,  is  one  of  the  chief  objects  of 
this  paper. 

We  proceed  to  deal  with  the  subject  under  two  primary 
heads : — 

I  St. — Where  the  books  of  a  concern  have  been  regularly 

audited — 

(a)  by  the  Chartered  Accountants  who  give  the 
required  certificate  for  flotation  purposes ; 

(b)  by  Chartered  Accountants,  or  other  professional 
accountants,  who  do  not  issue  a  certificate  for 
such  purposes. 

2nd. — ^Where  no  audit  has  been  made  by  professional 
accountants  or  others,  and — 

(a)  Regular  periodical  accounts  have  been  prepared, 

and  the  books  properly  kept  and  balanced  ; 
(6)  The  account-keeping   has    been  imperfect,   and 
the    available    information     and     records    are 
unreliable. 


Taking  the  first  of  these  cases,  imder  normal  circum- 
stances it  will  usually  be  possible  for  one  who  has  fully 
audited  the  books  and  accounts  involved  to  issue  an 
unqualified  certificate  as  to  the  results  arising  from  his 
examination.  Assuming  it  has  been  customary  for  the 
auditor  to  give  an  unqualified  certificate  and  report  for 
purposes  of  audit,  the  matter  of  Secret  Reserves,  made  bona 
fide  with  the  knowledge  and  entire  approval  of  the  auditor, 
may  nevertheless  require  to  be  covered  by  legitimate 
phraseology  when  making  up  a  certificate  or  report  for 
purposes  of  flotation.  No  doubt,  the  most  satisfactory 
method  of  dealing  with  this  point  is  to  state  in  the  body  of 
the  certificate  or  report  that  ample  provision  has  been  made 
for  all  charges  ascertained  or  contingent,  and  that  the 
figures  given  subsequently  are  arrived  at  after  these  reserves 
have  been  made.  But  here  we  come  to  what  generally 
proves  a  difficult  matter  to  settle — namely,  the  difference  of 
view  held  by  the  owners  of  a  concern  as  to  the  profits  for  pur- 
poses of  division  among  themselves,  and  profits  upon  which, 
to  a  large  extent,  the  purchase  price  is  to  be  based.  Theoreti- 
cally, there  ought  to  be  no  practical  divergence  in  this 
direction,  since  ordinarily  the  true  profits  are  definitely 
ascertainable  from  the  books  and  accounts  for  each  and 
every  purpose.  Yet  experience  shows  that,  however  reason- 
able, this  theoretical  view  finds  practical  application  in  but 
few  cases.  While  willing  and  even  anxious  to  make  ample 
and  numerous  reserves,  either  from  prudential  or  economic 
reasons,  in  the  normal  course  of  things,  the  owners  of  a 
concern  almost  invariably  claim  to  have  those  reserves  which 
are  not  actually  absorbed — ^such  as  Depreciation,  Bad  Debt, 
and  Sinking  Funds — re-transferred  as  profits  for  flotation 
purposes.  The  reasons  usually  advanced  in  support  of  such 
views  are  to  the  effect : — 
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(i)  That  a  voluntary  transfer  or  allocation  of  profits 
does  not  preclude  a  re-transfer  to  revenue  of  the 
whole  or  such  part  of  the  same  as  may  be  intact. 
The  power  which  created  the  reserve  has  power  to 
annul  it,  or  any  portion  of  it. 

(2)  That,  in  view  of  a  first  public  disclosure  of  profits, 
it  is  expedient  to  put  forward  the  best  possible 
position  of  affairs,  particularly  as  the  future  credit 
and  financial  facilities  to  be  given  to  the  new  under- 
taking are  likely  to  be  closely  affected  thereby. 

(3)  That,  inasmuch  as  interest  on  capital  and  such  like 
charges  (which  will  be  covered  by  the  annual  service 
to  be  paid  for  use  of  the  issued  capital  under  limited 
liability)  are  expressly  and  properly  added  to  the 
net  figure  of  profits  shown  in  the  books,  it  is  quite 
justifiable  to  contend  that  special  funds  created  out 
of  profits  for  contingencies  which  have  never 
matured  should  be  taken  into  account  as  part 
of  the  profits  made  by  the  concern,  and  available 
for  appropriation. 

Now,  without  discussing  the  merits  of  these  views,  or 
otherwise,  the  fact  remains  that  their  acceptance  or  rejection 
in  whole  or  in  part  necessarily  depends  upon  the  nature  and 
circumstances  of  a  given  case.  There  are  cases  in  which 
transfers  to  a  secret  reserve  or  contingent  fund  might  with 
perfect  propriety  be  treated  as  profits  available  for  distribution 
or  allocation.  And  again,  instances  arise  where,  in  view  of 
inadequate  provision  for  charges  in  other  directions,  these 
undisclosed  reserves  offset  losses  made  or  accrued,  but  not 
actually  ascertained,  so  that  their  existence  as  reserves 
becomes  nominal  only :  that  is,  there  exists  no  asset  or  group 
of  assets  properly  representing  the  same. 

If  these,  and  problems  of  a  similar  nature,  arise  where  the 
Chartered  Accountant  giving  the  certificate  or  report  has 
also  performed  a  complete  audit  of  the  accounts  concerned, 
it  will  readily  be  understood  that  the  problems  are  not 
likely  to  be  diminished  where  the  auditor  and  the  certifying 
practitioner  are  distinct  individuals. 

A  few  brief  comments  must  sufl&ce  to  deal  with  this  aspect 
of  the  subject.  Auditors  and  audits  differ  widely,  even  in 
analogous  undertakings.  The  first  point,  therefore,  is  that 
the  certifying  practitioner  should  clearly  ascertain  what  audit 
work  has  really  been  done,  who  has  done  it,  and  the  incidental 
points  that  have  arisen  in  connection  therewith  during  the 
period  to  be  covered  by  the  certificate  or  report  for  purposes 
of  flotation.  A  careful  scrutiny  of  the  annual  or  other 
audited  Balance  Sheets  and  Profit  and  Loss  Accounts  prepared 
during  the  period  under  investigation  is  as  useful  as  it  is 
essential.  The  auditor's  reports,  together  with  any  verbal 
amplifications  or  explanations  he  may  have  given,  should  be 
noted,  classified,  and  referred  to.  It  may  happ6n — through 
death  or  other  cause— that  the  auditor's  signed  certificate 
and  report  form  the  only  available  information  regarding  his 


connection  with  the  accounts ;  in  that  event,  if  it  be  desired 
to  have  an  unqualified  certificate  as  to  profits,  it  will  probably 
be  found  necessary  to  re-audit  the  accounts.  On  the  othei 
hand,  being  satisfied  as  to  the  extent  and  method  of  audit, 
the  certifying  practitioner  in  adopting  the  figures  examined 
and  certified  by  an  auditor,  must  be  careful  to  state  that  fact 
precisely  and  definitely  in  his  report  to  the  directors  of  the 
limited  undertaking,  and  to  indicate  what  necessary  adjust- 
ments have  been  made  by  him  on  the  audited  figures  for 
purposes  of  flotation. 

Paradoxical  as  it  may  appear,  to  a  certain  extent  and  in 
most  instances  it  is  both  desirable  and  necessary  for  the 
certifying  practitioner  to  "  audit  the  auditors*  work."  For 
it  cannot  be  too  strongly  enunciated  that  an  audit  is  not,  and 
never  will  be.  a  guarantee  against  error— either  unintentional 
or  designed ;  neither  is  an  audited  statement  of  profits, 
merely  because  it  has  been  audited,  unassailable  or  unalter- 
able. Therefore,  while  the  method  or  means  of  arriving  at 
results  differ  somewhat  in  detail,  in  the  two  cases  already 
considered  the  primary  point  is  not  *'  are  the  arithmetical 
results  reliable  ?  *'  but  *'  are  the  results  actually  sound  and 
bona  fide,  as  well  as  arithmetically  correct  ?  " 


The  third  case  to  be  noticed  is  where  the  books  and 
accounts  have  been  kept  in  a  regular  and  proper  manner  but 
no  audit  of  the  same  has  been  made. 

Bearing  in  mind  what  was  previously  stated  regarding  the 
tendency  of  proprietors  to  present  not  only  the  most  favour- 
able, but  sometimes  even  a  misleading  position  to  the  public, 
an  investigating  accountant  will  do  well  to  make  a  mos 
searching  and  exhaustive  inquiry,  more  perhaps  into  the 
principles  than  the  details  applying  to  the  accounts  under 
examination.  And  the  better  these  are  kept  will  often  be 
found  a  good  reason  for  more  fully  testing  the  various  points 
involved. 

The  exact  distinction  between  capital  and  revenue  charges 
is  often  a  complex  matter,  especially  where  the  assignment 
of  such  charges  is  for  all  practical  purposes,  a  matter  of 
individual  opinion  or  discretion.  To  take  a  simple  instance. 
Many  large  concerns  carry  on  building  extensions  of  their 
works  and  factories,  employing  their  own  men  or  engaging 
additional  labour  for  this  purpose.  Accordingly  an  allocation 
of  wages  during  the  construction  or  extension  of  a  factory 
ought  to  be  made,  for  the  purposes  of  accurate  account 
keeping,  distinguishing  the  due  proportion  chargeable  as 
capital  outlay  and  that  which  applies  entirely  to  revenue. 

It  will  frequently  be  found,  when  examining  accounts 
where  these  drcumstances  exist,  that  this  necessary  dis- 
tinction has  not  been  made :  the  point  has  escaped  notice,  or 
possibly  never  been  thought  of  at  the  time  the  outlay  was 
made.  Such  a  point,  while  it  would  not  presumably  escape 
detection  where  an  effective  audit  had  taken  place,  is  by  no 
means  uncommon  in  books  which,  so  far  as  accuracy  and 
clearness  are  concerned,  leave  nothing  to  be  desired. 
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Although  private  firms  and  traders  on  their  own  account 
may  not  appreciate  the  importance  of  accurately  distinguish- 
ing capital  and  revenue  receipts  and  payments,  and,  relying 
upon  the  proved  trustworthiness  of  those  in  charge  of  their 
accounts,  exercise  no  critical  supervision  of  the  entries 
made  in  their  books,  yet  the  fact  remains  that  failure  to 
exercise  this  power  may  cause  serious  misapprehension  as  to 
what  is  the  exact  position  of  affairs. 

The  main  points,  therefore,  which  call  for  attention  in 
cases  under  this  category  are  errors  of  principle  as  dis- 
tinguished from  deliberate  errors  intended  to  deceive  the 
investigator,  or  to  wilfully  obscure  the  real  facts. 


The  vital  importance  of  proper  account- keeping  is  never 
more  apparent  than  in  cases  involving  a  transfer  of  pro- 
prietorship. It  is  no  uncommon  experience  to  find  that  the 
owners  of  concerns  carrying  on  business  transactions  of 
considerable  magnitude  neglect  due  attention  to  this  matter, 
though  other  departments  of  their  undertaking  are 
adequately  and  expensively  stafied  with  expert  helpers. 
Many  and  varied  are  the  causes  for  such  a  condition  o' 
affairs,  the  principal  reason  being  no  doubt  a  popular  delusion 
that  expert  bookkeepers,  as  distinguished  from  the  mechanical 
Ledger  clerk,  are  too  costly  and  unproductive  for  ordinary 
trading  concerns. 

From  whatever  cause  imperfect  and  unreliable  account- 
keeping  arises,  when  the  matter  comes  under  the  immediate 
consideration  of  an  investigating  accountant  for  the  purpose 
of  ascertaining  results,  it  assumes  an  aspect  not  merely 
regrettable,  but  very  of  ten  detrimental .  In  fact,  where  no 
reliable  records  are  available,  a  report  has  to  be  so  cautiously 
and  explicitly  worded  as,  in  effect,  to  defeat  the  object  of  its 
preparation  and  issue. 

The  best  way  of  illustrating  a  few  out  of  many  difficulties 
to  be  met  with  in  this  direction  will  be  to  state  and  consider 
a  hypothetical  case. 

A.,  B.  &  Co.  are  general  merchants  having  extensive 
connections  and  transactions.  The  firm  consists  of  two 
partners.  A.,  the  senior,  is  a  man  of  independent  means,  and 
gives  little  attention  to  the  business,  the  use  of  his  capital 
being  considered  as  part  services.  B.  is  A. 's  nephew:  he 
has  no  capital,  and  is  supposed  to  be  the  working  partner, 
having  the  chief  practical  direction  and  supervision  of  the 
concern.  The  firm  have  been  established  many  years,  and 
the  books  have  always  been  kept  upon  a  single-entry 
principle.  The  stock  has  been  taken  at  intervals  varying  from 
one  year  to  three  years.  No  regular  basis  has  been  adopted 
in  regard  to  stock  valuations :  the  commodities  in  which  the 
concern  deals  are  liable  to  considerable  fluctuation,  and,  as 
the  stock  books  have  not  been  kept  up  to  date,  the  quantities 
shown  by  the  schedules — which  are  neither  signed,  certified, 
nor  checked — ^are  largely  a  matter  of  guess-work.  At  the 
dates  when  stock  has  been  taken,  approximate  statements  of 


the  firm's  position  have  been  made  up,  but  no  accounts, 
accepted  and  signed  by  both  partners,  have  ever  been  drawn, 
and  the  approximate  statements  are  mostly  found  to  be 
incomplete  and  practically  useless. 

A  valuable  monopoly  of  certain  lines  of  business  involving 
the  employment  of  additional  capital  is  offered  to  A.,  B.  & 
Co. ,  which  promises  very  profitable  results.  The  firm  decide 
to  apply  to  their  friends  for  the  financial  accommodation 
required.  To  achieve  this  end  they  instruct  a  Chartered 
Accountant  to  investigate  their  accounts,  and  prepare  what 
they  call  "a  certificate  of  their  profits  for  the  last  five 
years." 

What,  then,  can  be  done  by  a  Chartered  Accountant  in  this 
direction  under  the  circumstances  described  ?  Clearly,  he 
can  issue  no  certificate,  bearing  in  mind  what  has  been 
alreadv  said  with  regard  to  the  nature  of  such  a  document. 
Can  he  issue  a  report  ?  No  doubt  he  can  make  a  report  to 
the  effect  that,  having  considered  the  available  information, 
he  is  unable  to  give  any  reliable  statement  as  to  the  working 
results  of  the  business.  It  is  hardly  necessary  to  point  out 
that  such  a  report  is  utterly  valueless  for  publication,  or  any 
other  purpose. 

Provided,  however,  that  time  and  expense  be  of  compara- 
tively minor  importance,  there  may  be  means  of  arriving  at 
a  result  sufficiently  satisfactory  for  the  purposes  involved. 
If  this  work  is  to  be  carried  out,  it  obviously  requires  an 
entire  revision  and  restatement  of  the  accounts  for  the  period 
under  review.  In  the  first  place  the  stocks  call  for  attention. 
If  these  can  be  verified  as  to  quantities  and  prices  at  the 
various  dates,  and  a  uniform  basis  of  valuation  applied  to 
each  stocktaking,  that  is  one  point  gained. 

Then  as  to  the  unreliable  character  of  the  books  and 
accounts :  this  feature  may  arise  from  careless  and  slipshod 
methods  and  entries,  rather  than  from  absence  of  necessary 
information.  Assuming  the  original  documents  and  particu- 
lars relating  to  the  entries  can  be  relied  upon,  it  becomes 
merely  a  matter  of  correcting  and  adjusting  the  books  to 
accord  therewith. 

Assuming  further  that  all  matters  of  account,  so  far  as  the 
books  are  concerned,  can  be  properly  adjusted,  and  that  the 
stocks  can  be  uniformly  valued  and  calculated,  there  remains 
the  point  of  unequal  periods  to  which  the  various  ascertained 
results  apply. 

This  is  always  a  troublesome  matter  to  deal  with,  even  in 
undertakings  where  the  account-keeping  leaves  nothing  to 
be  desired. 

The  reason  for  this  is  twofold  : — 

(i)  A  comparison  of  the  results  in  one  period  with  those 

in  another  cannot  be  made  with  facility  or  confidence. 

(2)  A  lengthy  explanation  in  the  expert  report  is  often 

required,  stating  the  circumstances  which  occasion 

such  variation. 

The  events  which  have  caused  these  broken  periods  may 
be  quite  legitimate.    A  change  in  the  constitution  of  a  firm  ; 
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Stoppage  through  fire  or  breakdown ;  strikes  of  operatives — 
these  and  similar  events  would  probably  account  for  stock 
being  taken  at  times  other  than  the  ordinary  periodical 
dates.  Whatever  the  cause,  if  only  to  avoid  misconception, 
it  is  at  least  advisable  to  indicate  the  fact,  and  in  the  majority 
of  cases  to  state  the  same  as  concisely  as  circumstances 
permit,  but  clearly  and  definitely. 

To  revert  to  the  hypothetical  case.  Whether  a  report  can 
or  cannot  be  made,  is  a  matter  which  calls  for  the  exercise  of 
considerable  skill  and  judgment  on  the  psirt  of  the  investi- 
gator ;  and  his  personal  interests,  if  he  be  a  man  of  integrity, 
will  necessarily  have  to  be  subordinated  to  those  of  his 
client. 

Supposing  the  apparently  hopeless  situation  cited  to  be 
capable  of  amendment  and  adjustment  up  to  a  point  where 
the  investigator  is  able  to  make  a  report  sufficiently  reliable 
for  public  circulation,  he  still  has  an  arduous  task  to  fulfil — 
the  preparation  and  phraseology  of  his  report. 

The  statements  in  a  professional  report,  in  connection 
with  public  issues,  should  appear  in  the  following  order : — 

(i)  The  name  of  the  firm,  person,  or  company,  to  whom 
the  report  is  made. 

(2)  A  statement  that  the  books  and  accounts  of  the 
concern  or  concerns  have  been  examined  by  the 
investigating  accountant. 

(3)  The  period  covered  by  such  examination. 

(4)  The  precise  nature  and  scope  of  the  examination, 
explaining : — 

{a)  The  extent  to  which  the  books  and  accounts 

supply  the  figures  subsequently  set  out. 
{b)  Other  sources  which  have  been  investigated, 
verified,  and  taken  into  account  in  compiling 
the  figures, 
(c)  Any  other  fact  or  circumstance  {e.g.,  variation 
in  periods)  which  it  may  be  considered  neces- 
sary or  desirable  to  mention. 
{5)  Where  circumstances  require  it,  a  statement  as  to  the 
acceptance,   or  otherwise,   of   the  stock  valuations, 
and  whether  these  are  certified  or  not. 
(6)  A  clause  giving  the  figures  ascertained  in  the  manner 
previously  explained,  after  excepting  the  usual  out- 
goings   and    expenditure    not     directly    chargeable 
against  revenue,  for  purposes  of  flotation. 

Before  passing  on  to  the  consideration  of  more  complex 
conditions  afifecting  the  preparation  of  a  report,  it  appears 
fitting  at  this  point  to  make  some  reference  to  what  are 
knovm  as  "  Excepted  Items." 

The  outgoings^  and  expenditure  excluded  from  the  net 
balances  shown  by  the  books  consist  of : — 
(x)  Interest  on  Capital  and  borrowed  Money. 

The  reason  for  this  is  that  the  amounts  previously 
paid  for  the  service  of  capital  belonging  to  the  pro- 
prietors, or  loans  from  outside  sources,    will,  if   the 


venture  is  taken  up  by  the  public,  be  replaced  by  the 
interest  to  be  paid  on  debentures  and  any  dividends  on 
shares.  The  capital  supplied  by  public  subscription 
has  supplanted  the  original  capital :  hence,  the  alloca- 
tion of  profit  finds  its  proper  place  in  the  forecast  of 
profits  given  in  the  body  of  the  prospectus. 

(2)  Management  Salaries. 

It  is  usual  to  exclude  these,  because  the  remuneration 
to  be  subsequently  paid  by  the  company  will  ordinarily 
vary  both  in  amount  and  manner  of  computation,  as 
Obmpared  with  the  salaries  in  operation  prior  to 
flotation. 

(3)  Income  Tax. 

Inasmuch  as  the  anticipated  results  arising  through 
the  employment  of  capital  supplied  by  a  public  issue 
will  vary  from  those  which  are  ascertained  prior 
thereto,  the  income-tax  payable  from  time  to  time  will 
likewise  vary  with  the  results. 

(4)  Depreciation. 

A  revaluation  of  assets,  some  or  all  of   which  are 

subject  to  depreciation,  necessarily  involves  ah  alteration 

of  the  annual  charge  under  this  head  for  the  future.    It 

is  usual  to  state  an  approximate  sum  based  upon  the 

valuation  given  in  the  prospectus,  and  to  reserve  the 

estimated  amount  of  depreciation  in  the  forecast  of 

profits,  before  showing  the  probable  surplus  available 

for  future  dividends. 

Where  an   existing   limited  company  applies  for  further 

capital,    directors'    fees    and    debenture-holders    trustees' 

fees,  and  sometimes  prior  preliminary  expenses,  are  further 

excepted.    These  charges  are  excluded  because  other,  and 

probably  increased  sums,  will  be  payable  out  of  the  future 

results  in  place  of  former  charges  of  this  kind. 

It  is  to  be  observed  that  the  object  to  be  attained  by  these 
adjustments  is  certainly  not  the  inflation  of  results,  but  to 
obtain  as  nearly  as  may  be  a  definite  figure  from  which  a 
deduction  can  be  made  to  cover  all  such  outgoings,  calculated 
according  to  the  requirements  of  the  altered  conditions. 

Concise  statement  of  facts  is  ordinarily  esteemed  a  recom- 
mendation in  documents  setting  forth  trading  results.  But 
there  is  a  limit  to  the  usefulness  of  such  a  practice,  and, 
instead  of  making  the  favourable  impression  it  is  supposed 
to  create,  the  true  investor  relies  more  upon  the  genuineness 
of  the  venture,  and  the  manner  in  which  the  facts  concern- 
ing it  are  presented,  than  upon  brief  and  oftentimes  inade- 
quate information  of  an  indefinite  character. 

Having  discussed  the  elementary  features  of  the  subject, 
we  now  turn  to  a  consideration  of  certain  matters  bearing  a 
more  complex  character.  These  matters  immediately  and 
directly  afifect  the  preparation  of  professional  documents 
setting  forth  the  working  results  of  undertakings,  whether 
the  issue  of  capital  be  offered  for  public  or  private 
subscription. 
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The  points  about  to  be  dealt  with  broadly  fall  under  two 
categories : — 

(i)  Those  of  an  internal  character  directly  and  exclu- 
sively affecting  the  particular  concern. 
(2)  Those  which  are  external  in  character  and  include 
interests  or  arrangements  in  which  the  particular 
concern  has  a  participating,  but  not  a  controlling, 
power. 
As  to  the  first  class,  it  is  a  frequent  occurrence  for  certain 
sections  or  departments  of  a  business  to  be  sold,  or  specific 
properties  made  over  to  the  purchasers,  to  the  exclusion  of 
other  properties  owned  by  the  vendor  proprietary. 

For  example,  a  firm  of  general  merchants,  besides  dealing 
in  various  products  and  commodities,  also  csirry  on  business 
as  shipowners,  forwarding  agents,  and  wsu-ehouse  owners. 
Each  class  of  business  is  conducted  as  a  department  of  the 
entire  undertaking.  It  is  desired  to  consolidate  the  three 
last-mentioned  classes,  and  to  conduct  their  future  opera- 
tions with  a  proprietary,  consisting  of  the  vendors  and  their 
friends,  under  limited  liability.  The  business  of  general 
merchants,  which  is  not  included  in  the  contemplated  sale 
to  the  limited  company,  is  to  be  continued  by  the  original 
proprietors  as  heretofore.  The  vendors  ask  for  a  report  as 
to  the  working  results  during  a  stated  period  of  the  three 
departments,  which  it  is  intended  to  convey  to  the  limited 
company  about  to  be  formed. 

Assuming  the  account-keeping  to  have  been  regular  and 
accurate,  and  that  all  matters  relating  to  the  accounts  as  a 
whole  are  found  to  be  in  order,  there  will  remain  for  con- 
sideration and  decision  the  following,  among  other,  points  : — 
(i)  The  various  revenue  expenditures  are  precisely  ascer- 
tainable up  to  a  certain  stage.    Other  expenses  chargeable 
to  the  business  as  a  whole  may  or  may  not  have  been 
allocated  departmentally.     If  such  an  apportionment  has 
been  made  in  the  accounts  and  duly  entered  in  the  books, 
it  will  be  necessary  to  ascertain  : — 
(a)  The  basis  of  apportionment. 
{b)  Whether  that  basis  has  been  fair  and  sound. 

(c)  Whether  the  expenses  are  likely  to  be  affected,  and, 
if  so,  how  and  to  what  extent,  by  the  altered  condi- 
tions under  which  the  operations  of  each  depart- 
ment will  be  carried  on. 

(d)  Whether  the  excluded  depsirtment  has  materially 
contributed  to  the  results  obtained  from,  or  caused 
substantial  economy  as  regards  expenses  in,  the 
departments  about  to  be  consolidated. 

(2)  If  any  department  or  departments  show  a  loss  in  work- 
ing, is  such  a  result  actual,  or  is  it  attributable  to  inaccurate 
apportionment  of  either  revenue  earnings  or  expenses  ? 

(3)  The  excluded  department  alone  may  show  a  loss,  but 
all  the  other  departments  show  profits.  The  nature  and 
cause  of  the  loss  will  call  for  careful  and  critical  elucida- 
tion, since  losses  on  ventures,  speculations,  and  deals,  may 


easily  be  buried  there,  which  ultimately  turn  out  to  be 
charges  that  should  be  borne,  either  entirely  or  propor- 
tionately, by  one  or  all  of  the  other  departments. 

(4)  It  is  often  found  that  the  proprietors  of  a  concern  also 
own  the  premises  in  which  their  business  is  carried  on. 
Further,  in  many  concerns  salaries  are  paid  to  partners 
before  any  division  of  profits  is  made.  There  is  scope  for 
considerable  deception  in  both  these  directions,  having  as  its 
primary  object  the  inflation  of  profits.  The  danger  arises 
in  this  way : — 

In  the  firm's  accounts  the  rentals  charged  and  salaries 
paid  may  be  greatly  in  excess  of  the  actual  accommodation 
and  services  rendered  to  the  firm.  The  amount  by  which 
these  charges  exceed  the  sums  to  be  paid  in  future  by  the 
company  for  rent  and  management  services  can  primd  facte 
be  legitimately  added  to  the  final  balances  of  profit  disclosed 
by  the  books  of  the  vendor  concern.  This  is  so  because 
such  surplus  comes  into  the  category  of  items  properly 
written  back  for  flotation  purposes,  like  interest  on  capital 
and  borrowed  money,  income-tax,  and  depreciation,  the 
reason  for  excepting  these  items  having  been  already 
explained.  But  you  will  at  once  perceive  that  the  surplus 
alluded  to  assumes  a  different  character  when  it  is  found  to 
consist  of  '  *  suppressed  payments ' '  made  by  the  partners  but 
properly  chargeable  to  the  business,  and  excluded  from  the 
books  of  account  in  order  to  inflate  the  profits  shown  thereby, 
when  adjusted  for  flotation  purposes.  The  mere  verification 
of  receipts  given  by  partners  for  salaries  or  rent  will  not 
reveal  these  irregularities,  since  such  partners  are  the  proper 
persons  to  give  those  releases  from  time  to  time. 

It  is  not  possible  or  desirable  on  this  occasion  to  describe 
in  detail  the  manipulations  which  can  and  do  occur  in  this 
direction  for  the  purpose  of  inflating  profits,  but  the  point 
is  one  of  more  than  passing  importance,  wherever  and 
whenever  these  conditions  obtain. 

(5)  One  more  instance  of  internal  intricacy  which  in 
certain  cases  will  call  for  the  particular  attention  of  an 
investigating  accountant.  This  is  where  the  departmental 
books  of  account  do  not  contain  the  whole  of  the  trans- 
actions directly  applying  to  the  departments  under  review. 

Take  the  case  of  a  firm  of  general  contractors,  principally 
engaged  in  the  supply  of  material  for  the  construction  of 
factories  and  warehouses.  The  owners  of  this  business  are 
also  principal  owners  of  three  separate  undertakings — 
namely,  a  stone  quarry,  an  ironworks,  and  a  timber  busi- 
ness. Though  nominally  separate  concerns,  in  reality  these 
undertakings  for  all  practical  purposes  are  but  departments 
of  the  contracting  business.  Many  good  reasons  may  exist 
for  adopting  this  plan,  one  being  that  the  names  of  previous 
owners  are  retained  because  of  the  connection  and  reputa- 
tion associated  therewith.  Each  of  these  concerns  has 
separate  books  and  accounts,  but  all  matters  connected 
with  allowances,  rebates,  and  the  payment  of  ground  rents. 
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income-tax,  and  salaries  of  the  respective  managers  of  these 
concerns,  are  dealt  with  in  the  contractor's  books. 

It  is  proposed  to  combine  in  one  limited  company  the 
quarry  and  timber  businesses,  and  to  provide  for  the  future 
incorporation  of  the  ironworks,  if  desirable.  The  con- 
tractor's own  business  is  to  be  carried  on  as  heretofore,  save 
that  the  owners  of  that  business  undertake  to  give  a  portion 
of  their  time  as  supervising  directors  to  the  conduct  of  the 
new  company's  afiEairs. 

Here  the  circumstances  dififer  from  those  applying  to  the 
merchant's  business,  with  certain  closely  related  depart- 
ments. In  that  case  the  entire  transactions  were  recorded 
in  an  unbroken  series  of  accounts,  constituting  one  com- 
plete record  :  here  the  material  for  ascertaining  net  working 
results  is  to  be  found  partly  in  the  books  of  the  concern 
itself,  and  partly  in  those  of  another  and  distinct  concern. 
In  the  former  case  the  net  working  results  are  matters  of 
apportionment  and  classification ;  in  the  present  case  they 
are  matters  of  compilation  and  selection. 

Under  these  circumstances  the  investigator  occupies  a 
position  of  considerable  difi&culty.  Granting  that  the 
accounts  of  the  concerns  about  to  be  incorporated  are  found 
accurate  and  re^lar  in  every  way,  also  that  the  various 
charges  omitted  from  the  books — or  possibly  even  revenue 
receipts  properly  attributable  tQ  the  concerns — have  been 
explained,  vouched,  and  proved  to  his  complete  satisfac- 
tion, the  investigator  has  to  then  determine  in  what  terms 
he  will  make  known  the  results  of  his  examination. 

Two  facts  at  once  engage  his  attention :  — 

(i)  The  books  of  the  concerns  do  not  in  themselves  show 
the  actual  results  of  working  for  the  period 
involved.  • 

(2)  The  results  arrived  at  by  the  investigator  are  com- 
piled partly  from  the  books  and  partly  from  sources 
only  indirectly  related  to  those  books. 

How  can  these  points  be  publicly  communicated  so  as, 
on  the  one  hand,  to  set  forth  the  facts  in  a  clear  manner, 
and,  on  the  other,  to  avoi^  misconception  or  unfavourable 
impression  ? 

The  circumstances  of  any  particular  case  will  obviously 
be  the  principal  tectors  in  determining  the  exact  phrases 
adapted  for  this  purpose.    The  following  report  illustrates 
in  a  collective  form  the  points  just  considered : — 
To  the  Directors  of 

TIm Company,  Lim. 

Gentlemen, 
In  accordance  with  your  instructions  we  have  examined 
the  books  of 

The Stone  Quarry,  and  of 

Messrs.  A.  B.  &  Co.,  Timber  Merchants. 
for  the  five  years  ending  30th  September  1906. 

The  profits  shown  by  the  books  of  the  above-named 
undertakings  require  adjustment  in  regard  to  certain  items 


of  revenue  expenses  and/or  receipts  which  have  hitherto 
been  dealt  with  in  the  books  of  the  proprietors,  Messrs. 
X.,  Y.,  Z.  &  Co.  We  have  verified  and  made  due  allowance 
for  all  these  items  before  ascertaining  the  figures  stated 
below. 

Here  will  follow  any  other  points  that  require  to  be 
mentioned,  and,  the  usual  exceptions  having  been 
enumerated,  the  report  will  conclude  with  the  ascertained 
figures  set  out  in  separate  years. 

In  passing,  it  is  to  be  observed  that  where  two  or  more 
concerns  are  carrying  on  business  of  a  distinct  and  unallied 
character  the  results  of  each  should  be  separately  stated. 
Where  the  concerns  are  allied — that  is  to  say,  where  two  or 
more  concerns  about  to  be  amalgamated  have  in  the  past 
carried  on  the  same  class  of  business — it  may  be  desirable  for 
trade,  or  other  sufficient  reasons,  to  combine  the  results  in 
each  period.  Where  this  course  is  adopted,  however,  there 
should  always  be  a  clause  stating  whether  each  concern  has 
made  profits  in  each  period  ;  and  in  the  same  way,  if  losses 
have  been  sustained,  the  fact,  though  not  apparent  in  the 
combined  total  results,  should  be  mentioned,  and  the  causes 
for  the  same  explained. 


Complex  as  are  the  problems  arising  through  the  circum- 
stances which  fall  under  the  designation  of  "Internal 
influences,"  those  problems  become  more  intricate  when 
additional  conditions  are  involved — namely,  '*  Influences 
external,"  both  in  nature  and  effect.  These  are  of  two 
kinds:— 

(i)  The  results  produced  by  speculations,  dealings,  or 
contracts  extraneous  to  the  ordinary  or  customary 
trade  carried  on  by  a  concern. 
(2)  The  increment  derived  from  working  arrangements 
with  allied  trades  for  the  purpose  of  monopolising 
markets  or  maintaining  a  minimum  price  in  certain 
defined  commodities,  supplies,  and  specialities. 
It  is  clear  that  where  any  or  all   of  these   conditions 
exist   they  must  of  necessity  affect  the  working  results. 
Moreover,  it  is  also  clear  that  such  conditions  arise  from 
causes  external  to  the  ordinary  business — that  is  to  say,  it 
may  be  expedient  or  desirable  at  times,  but  not  indispens- 
able, to  speculate  and  deal  in  articles  hitherto  foreign  to  the 
ordinary  business  of  a  concern,  and  likewise  to  enter  into 
working  agreements  with  other  concerns  in  the  same  line 
for  specified  periods  and  under  approved  stipulations.   Sach 
a  policy  is  elective,  but  not  compulsory,  and  an  investigator 
has  to  take  these  points  into  consideration  when  framing 
his  report. 

Transactions  outside  or  exceptional  to  the  normal  course 
of  business  arise  in  various  ways : — 

{a)  A  concern  trading   in    food  stuffs,  considering   the 
opportunity  favourable,  speculates  heavily  in  certain  other 
lines  beyond  reasonable  or  probable  requirements.    The* 
operations  result  in  a  substantial  gain,   which  is  tree 
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as  part  of  the  firm's  profits  during  the  period  under  investi- 
gation .  In  a  professional  report  upon  trading  results,  whether 
published  or  not.  should  any  mention  be  made  of  the  fact  ? 
Supposing  the  operation  to  have  resulted  in  a  loss  and  to 
have  been  treated  accordingly  in  the  books  under  examina- 
tion, should  that  fact  be  referred  to  in  such  a  report  ? 

(b)  A  concern  engaged  in  the  timber  trade  has  a  consider- 
able portion  of  its  capital  invested  in  land  and  industrial 
securities  not  connected  with  or  essential  to  its  ordinary 
business.  The  profits  and/or  losses  arising  from  the  purchase 
and/or  sale  oi  these  securities,  as  well  as  the  increment 
derived  therefrom,  are  all  treated  as  profits  or  losses  of  the 
business  carried  on  by  the  firm  as  timber  merchants.  Is  it 
necessary  to  classify  the  results  and  to  draw  attention  to 
those  facts  in  a  professional  report  ? 

(c)  A  firm  of  general  merchants  contracted  with  the 
Government  for  the  supply  of  certain  commodities  in 
which  they  traded  during  the  South  African  war.  These 
contracts  turned  out  to  be  exceedingly  advantageous,  and 
increased  the  firm's  profits  in  two  succeeding  years  25  per 
cent,  and  30  per  cent,  respectively  above  the  average  profit 
yielded  by  the  five  years  imonediately  preceding  the  date  at 
which  the  contracts  were  made. 

Can  such  gains  be  legitimately  considered  as  arising  in 
the  ordinary  course  of  business,  and  would  the  investigator 
be  justified  in  so  treating  them  for  purposes  of  a  certifi- 
cate? Or  would  he  have  to  allude  to  the  circumstances  in  a 
report? 

The  answer  to  the  queries  raised  in  cases  {a)  and  (b)  is  in 
the  affirmative.  Profitable  speculations  of  an  exceptional 
character  may  conceal  losses  or  unduly  inflate  profits  in  the 
ordinary  business  transactions  of  a  concern.  At  the  same 
time,  profits  made  in  the  ordinary  course  of  business  may 
be  reduced  or  entirely  absorbed  through  the  losses  on  such 
speculations.  In  this  way  considerable  fluctuation  arises 
in  the  ordinary  profits,  and  where  it  is  upon  the  basis  of 
profits  arising  out  of  its  ordinary  business  that  a  concern  is 
sold,  the  extraneous  factors  must  be  eliminated  and  the  fact 
made  known. 

In  case  (b)  there  are  several  extraneous  factors.  As 
regards  the  results  arising  out  of  the  purchase  and  sale  of 
securities,  --these  relate  to  capital,  and  must  necessarily  be 
eliminated  from  the  Revenue  Accounts.  If  it  be  intended 
that  the  timber  business  shall  be  carried  on  as  such,  with- 
out reference  to  the  increment  accruing  from  investments, 
or,  alternatively,  if  it  be  arranged  that  the  business  and 
the  investments  are  all  acquired  by  the  limited  concern,  in 
either  event  it  will  be  necessary  to  specify  the  two  sources 
(f.^.,  the  business  proper  aad  the  investments)  from  which 
the  results  are  derived,  and,  further,  it  may  be  necessary  to 
show  the  amount  produced  by  each  source  in  the  several 
periods  under  review. 

Case  (c)  differs  from  (a)  and  (b)  in  this  :  The  exceptional 


profit  arose  from  transactions  strictly  within  the  province 
of  the  business ;  the  contracts  were  not  exceptional  by 
nature,  but  the  circumstances  ruling  at  the  time  these 
contracts  came  into  existence  were  so.  Assuming  the 
exceptional  portion  of  the  profit  to  have  been  utilised  for 
capital  purposes — i.e,,  creating  reserve  and  contingency 
funds — ^this  fact  effects  an  offset  to  the  abnormal  gain.  On 
the  other  hand,  where  the  exceptional  profit  is  treated  as 
part  of  the  general  profits,  the  fact  should  be  alluded  to  in 
a  professional  report :  first,  because  the  omission  to  x^er  to 
the  point  tends  to  mislead  an  intending  investor  as  to  the 
normal  earning  capacity  of  the  business;  and,  second, 
because  it  is  necessary  to  explain  the  abnormal  variation 
of  profit  in  preceding  and  succeeding  years. 


Concerning  the  effect  of  working  and  pooling  agreements 
in  relation  to  this  subject,  the  causes  which  render  such 
arrangements  expedient  usually  arise  from  special  con- 
ditions of  trade,  and  accordingly  fall  under  the  category  of 
"external  influences." 

The  commercial  world  of  to-day  is  replete  with  combines 
of  endless  variety ;  so  much  so  that  one  combine  is  no 
sooner  formed  than  another  is  set  up  to  oppose  it.  To 
purchase  in  large  quantities  reduces  the  average  cost  of 
commodities,  while  sales  on  a  tariff  basis  theoretically 
ensures  a  profitable  result,  and  often  creates  a  monopoly. 
It  follows  from  this  that  the  results  of  operations  carried  on 
under  such  conditions  are  maintained  just  so  long,  and 
only  so  long,  as  the  signatories  adhere  to  the  provisions 
contained  in  the  working  agreements.  Let  the  conditions 
be  violated  and  competition — "  cutting  prices  "  is  the 
technical  expression — ^at  once  comes  into  play. 

It  is  clear  that  results,  to  the  extent  of  those  arising 
directly  through  the  operation  of  working  agreements, 
depend  for  their  continuance  not  only  upon  contributions 
external  to  a  particular  concern,  but  also  upon  a  strict  per- 
formance of  the  conditions  laid  down,  and  to  a  renewal  of 
the  same  or  similar  agreements  at  a  future  time.  Hence 
these  results  are  in  some  degree  artificial — that  is  to  say, 
they  necessariiy  differ  from  what  they  would  be  if  no  work- 
ing agreements  were  in  force.  In  one  case  the  results 
would  be  less,  in  another  more,  than  that  which  is  shown 
by  the  figures  submitted  for  consideration  and  report. 

An  investigating  accountant  is  thus  confronted  with  two 
questions,  "Are  the  profits  shown  by  the  books  actual 
profits?"  or  ''Are  they  to  any,  and  what,  extent  artificial 
profits?" 

Dealing  with  the  first  question,  suppose  it  to  be  answered 
affirmatively,  how  is  the  fact  of  a  profit  in  one  period  and  a 
loss  in  another  to  be  satisfactorily  explained  where  the 
concern  is  enlarging  the  value  and  extent  of  its  operations, 
which  in  themselves  show  profitable  results? 

Again,  if  the  same  question  be  answered  in  the  negative. 
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then  what  reply  is  to  be  made  to  the  second  question? 
Granted  that  in  some  degree  the  results  are  artificial,  what 
possible  or  reliable  test  can  be  applied  to  ascertain  the 
extent  to  which  this  is  the  case?  If  it  be  said,  "The  results 
are  artificial,"  the  assertion  must  be  proved  by  exact 
figures — an  approximate  computation  is  of  no  value  for 
this  purpose. 

The  solution  of  the  problem  is  this :  The  figures  repre- 
senting results  according  to  the  books,  subject  to  the 
customary  adjustments,  axe  those  which  should  appear  in 
the  report,  and  in  that  document  a  statement  must  be  made 
to  the  effect  that  the  results  of  the  business  under  investi- 
gation were  obtained  while  it  was  working  in  conjunction 
with  other  similar  concerns  co-operating  for  trade  purposes. 

The  clause  might  run  thus: — 

".  .  .  .  The  profits  stated  below  were  made  whilst 
"Messrs.  A.  B.  &  Co.  were  working  in  conjunction  with 
"  other  concerns  engaged  in  the  same  line  of  business." 

It  is  rarely,  if  ever,  that  allusion  is  made  to  this  point  in 
the  published  reports  of  professional  accountants,  though 
it  is  more  than  probable  that  working  agreements  for 
creating  a  certain  monopoly  in  trade,  or  for  other  reasons, 
are  in  operation  in  the  majority  of  concerns.  The  absence 
of  such  allusion  is  partly  due,  no  doubt,  to  the  opinion 
that  pooling  agreements  are  often  so  numerous,  and  so 
closely  resemble  an  ordinary  business  contract,  that  to 
specially  mention  their  existence  is  practically  unnecessary. 

A  further  reason  is  one  which  does  not  readily  admit  of 
practical  argument,  and  that  is  the  disinclination  of  those 
associated  in  a  pooling  arrangement  to  have  any  public 
disclosure  or  indication  that  such  exists.  This  view  is  not 
one  to  be  advocated  by  professional  accountants,  because 
its  adoption,  in  the  majority  of  cases,  necessitates  the  sup- 
pression of  facts  which,  from  the  standpoint  of  an  investor, 
as  well  as  that  of  a  conscientious  investigator,  are  essential 
to  the  formation  of  a  safe  and  reliable  opinion. 

While  it  is  neither  possible  nor  essential  to  lay  down  any 
invariable  rule  to  deal  with  the  foregoing  conditions,  the 
general  principle — as  well  as  the  right  and  prudent 
course — is  that  any  facts  having  a  practical  and  material 
eff«ct  upon  the  production  of  results  ought  to  be  stated  in 
a  professional  document,  and  in  language  which  does  not 
sacrifice  clearness  to  conciseness. 

To  sum  up  the  foregoing  observations  upon  this  subject, 
we  finally  proceed  to  criticise  the  following  hypothetical 
illustrations:  — 

Illustration  A, 

To  the  Directors  of 

The  Foreign  and  Colonial  Export  Corporation,  Lim. 

Gentlemen, 
The  books  and  accounts  of  your  company  have  been 
aodited  continuously  by  us  for  the  past  twenty  years. 


We  certify  that  the  profits  for  the  three  years  ending 
31st  December  1905  were  as  follows,  namely  :  — 

For  the  year  ended  31st  December  1903        . .     ;f  12,000 

„  1904        ..       11,500 

„  „  1905        ..       11,000 


Yielding  average  for  one  year 


/34.500 


The  foregoing  profits  are  arrived  at  after  providing  for 
all  repairs  and  renewals  to  plant  and  property  and  after 
making  what,  in  our  opinion,  is  sufficient  allowance  for  all 
discounts  and  bad  and  doubtful  debts,  but  without  charging 
income-tax  on  profits  and  interest  on  mortgages  and  loans. 
We  are. 

Yours  faithfully, 

Assured  Fact  &  Co. 

This  is  an  example  of  an  unqualified  certificate.  There 
is  but  one  superfluous  statement  in  it — viz.,  the  words 
"Yielding  average  for  one  year.'*  That  statement  should 
be  made  as  a  matter  of  course  in  the  prospectus.  Where 
the  fibres  are  stated  for  each  year,  as  in  this  case,  there 
is  no  certificate  required  as  to  what  the  average  is.  Any 
person  of  ordinary  intelligence  can  find  that  for  himself, 
or  herself. 

Another  point  is  that  the  more  consistent  and  profes- 
sional form  would  be  to  state  the  items  eliminated  before 
giving  the  adjusted  figure  of  profits,  thus :  — 

*•  We  certify  that  after  providing,  &c.  .  ,  .  interest  on 
"mortgages  and  loans,  the  profits  have  been  as 
"follows:  — 

It  is  true  that  nothing  is  said  concerning  depreciation. 
The  absence  of  any  reference  to  this  matter  may  be  due — 

(a)  to  the  fact  that  the  company  has  no  assets  which  are 
liable  to  depreciation — that  is  to  say,  it  does  not  own 
any  considerable  plant,  machinery,  or  leasehold 
properties ;  or 

(b)  as  the  certifying  practitioners  have  also  been  auditors 
to  the  company,  in  their  judgment  the  repairs  and 
renewals  have  been  so  liberal  as  to  make  a  specific 
eharge  for  depreciation  unnecessary. 

Strictly  speaking,  however,  it  is  always  desirable  to 
state  definitely  whether  depreciation  is  or  is  not  excluded 
from  the  figures  given. 

Illustration  B. 
To  the  Directors  of 

The  X.  Y.  Z.  Co.,  Lim. 

Gentlemen, 

We  have  from  the  ist  January  1900  examined  the  books 

and  accounts  of  the  business  carried  on  by  the  firm  of 

X.  Y.  Z.  &  Co.,  and  we  find  that,  after  making  necessary 

adjustments,   but  not  charging  interest    on   capital   and 
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borrowed  money,  the  annual  average  net  profit  for  the  six 
yeirs  to  31st  December  1905  has  been  jf 65,000. 
The  net  profit  for  the  last  year  was  ;^66,ooo. 
The  assets  of   the   firm,  as   appearing  by   the  adjusted 
Balance  Sheet  at  31st  December  1905,  were  as  follows : — 

Cash ;f  40,000 

Bills  Receivable       . .         . .      loo.ooo 

Book  Debts 250,000 

Stock  in  Trade         . .         . .     400,000 
Freehold     and      Leasehold 
Properties..  ..         ..       45,000 

Investments 20,000 

855,000 

Less  Trade  and  Loan  Creditors  335 1 000 

;f520,000 

Yours  faithfully. 

Short  Detail  &  Co. 
This  report  is  open  to  objection  on  several  grounds :  — 
(i)  The  annual  average  profit  is  stated  for  a  period  of  six 
years.  It  is  not  stated,  however,  whether  the  results  of  one 
or  mare  of  those  years  are  profits  or  losses,  and,  failing  the 
separate  disclosure  of  each  year,  it  is  uncertain  whether  the 
results  are  in  an  ascending  or  descending  scale. 

(2)  It  is  further  stated  that  the  net  profit  for  the  last  year 
was  ;£66,ooo.  Does  this  mean  "  net  profit  "  after  the  usual 
adjustments  for  report  purposes  have  been  made,  or  that 
this  figure  represents  a  disposable  balance  after  charging 
interest  on  capital,  income-tax,  and  amounts  reserved? 
Here  is  a  case  of  indefinite  statement  which  may  cause  a 
misleading  impression. 

(3)  Surely  a  statement  of  assets  and  liabilities,  adjusted 
or  otherwise,  finds  its  proper  place  in  the  body  of  the  pro- 
spectus, not  in  a  professional  report.  The  idea  sought  to 
be  conveyed  is,  no  doubt,  the  percentage  of  profit  yielded 
upon  the  capital  employed  in  the  business.  That  being  the 
object,  it  would  be  advisable  to  mention  the  fact,  rather 
than  leave  it  for  surmise. 

(4)  The  phraseology  leaves  something  to  be  desired.  A 
better  rendering  of  the  matters  dealt  with  in  the  report 
would  be  as  follows : — "We  have  examined  the  books  and 
"accounts  of  Messrs.  X.  Y.  Z.  &  Co.  from  the  ist  January 
"1900  to  31st  December  1905.  After  making  necessary 
"adjustments,  but  before  chaiging  interest  on  capital  and 
"borrowed  money,  we  find  the  annual  average  net  profit 
"during  that  period  has  been  ;^65,ooo,  the  net  profit  for 
"  the  last  year,  ascertained  in  the  same  manner,  being 
";£66,ooo. 

"Profits  have  been  made  by  the  firm  in  each  of  the  six 
"years  covered  by  this  report,  and  the  surplus  assets  shown 
"by  the  adjusted  Balance  Sheet  of  31st  December  1905, 
"after  deduction  of  trade  and  loan  creditors,  amount  tc 
";£5ao,ooo. 

"Yours  faithfuUy," 


(5)  There  are,  no  doubt,  cases  whece  a  summary  of  the 
latest  Balance  Sheet  is  serviceable  as  showing  intending 
investors  the  financial  position  of  the  concern  for  which 
they  are  invited  to  subscribe  further  capital.  Where,  how- 
ever, there  is  an  expert  valuation  set  out  in  the  prospectus, 
the  substance  of  that  document  should  be  adopted  in  com- 
piling a  risumi  of  the  company's  assets.  If  the  accounts 
have  been  audited,  a  reference  to  the  last  Balance  Sheet 
can  suitably  be  made,  but  it  is  not  fitting  that  a  profes- 
sional report  should  deal  with  this  point  under  ordinary 
circumstances,  because  that  doctmient  should  be  confined 
to  a  statement  of  what  pro  jits  have  hten  made,  and  tbe  con- 
ditions under  which  the  same  have  been  ascertained. 


Illustration  C. 
To  the  Directors  of  the 

Industrial  Development  Company,  Lam. 
Gentlemen, 
We  have  made  an  examination  of  the  accounts  of  the 
Holdall  Warehousing  Co.,  and  beg  to  advise  yon  that  the 
net  earnings  of  the  company  are  as  follows : — 

For  the  year  1903 £^0,500 

1904 35.000 

1905 45.455 

For  the  six  months  ended  30th  Sept.  1906      25,000 

Based  on  a  ratio  of  increase  of  10  per  cent,  over  the 
figures  of  the  year  1905,  the  net  earnings  for  the  year  end- 
ing 31st  March  1907  would  be  about  ;£5o,ooo. 

Yours  faithfully, 

Optimus  Forecast  &  Co. 
This  compilation  is  as  crude   as   it  is  unsatisfactory, 
and  is  open  to  criticism  on  the  following  grounds :  — 

(a)  The  dates  for  each  year  are  not  given.  Presumably 
the  respective  years  end  on  31st  March. 

(b)  It  is  pettyfogging  to  "beg'*  people  to  accept  a  state- 

meocit  of  facts,  if  they  be  facts. 

(c)  It  is  not  clear  whether  the  accounts  for  three  years 

and  six  months  were  the  only  ones  examined,  or 
whether  these  were  the  only  ones  considered 
desirable  for  publication. 

(d)  What  is  meant  by  "net  earnings"?  Does  it  mean 
"profits,"  after  deduction  of  all  charges  ascertained 
and  accrued?  or  does  it  mean  total  rentals  for  use  of 
premises,  after  allowing  for  rebates? 

(e)  A  certificate  or  report  has  nothing  whatever  to  do 
with  eventualities.  It  must  deal  with  what  has  been, 
not  with  what  is  likely  or  possible  to  be. 

(/)  What  has  10  per  cent.,  or  any  other  percentage,  to  do 
with  results  still  future  ?  Such  a  forecast  might  possibly 
be  made  in  the  prospectus ;  there  it  would  show  for 
what  it  is — an  estimate  pure  and  simple — but  in  a  pro- 
fessional report  it  is  out  of  place,  unnecessaxy,  and 
misleading. 
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Taken  as  it  stands,  this  report  utterly  fails  to  comply 
with  the  principles  upon  which  a  report  or  certificate 
should  be  framed,  as  explained  in  the  first  part  of  the 
present  address. 

Illustration  D, 
To  the  Directors  of 

The  Associated  Iron  and  Steel  Products  Company, 
Lim. 
Gentlemen, 
In  accordance  with  your  instructions  we  have  examined 
the  books  and  accounts  of — 

The    Silvertown    Iron    Foundries,    Lim.,    Silvertown, 
Birmingham ; 

The  Empire  Steel  Works,  Kirkgate,  Leeds ; 

The  Siteel  Products  Co.,  Lim.,  Whitefriars,  Leicester; 

The     Standard     Smelting     Works,      Lim.,      Elswick, 

Newcastle ; 
The  United   Lead  and   Copper   Co.,  Lim.,  Bedminster, 
Bristol; 
for  the  five  years  ending  31st  October  1906. 

The  profits  shown  by  the  books  of  the  Silvertown  Iron 
Foundries  were  made  whilst  they  were  working  in  conjunc- 
tion with  other  concerns  in  Birmingham  engaged  in  the 
same  line  of  business.  Further,  the  books  of  that  com- 
pany require  adjustment  in  regard  to  certain  items  of 
revenue  expenditure  which  had  not  been  passed  through 
those  books  at  the  date  of  our  examination.  We  have 
verified  and  made  allowance  for  these  items,  before  ascer- 
taining the  figures  stated  below. 

For  trade  reasons  the  combined  results  only  are  given. 
The  accounts  of  each  concern,  however,  show  that  sub- 
stantial profits  have  been  made  by  them  respectively  in 
each  of  the  years  under  review. 

In  all  cases  the  stocks  on  hand  and  work  in  progress 
hav«  been  taken  into  account  at  the  end  of  each  year 
according  to  the  valuation  certified  by  responsible  agents 
and  employees  of  the  five  concerns  mentioned  above. 

Before  charging  interest  on  capital  and  borrowed 
money,  depreciation  of  plant,  machinery,  and  leasehold 
properties,  income-tax,  debenture-holders  trustees'  fees, 
and  formation  expenses,  but  after  allowing  for  all  main- 
tenance charges  and  expenses  of  management,  we  find  the 
combined  profits  of  the  five  concerns  named  in  the  first 
paragraph  hereof  have  been  as  follows :  — 

For  the  year  ending  31st  October  1902        £$0,000 

n  »•  1903  65,000 

f»  .>  1904  75.500 

t»  *>  1905  87,500 

n  1906. 

the    profits    of    the    Silvertown    Iron 

Foundries.  Lim.,  to  the  extent  of  those 

arising  through  the  connection  referred 

to    above,  are  matter    of   calculation 

owing  to  returns  which  a£fect   them,  95iOoo 

and  cover  a  period  to  31st  December 

1906.     Adjusting  these  proportionately 

to    the   time  invq|ved,  the  combined 

profits  of  the  five  concerns  amount  to  ^ 

We  are.  Gentlemen, 

Yours  faithfully. 

Watchful,  Ferrat  &  Co. 


This  report  certainly  does  not  err  on  the  side  of 
brevity ;  on  the  contrary,  at  first  sight  it  appears  imusually 
and  unnecessarily  lengthy.  But  what  are  the  facts,  so  far 
as  can  be  gathered  from  the  statements  contained  in  th«; 
report? 

(i)  Five  concerns'  are  to  be  amalgamated,  and  their 
profits  are  combined  in  yearly  totals  over  a  period  of  five 
years. 

(2)  As  regards  the  Birmingham  undertaking,  there  has 
evidently  been  a  "pooling"  arrangement,  the  results  of 
which  are  ascertained  on  31st  December  in  the  last  year  of 
the  period — viz.,  1906. 

(3)  The  Annual  Accounts  of  each  concern  are  taken  on 
31st  October  every  year :  accordingly  in  the  year  1906 
the  profits  of  the  Birmingham  concern  are  necessarily 
approximate,  because  the  dates  to  which  the  pooling 
results,  and  the  results  of  the  firms  trading— apart  from  the 
pool — respectively  apply,  are  not  co-terminous. 

(4)  The  reasons  for  this  variation  in  dates  may  have 
arisen  through  some  action  of  the  other  parties  to  the 
arrangement,  which  made  it  necessary  to  ascertain  fifteen 
months'  results  instead  of  twelve,  as  in  previous  years. 
The  absence  of  certain  revenue  expenditure  from  the  prin- 
cipal books  of  the  Birmingham  firm  would,  no  doubt,  be 
due  to  circumstances  similar  to  those  described  in  the 
portion  of  tthis  paper  dealing  with  internal  factors  affecting 
trading  results. 

(5)  The  fact  that  the  combined,  in  place  of  the  respec- 
tive, results  are  stated  may  be  open  to  objection  on  the 
ground  that  any  upward  or  downward  tendency  of  one  or 
more  of  these  concerns  is  not  apparent.  In  answer  to  such 
an  objection,  there  is  a  definite  statement  in  this  report 
to  the  effect  that  "  profits  have  been  made  by  each  concern 
in  each  year  of  the  period."  Moreover,  there  is  a  cause 
assigned  for  stating  the  combined  instead  of  the  detailed 
profits,  namely,  "  For  trade  reasons."  This  is  a  matter 
of  much  greater  importance  than  appears  at  first  sight.  A 
public  disclosure  of  the  results  in  a  highly  competitive 
trade — ^such  as  the  iron  and  steel  industry — is  not  a  matter 
to  be  carelessly  or  lightly  undertaken.  Apart  from  a  natural 
disinclination  to  disclose  more  than  is  necessary,  there 
may  exist  a  well-founded  and  reasonable  objection  to  indi- 
cate to  rivals — ^who  vezy  likely  have  supplemental  informa- 
tion available — the  financial  results  of  a  concern  known  to 
be  conducted  under  special  conditions,  or  having  certain 
agencies  and  connections,  the  extent  of  which  are  approxi- 
mately known  to  others  carrying  on  rival  undertakings.  In 
this,  as  in  so  many  other  cases,  a  great  deal  depends  upon 
the  standing  and  reputation  of  those  connected  with  the 
venture,  and  this  circumstance  applies  in  measure  also 
to  the  professional  accountant  who  makes  the  report. 
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The  case  under  notice  clearly  shows  that  the  object 
which  those  who  framed  this  document  had  in  view  was  to 
put  every  reader  in  possession  of  all  the  facts  which,  in 
their  judgment,  appeared  to  be  essential  to  the  formation 
of  an  impartial  opinion  upon  the  proposed  amalgamation, 
in  so  far  as  a  professional  report  is  material  to  that  end. 

(6)  The  length  of  this  report  is  unusual.  To  some  minds 
the  phraseology  would  appear  cumbersome;  while  the 
casual  peruser  would  no  doubt  be  inclined  to  pronounce  it 
unintelligible.  It  certainly  fails  to  comply  with  the 
demand  of  those  who  advocate  brevity  and  conciseness  on 
all  and  every  occasion.  But  assuming  the  facts  to  be  such 
as  have  been  indicated,  how  could  they  be  expressed 
differently? 

It  might  be  ar^^ued  that  the  exceptional  circumstances 
could  be  covered  by  stating,  "All  necessary  adjustments 
have  been  made  before  arriving  at  the  figures  given.''  This 
is  true ;  but  it  is  not  all  the  truth.  The  term  "necessary 
adjustments"  properly  covers  the  transfer  of  items 
omitted  in  one  period  and  taken  into  account  in  the  next ; 
and  the  rectification  of  insufficient  reserves  for  such  items 
as  Bad  Debts,  Discoimts,  Rebates,  &c.,  is  also  properly 
covered  by  that  term.  But  where,  as  in  the  case  under 
notice,  the  accounts  of  one  or  more  concerns  are  incom- 
plete, or  require  amendment  in  material  particulars,  or 
are  in  any  way  subject  to  a  process  of  calculation, 
approximation,  and  reconstruction,  then,  clearly,  the 
extent  of  such  variation  ought  to  be  declared,  not  neces- 
sarily in  figures,  but  certainly  by  adequate  explanatory 
statements. 


The  subject  we  have  dealt  with  is  continually  increasing 
in  importance,  and  none  but  the  skilled  accountant  can 
know  how  great  is  the  responsibility  which  rests  upon  him 
in  this  department  of  his  professional  work.  It  is  possible 
to  define  on  certain  broad  lines  what  work  is  part  of  an 
auditor's  duty  and  what  is  not.  But  in  an  investigation  to 
ascertain  results  no  such  code  can  be  compiled.  Judgment 
and  skill,  rather  than  theory  and  smartness,  are  the 
qualities  required  for  this  purpose,  and  these  are  qualities 
which  only  a  long  and  varied  practical  experience  can 
provide  and  imjpart. 

There  are  of  necessity  many  debatable  points  in  the 
observations  made,  which,  it  is  hoped,  will  stimulate  dis- 
cussion, and  so  demonstrate  that  your  time  and  attention 
have  not  been  unfruitful  in  listening  to  what  has  been  said 
concerning  "The  Preparation  of  Accountants'  Certificates 
for  Purposes  of  Joint-stock  Company  Flotations." 


Aeettn09  for  tbe  enduinfl  WLcclt. 


Monday  —  Institute  of  Chartbrec  Accountants. — 
Parliamentary  and  Law  Committee,  at  2  p.m. 

Tuesday  —  Institute  of  Chartered  Accountants.— 
Autumnal  Meeting  Committee,  at  3.30  p.m. 

Wednesday — Institute  of  Chartered  Accountants.— 
Finance  Committee,  12.30 ;  Council  Meeting  at  2  p.m. 

KiNGSTON-UPON-HULL  CHARTERED  ACCOUNTANTS  STU- 
DENTS' Society.  —  Lecture,  **  Joint  Stock  versus 
Private  Ownership  of  Business :  Some  Practical 
Differences  in  their  Commercial  Possibilities."  by 
Mr.  W.  R.  Hamilton,  F.C.A. 

Leicester  Chartered  Accountants  Students' 
Society. — Debate  at  Winchester  House,  i  Wclford 
Road ;  7  p.m. 

Chartered  Accountants'  Prayer  Union. — Address 
by  Mr.  Alfred  A.  Head,  in  Board  Room  B  of  the 
Centenary  Hall,  Bishopsgate  Street,  E.C.,  at  6.15 
p.m. 
Thursday — Chartered  Accountants*  Benevolent  Asso- 
ciation.— Board  of  Governors'  Meeting  at  3  p.m. 

Sheffield  Chartered  Accountants  Students' 
Society. — Lecture,  "  Depreciation,  with  special  refer- 
ence to  the  Accounts  of  Local  Authorities,"  by  Mr. 
L.  R.  Dicksee,  M.Com.,  F.C.A.,  at  the  Library, 
Hoole's  Chambers,  Bank  Street,  at  6  p.m. 


Vepiew. 


A  Handy  Book  on  the  Law  of  Banker  and 
Customer. 


By  James  Walter  Smith,  Esq.  (of  the  Inner  Temple, 
Barrister-at-Law) . 


London,  1907:  Effingham  Wilson.  Price  2s.  6d.  net. 
A  little  book  such  as  this,  which  has  been  sold  by  the 
thousand,  needs  no  commendation  from  us ;  nor  would  the 
most  vitriolic  of  criticisms,  we  feel  sure,  in  any  way  affect  its 
well-earned  reputation.  We  would,  however,  with  an  eye 
to  possible  and  very  probable  further  thousands,  venture  to 
suggest  that,  having  regard  to  the  class  of  reader  to  which 
it  appeals,  it  would  be  as  well  to  add  a  table  of  abbrevia- 
tions—^.^., B.  E.  A.  does  not  convey  much  meaning  to  the 
average  lay  mind,  nor  do  such  cabalistics  as  £q.,  Ex.  Div., 
J. P.,  Q.B.D.,  &c.  &c.  The  notes  on  Rogers  v.  Wktteley, 
p.  33,  seem  a  little  obscure,  and  with  a  view  to  quick  and 
exact  reference  we  should  strongly  urge  an  alphabetical 
arrangement  of  the  sub-headings  of  the  .Index. 
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Mr.  Herbert  A.  Cox,  Chartered  Accountant,  has  com- 
menced practice  at  52  &  53  Cbeapside,  London,  E.G.  Mr. 
Cox  was  for  more  than  three  years  managing  clerk  to 
Messrs.  Mellors,  Basden  &  Mellors,  33  St.  Swithin's 
Lane,  E.C. 

Messrs.  Evans  &  Tripp,  Chartered  Accountants,  have 
removed  from  14  Finsbury  Circus  to  90  Cannon  Street, 
London,  E.C. 

Mr.  John  A.  Walbank,  Chartered  Accountant,  of 
34  Grey  Street.  Newcastle-upon-Tyne,  has  taken  Mr. 
Thomas  Robson,  Chartered  Accountant,  into  partnership, 
the  firm  name  being  John  A.  Walbank  &  Co. 


raUures  an&  XtUs  of  Sale  in  £ndlan& 
an&  Males. 


According  to  Kemp's  MircanHU  GoMette,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
daring  the  week  ending  Friday  Mar.  29th  was  179,  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  London  Gautte, 
97  ;  Deeds  of  Arrangement  registered,  82.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were: 
Bankmptcies,  89;  Deeds  of  Arrangement,  90— total,  179; 
being  no  alteration.  The  total  number  of  commercial 
failures  recorded  during  the  13  weeks  of  the  present  year  is 
2,044 ;  the  total  number  recorded  in  the  corresponding  13 
weeks  of  last  year  was  2,239,  showing  a  decrease  of  195. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday 
Mar.  29th,  was  i6z.  The  number  in  the  corresponding  week 
of  last  year  was  165,  showing  a  decrease  of  4.  The  total 
number  filed  during  the  13  weeks  of  the  present  year  is  2,016 ; 
the  total  number  filed  in  the  corresponding  13  weeks  of 
last  year  was  2.054,  showing  a  decrease  of  38. 


The  Profession  in  Scotland. 


Debentures. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week  ending 
Friday  Mar.  29th  amounted  to  /i, 382,295,  by  way  of 
addition  to  /774»652.  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ;f 2, 148,046,  showing  a  decrease  of 
/7^»75i-  "^^e  total  amount  registered  daring  the  13 
\  of  the  present  year  is  ;f  22.45 1,640  P"^  addition  to  the 
in  pfevious  years  by  the  same  companies),  as 
compared  with  ;f  22,260,132  for  the  corresponding  13  weeks 
in  1906,  showing  an  increase  of  ;f  191,508, 


Edinburgh  Chartered  AcconntantB*  Annaliy  and  Endow- 
ment Fund. 


The  twentieth  annual  general  meeting  of  the  con- 
tributors to  this  fund  was  held  in  the  Accountants*  Hall, 
27  Queen  Street,  Edinburgh,  on  the  nth  March,  Mr.  J.  A. 
Robertson-Durham  presiding. 

The  annual  report  and  accounts,  which  were  submitted 
by  Mr.  J.  Maztone-Graham,  the  collector,  showed  funds 
amounting  at  31st  December  1906  to  ;£46,9io  os.  3d.,  an 
increase  of  ;^2,675  os.  lod.  during  the  year.  The  total 
number  of  contributors  at  the  end  of  the  period  was  349. 
The  receipts  for  the  year  amounted  to  ;f 4,690  17s.  4d., 
while  the  claims  paid  amounted  to  ;£i,54o,  and  the 
annuities  to  £yy2.  19s.   id. 

A  report  by  Mr.  George  Douglas,  actuary,  on  the  fourth 
investigation  of  the  state  of  the  fund  as  at  31st  December 
1906,  was  also  submitted.  It  appeared  from  this  report 
that  over  the  five  years  now  dealt  with  there  had  been  a 
remarkably  close  agireement  between  the  actual  number 
of  deaths  among  contributors  and  the  number  calculated 
upon  according  to  the  Carlisle  Table,  the  figures  being 
20  and  20.09  respectively,  while  over  the  past  fifteen  years 
the  corresponding  figures  had  been  47  and  47.77.  There 
had,  however,  been  an  exceptionally  light  mortality  as 
regards  female  lives,  the  expected  deaths  since  the  insti- 
tution of  the  fund  having  been  calculated  at  6.82,  while 
the  actual  deaths  were  two  only,  both  of  which  occurred 
in  the  five  years  under  review.  The  reporter  had,  there- 
fore, made  a  special  reserve  of  £y}o  against  the  possi- 
bility of  a  recurrence  of  similar  light  mortality  in  the. 
case  of  female  annuitants.  The  rate  of  interest  during 
the  five  years  had  averaged  £^  19s.  7d.,  as  compared 
with  £^  i6s.  lod.  in  the  previous  quinquennium,  while 
the  valuations  proceeded  on  the  assumption  that  3  per 
cent,  only  would  be  earned.  The  report  showed  a 
surplus  at  the  olose  of  the  period  of  ;^8,492  los. 
Included  in  this  were  the  half  fees  of  new  entrants  to 
the  society,  amounting  to  £s>^^7  xos.  In  terms  of  the 
Act  additional  benefits  were  not  entitled  to  participate  in 
the  surplus,  so  far  as  it  consisted  of  these  half  fees,  and 
this  sum  consequently  fell  to  be  divided  among  the 
holders  of  fundamental  benefits.  The  balance  of  surplus, 
amounting  to  j^2,874,  would  be  available  to  be  dis- 
tributed among  all  the  members  and  beneficiaries, 
including  the  holders  of  additional  benefits.  The  reporter 
pointed  out,  however,  that  the  profits  of  the  past  quin- 
quennium had  been  swelled  by  one  or  two  exceptional 
circumstances— such  as  the  high   rate  of  interest  earned. 
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and  th«  cancellation  by  death  of  two  widows*  annuities 
and  one  member's  annuity — and,  further,  that  the  mem- 
bership of  the  fund  being  comparatively  small,  fluctua- 
tion in  mortaJity  must  be  looked  for.  He,  therefore, 
strongly  recommen^ded  that  only  two-thirds,  or 
^1,9x6  IDS.  of  the  sum  of  £2^74  los.,  be  now  allocated, 
and  that  ihb  remaining  £g$S  be  carried  forward  to  the 
next  investigation.  The  Chairman  submitted  a  vesoluiion 
giving  effect  to  these  recommendations. 

Mr.  C.  Maitland  Smith  moved  an  amendment  to  the 
effect  that  the  whole  surplus  should  now  be  divided.  He 
argued  that,  apart  altogether  from  the  half  entrance  fees, 
ample  reserves  had  already  been  created  by  the  extreme 
stringency  of  the  valuation,  and  that,  taking  into  account 
the  fact  that  these  entrance  fees  would  be  available  in 
the  very  unlikely  event  of  a  deficiency,  there  was  no 
possible  excuse  for  carrying  forward  any  sum  for 
prudential  reasons.  To  do  so  would  involve  a  distinct 
injustice  to  all  members  dying  before  the  next  investiga- 
tion, and  in  certain  circumstances  also  to  the  holders  of 
additional  benefits  who  .«rarvived  that  investigation. 

Mr.  A.  D.  L.  Turnbull,  F.F.A.,  then  moved  an  amend- 
ment to  the  effect  that  a  round  sum  of  ;f 2,500  be  divided. 
He  was  seconded  by  Mr.  Smith,  in  the  absence  of  a 
seconder  to  his  own  amendment.  The  original  resolution 
was  adopted,  the  amendment  receiving  no  further 
support. 


Boottish  iBBolvenoles. 


For  the  week  ending  30th  March  the  number  of  insol- 
vencies reported  in  Scotland  was  34,  as  compared  with  27  in 
the  corresponding  week  of  last  year.  The  trust  deeds 
numbered  16,  as  compared  with  17  ;  the  sequestrations  4,  as 
compared  with  4 ;  and  the  petitions  for  cessio  14,  as  com- 
pared with  6.  The  total  number  of  insolvencies  for  the 
thirteen  weeks  of  the  year  is  370,  as  compared  with  336  in 
the  corresponding  period  of  last  year  — the  trust  deeds 
numbering  179  against  151,  the  sequestrations  66  against 
88,  and  the  petitions  for  cessio  125  against  97.  Of  the 
16  trust  deeds  reported  during  the  week,  10  were  granted 
in  favour  of  Chartered  Accountants.  Three  voluntary 
liquidations  of  limited  liability  companies  were  gazetted 
during  the  week,  making  41  for  the  thirteen  weeks. 


XatiR  Vate  of  B)tsconnt« 


Oct.  19th  r9o6 
Jan.  17th  1907 


6% 
5% 


Sword  and  Book.— Though  in  an  occasional  burst  of  atavism 
an  uneducated  man  may  kiss  bis  thumb  instead  of  the  Book,  the 
bulk  of  humanity  take  any  oath  that  is  offered  without  any  deep 
feeling  of  a  religious  sanction,  or  any  particular  fear  of  super- 
natural remits.  It  is  not  altogether  a  matter  of  regret  that  this 
should,  be  so.  Our  ceremony  of  oatb-iaking  is  really  a  Pagan 
one.  Our  very  verb  "  to  swear "  takes  us  back  to  the  pre- 
Christian  days  when  man's  strength  and  his  sword  were  the 
masters,  and  peace  and  goodwill  bad  not  come  to  conquer  the 
earth.  To  swear  was  to  vow  to  Heaven  upon  a  sword.  When 
we  offier  the  Book  to  a  witness  to  swear  upon,  we  really  tender 
him,  not  a  Christian  thought,  but  the  old  Pagan  oath  which, 
splendid  as  it  was.  is  no  longer  of  force.  It  was  a  fine  thing  in 
its  day  when  a  knight  vowed  upon  his  sword  "  to  serve  the  King 
'\ right  well  by  day  and  night,  on  field,  on  wave,  at  ting,  at  board — 
"  in  peace,  in  war,  in  life  or  death  ;  so  help  him  Tbor  and  Odin, 
"  likewise  his  own  good  stvord."  It  is  no  use  replacing  the  sword 
by  the  Book  if  you  retain  the  spirit  of  the  sword  in  the  old  Pagan 
ceremony.  The  word  "  to  swear  "  is  very  closely  related  to  the 
word  "  sword,"  and  the  very  essence  of  swearing,  deep  down  in 
the  root  form  of  the  thing  and  the  word  itself,  is  to  take  one's 
sword  in  one's  right  hand,  and  fight  for  one's  own  side  with  an 
energy  that  will  make  the  Pagan  gods  shout  with  joy  in  the 
Valhalla.  Medical  witnesses  and  land  surveyors  are  real 
Vikings  in  this  respect,  especially,  as  it  seems  to  me,  those  of 
Celtic  origin.— From  "  The  Folk-Lore  of  the  County  Court,"  in 
The  Cornhill  Magazine  for  April. 
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SPECIAL  OFFER 

For     One     Month, 


WB    ARB    OFFERING 


A  DETACHABLE  LEAF 

LEDGER  OUTFIT 


FOR 


£2    12s.    6d. 

It  consists  of  a  "Justso"  Current  Ledger  Binder 
with  Security  Locking  Attachment,  a  Set  of  Celluloid 
Tabbed  Index  Sheets,  and  200  Ledger  Leaves. 

This  afifords  an  eitcellent  opportunity  of  testing  the 
possibilities  of  the  System,  why  not  embrace  it  ? 
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AccoDNT  Book  Experts  ft  Manufacturing  Stationers, 
Dept.  «<A."  79  0RB8HAM  STREET,  LONDON. 


in  (Kitglanb  anb  W&uUb. 

BXAMINATIONB. 


The  next  Examinations  will  be  held  on  the  following 
dates: — 

The  Preliminary  Examination  on  the  4th,  5th,  and  6th 
June  1907. 

The  Intermediate  Examination  on  the  27th  and  28th  May 
1907. 

The  Final  Examination  on  the  29th,  30th.  and  31st  May 
1907. 

Persons  desiring  to  present  themselves  for  examination 
must  give  notice  to  the  Council  at  least  thirty  days  before 
the  date  of  the  Examinations,  at  the  same  time  forwarding 
the  examination  fee. 

Full  particulars  and  forms  may  be  obtained  at  the  office 
of  the  Institute.  Moorgate  Place,  London,  E.C.,  and  at  the 
various  Branch  Libraries. 

By  order  of  the  Council, 

GEORGE  COLVILLE, 

April  1907.  Secretary^ 
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Xea&fn0  Bttfdes. 


Qeors:e  McBain,  Esq.,  C.A. 


r\UR  portrait  this  week  is  that  of 
Mr.  G.  McBain,  C.A.,  the  newly*elected 
President  of  the  Society  of  Accountants  in 
Aberdeen.  Mr.  McBain  is  in  his  forty- 
fifth  year.  He  was  apprenticed  to  Mr.  James 
Tytler,  C.A.,  Aberdeen,  and  he  commenced 
practice  as  an  accountant  in  partnership 
with  his  brother  in  1888  under  the  style  of 
G.  &  J.  McBain.  Amongst  some  of  the  audits 
conducted  by  him  are  The  Great  North  of 
Scotland  Railway,  The  Aberdeen  Savings 
Bank,  The  North  of  Scotland  Canadian 
Mortgage  Co.,  Lim.,  The  Aberdeen  City  Polipe 
Accounts,  The  Aberdeen  City  Tramway 
Accounts,  &c.  &c, 
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Bankruptcy  Reform. — III. 


T  N  our  issue  of  the  23rd  ult.  we  drew  atten- 
tion  to  the  enormous  percentage  of  com- 
paratively small  failures  on  the  part  of  aliem:, 
and  suggested  that  the  principle  of  expelling 
undesirable  aliens  from  the  country  having  now 
been  conceded,  it  would  be  desirable  to  extend 
it  so  as  to  include  inter  alia  fraudulent  bank- 
rupts. In  this  connection  it  is  of  interest  to 
note  that,  a  few  days  after  the  publication  of 
our  article,  Mr.  Registrar  Linklater,  sitting 
in  the  London  Bankruptcy  Court,  stated  that, 
judging  from  the  names  in  the  list  of  cases 
before  him,  he  couJd  hardly  believe  that  he 
was  presiding  in  an  English  Bankruptcy 
Court.  He  drew  attention  to  the  fact  that  a 
squadron  of  foreign  war-ships  was  then  lying 
in  Portsmouth  Harbour,  and  suggested  that  on 
their  departure  they  could  be  made  to  serve  a 
very  useful  purpose.  Mr.  Egerton  S.  Grey, 
the  Official  Receiver,  who  was  in  Court  at  the 
time,  mentioned  that  failures  of  aliens  were 
almost  invariably  attended  by  difficulty  in 
tracing  their  transactions  "owing  to  the  absence 
of  books  and  the  frequency  of  fires,"  and  that 
the  loss  to  creditors  occasioned  by  the  failures  of 
aliens  was  larger  in  proportion  than  that  which 
was  caused  by  the  failure  of  British  traders. 

We  are  glad  to  find  that  both  judicial  and 
official  views  coincide  with  those  that  we  have 
expressed,  and,  indeed,  it  seems  not  improbable 
that  neither  Mr.  Registrar  Linklater  nor 
Mr.  Grey  would  have  thus  expressed  them- 
selves had  not  our  article  of  the  23rd  ult. 
specially  drawn  their  attention  to  the  matter. 
However  that  may  be,  it  must  now,  we  think,  ' 
be  taken  as  being  admitted  beyond  all  question 
that  a  very  considerable  proportion  of  the 
losses  to  the  trading  community  of  this  country 


caused  by  fraudulent  bankrupts  are  caused  by 
aliens,  and  might  be  almost  immediately 
avoided  by  an  extension  of  the  Aliens  Act  to 
permit  the  expulsion  from  this  country  of  all 
undischarged  bankrupts  who  are  not  British 
subjects. 

With  regard  to  the  two  points  mentioned 
by  Mr.  Grey,  the  failure  of  the  alien  bankrupt 
to  keep  proper  books  is  the  more  inexcusable 
in  that  in  his  own  country  such  books  are 
compulsory,  and  thus  he  has  presumably  been 
in  the  habit  of  keeping  them  in  the  past.  The 
British  bankrupt  has  at  least  this  much  excuse 
for  failure  to  keep  proper  books  of  account, 
that  it  is  open  to  him  to  say  that  the  law  does 
not  require  them  to  be  kept,  and  that  he  has 
never  been  in  the  habit  of  keeping  them,  and 
does  not  know  how  to  do  it.  On  the  Continent, 
however,  where  books  of  some  sort  or  another 
are  invariably  compulsory,  it  is  clear  that  all 
traders  must  perforce  learn  how  to  keep  books, 
even  although  their  methods  of  bookkeeping 
may  be  susceptible  to  improvement.  It  may 
further  be  added  that  no  man  who  has  once 
kept  books  of  account  would  ever  afterwards 
discontinue  them  without  dishonest  intent, 
for  the  practical  advantages  of  adequate  book- 
keeping are  such  as  to  be  obvious  to  the  least 
intelligent  when  once  the  matter  has  been 
given  a  fair  trial. 

The  alleged  frequency  of  fires  on  the 
part  of  alien  bankrupts  is  a  matter  which  is, 
perhaps,  of  even  greater  interest  to  Scotland 
Yard  than  to  the  Bankruptcy  Court,  and 
one  which  concerns  insurance  offices  rather 
than  accountants  ;  but  it  is  undoubtedly  an 
ugly  sign,  and  provides  further  evidence — if 
indeed  such  evidence  be  necessary — of  the 
truth  of  the  assertion  that  we  made  in  our 
issue  of  the  23rd  ult.,  that  there  is  a  distinct 
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class  of  alien  who  comes  over  to  this  country 
with  little  or  no  capital,  fails  two  or  three 
times,  and  then  returns  to  his  own  country 
with  a  competence.  If  the  Inspector-General 
in  Bankruptcy  would  in  his  next  Annual 
Report  include  a  detailed  comparison  of  the 
statistics  relating  to  the  failures  of  aliens  with 
the -failures  of  British  subjects,  we  feel  sure 
that  the  result  would  be  most  instructive,  and 
unquestionably  that  Report  would  be  one  of  the 
most  interesting  issued  since  the  1883  Act 
came  into  operation. 


Company    Law    Reform. — II. 


T  N  our  issue  of  the  23rd  ult.  we  discussed  in 
general  terms  the  Companies  Bill  which 
has  been  introduced  by  the  Government,  and 
has  already  passed  its  second  reading  in  the 
House  of  Lords.  In  our  issue  of  the  30th  ult. 
we  reproduced  the  text  of  this  Bill  as  it  at 
present  stands.  It  is  not  our  usual  practice  to 
discuss  in  detail  measures  the  exact  terms  of 
which  are  obviously  anything  but  settled, 
unless  there  is  some  special  purpose  to  be 
§jBrved  thereby.  In  the  present  instance,  how- 
ever, we  think  that  the  importance  of  the 
subject  is  in  itself  a  sufficient  reason  for  us  to 
deal  with  the  projected  reforms  in  some  detail. 
There  is,  moreover,  another  and  perhaps  more 
urgent  reason,  namely,  that  the  Memorandum 
which  precedes  the  Bill — whether  inadvertently 
or  deliberately — omits  all  mention  of  some  of 
those  points  that  are  most  especially  of  interest 
to  accountants  that  are  comprised  in  the  Bill 
itself.  Those,  therefore,  who  are  content  to 
read  the  Memorandum  and  to  assume  ofthand 
that  it  correctly  summarises  the  contents  of 
the  Bill,  will  be  under  a  complete  misappre- 


hension as  to  the  changes  that  it  is  proposed 
to  effect  in  the  existing  law. 

In  our  previous  article  we  referred  to  the 
provisions  requiring  prospectusless  companies 
to  file  a  statement  practically  equivalent  to  a 
prospectus,  to  those  requiring  the  registration 
of  all  charges,  permitting  the  issue  of  irre- 
deemable debentures  and  the  reissue  of 
redeemed  debentures  in  certain  cases.  We 
also  referred  briefly  to  the  provisions  requiring 
the  filing  of  an  annual  Balance  Sheet,  and  the 
filing  of  certain  information  on  the  part  of 
certain  foreign  companies.  The  more  important 
of  the  provisions  not  referred  to  in  the  Memo- 
randum are  those  relating  to  the  issue  of  shares 
at  a  discount  and  the  payment  of  commissions, 
those  more  clearly  defining  the  duties  of 
auditors,  and  those  affecting  the  position  of 
receivers  and  managers  for  debenture-holders. 
There  are  also  certain  provisions  with  regard 
to  the  winding  up  of  companies  that  call  for 
careful  consideration. 

Dealing  first  with  Sections  7,  8,  and  9,  which 
relate  to  the  issue  of  shares  at  a  discount,  it  is 
now  provided  that,  where  a  company  has  con- 
tinually carried  on  business  for  more  than  two 
years  after  the  time  it  was  entitled  to  com- 
mence business,  a  further  issue  of  shares  may 
be  offered  and  issued  at  a  discount,  provided 
the  articles  of  association  authorise  such  issue, 
and  provided  the  rate  of  discount  and  the 
amount  of  commission  be  disclosed  in  the 
prospectus,  or,  if  there  be  no  prospectus,  in  the 
statement  filed  in  lieu  thereof  in  accordance 
with  the  provisions  of  the  Bill.  This  clause 
should  prove  extremely  useful  in  practice,  as 
enabling  a  company  whose  shares  stand  at  a 
discount  to  issue  additional  capital  upon 
equitable  terms  without  having  recourse  to 
subterfuge.    We  think  it  well  that  the  power 
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is  limited  to  companies  that  have  already 
carried  on  business  for  some  reasonable  time, 
so  that,  in  any  event,  the  first  issue  shall  not  be 
made  at  a  discount.  But  bearing  in  mind  the 
facilities  now  sought  to  be  given  by  Section  9, 
enabling  the  vendor  or  promoter  of  a  company 
to  pay  commissions  on  the  placing  of  its  shares, 
it  is  perhaps  open  to  question  whether  it  would 
not  have  been  simpler  to  acknowledge  the 
principle — recognised  in  most  other  countries — 
enabling  a  new  company  to  sell  its  shares  for 
what  they  will  fetch,  whether  it  be  at  a  pre- 
mium or  at  a  discount.  The  provisions  of 
Section  9  already  referred  to  will  no  doubt  go 
a  long  way  towards  removing  the  difficulties 
attending  the  underwriting  of  the  capital  of 
reconstructed  companies;  but  they  will,  we 
think,  require  some  amendment  before  they  can 
be  said  to  altogether  satisfactorily  answer  this 
purpose. 

Closely  connected  with  the  issue  of  capital 
at  a  discount  is  the  power  of  paying  interest 
out  of  capital  during  construction — a  power 
which  has  always  been  freely  granted  to  parlia- 
mentary companies,  but  which  has  hitherto 
been  expressly  withheld  from  companies  regis- 
tered under  the  Companies  Acts.  We  must 
say,  however,  that  we  do  not  at  all  like  the 
principle  involved  in  Section  10,  which  throws 
upon  the  Board  of  Trade  the  responsibility  of 
sanctioning  the  payment  of  interest  in  each 
individual  case.  It  thus  remains  to  be  seen 
whether  the  clause,  if  enacted,  will  ever  become 
operative,  or  whether  it  will  be  stifled  by 
official  requirements ;  while  at  the  same  time 
the  effect  of  such  sanction  by  a  Government 
Department  may,  in  practice,  be  found  to  give 
the  impression  that  the  payment  of  interest 
during  construction  is  per  se  financially  sound. 

Clause  12  throws  upon  any  person  obtaining 


an  order  for  the  appointment  of  a  receiver  and 
manager  of  the  property  of  a  company  the  duty 
of  notifying  the  Registrar  of  Joint  Stock  Com- 
panies of  such  appointment,  under  a  penalty  of 
five  pounds  for  every  day  during  which  the 
default  continues.  One  can  understand  the 
reasonableness  of  the  appointment  of  a  receiver 
and  manager  being  filed  when  the  appointfnent 
is  made  under  powers  contained  in  the  deben- 
ture or  charge  given  by  the  company,  but  it  is 
not  altogether  clear  why  the  plaintiff  in  a 
Chancery  action  should  be  compelled  to  advise 
a  Government  Department  of  the  success 
attending  his  application  to  the  Court.  Prima 
facie  it  would  seem  more  convenient  that 
interested  parties  should  search  the  Court 
records  for  such  information  ;  or,  failing  that, 
the  clause  should  provide  for  the  Registrar  of 
Joint  Stock  Companies  being  officially  advised 
of  any  orders  made  by  the  Court  on  applica- 
tions for  the  appointment  of  receivers  and 
managers. 

Another  clause  that  will  require  very  careful 
consideration — as  affecting  the  position  of 
receivers  and  managers  who  are  officers  of  the 
Court — is  No.  41,  which  requires  them,  at  least 
once  in  every  half-year  while  they  remain  in 
possession,  to  file  with  the  Registrar  of  Joint 
Stock  Companies  an  abstract  in  the  form  pre- 
scribed of  their  receipts  and  payments,  or,  in 
default,  to  incur  a  fine  not  exceeding  fifty 
pounds.  We  are  altogether  at  a  loss  to  under- 
stand why  an  officer  of  the  Court,  who  accounts 
to  the  Court,  should  be  required  to  account 
also  to  the  Registrar  of  Joint  Stock  Companies; 
but  we  can,  of  course,  perceive  the  advantage 
of  requiring  receivers  and  managers  appointed 
under  powers  contained  in  the  debenture 
itself  to  file  accounts  of  this  description,  as 
otherwise  there  is    practically  no  means    by 
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which  interested  parties  can  ascertain  what  is 
being  done  by  those  in  possession  of  the  assets. 
It  is,  however,  important  that  the  position  of 
receivers  and  managers  appointed  by  the  Court 
should  be  duly  recognised,  and  that  their  posi- 
tion should 'not  be  made  unduly  onerous  or 
vexatious  in  order  to  satisfy  the  curiosity  of 
persons  to  whom  the  receiver  is  in  no  way 
accountable. 

Sections  21  to  24,  which  deal  with  the  posi- 
tion of  auditors,  and  other  matters  relating  to 
the  accounts  of  a  company,  are  of  sufficient 
importance  to  call  for  a  separate  article  for 
their  adequate  consideration.  We  pass  on, 
therefore,  to  Sections  25  to  27,  which  insist 
(under  a  penalty  not  exceeding  fifty  pounds 
incurred  by  any  director  or  officer  of  the  com- 
pany knowingly  a  party  to  the  default)  upon 
every  company  holding  a  general  meeting  at 
least  once  in  every  calendar  year,  and  not  more 
than  fifteen  months  after  the  holding  of  the 
last  preceding  general  meeting;  which  gives  the 
Court  power  to  direct  the  calling  of  a  general 
meeting  on  the  application  of  any  one  member 
of  a  company;  and  provides  that,  unless  the 
articles  otherwise  prescribe,  any  person  entitled 
to  vote  at  a  general  meeting  may  demand  a 
poll.  These  provisions  are,  we  think,  excellent 
in  every  way,  save  with  regard  to  the  clause 
rendering  officers  of  a  company  liable  to  a 
penalty  who  are  "  knowingly  a  party"  to  default 
in  the  calling  of  an  annual  general  meeting. 
Inasmuch  as  no  officers  of  a  company  other  than 
the  board  have  power  to  convene  a  general 
meeting  under  any  ordinary  articles  of  associa- 
tion, it  would  be  manifestly  unfair  to  inflict  a 
penalty  upon  officers  merely  because  knowledge 
of  default  could  be  imputed  to  them.  The 
clause,  as  it  stands,  thus  needs  amendment, 
in  the  interests   alike    of   secretaries  and  of 


auditors,  both  of  whom  are,  of  course,  officers 
of  a  company,  and  are  powerless  to  compel 
directors  to  call  a  general  meeting  at  the 
proper  time.  In  this  connection  we  may 
mention  that  we  think  the  present  opportunity 
might  with  advantage  be  taken  to  confer  upon 
all  auditors  the  power,  possessed  by  auditors 
under  the  Railway  Companies  Act  of  1867,  of 
circularising  the  shareholders  at  the  expense  of 
the  company  in  cases  where  they  think  fit. 
This  power  would  entirely  remove  the  objection 
that  has  been  put  forward  in  some  quarters  to 
the  auditors'  report  not  being  printed  at  the 
foot  of  the  published  Balance  Sheet.  That, 
however,  is  a  matter  that  can  be  more  conveni- 
ently discussed  at  length  when  we  come  to 
consider  those  clauses  of  the  Bill  which 
specially  affect  the  duties  of  auditors  as  such. 
Sections  28  to  32,  which  amend  the  law  with 
regard  to  the  winding  up  of  companies,  are  by 
no  means  sensational  in  character.  The  only 
one,  indeed,  that  seems  to  call  for  special 
mention  is  Clause  32,  which  enables  the  Court, 
on  the  application  of  the  liquidator  or  of  any 
interested  party,  to  declare  the  dissolution  of  a 
company  void  at  any  time  within  nine  months 
from  the  date  of  such  dissolution.  Such  a 
clause  may,  in  some  cases,  prove  of  value  to 
creditors,  who  by  that  means  may  secure  a  dis- 
tribution of  assets  unexpectedly  rendered 
available  therefor  which  would  otherwise  fall 
to  the  Crown ;  but  we  are  not  at  all  sure  that 
this  is  the  most  desirable  way  of  dealing  with 
the  situation.  Bearing  in  mind  the  large 
number  of  companies  that  pass  into  voluntary 
liquidation  each  year,  and  are  quietly  wound  up 
by  directors,  or  lay  secretaries,  with  the  express 
object  of  defeating  any  subsequent  inquiry  into 
the  circumstances  attending  their  formation, 
we  think  that  some  procedure  analogous  to  that 
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obtaining  in  bankruptcy  would  be  preferable. 
For  instance,  we  think  it  would  be  better  if  a 
company,  once  registered,  were  never  dissolved ; 
but  that,  upon  the  liquidator  for  the  time  being 
obtaining  his  release,  the  appointment  as  liqui- 
dator should  revert  pro  forma  to  the  Controller 
in  Companies  Liquidation,  who  from  that  time 
onwards  would  possess  all  the  powers  of  a 
liquidator,  and  thus  be  able  to  deal  with  any 
points  that  might  arise  at  any  distance  of  time 
after  the  commencement  of  the  liquidation. 

Section  37  attempts  to  define  a  private  com- 
pany as  one  consisting  of  not  more  than  thirty 
members,  which  by  its  articles  restricts  the 
right  to  transfer  its  shares,  and  prohibits  the 
increase  of  the  number  of  its  members  to  more 
than  thirty  and  also  any  invitation  to  the  public 
to  subscribe  for  any  of  its  shares  or  debentures. 
Unless  such  a  company  be  required  by  its  name 
to  clearly  proclaim  that  it  is  a  private  com- 
pany, our  own  view  is  that  it  would  be  a  great 
mistake  upon  the  part  of  the  Legislature  to 
grant  any  special  privileges  to  a  limited  liability 
company  merely  because  of  the  small  number 
of  its  members.  Such  a  provision  directly 
lends  itself  to  the  formation  of  subsidiary  com- 
panies whose  capital  is  exclusively  held  by 
public  companies,  but  which,  by  reason  of  the 
small  number  of  members  nominally  upon  their 
registers,  are  exempted  from  those  safeguards 
which  are  regarded  as  absolutely  necessary  in 
respect  of  other  similar  undertakings.  We 
have  no  hesitation  in  saying  that  Clause  37  as 
it  stands  would  open  the  door  wide  to  whole- 
sale evasions  of  the  salutary  provisions  con- 
tained in  the  Bill  now  before  us. 


Reduction  of  a  Company '5  Capital. — 11. 

T  N  continuation  of  the  article  which  appeared 

under  the  above  heading  in  our  last  issue, 

we  propose  to  consider  one  or  two  of  the  more 

distinctive  cases  of  reduction  of  capital,  and 


to  point  out  the  effect  of  the  statutory  pro- 
visions on  the  financial  position  of  the  com- 
pany, as  shown  by  its  books  of  account. 

Dealing  first  of  all  with  the  provisions  of 
Section  3  of  the  Companies  Act,  1^80,  enabling 
a  company  to  pay  off  paid-up  capital  out  of 
accumulated  profits,  let  us  suppose  in  the  first 
instance  a  position  of  affairs  such  as  that 
indicated  by  the  following  Balance  Sheet : — 
Balance  Sheet,  31ST  December  1906. 


Liabilities. 

i 
Capital  (100,000  Shares  of 

£1  each) 100,000 

Liabilities 50,000 

Profit  and  Loss  Account      25,000 

£175,000 


Aiuii. 


Fixed  Assets 
Floatiog  Assets 
Cash.. 


80,000 
60,000 

35.000 


£175,000 


In  the  above  pro  forma  example  there  is, 
apparently,  a  profit  of  ;f 25,000  available  for 
distribution,  and  ample  cash  resources  to 
enable  such  a  distribution  to  be  made.  It 
would,  therefore,  be  perfectly  legitimate  for  the 
company,  if  it  so  thought  fit,  to  pay  a  dividend 
of  25  per  cent,  on  its  paid-up  capital. 
Assuming,  however,  that  it  prefers  to  take 
advantage  of  the  provisions  of  Section  3  of  the 
1880  Act,  it  would  be  competent  for  the  com- 
pany instead  to  apply  ^f 25,000  of  its  cash 
resources  towards  a  return  of  5s.  per  share  on 
its  paid-up  capital,  and  assuming  that  such  an 
arrangement  were  carried  into  effect,  the 
position  of  affairs  would  apparently  be  as 
follows : — 

Balance  Sheet,  31ST  December  1906. 


LiahiiitUi. 

£ 
Capital    (100.000    Shares 
of  15s.  each)      . .  75.ooo 

Liabilities 50,000 

Profit  and  Loss  Account      25,000 


£150,000 


AsstU. 


Fixed  Assets 
Floating  Assets 
Cash 


8o«ooo 
60,000 
zo,ooo 


£150,000 


The  peculiarity  of  the  above  Balance  Sheet 
is  that,  although  advantage  has  been  taken  of 
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the  section  before  referred  to,  the  operation 
does  not  appear  to  have  had  the  effect  of  in 
any  way  dealing  with  the  balance  of  ;f  25,000 
standing  to  the  credit  oi  Profit  and  Loss 
Account,  and  some  commentators  have  waxed 
humorous  over  what  they  regard  as  conclusive 
proof  of  the  imbecility  of  the  Legislature  in 
passing  the  Act  of  1880  in  its  present  form. 
Among  others  Lord  Justice  Buckley,  in  his 
well-known  "  Law  and  Practice  under  the 
Companies  Acts,"  has  suggested  that  it  would 
be  competent  for  a  company  to  indefinitely 
repeat  the  process  of  applying  its  accumulated 
profit  to  the  payment  off  of  capital  (if  neces- 
sary presumably  borrowing  money  in  order  to 
supply  itself  with  the  requisite  funds)  until  at 
length  the  time  had  been  reached  that  the 
whole  of  the  original  paid-up  capital  had  been 
returned,  when  there  would  still  remain  a  credit 
balance  on  Profit  and  Loss  Account  available 
for  distribution  entirely  unaffected  by  these 
remarkable  proceedings.  We  do  not  suggest 
for  one  moment  that  his  Lordship  is  not  far 
more  competent  than  ourselves  to  interpret  the 
meaning  of  any  statutory  provision,  and  there 
can,  we  think,  be  little  doubt  that  the  Act  of 
1880,  like  certain  other  measures,  was  drafted 
with  a  considerable  amount  of  looseness.  At 
the  same  time  we  are  unwilling  to  believe  that 
the  Legislature  of  that  day  was  quite  so 
imbecile  as  some  of  its  critics  would  wish  to 
suggest.  We  think  rather  that  it  was  taken 
for  granted  that,  on  the  provisions  of  Section  3 
being  put  into  force,  an  amount  equal  to  the 
amount  paid  to  the  shareholders  by  way  of  a 
return  of  paid-up  capital  should  be  debited  to 
Profit  and  Loss  Account  and  credited  to  a 
Capital  Reserve  Account,  in  which  event  the 
Balance  Sheet  would  assume  the  following 
form : — 


Balance  Sheet,  31ST  December  1906. 


Liabilities 

i 
Capital  (100,000  Shares  of 
iss.  each)  . .        . .      75fOoo 

Liabilities 50,000 

Capital  Reserve  Account      25,000 

£150,000 


Atieii. 


Fixed  Assets 
Floating  Assets 
Cash.. 


80,000 
60,000 

10,000 


£150,000 


An  obvious  advantage  to  the  company  of 
applying  its  available  resources  towards  a 
return  of  paid-up  capital  instead  of  applying 
them  towards  the  payment  of  a  dividend  is 
that  without  incurring  any  additional  expen- 
diture, and  without  depriving  shareholders  of 
money  actually  available  for  distribution,  the 
company  reduces  the  amount  upon  which  in 
future  it  will  be  expected  to  pay  dividends. 
Thus,  in  the  case  already  cited,  after  the  reduc- 
tion of  capital  has  been  effected  an  annual 
profit  of  3^7,500  would  suffice  to  pay  a  dividend 
of  10  per  cent,  per  annum,  instead  of  ^\  per 
cent,  per  annum  only ;  and  thus,  assuming  the 
prosperity  of  the  undertaking  can  be  main- 
tained, the  market  value  of  its  shares  would  be 
relatively  improved.  That  is  to  say,  assuming 
the  jf  I  reduced  shares  originally  stood  at  £2  per 
share,  the  reduced  15s.  shares  would  stand  at 
considerably  more  than  30s.  per  share,  and 
would,  indeed,  bearing  in  mind  the  enhanced 
rate  of  dividend  and  the  existence  of  a  capital 
reserve,  probably  stand  at  more  than  £z  per 
share,  although  nominally  only  15s.  per  share 
paid  up.  A  further  advantage  to  be  derived 
from  the  employment  of  Section  3  would  be 
that  the  company  might  reserve  the  right,  in 
case  of  need,  of  again  calling  up  the  5s.  per 
share  returned  out  of  profits  ;  thus  in  effect 
enabling  it  to  obtain  all  the  practical  advan- 
tages of  a  liberal  immediate  return  to  share- 
holders, with  the  latent  advantage  of  being  able 
to  call  upon  the  shareholders  to  refund  that 
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return    at    any    future    time,   should    altered 
circumstances  render  that  course  desirable. 

The  only  other  form  of  reduction  of  capital 
which  it  appears  to  us  may  with  advantage  be 
explained  with  the  aid  of  pro  forma  examples 
is  the  more  customary  provision  enabling  a 
company  to  cancel  or  write  off  paid-up  capital 
as  being  lost,  or  unrepresented  by  available 
assets.  In  this  connection  let  us  suppose  a 
position  of  affairs  such  as  that  indicated  by  the 
following  Balance  Sheet : — 

Balance  Sheet,  31ST  December  1906. 


LiabUities. 

£ 
Capital  (100,000  Shares  of 

£  z  each) xoo,ooo 

Liabilities 50,000 


£150,000 


Assets. 

£ 
Fixed  Assets        . .        . .     100,000 
Floating  Assets    . .        . .       29,000 

Cash I  000 

Profit  and  Loss  Account      20,000 


£150,000 


There  is  here  an  adverse  balance  on  Profit 
and  Loss  Account  of  £20,000,  and  although  it 
is  by  no  means  certain  that  future  profits 
cannot  be  applied  towards  the  payment  of 
dividends  until  this  loss  has  first  been  made 
good  out  of  such  future  profits,  there  can  be 
little  doubt  that  the  credit  of  a  company 
adopting  such  a  course  would  be  adversely 
affected,  and  that  the  market  price  of  its  shares 
would  be  unduly  depressed  through  a  fear  that 
such  a  hand-to-mouth  policy  could  of  necessity 
only  be  continued  for  a  comparatively  short 
time.  It  may  well  be  therefore,  that,  under 
such  circumstances,  the  company  would  be 
desirous  of  carrying  through  a  scheme  for  the 
reduction  of  its  capital,  and  if  at  the  same 
time  an  inquiry  into  the  value  of  its  assets 
disclosed  the  fact  that  the  current  value  of  its 
fixed  assets  was  but  £80,000,  and  the  realisable 
value  of  its  floating  assets  but  £19,000,  the 
expediency  of  carrying  through  such  a  scheme 
would,  of  course,  be  further  emphasised. 


In  such  a  case  there  could  be  no  difficulty  in 
satisfying  the  Court  that  out  of  the  company's 
paid-up  capital  of  £100,000,  £50,000  had  been 
lost,  or  was  unrepresented  by  available  assets ; 
and  thus,  subject  to  the  usual  formalities,  a 
scheme  would  doubtless  be  sanctioned  which, 
when  carried  through,  would  have  the  effect 
disclosed  by  the  following  Balance  Sheet : — 
Balance  Sheet,  31ST  December  1906. 


Liabilities. 

£ 
Capital  (£100,000  Shares 

of  los.  each)      . .        . .       50,000 
Liabilities 50.000 

£100,000 


Assets. 


Fixed  Assets 
Floating  Assets 
Cash . . 


£ 

80.000 

19,000 

1,000 

£100,00 


The  financial  position  of  the  company  as  here 
disclosed  is  certainly  in  every  way  more  favour- 
able than  before  the  scheme  for  reduction  had 
been  embarked  upon.  The  company's  assets 
now  stand  in  its  books  at  a  reasonable  valua- 
tion ;  any  future  profits  will  be  at  once  avail- 
able for  distribution,  and  when  so  distributed 
will  be  divided  over  a  smaller  paid-up  capital, 
and  will  thus  represent  a  proportionately  higher 
rate  of  dividend.  It  is  reasonable  to  suppose, 
therefore,  that  the  immediate  effect  of  the 
reduction  will  be  to  increase  the  market  price 
of  the  shares,  although  their  nominal  value  has 
been  reduced  from  £1  to  los.  each. 

We  have  intentionally  simplified  the  fore- 
going example  by  omitting  all  reference  to  a 
Reserve  Fund  of  any  form.  Ordinarily  speak- 
ing, it  may,  we  think,  be  safely  taken  that  while 
there  is  an  adverse  balance  on  Profit  and  Loss 
Account  there  can  be  no  such  thing  as  a 
Reserve  Fund  representing  an  accumulation  of 
divisible  profits  which  it  has  been  deemed 
desirable  to  set  aside  for  future  contingencies. 
The  incurring  of  a  loss  on  Revenue  Account  is 
one  of  the  contingencies  against  which  such  a 
Reserve  Fund  is  provided,  and  its  effect  is^o 
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ianto  and  automatically  to  reduce — and,  if 
necessary,  extinguish — the  Reserve  Fund.  Thus 
it  is  impossible  for  a  company  to  have  at  the 
same  time  a  debit  balance  on  Profit  and  Loss 
Account  and  a  credit  balance  on  a  General 
Reserve  Fund.  Sometimes,  however,  Reserve 
Funds  are  accumulated  under  such  circum- 
stances that  they  represent  rather  a  Capital 
than  a  Revenue  item ;  as,  for  instance,  when 
they  have  been  built  up  out  of  premiums 
received  on  shares.  It  was  decided  in  Hoare's 
case  that  a  Capital  Reserve  of  this  description 
need  not  be  applied  towards  reducing  revenue 
losses  before  the  company  applied  to  the  Court 
for  its  sanction  to  a  scheme  for  the  reduction 
of  capital.  But,  under  ordinary  circumstances, 
we  think  it  may  safely  be  stated  that  as  the 
General  Reserve  Fund  must  be  applied  auto- 
matically towards  making  good  losses  on 
Revenue  Account,  so  the  Capital  Reserve  Fund 
must  be  applied  automatically  towards  making 
good  losses  on  Capital  Account  before  it  could 
be  truthfully  said  that  the  existing  paid-up 
capital  is  unrepresented  by  available  assets. 
As  the  capital  assets  shrink  in  value  the  posi- 
tion would  normally  be  that  in  the  first 
instance  there  would  be  no  assets  left  to  repre- 
sent the  Capital  Reserve,  which  would  naturally 
then  drop  out  of  existence ;  and  not  until  that 
result  had  been  brought  about  could  it,  we 
think,  be  truthfully  said  that  the  capital  assets 
owned  by  the  company  were  not  of  sufficient 
value  to  represent  its  paid-up  capital.  Hoare's 
case  was  peculiar,  in  that  the  object  of  the 
application  was  to  enable  the  vendors  to  take 
upon  themselves  a  loss  which,  but  for  the  pass- 
ing of  some  such  scheme,  would  necessarily 
fall  upon  those  who  had  applied  for,  or  had 
acquired,  shares  for  cash.  In  such  a  case, 
very  naturally  the  Courts  would,  if  necessary. 


even  strain  a  point  to  regularise  such  a 
proceeding.  Under  normal  circumstances, 
however,  we  feel  convinced  that  the  attitude 
of  the  Court  would  be  determined  by  the 
principles  that  we  have  laid  down  in  this 
article,  and  that  Hoare's  case  would  not  be 
allowed  to  be  quoted  as  a  precedent  unless  all 
the  circumstances  were  similar. 

In  our  next  article  we  propose  to  consider 
the  effect  of  reduction  schemes  in  cases  where 
there  is  more  than  one  class  of  share  capital, 
and  where,  therefore,  the  loss  arising  from 
the  reduction  is  not  borne  pro  rata  by  all  the 
shareholders  of  the  company. 


TRneebls  Tlotea* 


One-Man  ^^  Financial  News  states  that  it  is  the 
Oompaniei.  general  opinion  in  the  City  that  no 
new  Companies  Bill  will  be  satisfactory  which  does 
not  deal  with  the  great  and  growing  evil  X)f  one-man 
companies,  the  abuses  of  which  have  long  been 
recognised,  but  have  so  far  not  engaged  serious 
attention.  For  what  it  is  worth,  it  may  be  pointed 
out  that  so  far  as  it  goes  the  new  Companies  Bill, 
by  conferring  special  privileges  to  so-called  private 
companies,  is  really  going  somewhat  out  of  its  way  to 
encourage  the  particular  class  of  undertaking  that 
attracts  the  hostility  of  our  contemporary — and  also,  for 
that  matter,  of  most  of  the  trading  community. 


Our  contemporary  The  Financial  News 
Ofllclali  ai      1°  ^  recent  issue  draws  attention  to  a 
Company       prospectus  that  has  been  issued  by  the 
Promottfi.      ^.^.j  sgj.^ice  New  Departure  Building 
Company,    Lim.,    the    board    of    which   is    stated  to 
consist  of  three  members  of  His  Majesty's  Office  of 
Works,  the  Consulting  Actuary  the  Actuarial  Advisor 
of  the  Board  of  Trade,  and  the  Auditor  a  member  of 
the  Bankruptcy  Department  of  the  Board  ot  Trade. 
The  conclusion  that  might  readily  be  gathered  from 
this  document  is  that  it  is  an  official  concern,  sanc- 
tioned and  approved  by  the  Government  Departments 
mentioned,  but  whether  or  not  this  is  the  case,  the 
desirability  of  allowing  civil  servants  to  accept  director* 
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ships  and  other  appointments  under  limited  companies, 
and  to  allow  themselves  to  be  advertised  as  such,  with 
their  official  designations  attached,  may  well  be 
questioned.  Only  the  other  day  the  Secretary  of  State 
for  the  Colonies  issued  a  circular  letter  deprecating  the 
association  of  ex-Colonial-Govemors  with  undertakings 
formed  to  exploit  the  natural  resources  of  the  countries 
to  which  they  had  recently  been  officially  attached. 
Whatever  objection  may  be  raised  to  such  connection 
between  companies  and  ex-Governors  applies  with  ten- 
fold force  to  those  who  are  at  the  present  time  drawing 
full  pay  as  Government  officials. 


^   ^    ^,^       In  our  issue  of  the  oth  ult.,  we  drew 
The  Oardiff  ^ 

Tramvay         attention  to  the  report  of   Mr.  John 

Ftnancei.  AUcock,  F.S.A.A.,  the  new  Cardiff  City 
Treasurer,  in  which  attention  was  drawn  to  the 
inadequate  provision  that  had  been  made  in  the  past 
for  depreciation  of  assets  in  the  Municipal  Tramways 
Department— a  deficiency  which  would  have  to  be 
made  good  by  the  setting  aside  annually  of  a  sum  of 
;f5,5oo  for  the  future.  We  also  mentioned  that  this 
report  had  been  referred  to  the  Tramways  Manager 
and  City  Engineer  for  their  consideration.  We  under- 
stand that  Mr.  Allcock's  report  and  recommendation 
have  now  been  adopted  without  any  qualification  or 
amendment,  and  that  it  has  been  resolved  to  include 
the  sum  of  ;f5,5oo  as  the  first  instalment  of  the 
necessary  Depreciation  Fund  in  the  estimates  for  the 
year  19078.  It  is  satisfactory  to  know  that  the  Council 
has  duly  appreciated  its  responsibility  to  now  place  the 
affairs  of  its  Tramways  Department  upon  a  sound 
financial  basis.  It  is  important  to  bear  in  mind,  how- 
ever, that  by  its  present  attitude  it  admits  that  the 
profits  that  have  been  shown  on  its  past  annual  accounts 
have  been  entirely  fictitious ;  and  it  must  not  be  over- 
looked that  the  question  of  Depreciation  in  connection 
with  the  Electric  Lighting  Department  has  yet  to  be 
considered  and  dealt  with  upon  the  same  sound  lines. 


Pabllc  ^^^  Rochdale  Observer  of  the  23rd  ult. 

Ezamlnatloiii  in  devotes  nearly  two  columns  to  a 
Bankraptey.  verbatim  report  of  the  public  exami- 
nation of  one  Brooks,  trading  as  Watkinson  &  Co., 
before  Mr.  Registrar  Worth  at  the  Bankruptcy 
Court  at  Rochdale.  From  the  account  before  us  it 
appears  that  the  bankrupt,  on  his  own  admission, 
obtained  credit  by  submitting  to  one  of  his  creditors  a 
balance  Sheet  which  was  admittedly  incomplete,  and 


in  which  his  financial  position  was  misrepresented  in 
material  particulars.  In  reply  to  a  question  asked  by 
the  Registrar  as  to  whether  the  witness  knew  that  he 
was  practically  obtaining  money  by  false  pcetences,  the 
witness  replied  in  the  affirmative.  The  precise  details 
of  this  case  are  of  no  general  interest.  It  odburs  to  us, 
however,  to  inquire  whether  it  is  the  function  of 
Registrars  presiding  at  public  examinations  in  bank- 
ruptcy to  endeavour  to  secure  from  the  witness 
evidence  that  might  be  used  against  him  at  a  sub- 
sequent prosecution.  We  have  always  understood 
that  J)  bankrupt  could  not  be  required  to  answer 
questions  when  the  answers  might  tend  to  incriminate 
him.  If  our  supposition  is  correct,  it  necessarily  follows 
that  the  bankrupt  should  be  cautioned  before  an 
incriminating  question  is  put  to  him.  According  to 
the  report  before  us,  no  such  caution  appears  to  have 
been  administered,  and,  if  the  report  is  correct,  the 
bankrupt  would  appear  to  have  good  ground  for  com- 
plaint as  to  the  manner  in  which  the  public  examina- 
tion was  conducted.  We  need  hardly  say  that  we 
have  no  sympathy  whatever  with  persons  who  obtain 
credit  by  means  of  misrepresentation,  but  that,  of 
course,  has  nothing  to  do  with  the  matter  under 
discussion. 


A  Oare  for  Under  the  above  heading,  Mr.  Harvey 
Municipal  Preen,  F.C.A.,  has  oontribuled  an  in- 
Extravagance.  teresting  letter  to  The  Times,  which  we 
reproduce  in  another  column  of  the  present  issue.  Mr. 
Preen,  we  need  perhaps  hardly  remind  our  readers, 
has  for  some  little  time  past  been  responsible  for  the 
finances  of  the  City  Corporation,  which,  under  his 
guidance,  have  assumed  a  most  satisfactory  position. 
He  is  thus  able  to  speak  from  experience  on  the 
subjects  of  municipal  finance  and  the  control  of  mani- 
cipal  expenditure.  Those  who  have  studied  the  subject 
will  doubtless  agree  with  him  that  expenditure  can  best 
be  controlled  by  the  application  of  a  system  of 
percentages  and  comparisons  over  several  years.  It 
may  be  added,  however,  that  perhaps  the  most  serious 
bar  to  economy  is  the  practice  so  generally  obtaining 
of  regarding  it  as  a  reproach,  rather  than  as  matter 
for  commendation,  that  the  original  estimates  exceeded 
the  expenditure  subsequently  found  to  be  necessary. 
Wherever  heads  of  departments  make  it  a  point  of 
honour  to  spend  every  farthing  that  has  been  voted  to 
them  during  the  current  period,  it  must  necessarily 
follow  that  at  least  a  substantial  portion  of  such 
expenditure  is  unnecessary,  and  therefore  wastefuL    In 
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this  respect  there  is  probably  no  greater  sinner  than 
the  central  Government.  It  is  an  open  secret  that  in 
all  departments  of  the  public  service  expenditure  upon 
a  most  reckless  scale  is  undertaken  at  the  close  of  each 
fiscal  year,  because  it  is  considered  that  unless  the 
sums  voted  are  expended,  great  difficulty  will  be 
experienced  in  securing  a  vote  for  an  equal  amount  for 
the  ensuing  year.  If  unexpended  balances  could  be 
carried  forward — being,  of  course,  duly  noted  on  the 
estimates  for  the  ensuing  period — this  scramble  to  spend 
mooey  at  the  last  moment,  merely  for  the  sake  of 
spending  it,  would  be  effectively  discouraged. 


The  Conncil  of  the  The  current  issue  of  The  Law  Timts 
Law  Society.  states  that  there  is  a  strong  feeling 
among  many  solicitors  that  the  constitution  of  the 
Council  of  the  Law  Society  has  been  far  from  satis- 
factory, and  that  the  introduction  of  new  blood  would 
certainly  tend  to  bring  the  Council  more  into  line  with 
the  profession  at  large.  Our  contemporary  accordingly 
favours  a  suggested  change,  which  will  be  brought 
forward  at  the  next  meeting  of  the  Society  in  the  form 
of  a  motion  to  provide  that  the  ten  members  of  the 
Council  of  forty  who  retire  in  each  year  shall  not  be 
eligible  for  re-election  for  a  year  after  their  retirement. 
No  self -elected  body,  or  any  body  that  practically 
occupies  that  position,  can,  our  contemporary  thinks, 
voice  the  opinion  of  any  profession,  and  it  is  pointed 
out  that  it  is  because  of  the  fact  that  the  General 
Council  of  the  Bar  is  elected  by  and  is  truly  represent- 
ative of  the  whole  of  the  profession  that  its  opinions 
carry  the  weight  that  they  undoubtedly  do.  We  are 
not  altogether  sure  that  the  General  Council  of  the  Bar 
is  regarded  as  a  model  institution  by  all  barristers ;  but, 
be  this  as  it  may,  there  can  be  little  doubt  that  the 
Council  of  the  Law  Society  has  lost  much  of  its  hold 
upon  the  rank  and  file'  by  its  attitude  towards  the 
motion  for  the  appointment  of  a  committee  to  inquire 
into  the  matter  of  Solicitors*  Accounts  and  Audit;  while 
it  is  notorious  that  although  the  Council  is  representative 
of  the  respectability  and  learniog  of  the  lower  branch 
of  the  legal  profession,  it  can  hardly  be  regarded  as 
representative  of  that  profession  in  its  most  up-to-date 
developments.  The  rule  th|it  retiring  members  should 
not  be  immediately  eligible  for  re- election  has  been 
found  to  work  well  among  other  bodies— as,  for  example, 
the  Glasgow  Institute  of  Chartered  Accountants — 
securing  as  it  does  a  continual  accession  of  new  blood, 
while  enabling  useless  members  to  be  dropped  out 
without  hurting  anyone's  feelings. 


The  CoMt  of  III  view  of  the  handsome  surplus  that 
Appeal  BUI.  the  Chancellor  of  the  Exchequer  will 
have  to  deal  with  in  the  course  of  the  next  few  days,  it 
is  to  be  hoped  that  the  claims  of  litigants  awaiting 
justice  will  no  longer  be  overlooked,  and  that  additional 
Judges  will  be  appointed  both  in  the  Court  of  Appeal 
and  in  the  King's  Bench  Division,  thus  permitting  the 
Lord  Chancellor  to  withdraw  his  Court  of  Appeal  Bill, 
which  has  been  condemned  in  all  quarters  as  a  wholly 
inadequate  attempt  to  deal  with  the  present  congested 
state  of  the  Courts.  If  the  circuit  system  could  be 
reformed,  so  that  the  time  wasted  by  Judges  in  attend- 
ing assizes  at  remote  country  towns  where  no  prisoners 
await  trial  could  be  rendered  available  for  the  hearing 
of  cases  urgently  awaiting  decision  in  London,  it  is 
probable  that  no  addition  to  the  present  judicial  staff 
would  be  necessary ;  but,  as  it  seems  hopeless  to  expect 
any  reform  of  the  circuit  system,  the  only  alternative 
would  appear  to  be  to  appoint  additional  Judges. 
Certainly  the  number  of  Judges  has  not,  during  the  past 
twenty  years,  kept  pace  with  the  increase  of  popula- 
tion, and  thus  a  couple  of  fresh  appointments  would 
seem  to  be  entirely  reasonable,  more  especially  as  there 
is  at  the  present  time  no  financial  difficulty  to  be  faced 
in  connection  with  the  matter. 

Dlitrlct  Auditor!  Mr.  F.  M.  Adams,  the  District 
and  Bnrohar^es.  Auditor  appointed  to  audit  the 
accounts  of  the  Wallasey  Council,  appears  to  have 
been  by  no  means  satisfied  with  the  preparations  that 
had  been  made  for  his  coming.  He  reports  that  the 
accommodation  provided  by  the  Council  was  insuffi- 
cient and  inconvenient,  and  expresses  the  hope  that 
on  future  occasions  they  will  be  able  to  give  him  more 
room,  in  a  position  nearer  to  the  Council  offices.  With 
regard  to  the  accounts  themselves,  he  complains  of  the 
way  the  General,  Gas  and  Water,  Ferries,  and  Elec- 
tricity Accounts  are  kept  together,  stating  that  in  one 
instance  a  great  waste  of  time  in  making  up  and 
auditing  the  accounts  is  caused,  while  another  method 
of  accounting  makes  audit  next  to  impossible.  Whether 
or  not  these  difficulties  had  the  effect  of  increasing  the 
critical  sense  of  Mr.  Adams  we  cannot  say,  but  the 
result  of  his  audit  for  the  year  ended  March  1906 
(which,  by  the  way,  is  only  just  concluded)  has  been  to 
surcharge  various  members  of  the  Council  with  a  total 
sum  amounting  to  £1^2  19s.  3d.,  mostly  for  expenses 
attending  various  conferences  and  meetings— as,  for 
example,  the  annual  meeting  of  the  Institute  of 
Municipal  Treasurers  and  Accountants,  the  Municipal 
Electrical  Conference,  and  the  like. 


476 


THE    ACCOUNTANT 


April  13,  1907. 


TheOentral  ^^  ^°  extraordinary  general  meeting 
iniarance  of  the  Central  Insurance  Company, 
Company,  Urn.  Lim.,  held  at  the  Cannon  Street  Hotel 
on  the  4th  inst.,  the  resolution  passed  at  a  meeting 
held  on  the  15th  ult.  was  confirmed :  That  the  com- 
pany be  wound  up  voluntarily,  and  that  its  general 
manager  be  appointed  liquidator  for  the  purpose  of 
such  winding-up.  A  further  resolution  was  passed  con- 
firming an  agreement  entered  into  by  the  company  on 
the  5th  ult.  for  the  sale  of  its  undertaking  and  assets 
to  the  London  and  Liverpool  and  Globe  Insurance 
Company. 


Tube  RlD^ 


Birmingham,  which  has  been  the 
scene  of  many  attempted  price  com- 
binations, is  to  witness  another  experiment  on  discrimi- 
native lines,  for  it  is  reported  that  an  association  of 
close-joint  tube  makers  in  that  city  and  district  has 
been  formed  for  the  purpose  of  regulating  prices.  At 
present  the  scheme  of  operations  is  very  meek  and 
mild,  but  it  will  be  interesting  to  note  whether  this  new 
ring  meets  with  any  better  fate  than  its  predecessors. 


Traitae  '^^^    Lords     Commissioners    of    the 

Investmeiit.  Treasury  have  given  notice  that  the 
provisions  of  the  Colonial  Stock  Act,  1900,  have  been 
complied  with  in  respect  of  Western  Australia  Three 
and  a- Half  per  cent.  Inscribed  Stock.  It  should  be 
noted  that  the  restrictions  mentioned  in  Section  2 
Sub-section  2,  of  the  Trustee  Act,  1893,  apply  to  this 
stock.  Similar  stocks  of  South  Australia  and  New 
South  Wales  have  recently  be^n  brought  within  the 
same  privileged  area. 


DeoUlom  Our  readers  should  note  that  the 
Reveried.  decision  in  the  case  of  Oppenheimer  v, 
Frazer  &  Wyatty  wjiich  gave  rise  to  some  recent 
comments  on  the  Factors  Act,  1889,  has  been  reversed 
on  appeal.  The  decision  of  Mr.  Justice  Bigham  in  Re 
Button,  to  which  we  drew  attention  recently,  has  also 
been  upset  by  the  Court  of  Appeal. 

Marine  Probably  most  people  are  well  aware 

intnranoe.  that  an  owner  is  said  to  be  his  own 
insurer  for  the  difference  between  the  value  of 
the  property  and  the  amount  of  the  policy.  In 
marine  insurance,  therefore,  he  would  be  entitled 
to  participate  proportionately  in  the  value  of  any 
salvage  remaining  after  a  total  loss.     This  is  well 


illustrated  in  the  case  of  The  Commonwealth,  where  a 
ship  valued  at  ;fi,35o,  insured  for  ;fi,ooo,  was  sunk 
in  collision.  The  underwriters  paid  the  ;fi,ooo  and 
brought  an  action  against  the  owners  of  the  other 
vessel,  recovering  /'i,ooo,  which  was  stated  to  be  the 
value  of  the  ship.  Then  came  a  disagreement  as  to 
whether  or  no  the  underwriters  were  entitled  to  this 
sum  in  full.  The  Court  of  Appeal  decided  that,  as  the 
owner  was  his  own  insurer  to  the  extent  of  ;f350,  he 
was  entitled  to  j^f^  of  the  amount  recovered  by  the 
underwrit'5rs.  It  should  be  remembered  that,  accord- 
ing to  Section  81  of  the  Marine  Insurance  Act,  the 
valuation  in  the  policy  is  conclusive  as  between  parties. 


A  Wlndln^-np     An  interesting    company  case    canne 
Point.  before  Mr.  Justice  Parker  recently  (Re 

Hermann  Lichtenstein  &  Co,).  The  X  company  was 
registered  on  29th  December  1905.  Vendor  was  paid 
partly  in  shares  and  partly  in  debentures.  Company 
failed  to  pay  interest  on  debentures  due  29th  September 
1906.  In  October  1906  an  execution  was  levied,  and 
on  November  ist  in  that  year  the  debenture-holders 
appointed  A.  B.  receiver  and  manager.  Company 
went  into  voluntary  liquidation  on  9th  November  1906, 
and  A.  B.  was  also  appointed  liquidator.  Liquidator 
estimated  that  after  paying  debenture-holders  and 
preferential  creditors  "  there  would  be  a  small  deficit." 
Petition  presented  by  an  unsecured  creditor  for  a  com- 
pulsory order.  Total  unsecured  creditors,  ;f6,ooo. 
Creditors  to  extent  of  ;f  2,700  were  willing  that  A.  B. 
should  continue  the  voluntary  winding-up,  but  they  did 
not  oppose  the  application  for  compulsory  order. 
Creditors  representing  ;f300  objected  to  A.  B.  continu- 
ing. For  the  debenture-holders  it  was  argued  that 
there  was  no  right  in  the  unsecured  creditors  to  a  com- 
pulsory winding-up  after  voluntary  liquidation  had 
commenced,  unless  it  could  be  shown  that  the  unofficial 
realisation  prejudiced  the  creditors.  It  was  held, 
however  (following  Re  Criggleston  Coal  Company,  Lim.), 
that  an  unsecured  creditor  was  entitled  to  have  a  com- 
pulsory winding-up  on  showing  that  there  was  a  primd 
facie  case  for  inquiry,  and  without  proving  that  the 
voluntary  liquidation  would  prejudice  him. 


Limited 
Partntrihlp. 


The  General  Council  of  the  Bar,  in 

the  annual  statement  1906-7,  report  as 

follows  upon  the  Limited  Partnerships  Bill  (1906)  :— 

(i)  Drafters  of  Bill  do  not  seem  to  have  sufficiently 

considered  its  provisions  in  connection  with  the 
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provisions  of  the  PartDcrship  Act,  1890,  and  of 
the  Bankruptcy  Acts. 
(2)  The  eflfect  of  Section  6  of  the  Bill  is  to  repeal 
Section  3  (3)  (d)  of  the  Partnership  Act,  1890, 
while  it  contains  no  provision  for  the  duration  of 
the  limited  partnership  as  required  by  another 
section  of  the  same  Bill,  or  that  the  contract 
should  be  in  writing. 

Section  8  of  tbfe  Bill  should  be  amended  so  as 
to  admit  of  the  usual  expulsion  clause  common 
to  most  partnership  deeds. 


(3) 


lUitAn  of         Those  of  our  readers  whose  practice 

AmDgenMiit.     embraces  insolvency  work  should  not 
Important  fino, 

omit    to    note    the    decision    in    Re 

Saumarez;  ex  parte  The  Trustee,  The  facts,  as  reported, 
were :— In  October  1905  A.  called  a  meeting  of  press- 
ing creditors,  when  it  was  agreed  that  no  proceedings 
should  be  taken  in  consideration  of  certain  assets  being 
banded  over  for  the  benefit  of  these  creditors.  On 
15th  January  1906  A.  accordingly  executed  a  deed  of 
arrangement,  which  was  binding  only  on  the  creditors 
named  therein  who  executed  it.  The  debts  due  to 
creditors  under  the  deed  amounted  to  ;f  6,056  17s.  yd., 
and  outside  creditors'  claims  were  ;f  60  12s.  Receiving 
order  made  20th  September  1906,  Adjudication  24th 
September  1906.  Trustee  in  bankruptcy  applied  to 
set  aside  deed  of  arrangement  for  benefit  of  creditors 
as  void  for  want  of  registration.  It  was  held  that  the 
deed  was  not  an  assignment  for  the  benefit  of  creditors 
generally,  and  did  not  require  registration. 


The  following  table  from  The  Financial 
Times  shows  the  new  capital  issues  for 
last  month  contrasted  with  the  previous  month  :— 


Description 


Public  Loans 

Fiaancial  

Couijnercial  &  Miscellaneous 
New  Issues  by  Existing  Com - 

^vtnies 

Mining 

Toul 


March  1907 


February  1907 


No.  of 
New 
Issues 


28 

3 


Share  and 
Debenture  I  No.  of 
Capital  or  ,    New 


Amoutit  of 
Loans 


Issues 


£      I 

27,802,000  ! 
2,000,000  J 
3,420,256 

540,000  ; 


3 
3 

8 

z 


£33,762.256  I      39 


Share  and 
Debenture 
Capital  or 
Amount  of 
Loans 


£ 
1,517,000 
1,625,000 
1,611,000 

15.876,000 

32,500 


£20,661,500 


The  Japanese  issue  of  ^£'23,000,000  accounts  for  the 
greater  portion  of  the  increase  in  public  loans,  and  so 
far  as  the  remaining  items  are  concerned  there  does 
not  seem  to  be  much  that  is  encouraging  from  the 


industrial  point  of  view.  It  is  very  interesting  to  note 
that  the  total  issues  for  the  March  quarter,  amounting 
to  ^£'64,518,756  are,  with  the  exception  of  1902,  the 
highest  during  the  last  ten  years. 


The  Audit  of  Looai  ^  '^*'^^^  correspondent,  signing  himself 
Anthoritiei*  "  Spectator,"  provides  an  interesting 
Aooounto.  contribution  to  the  present  discussion 
as  to  the  best  means  of  auditing  the  accounts  of  local 
authorities,  although  we  cannot  say  that  we  agree  with 
all  his  conclusioDS.  "  Spectator "  admits  that  the 
audit  by  District  Auditors  attached  to  the  Local  Govern- 
ment Board  is  unsatisfactory,  because  the  District 
Auditors  are  not  always  the  best  qualified  persons,  and 
it  is  quite  possible  sometimes  that  they  do  not  "  carry 
quite  big  enough  guns.*'  His  suggestion  is  that  a  page 
should  be  taken  out  of  the  Imperial  Accounts  Book, 
and  that  a  Comptroller  and  Auditor-General  should  be 
appointed,  responsible  direct  to  Parliament,  and  not  to 
any  Government  Department ;  and  that,  while  he  should 
have  access  to  expert  advice  in  the  shape  of  a  Chartered 
Accountant  or  Chartered  Accountants,  his  staff  should 
consist  of  intelligent  men  of  the  same  class  as  the  staff 
of  the  Comptroller  and  Auditor-General  at  the 
Embankment,  who  would  soon  acquire  the  necessary 
knowledge  to  enable  the  District  Auditor- General  to 
report  to  Parliament  with  authority.  If  the  District 
Auditor- General  were  selected  from  among  the  ranks 
of  those  really  competent  to  audit  the  accounts  of  local 
authorities,  and  if  he  were  given  a  free  hand  to  provide 
himself  with  a  competent  stafi"  unfettered  by  Civil 
Service  rules,  the  plan  might  work  excellently  in 
practice,  although  we  must  confess  that  for  our  own 
part  we  think  it  would  only  be  a  question  of  time  before 
the  taint  of  officialism  settled  down  upon  them  all,  and 
they  grew  narrow-minded  by  reason  of  the  necessarily 
limited  scope  of  the  class  of  work  they  were  called  upon 
to  perform.  Inasmuch,  however,  as  there  is  not  the 
least  chance  ot  such  an  official,  if  appointed,  being 
selected  from  among  the  ranks  of  competent  men,  and 
still  less  chance  of  his  being  permitted  to  appoint  his 
own  assistants,  *'  Spectator's  "  scheme  is,  we  think,  one 
that  must  be  condemned  by  all  who  are  desirous  of 
securing  a  really  efficient  audit  for  the  accounts  of  local 
authorities.  A  Department  so  constituted  might  doubt- 
less be  trusted  to  scrutinise  accounts  for  illegalities,  and 
to  perform  much  useful  work  in  that  direction :  but  it 
requires  someone  in  much  closer  touch  with  actual 
business  afiairs  to  even  understand  what  a  real  audit 
should  consist  of.    In  this  connection,  it  may,  perhaps. 
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be  pointed  out  that  much  of  the  mal-administration  in 
connection  with  the  South  African  War  for  which  the 
War  Office  has  been  held  responsible  was  caused  by 
the  financial  advisers  appointed  to  assist  the  officers  in 
the  field  proving  absolute  failures.  These  financial 
advisers  were  civilians;  but  they  were  not,  as  doubtless 
many  have  supposed,  practical  business  men  selected 
by  reason  of  their  experience  of  men  and  affairs,  but 
officials  attached  for  the  most  part  to  the  Treasury 
Department,  which  is  supposed  to  represent  the  cream 
of  the  Civil  Service.  For  obvious  reasons,  however, 
competitive  examinations  cannot  take  the  place  of 
actual  experience. 


Reputed  ^^  ^^^  ^^^  doubt  that  the  decision  of 
Ownership.  Mr.  Justice  Bigham  in  Re  Button  would 
be  reversed  on  appeal,  but  it  is  satisfactory  to  note- 
as  we  were  able  to  do  in  our  Current  Law  last  week— 
that  the  appeal  was  so  expedited  as  to  prevent  any 
serious  hardship  resulting  from  his  Lordship's  inter- 
pretation of  Section  44  of  the  Bankruptcy  Act,  1883. 
The  doctrine  of  reputed  ownership  amounts  in  effect  to 
a  declaration  that  it  shall  not  be  open  to  one  dealing 
with  a  customer  of  known  financial  weakness  to  '*  sit 
upon  the  fence,"  and  elect,  after  bankruptcy,  to  declare 
that  he  has  not  sold  goods  to  the  bankrupt  which  have 
been  so  placed  at  the  order  and  disposition  of  the 
bankrupt  as  to  lead  others  to  suppose  that  they  had 
been  sold,  and  thus  constituted  part  of  the  assets  of 
the  bankrupt's  estate.  If  this  view  be  the  correct  one, 
it  necessarily  follows  that  where  assets  are  held  to  be 
part  of  a  bankrupt's  estate,  by  virtue  of  the  operation 
of  Section  44,  they  must  be  treated  as  having  been 
purchased  by  the  bankrupt,  thus  giving  their  true 
owner  a  right  of  proof  in  respect  of  their  value.  Mr. 
Justice  Bigham  appears  rather  to  have  treated  the 
matter  as  though  the  true  owner  had  been  held  to  be  a 
party  to  some  sort  of  conspiracy  to  defraud  creditors 
generally,  and  was  to  be  punished  as  such  by  the  loss 
of  all  rights;  but  the  Court  of  Appeal  has  decided  that 
the  effect  of  the  section  is  not  so  severe  as  this,  and  has 
accordingly  decided  in  favour  of  the  true  owner  to  the 
extent  of  allowing  him  to  prove  against  the  estate  for 
loss  sustained  by  him  as  a  result  of  the  operation  of  the 
section. 


It    is    reported    that    an    "American 
Promoters'  League  "  has  been  formed 
in     New    York   for   the    purpose    of 
'•otecting   officers    of    limited  companies    from   the 
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attacks  of  a  certain  class  of  blackmail  which  takes  the 
form  of  scurrilous  newspapers  devoted  to  abuse  and 
vilification.  Demand  for  money  is  said  to  be  made, 
and,  failing  compliance,  copies  of  a  broadsheet  are 
circulated  among  the  shareholders,  &c.,  containing 
statements  well  calculated  to  injure  the  unfortunate 
concern.  The  amount  thus  extracted  from  brokers 
and  promoters  is  said  to  reach  three  million  dollars  per 
annum  I  It  is  said  that  an  attempt  will  be  made  to 
stop  the  postal  facilities  being  extended  to  the 
publishers  of  these  periodicals,  which  have  no  genuine 
circulation,  and  which  exist  merely  for  the  objection- 
able purpose  we  have  indicated. 


(rorre0pon&ence  an&  Enqutrtea* 


All  communications  to  the  Editor  should  be 
by  letter  only. 


[Wi  an  at  all  tima  nady  to  insert  eorrespondemce  am 
matters  of  interest  to  the  Profession,  hut  we  do  not  of  comrso 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon;   and  must  in  all  cases  be  accompanied  by  the 


name  and  address  of  correspondents ^   not  necessarily  for 
publication,  but  as  a  guarantee  of  good  faithJ] 


Surveyors  and  Balance  Sheets. 

(To  the  Editor  of  The  Accountant,) 
Sir, — With  reference  to  your  Note  in  last  week's  issue 
relating  to  my  letter  on  this  subject,   I   beg  to  send 
herewith  cutting  from  The  Standard,  which  may  perhaps 
interest  your  readers : — 

Are  Returns  Kept  Secret? 
Sir, — Are  income-tax  returns  and  the  accounts  some- 
times exacted  in  connection  therewith  held  confidential  ? 
A  Somerset  House  official  will  say  "Yes  *'  with  a  very  big 
Y ;  but  "  I  ha'  me  doots. ' '  Taxpayers  are  told  that  if  they 
do  not  care  to  send  their  returns  to  the  Local  Surveyor  of 
Taxes  they  can  make  their  returns  to  the  so-called 
"  Special  Commissioners  *'  at  Somerset  House.  This  is 
what  my  firm  did,  but  when,  in  consequence  of  a  *'  sur- 
charge," we  had  to  appeal,  we  found  the  Local 
Surveyor  of  Taxes  had  all  our  figures,  and  the  local 
collector  had  been  informed  of  our  assessment.  Twice 
after  appealing  and  being  compelled  to  produce 
accounts  we  were  visited  by  an  agent  of  an  outside 
••trade  protection"  body,  and  on  his  first  visit  he 
certainly  knew  more  about  our  affairs  than  he  ought  to 
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have  known.    Probably  other  people  have  had  similar 
experiences. — I  am,  Sir,  your  obedient  servant, 

Taxpayer, 
Yours  faithfully, 
M.  WEBSTER  JENKINSON. 
Sheffield,  ^th  April  1907. 


Qoodwlll  on  Termination  of  Partnership. 

{Te  the  Editor  ef  Thi  Accountant.) 

Sir,— The  followiog  case  came  to  my  notice  a  short 
time  ago,  and  I  shall  be  much  obliged  if  you,  or  any  of 
your  readers,  can  give  me  information  on  the  subject. 

A.  owns  an  old-established  business  and  decides  to 
take  in  B.  as  a  partner.  The  partnership  is  to  be  for 
three  years,  B.  bringing  in  sufficient  capital  to  give  him 
a  third  share  in  the  business. 

The  articles  provide  that  there  is  to  be  no  goodwill, 
and  that  in  the  event  of  a  partner  wishing  to  dissolve 
the  partnership  before  the  expiration  of  the  three 
years,  the  other  partner  shall  have  the  option  of  pur- 
chasing his  partner's  share.  No  mention  is  made  as  to 
what  steps  shall  be  taken  when  the  three  years 
terminate. 

At  the  end  of  the  three  years  A.  finds  the  partner- 
ship unsatisfactory  and  wishes  to  pay  B.  out.  What  is 
his  position  ?  Has  B.  an  equal  right  to  pay  A.  out, 
and  so  necessitating  the  business  being  put  up  to 
auction  ?  It  does  not  seem  equitable  for  A.  to  be 
placed  in  such  a  position. 

I  can  find  no  case  dealing  with  such  a  point,  but 
perhaps  you  can  refer  me  to  one. 

Yours  faithfully. 

ENQUIRER. 


Revenue. 

(r^  the  Editor  of  The  Accountant,) 
Sir, — I   should    like   to   make  some  remarks  with 
reference  to  the  meaning  of  the  word  '*  revenue  "  as 
applied  to  accounts. 

The  meaning  of  a  word  is,  I  take  it,  the  sense  in 
which  it  is  used  by  educated  intelligent  people ;  but 
when  a  word  is  coined  by  scientific  men  for  scientific 
use,  then  scientific  men  have  the  best  right  to  say  what 
the  word  means.  **  Revenue  "  is  a  term  in  the  science  of 
accoontancy,  but  I  am  not  aware  that  it  was  coined  by 
accountants  for  a  definite  purpose,  and,  therefore, 
others  besides  accountants  may  claim  a  right  to  say 
what  it  means. 


According  to  the  English  dictionary  '*  revenue,*' so 
far  as  accountancy  is  concerned,  means  income,  such 
as  rents  and  interest  in  the  case  of  an  individual,  or,  in 
the  case  of  a  Government,  the  means  of  carrying  it  on 
derived  from  such  sources  as  taxes,  customs,  and  dues. 
One  dictionary  which  I  have  consulted  defines 
"  revenue  *'  as  receipts  or  rents  from  any  source. 

In  bookkeeping  the  ideal  seems  to  be  to  have  all 
transactions  analysed  and  classified  so  that  every- 
thing may  be  called  by  its  correct  name,  classification 
being  a  fundamental  principle  of  bookkeeping;  and 
just  as  it  would  be  madness  to  wilfully  post  a  debit 
entry  to  a  person,  A.  B.,  which  should  go  to  another 
person,  C.  D.,  or  to  post  Royalties  on  Patents  to 
Salaries  Account,  so,  if  revenue  means  income,  it  is 
not  in  accordance  with  the  ideal  of  scientific  accoun- 
tancy to  post  capital  items  to  Revenue  Account,  the 
distinction  between  capital  and  income  being  funda- 
mental and  vital. 

The  following  illustrations,  the  first  three  of  which 
are  taken  from  an  appendix  to  Professor  Dicksee's 
'*  Auditing,"  4th  edition,  show  various  ways  in  which 
the  word  has  been  used : — 

(i)  The  form  of  annual  account  and  statement  pre- 
scnbed  by  the  Chief  Registrar  of  Building 
Societies,  with  the  approval  of  the  Secretary  of 
State,  has,  as  one  of  its  headings,  "  Revenue 
"  (including  accretions  to  capital)  and  Expen- 
**diture  Account**;  that  Revenue  and  Expen- 
diture Account  has  amongst  its  incomings 
subscriptions  of  shareholders  and  new  deposits. 

(2)  In  the  forms  of  Revenue  Accounts  appended  to 
the  Life  Assurance  Companies  Act,  1870,  the 
incomings  include  everything,  even  consideration 
for  annuity  granted,  and  presumably  deposits  of 
money  to  be  accamulated  at  a  specified  rate  oi 
interest.  These  incomings  which  I  have  men- 
tioned are  or  may  be  '*  capital  *'  transactions  and 
not  "income,**  and  so  I  think  are  outgoings,  such 
as  surrender  values  paid  and  endowment  assur- 
ances matured. 

I  may  mention  here  that,  although  by  an 
excess  of  incomings  over  outgoings  as  shown  by 
the  Revenue  Account,  and  true  as  a  matter  of 
fact,  a  life  office  might  be  piling  up  funds,  it 
might  be  going  to  destruction  all  the  time.  A 
revision  of  the  form  to  show  the  excess  for  the 
year  would  be  of  little  practical  use. 
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A  Life  Office  Revenue  Account  cannot  even 
be  said  to  be  an  account  of  incomings  and  out- 
goings of  both  capital  and  income  in  which  the 
principles  of  apportionment,  with  regard  to 
time,  are  applied  to  all  income  at  the  end  of  the 
year,  because  that  is  not  so ;  the  office  annual 
premiums,  which  consist  of  both  capital  and 
income,  are  not  then  apportioned  as  regards 
income,  except  where  an  office  makes  an  annual 
valuation. 

Speaking  generally,  even  the  loadings  in  the 
office  premiums  so  far  as  not  absorbed  are 
merged  in  the  general  funds,  and  as  soon  as 
practicable  invested  reproductively,  and  thus 
economically  become  capital. 

If  revenue  is  income,  the  Revenue  Account  of 
a  life  office  is  a  misnomer.  In  the  very  wide 
sense  in  which  the  word  "  revenue  "  is  used  here 
it  serves,  I  think,  a  useful  purpose. 

(3)  The  Revenue  Account,  under  the  Gas  Works 
Clauses  Act,  1871,  Schedule  B,  Part  D,  includes 
on  the  debit  side  the  purchases  of  raw  material, 
and  on  the  credit  side  the  sales  of  gas  and 
residual  products.  The  purchases  of  the  raw 
material  are  purely  capital,  i.^.,  circulating 
capital  transactions,  and  while  the  credit  items 
mentioned,  probably,  are  composite  as  regards 
capital  and  income,  they  are  not  necessarily  so ; 

" '  there  may  be  no  profit,  no  income. 

(4)  Again,  I  have  known  the  Trading  Account  to  be 
spoken  of  by  writers  as  a  part  of  the  Revenue 
Account.  Now  the  Trading  Account,  at  least, 
includes  the  Goods  Account,  and,  except  in  the 
instances,  probably  rare,  of  sales  preceding  the 
purchase  of  any  goods,  the  Goods  Account  to 
begin  with'  is  essentially  a  Capital  Account,  and 
so  long  as  it  is  confined  to  purchases  it  remains 
such.  Indeed,  it  would  be  more  scientific  if, 
when  a  sale  is  effected  and  a  new  debit  made, 
the  price  were  analysed  into  its  component  parts 
of^speaking  generally — cost  price  and  profit, 
».«.,  of  capital  and  income,  and  only  the  former 
part  credited  to  Goods  Account,  the  latter  part 
being  credited  to  a  Profit  on  Sales  Account ;  the 
practical  convenience,  however,  of  keeping 
Goods  Account  as  a  composite  account  until  the 
end  of  the  year  is  so  great  that  no  one,  so  far  as 
I  am  aware,  proposes  anything  else.  At  the  end 
of  the  year  the  income  is  absolutely  eliminated 


from  the  account,  and    it   is  restored   to  the 
position  of  a  Capital  Account. 

Supposing  the  goods  consisted  of  drapery, 
grocery,  and  ironmongery,  would  it  be  satisfac- 
tory to  name  the  account  simply  Grocery 
Account,  instead  of  Goods  Account,  because 
some  grocery  items  were  in  it  ?  Would  it  be  any 
more  in  harmony  with  the  classification  principle 
of  bookkeeping  to  name  Goods  Account  Income 
Account  because  a  part  of  it  consists  of  income, 
while  the  whole  of  the  debit  entries  in  it  except 
the  last,  and  the  greater  portion  of  each  of  the 
credit  entries,  is  capital.  This  is  what  is  practi- 
cally done  when  Goods  Account  is  included  in 
Revenue  Account  if  revenue  and  income  are 
synonyms. 

It  seems  to  me  that  in  view  of  these  iUastratioDs, 
however  much  accountants  may  desire  to  restiict  the 
use  of  the  word  "  Revenue  "  as  being  synonymous  with 
'*  Income,"  they  cannot  help  themselves;  they  are,  pre- 
sumably, bound  by  legislative  enactment,  express  or 
implied,  to  use  it  in  the  widest  possible  sense — ix.y  if 
their  auditorial  practice  embraces  the  departments  of 
business  mentioned. 

The  fact  that  the  incomings  are  placed  on  the  debit 
sides  of  the  Revenue  Accounts  of  life  offices  and 
building  societies  suggests  that  these  Revenue  Accounts 
may  have  been  intended  to  be  practically  summaries  of 
the  Cash  Account.  Possibly  those  who  devised  the 
forms  did  not  know  too  much  about  scientific 
accountancy,  but  there  the  forms  are,  whether  we 
like  them  or  not. 

•  Whatever  ideas  may  have  caused  the  term  **  Revenue  " 
to  be  applied  to  "  Income  "  the  root  meaning  of  the 
word  is  **  To  come  back,  to  return.*'  Income  is  not  a 
return  in  all  cases,  e^,,  profit,  rents,  interest,  which  are 
or  may  be  forms  or  shares  of  new  wealth  broaght  into 
existence  rather  than  returns  of  wealth,  such  as  money 
coming  in  for  goods  which  have  gone  out. 

It  has  been  ingeniously  suggested  by  a  writer  on 
bookkeeping  that  the  Revenue  Account  shows  the  net 
surplus  or  deficit,  and  therefore,  if  I  understand  him, 
justifies  the  application  of  the  term  "  Revenue  Aoconnt " 
to  an  account  containing  capital  transactions,  bat  I 
would  point  out  that,  though  a  surplus  may  be  income, 
a  deficit  can  hardly  be  said  to  be  such,  hence  even  his 
suggestion  cannot  justify  its  application  as  above 
indicated  in  all  cases.  In  the  case  of  the  life  office  above 
referred  to,  even  the  surplus  of  the  incomings  over 
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outgoings  shown  by  the  Revenue  Account  is  probably 
largely  capital — it  may  be  exclusively  capital — received 
from  the  community  and  returnable  by  the  office  as  the 
deaths  and  survivals  in  the  community  shall  determine ; 
seeing  that,  I  think  we  must  assume  that  in  the  case  of 
a  deficiency  shown  by  the  actuarial  valuation  the  funds 
left  on  hand  are  capital,  that  all  income  has  gone,  and 
that  income  received  goes  automatically  to  diminish 
the  deficiency. 

It  Would  then  appear  that,  unless  the  term  **  Revenue 
Account "  is  a  misnomer,  we  may  say  that  "  Revenue  " 
includes  all  kinds  of  incomings  from  purely  capital 
transactions  to  those  purely  income,  and  that  while  all 
income  is  revenue,  revenue  is  not  solely  income.  If, 
however,  revenue  and  income  are,  after  all,  synonymous, 
it  seems  to  me  that  great  liberties  have  been  taken 
with  the  former  word  which  have  never  been  attempted 
with  the  latter,  so  far  as  I  am  aware. 

At  an  examination  of  the  Institute  in  June  last  a 
short  definition  of  '*  Revenue  *'  in  relation  to  the 
accounts  of  companies  formed  under  the  Companies 
Act,  1862  to  T900,  was  required.  I  do  not  know  if  the 
words  "in  relation  to  the  accounts,  &c.,'*  imply  that 
revenue  may  mean  something  different  in  one  place  from 
what  it  means  in  another ;  in  any  case,  after  what  I 
have  said,  it  may  be  admitted  that  the  question  is  a 
difficult  one,  and  might  be  dangerous  to  a  candidate 
expressing  opinions  different  from  those  of  the 
examiner,  causing  bim  to  be  considered  ignorant  and 
to  lose  marks,  possibly  to  the  extent  of  failure  in  the 
examination. 

I  think  it  would  be  well  for  the  Councils  of  accoun- 
tancy bodies  to  watch  for  forms  of  accounts  issuing 
from  the  Legislature  and  from  Government  Depart- 
ments, so  as  possibly  to  prevent  such  forms  as  may 
not  be  in  accordance  with  the  principles  of  accoun- 
tancy from  being  issued  to  the  public  generally, 
especially  as  these  forms  might  be  copied  in  connection 
with  colonial  legislation.  If  I  am  not  mistaken,  the 
document  issued  as  a  Balance  Sheet  by  the  Imperial 
Government  contains  the  items  which  one  would 
expect  to  find  in  a  Revenue  Account ;  if  that  is  the 
case,  the  attention  of  successive  Chancellors  of  the 
Exchequer  might  be  drawn  to  the  difference  between 
the  Balance  Sheet  issued  by  them  and  the  forms  of 
Balance  Sheets  appearing  in  schedules  to  Acts  of 
Parliament. 

In  the  foregoing  I  have  used  the  words  "  synonym  " 
and  *'  synonymous."    I  think  I  have  read  in  a  book  by 


Professor  Raleigh  that  there  are  no  such  things  as 
synonyms ;  the  word,  however,  was  convenient  for  my 
purpose. 

I  should  be  glad  to  have  your  opinion  on  the  subject, 
or  the  opinion  of  any  accountant  who  has,  to  some 
purpose,  studied  Political  Economy.  It  is  most  desir- 
able that  accountants  should  know  what  the  words  in 
use  in  connection  with  their  work  mean,  or  may  mean. 
At  this  distance  from  London  I  would  only  ask  to  have 
a..di^cussion  originated.  I  hope  that  if  anything  I  have 
said  is  called  in  question,  someone  else  may  take  my 
side  in  the  fray. 

I  am,  &c.. 


Melbourne,  February  1907, 


J.  B.  SMITH. 


TTbe  institute  of  Cbartete&  Bccountanta 
in  Bnoland  and  Kllalea. 


At  a  meeting  of  the  Council,  held  on  Wednesday, 
the  loth  April  1907,  at  the  Hall  of  the  Institute,  Moor- 
gate  Place,  E.C.,  there  were  present:— 

Mr.  W.  B.  Peat,  President,  in  the  chair;  Mr.  John  B. 
Ball,  Vice-President;  and  Messrs.  J.  W.  Barber,  J.  H. 
Blackburn,  T.  Bowden,  E.  M.  Carter,  Ernest  Cooper, 
Sir  John  Craggs,  Mr.  E.  Edmonds,  Sir  Walter  Fisher, 
Messrs.  J .  Ford,  John  Gane,  J .  Gordon,  T.  Gregory,  J.  E. 
Halliday,  J.  S.  Harmood- Banner,  M.P.,  A.  C.  Harper, 
D.  Hill,  C.  Fitch  Kemp,  H.  Woodburn  Kirby, 
G.  Walter  Knox,  J.  G.  Litton,  J.  Mather,  A.  O.  Miles, 

F.  W.    Pixley,    W.    Plender,    T.    G.    Shuttleworth, 

G.  Sneath,  W.  A.  Stone,  J.  M.  Wade,  E.  Waterhouse, 
F.  Whinney,  T.  Wise,  and  F.  J.  Young. 

The  Companies  Bill  and  the  Limited  Partnership 
Bill  were  considered. 
The  Secretary  reported  the  death  of : — 
Mr.  R.  E.  Jones,  F.C.A.,  Trefriw. 

„    J.  Affleck,  A.C.A.,  Manchester. 

„    H.  L.  Barley,  A.C.A.,  Carlisle. 

„    T.  L.  Lovibond,  A.C.A.,  Richmond. 

„    C.  Rogers,  A.C.A.,  Nottingham. 

„    A.  W.  Warner,  A.C.A.,  Sheffield. 

„    H.  B.  Warner,  A.C.A.,  Sheffield. 
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Z)eprectatfon :  witb  Special  Reference  to 
tbe  Bccounta  of  Xocal  Butbotltled* 


By  Lawrbncb  R.  Dicksee,  M.Com.,  F.C.A. 


A  LECTURE  on  the  above  subject  was  delivered  by  Professor 
Lawrence  R.  Dicksee,  M.Com.,  F.C.A. ,  before  the  Chartered 
Accountant  Students  Society  of  London  on  March  20th. 
Mr.  W.  B.  Keen,  F.C.A.,  presided.  (This  same  lecture  was 
also  delivered  at  Hull  on  the  8th  January,  at  Nottingham 
on  the  9th  January,  and  at  Sheffield  on  the  nth  April.) 


The  subject  upon  which  I  propose  to  address  you  to-night 
is  one  of  the  most  debatable  of  those  numerous  questions 
in  connection  with  accounts  that  call  for  solution  in  the 
discharge  of  our  everyday  duties  as  auditors,  or  as  advisers 
upon  questions  of  financial  policy.  And  because  it  is  one 
of  the  most  debatable  it  is  also  one  of  the  most  interesting. 
I  make  no  apology,  therefore,  for  inviting  you  to  consider 
this  subject  with  me  this  evening,  feeling  sure  that  its  study 
will  prove  to  be  of  the  greatest  possible  value  to  the  younger 
members  of  my  audience,  as  its  discussion  will  be  of  the 


greatest   interest    to   those   of   you    whose   experience    is 
more  mature. 

It  must  be  confessed,  however,  that  although  the  problem 
of  depreciation  as  applied  to  the  accounts  of  local  authori- 
ties is  one  well  worthy  of  our  very  careful  consideration,  it 
behoves  us  to  approach  it  circumspectly,  inasmuch  as  it  is 
a  subject  around  which  a  very  considerable  amount  of 
criticism  has  centred,  which  has  given  rise  to  many 
acrimonious  expressions  that  I  cannot  but  think  would  be 
the  best  omitted  from  any  and  every  form  of  scientific 
inquiry.  In  certain  quarters  it  has  been  freely  stated — with 
an  assurance  which  seems  to  almost  carry  conviction 
without  the  aid  of  proof — that  the  finances  of  our  local 
authorities  are  in  an  "  absolutely  rotten  "  state,  because  in 
the  great  majority  of  instances  no  express  provision  is  made 
for  depreciation,  particularly  in  the  accounts  of  the  trading 
departments,  which,  it  is  alleged,  being  business  concerns, 
should  be  run  upon  proper  business  lines.  Upon  the  other 
hand,  it  has  been  urged  with  equal  insistence,  and  no  less 
heat,  that  so  long  as  local  authorities  comply  with  their 
statutory  requirements  and  set  aside  annually  out  of  revenue 
a  Sinking  Fund  to  provide  for  the  eventual  payment  of  their 
loan  capital,  they  have  done  all  that  is  necessary,  and  even 
more  than  most  proprietary  businesses  attempt.  And  it  has 
been  further  suggested  that  it  is  not  merely  fatuous,  but 
unpatriotic,  to  cast  aspersions  upon  the  possible  future  and 
financial  position  of  the  local  authorities  that  s6  conduct 
their  affairs,  because  in  the  meantime  they  provide  the 
community  with  conveniences  that  would  otherwise  be 
unobtainable,  while  at  the  same  time  occupying  the  position 
of  a  <*  model  employer  *'  to  a  large  proportion  of  the 
population  of  this  country. 

In  the  course  of  my  lecture  to  you  this  evening  it  will  be 
my  endeavour  to  steer  clear  of  both  extremes,  and  to  provide 
you  with  at  least  some  arguments  in  favour  of  the  middle 
course  which,  it  appears  to  me,  ought  under  all  circumstances 
to  be  pursued.  And  while  it  will  be  necessary  for  me  from 
time  to  time  to  speak  of  local  authorities  and  their  accounts 
in  a  general  sense,  I  should  like  it  to  be  quite  clearly  under- 
stood that,  when  so  doing,  I  am  merely  generalising,  and 
have  no  intention  whatever  of  criticising— or  discussing  in 
any  way — the  financial  policy  pursued  by  any  particular 
local  authority.  Before  any  such  particular  discussion 
could  be  safely  embarked  upon  it  would  be  absolutely 
necessary  to  be  possessed  of  far  more  detailed  information 
than  is  to  be  gained  by  even  the  most  careful  perusal  of  any 
of  the  available  published  accounts  ;  such  criticism  must  of 
necessity  therefore  be  entirely  unprofitable,  save  in  cases 
where,  as  a  result  of  such  a  detailed  investigation,  these 
particulars  are  to  hand.  In  the  nature  of  things  they  can 
only  be  at  hand  as  the  result  of  an  inquiry  conducted  upon 
instructions  received  from  the  local  authority  itself,  and 
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must  in  consequence  be  regarded  as  confidential.  Hence 
the  extreme  difficulty  of  dealing  with  this  interesting  subject 
upon  lines  that  can  serve  any  really  practical  and  useful  - 
purpose.  I  trust  that  this  important  point— the  entire; 
absence  from  published  accounts  of  such  reliable  data  as; 
will  enable  competent  persons  to  form  a  correct  impression  ■ 
as  to  the  financial  position— will  not  escape  the  attention  of! 
the  Departmental  Committee  appointed  by  the  President  of 
the  Local  Government  Board  to  consider  the  question  of* 
local  authorities'  accounts  generally.  If  the  required  data 
were  in  all  cases  available,  a  very  great  step  forward  would 
have  been  made  tovrards  a  proper  treatment  of  the  subject 
as  a  whole ;  but  in  the  meantime  it  seems  to  me  that  all 
detailed  discussion  of  the  accounts  and  of  the  financial 
position  of  any  particular  local  authority  must  of  necessity 
be  futile,  and  that  these  various  bodies  can  only  look  for 
guidance  to  the  professional  auditors,  which  most  of  the 
more  enlightened  now  employ.  Hence  the  need  for 
Chartered  Accountants  to  make  themselves  conversant  with 
the  salient  features,  of  the  problem. 

Proceeding,  then,  to  consider  the  subject  that  lies  before 
us,  I  think  the  first  point  is  to  be  quite  clear  as  to  what  we 
mean  by  the  term  '*  Depreciation.*'  And,  in  order  to  keep 
my  remarks  within  a  reasonable  compass,  I  propose  only  to 
consider  the  problem  as  it  afiects  the  trading  departments  of 
local  authorities,  such  as  electric  lighting,  tramways,  gas. 
and  sometimes  water ;  for  it  should  be  borne  in  mind  that 
an  efficient  water  supply  is  a  sanitary  necessity,  and  is 
therefore  sometimes  undertaken  even  under  conditions 
when  its  supply  precludes  the  idea  of  a  profit,  and  when, 
therefore,  the  Water  Department  cannot  be  seriously 
regarded  as  a  trading  one.  By  the  term  "  Depreciation ' '  we 
ordinarily  mean  that  loss,  or  shrinkage  in  value,  which 
inevitably  occurs  from  time  to  time  in  the  assets  which 
represent  the  capital  equipment  of  a  business,  as  a  result  of 
their  employment  therein ;  such  loss  being  attributable  to 
wear  and  tear,  to  lapse  of  time,  to  the  march  of  modern 
invention,  or  to  any  or  all  of  these  causes  combined.  This 
shrinkage  in  value,  we  say,  must  be  regarded  as  a  working 
expense  of  the  business,  in  just  the  same  way  that  the  hire 
of  these  assets  would  have  to  be  regarded  if  we  had  merely 
acquired  the  uu  of  them  for  short  periods  instead  of 
expending  capital  in  the  acquisition  of  them  for  ourselves ; 
and  we  have,  of  course,  many  difierent  methods  of  com- 
puting the  amount  to  be  annually  charged  in  the  accounts, 
as  Depreciation,  to  cover  this  necessary  and  expected 
shrinkage  in  value.  This,  no  doubt,  is  the  ordinary  and 
accepted  view  of  Depreciation  as  held  by  accountants,  and 
all  business  men  who  have  come  under  their  influence ;  but 
I  do  not  think  that  we  ought  for  that  reason  to  assume  that 
it  is  a  view  which  is  necessarily  enforceable  against  local 
authorities.  At  all  events,  no  such  assumption  appears  to 
be  generally  admitted,  for  many  at  least  of  those  who  claim 


to  speak  on  behalf  of  these  authorities  urge  that  their  con- 
stitution is  such  that  they  are  not  bound  by  rules  and 
formulae  which  it  may  be  desirable — or  even  necessary — ^for 
ordinary  individuals  to  observe.  Let  us,  therefore,  see  * 
whether  we  cannot,  by  inquiry  into  first  principles,  get 
nearer  to  the  root  of  the  whole  matter,  and  arrive  at  some 
natural  law  which  must  admittedly  be  binding  upon  local 
^iQthorities  as  much  as  upon  proprietary  undertakings. 

If  we  search  for  such  a  root  principle  we  shall.  I  think, 
find  that  it  lies  not  very  far  from  the  idea  which  is  at  the 
back  of  every  lawyer's  head  when  considering  questions  of 
account,  and  which  has  so  often  proved  incomprehensible  to 
laymen — ^namely,  that  in  its  essence  an  account  ought 
always  to  be  capable  of  being  resolved  into  an  account  of 
receipts  and  payments  in  money,  and  would  in  all  cases  so 
resolve  itself  if  we  were  content  to  wait  for  an  account  until 
the  undertaking  had  been  brought  to  an  end.  Regarded 
from  this  point  of  view  it  will  be  seen  that  all  payments  are 
a  charge  against  profits,  and  that  all  receipts  (other  than 
those  receipts  representing  the  original  capital  adventured 
in  the  undertaking,  and  any  subsequent  additions  thereto) 
are  to  be  regarded  as  profits,  which,  after  payment  of  the 
necessary  disbursements,  represent  the  net  profit  of  the 
venture.  If  there  were  no  necessity  to  prepare  an  account 
of  profits  until  the  undertaking  bad  been  completed  and 
finally  liquidated,  this  is  the  basis  that  we  should  doubtless 
all  employ  by  preference ;  and  it  is  only  owing  to  the  need 
— a  need  recognised  by  every  business  man — to  be  supplied 
with  interim  accounts  at  fairly  frequent  intervals  that  we 
have  evolved  what  I  may  call  the  '*  Revenue  Basis"  of 
accounts,  as  opposed  to  the  **  Cash  Basis."  In  the  prepara- 
tion of  a  Revenue  Account,  designed  to  show  the  profits 
earned  up  to  a  particular  date  during  the  continuance  of  an 
undertaking,  it  is  necessary  to  bear  in  mind  inter  alia  that 
certain  expenditure  which  will  ultimately  be  chargeable 
against  profits  cannot  for  the  time  being  be  fairly  so 
charged,  because  the  full  benefit  of  that  expenditure  has 
not  been  yet  received,  and  further  benefits  may  be  reason- 
ably expected  to  be  received  from  this  same  expenditure  in 
subsequent  years.  Out  of  this  circumstance,  I  take  it,  has 
grown  the  practice  of  *'  capitalising  "  certain  expenditure 
which  will  result  in  benefits  being  continuously  received 
over  a  considerable  period  of  time.  And  the  practice  is 
undoubtedly  fair  as  between  one  year  and  another,  and 
even  necessary  to  enable  us  to  arrive  at  a  reasonable 
estimate  of  the  profits  up  to  date ;  but  this  interim  estimate 
of  profits  is.  in  the  nature  of  things,  compiled  upon  the 
assumption  that  the  benefits  to  be  derived  in  the  future 
from  the  expenditure  which  has  been  held  in  suspense  (or 
capitalised)  will  be  equal  to  the  estimate  which  we  have 
formed  of  those  future  benefits. 

To  guard  against  serioas  errors  of  estimate  under  this 
heading  the  Legislature  has  provided,  in  respect  of  certain 
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classes  of  undertakings — e.g.t  railways  and  proprietary  gas 
works — that  all  expenditure  upon  the  renewal  of  assets 
represented  by  expenditure  that  has  been  capitalised  (or 
held  in  suspense)  shall  be  charged  against  revenue  ;  so  that, 
at  a}l  events  by  the  time  an  asset  is  discarded,  a  sum  equal 
to  its  original  cost  (or  the  cost  of  replacing  it  by  another 
asset  equally  efficient)  shall  be  charged  against  revenue,  and 
thus,  at  all  events,  the  proper  charge  shall  be  borne  by  the 
revenue  of  a  series  of  years,  even  although  there  may  be 
inequalities  in  the  apportionment  of  that  charge  as  between 
one  year  and  another  in  the  series.  Bearing  in  mind  the 
extreme  difficulty  of  framing  these  estimates,  this  is  probably 
as  far  as  it  would  be  practicable  for  the  Legislature  to  go  in 
such  matters ;  for  it  must  be  borne  in  mind  that  any  legisla- 
tive requirement  in  this  direction  imposes  a  corresponding 
duty  upon  accounting  parties,  and  it  would  be  impracticable 
to  impose  upon  those  accounting  parties  duties  so  onerous 
that  no  responsible  person  would  dare  to  undertake  them. 
At  the  same  time,  it  is  clear  that  when  the  accounting 
parties  desire  to  produce  annual  (or  other  short-period) 
accounts  which  will,  as  nearly  as  possible,  show  the  true 
results  of  each  period's  working,  it  is  frequently  necessary 
to  provide,  in  advance,  something  towards  the  cost  of 
renewing  assets,  in  order  to  avoid  serious  inequalities  in 
the  apparent  profits  shown  by  those  accounts,  which  are 
represented  by  no  corresponding  fluctuations  in  the  amount 
of  profitable  business  actually  done.  Thus  it  is,  I  take  it, 
that  the  custom  has  grown  up  among  prudent  business 
men  of  setting  aside  a  provision  for  Depreciation  (which 
is  the  same  thing  as  providing  for  the  future  cost  of 
renewals)  from  the  very  first  year  in  which  the  various 
capital  assets  are  used,  instead  of  waiting  until  such  assets 
are  discarded,  and  then  charging  a  lump  sum  as  represent- 
ing the  whole  of  the  cost  of  such  assets  then  written-off 
against  profits — in  which  event,  of  course,  the  whole  of 
such  cost  of  renewal  would  be  charged  against  the  profits 
of  one  year,  although  the  benefit  derived  from  their  use 
had  been  received  during  many  years. 

If  we  take  the  principles  which  I  have  just  enumerated 
as  representing  the  basis  upon  which  it  is  necessary  that 
provision  for  depreciation  of  wasting  assets  should  in  all 
cases  be  provided,  we  are,  I  think,  upon  safe  and  uncontro- 
versial  ground,  and  may  next  proceed  to  consider  the 
problem  as  applied  to  local  authorities,  where,  it  must  be 
confessed,  certain  other  peculiar  circumstances  obtain  that 
equally  call  for  our  careful  consideration. 

The  trading  departments  of  local  authorities  difier  from 
ordinary  business  undertakings  in  this  somewhat  material 
respect,  that  the  Legislature — having  foreseen  that  the 
various  assets  they  would  acquire  as  a  result  of  capital 
expenditure  would  in  the  majority  of  cases  not  last  for  ever, 
but  only  for  a  limited  number  of  years— has  stipulated  that 


the  moneys  borrowed  to  enable  a  local  authority  to  pay  for 
such  assets  must  also  only  be  borrowed  for  a  certain  limited 
number  of  years ;  and  that  during  that  period  provision  must 
be  regularly  made  by  way  of  a  Sinking  Fund  to  enable  a 
sufficient  amount  of  money  to  be  set  aside,  and  accumulated 
at  compound  interest,  to  redeem  the  loan  on  the  date  it 
becomes  repayable.  (And,  in  those  few  cases  where  an  issue 
of  irredeemable  stock  has  been  sanctioned,  a  Sinking  Fund 
is  also  required  ;  so  that  even  although  the  original  loan  may 
never  be  actually  paid  off,  it  may  be  balanced  by  a  corre- 
sponding amount  of  liquid  assets  upon  the  other  side.)  The 
effect  of  this  stipulation,  that  there  must  be  no  permanent 
debt,  is,  of  course,  that,  assuming  the  working  life  of  the 
assets  in  all  cases  exactly  corresponds  with  the  period  for 
which  the  loan  has  been  granted,  the  amount  set  aside  out  of 
revenue  during  the  time  that  those  assets  have  been  available 
for  use  as  revenue-producers  will  exactly  equal  the  whole  of 
their  cost ;  and  consequently,  although  there  may  be  minor 
errors  with  regard  to  the  apportionment  as  bet>»een  one  year 
and  another,  the  charge  against  revenue  in  respect  of  the 
Sinking  Fund  may,  under  these  peculiar  circumstances^  be 
regarded  as  being  the  statutory  equivalent  for,  and  as  taking 
the  place  of,  the  ordinary  business  man's  charge  for  depre- 
ciation of  assets. 

It  is  true,  of  course,  that  the  amount  so  set  aside  will  not 
be  available  for  the  renewal  of  assets,  for  it  will  have  to  be 
employed  in  the  repayment  of  loans,  and  the  same  money 
cannot  be  spent  upon  two  purposes  at  the  same  time  ;  but, 
when  the  original  loan  has  all  been  paid  off,  the  local 
authority  can  obtain  power  to  borrow  further  moneys 
for  such  renewals  as  may  then  be  necessary,  thus 
restoring  the  status  quo.  The  undertaking  began  life  with  no 
capital  of  its  own,  but  only  with  borrowed  capital,  and  it  is 
not  as  a  matter  of  law  required  to  improve  upon  that 
position ;  for,  were  it  required  to  do  so.  the  necessary  effect 
would  be  to  compel  the  existing  generation  of  ratepayers  to 
pay  for  benefits  which  would  enjoyed  by  their  successors, 
and  this  apparently  is  not,  and  never  has  been,  the  policy  of 
the  Legislature  as  applied  to  these  undertakings. 

Having  said  so  much,  I  must  ask  you  to  be  very  careful 
not  to  lose  sight  of  the  qualifications  that  I  have  enumerated 
when  enunciating  this  general  principle.  The  Sinking  Fund 
instalment  can  only  be  regarded  as  equivalent  to  depreciation, 
in  the  ordinary  business  man's  acceptance  of  that  term,  in 
those  cases  where  the  working  life  of  each  separate  asset  is 
exactly  equal  to  the  loan  period.  This  is  a  point  which  is 
frequently  lost  sight  of  in  practice,  and  is  of  the  very  greatest 
importance,  as  I  shall  now  proceed  to  show  you. 

When  a  local  authority  applies  for  leave  to  issue  a  loan  it 
has  to  submit  estimates  of  its  proposed  expenditure  to  the 
Local  Government  Board,  and  upon  these  being  approved 
the  loan  is  sanctioned  for  a  term  that,  in  the  opinion  of  the 
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Local  Government  Board  officials,  represents  the  average 
life  of  the  assets  that  will  be  acquired  out  of  the  proceeds  of 
the  loan.  There  is  no  reason  to  suppose  that  these  officials 
are  more  infallible  than  any  other  human  beings,  and  it  may 
well  be  that  their  estimate  of  the  working  life  of  some  at  least 
of  the  assets  is  subsequently  found  to  be  erroneous ;  and 
particularly  is  there  a  liability  to  error  in  the  case  of  expendi- 
ture for  novel  purposes,  where  there  is  no  reliable  basis  of 
experience  to  go  upon.  But,  even  assuming  that  the  loan 
period  exactly  equals  the  average  life,  it  must  be  borne  in 
mind  that  the  various  assets  proposed  to  be  acquired  will,  in 
all  normal  cases,  be  anything  but  uniform  in  character  ;  and 
that  thus  there  will  be  a  very  marked  discrepancy  between 
the  loan  period  and  the  estimated  life  of  almost  each  one  of 
the  several  classes  of  assets  proposed  to  be  acquired,  while, 
of  course,  there  will  be  still  further  variations  as  between 
individual  items  of  assets  of  the  same  kind.  In  order  to 
make  this  point  quite  clear  I  submit  to  you  the  following 
diagram,  showing  approximately  how  the  expenditure  on  a 
municipal  electric  lighting  works  would  probably  be  divided 
as  between  different  classes  of  assets  :  the  estimated  working 
life  of  each  class  of  asset ;  its  estimated  residual  value ;  and 
its  effective  working  life,  taking  the  residual  value  into 
account.  From  these  particulars  it  will  be  found  that,  in 
the  case  cited,  the  average  working  life  of  the  undertaking  as 
a  whole  works  out  as  nearly  as  possible  at  48I  years  ;  and 
upon  that  basis  a  loan  would  in  all  probability  be  granted 
for  48  years,  or  thereabouts.  But,  upon  comparing  the  loan 
period  with  the  column  showing  the  effective  life  of  each 
class  of  asset,  it  will  be  seen  that  in  no  single  instance  do  the 
two  correspond.  In  some  cases  the  working  life  is  very 
considerably  greater,  while  in  other  cases  it  is  very 
considerably  less :  in  no  single  instance  is  it  even  approxi- 
mately the  same. 

TABLE,  SHOWING  APPROXIMATELY  THE  PROPORTIONATE  CAPITAL 
EXPENDITURE  OF  AN  ELECTRIC  LIGHTING  UNDERTAKING 
OVER  THE  VARIOUS  CLASSES  OF  ASSETS,  AND  THE  WORKING 
LIFE  OF  EACH  CLASS. 


Class  of  Asset 


S3 


u 


00c 


Land       

Building  

Foundations 

Boilers  (w/t) 

Dynamos  

Engines  and  Machinery 

Cables .. 

Arc  Lamps        

Arc  Lamp  Posts 

Accumulators 

Motors 

Office  Furniture 

Meters 

Accessories  and  Instruments 
Toob       


Years 
100 

80 
100 

25 

30 

25 

3S 

12 

40 

15 

«5 

15 

12 

12 
10 


Per  cent. 


3 

8 
6 
15 
5 

5 

10 
9 
5 


Years 
100 

ao 
100 

263 

4ia 

I2'6 

421 
166 
27-5 
155 
123 
123 
IO-5 


Per  cent, 

400 
14.00 
1000 

5'5o 

6*00 
21*50 
33"oo 

1*20 
I  "00 
0*20 

0-55 
030 

340 
015 

0'20 


Avecage  BffecUve  Lite       4875  years. 


Of  course,  it  would  be  possible  to  get  a  closer  approxima- 
tion between  the  loan  period  and  the  working  life  by  group- 
ing our  capital  expenditure  under,  say,  half-a-dozen  diflerent 
headings,  and  applying  for  a  separate  loan  in  respect  of 
each,  in  which  case  the  loans  might  perhaps  be  sanctioned 
for  periods  varying  from  12^  years  up  to,  say,  80  years. 
By  carefully  so  classifying  expenditure  under  suitable  head- 
ings, the  difficulties  to  which  I  am  about  to  draw  your 
attention  might  be  reduced,  but  no  amount  of  classification 
could  altogether  remove  them.  You  may  take  it  that  in  all 
cases  the  problem  obtains,  and  that  in  all  cases  the  amount 
of  money  involved  runs  into  very  large  figures ;  so  that  it 
cannot  be  said  with  even  approximate  accuracy  that,  in 
practice,  the  statutory  provisions  with  regard  to  Sinking 
Fund  adequately  solve  the  Depreciation  problem. 

Taking,  however,  the  case  stated  in  our  diagram,  which, 
while  comparatively  simple,  has  not  been  so  simplified  as  to 
represent  a  position  of  affairs  diflfering  very  greatly  from 
that  which  I  have  reason  to  believe  very  generally  obtains, 
you  will  see  that  the  shortest  lived  asset  upon  the  list  repre- 
sents "Tools,  &c.,"  which  have  an  effective  working  life 
estimated  at  io'5  years.  It  is  true  that  this  item  represents 
only  o'2  per  cent,  of  the  capital  expenditure,  and  that, 
therefore,  any  error  that  we  may  discover  in  connection  with 
it  is  practically  a  negligible  quantity;  but  the  general 
principle  will  apply  equally  well  to  all  assets  having  an 
efifective  working  life  estimated  at  less  than  48]  years — that 
is  to  say,  to  the  whole  undertaking,  with  the  exception  of  its 
lands,  buildings,  and  foundations. 

With  regard  to  Tools,  the  position  is  that  at  the  end  of 
about  lojt  years,  if  our  estimate  of  their  working  life  proves 
true,  they  will  require  to  be  renewed.  The  cost  of  such 
renewal  must  to  a  large  extent  be  then  borne  by  revenue, 
because  the  rule  of  the  Local  Government  Board  is  that 
whenever  the  renewal  of  an  asset  takes  place,  and  provision 
has  not  been  made  for  the  repayment  of  the  whole  of  the 
original  cost  thereof,  a  new  loan  will  only  be  sanctioned  to 
the  extent  to  which  provision  has  been  actually  made  for 
such  repayment.  On  the  2}  per  cent.  Tables  a  Sinking 
Fund  of  about  i  per  cent,  is  necessary  to  provide  for  repay- 
ment at  the  end  of  48}  years,  and  at  the  end  of  ten  years 
that  Sinking  Fund  will  only  have  amounted  to  11  33  per 
cent.  Therefore,  upon  the  scrapping  of  these  tools  at  the 
end  of  ten  years,  88- 67  per  cent  of  the  original  cost  must  be 
charged  against  revenue.  Now  it  must,  I  think,  be  obvious 
that  to  charge  i  per  cent,  per  annum  for  ten  years,  and  then 
about  89  per  cent,  in  the  eleventh  year,  is  not  a  fair  or 
an  equitable  way  of  apportioning  between  those  eleven  years 
(or,  to  be  accurate,  loj^  years)  the  proper  charge  to  represent 
the  benefit  derived  by  the  undertaking  daring  that  period 
from  the  use  of  these  particular  assets.  In  this  extreme  case, 
it  is  clear  that,  in  addition  to  the  statutory  Sinking  Fund  of 
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I  per  cent,  per  annum,  something  like  a  farther  8}  per 
cent,  per  annum  ought  to  be  charged  as  a  reserve  for 
renewals. 

Of  coarse,  in  practice  it  is  not  at  all  likely  that  all  the 
tools  will  last  for  exactly  the  same  period  of  time.  Some 
may  last  more  than  10}  years,  and  some  less,  and  yet  10} 
years  may  represent  the  average  life  of  this  class  of  as£^. 
It  may  even  be  that  with  regard  to  such  an  item  as  Tools  the 
cost  of  renewals  from  year  to  year  may  average  itself 
sufficiently  to,  for  practical  purposes,  enable  the  actual  cost 
of  renewals  from  year  to  year  to  be  a  reasonably  fair  charge 
against  current  revenue;  but  that  would  certainly  not  be 
the  case  with  an  item  like  Engines  and  Machinery,  where 
the  individual  assets  would  represent  heavy  items,  and  thus  the 
cost  of  renewal,  if  it  all  (or  nearly  all)  fell  upon  one  par- 
ticular year,  would  constitute  a  very  unfair  charge  agains^ 
the  revenue  of  that  particular  year  necessary  to  compensate 
for  the  insufficient  charge  made  against  all  the  previous 
years. 

Conversely,  of  course,  those  assets  which  have  an  effective 
life  longer  than  the  loan  period  will  remain  in  good  working 
order  after  the  loan  has  been  entirely  repaid,  and  in  the  case 
cited  in  our  diagram  it  will  be  seen  that  the  first  three  items 
have  an  average  working  life  of  90  years,  or  nearly  double 
the  authorised  loan  period.  When,  therefore,  a  i  per  cent. 
Sinking  Fund  is  set  aside  in  respect  of  these  items,  it 
represents  something  like  four  times  as  much  as  is  necessary 
to  make  due  provision  for  Depreciation.  But  this  excess 
cannot  be  made  use  of  to  supply  the  deficiency  to  which  I 
have  already  referred,  for  the  simple  reason  that  the  Local 
Government  Board  will  not  allow  moneys  to  be  borrowed 
for  renewal  purposes  to  an  extent  exceeding  the  provision 
already  made  for  the  repayment  of  that  portion  of  the  loan. 

We  cannot  even  go  the  length  of  saying  ' '  It  will  be 
all  right  a  hundred  years  hence,"  for  in  one  way  or  another 
— that  is  to  say,  either  in  lump  sums  as  renewals  take  place, 
or  reasonably  equitably  apportioned  over  the  various  years, 
if  due  provision  be  made  for  the  contingency  in  advance — 
the  cost  of  those  renewals  for  which  no  borrowing  is 
permitted  will  have  to  be  borne  by  revenue;  and,  inasmuch 
as  there  is  a  further  rule  that  borrowing  is  not  allowed 
(save  within  somewhat  narrow  limits)  in  respect  of  expendi- 
ture that  has  already  been  incurred,  it  is  not  even  possible 
to  get  straight  again  later  on,  when  the  original  loan  period 
expires.  Thus  in  any  event  the  statutory  Sinking  Fund  will 
not  suffice  to  keep  the  undertaking  going.  Further  charges 
must  be  made  against  revenue,  as  representing  part  of  the 
cost  of  the  renewal  of  what  we  may,  for  convenience,  call 
the  "  short-lived  "  assets.  And  thus,  in  spite  of  its  avowed 
policy  to  merely  maintain  the  status  quo,  the  Local  Govern- 
ment Board  in  practice  requires  local  authorities  to  accumu- 
late a  certain  amount  of  capital  on  their  own  account.    This 


is,  and  must  in  all  cases  be,  the  inevitable  result  of  an 
equated  loan  period. 

That  being  so,  the  only  prudent  course,  it  seems  to  me.  is 
for  each  local  authority  to  have  a  careful  calculation  made, 
and  as  a  result  thereof  to  compute  the  annual  sum  that  it 
ought  to  charge  against  revenue,  in  addition  to  Sinking 
Fund,  in  order  to  equalise  the  expenditure  that  will 
necessarily  be  incurred  on  the  renewal  of  these  **  short- 
lived '•  assets.  Such  a  charge  is  sanctioned  by  the  statutory- 
provision  usually  obtaining,  permitting  the  local  authority 
to  create  a  "Reserve  Fund"  not  (usually)  exceeding  one- 
tenth  of  its  aggregate  capital  expenditure  for  the  time  being. 
This  limit,  although  no  doubt  fixed  without  any  previous 
scientific  inquiry,  will,  I  think,  be  found  adequate  under  all 
normal  circumstances  ;  but  the  so-called  Reserve  Fund — or, 
as  I  prefer  to  call  it,  Reserve  (for  renewals)  Fund — should  be 
built  up  systematically  upon  a  basis  computed  by  careful 
calculation,  and  not  haphazard  out  of  "surplus  profits'* 
when  there  are  any.  Then,  when  the  necessity  arises  for 
renewals  to  be  made  for  which  no  borrowing  is  permissible, 
the  cost  of  such  renewals  may  be  borne  by  the  fund,  thus 
reducing  it  and  permitting  further  accumulations  to  be 
made  out  of  revenue  from  time  to  time. 

This  plan  has  already  been  adopted  at  my  suggestion  by 
the  electric  lighting  department  of  one  local  authority,  and 
its  advantages  are,  I  think,  sufficiently  evident  to  encourage 
the  hope  that  others  will  gradually  fall  into  line  and  adopt 
the  same  course.  The  advantages  of  so  doing  are,  it  seems 
to  me,  self-evident.  It  effectually  sets  at  rest  all  doubt  as 
to  whether  due  provision  for  depreciation  is  in  point  of  fact 
being  made ;  and.  by  so  doing,  naturally  increases  the  credit 
of  the  local  authority,  and  improves  the  terms  upon  which 
it  will  be  able  to  raise  future  loans.  At  the  same  time,  by 
definitely  ear-marking  from  year  to  year  gross  profits  which 
in  all  fairness  ought  to  be  set  aside  to  provide  for  future 
expenditure,  it  becomes  possible  to  provide  reasonable 
reserves  for  contingencies,  thus  avoiding  the  fatal  policy  of 
reducing  prices  to  a  level  which  it  will  be  impossible  to 
maintain  in  future  years,  when  heavy  expenditure  for 
renewals  has  to  be  provided  out  of  revenue  because  no 
borrowing  powers  can  then  be  obtained. 

Before  leaving  my  subject,  however,  I  should  like  to  point 
out  that,  with  but  very  slight  sacrifice  at  the  present  time, 
material  advantages  might  be  secured  in  the  future  by 
gradually  reducing  the  outstanding  indebtedness  of  these 
various  trading  departments.  In  the  present  state  of  the 
law  the  maximum  Reserve  Fund  is  usually  lo  per  cent,  upon 
the  capital  expenditure,  and  this  would  probably  be  held  to 
include  the  Reserve  necessary  to  equalise  expenditure  upon 
renewals.  But,  were  this  maximum  to  be  abolished,  an 
additional  Sinking  Fund  of  j^  per  cent,  per  annum  would 
entirely  free  an  undertaking  from  debt  in  about  69  years ; 
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while  a  Sinking  Fund  of  only  4s.  per  cent,  per  annum  would 
produce  the  same  effect  in  less  than  one  hundred  years. 
Thus,  at  an  almost  imperceptible  increase  of  current 
expenses,  provision  might  be  made  for  a  material  reduction  in 
the  indebtedness  of  local  authorities  at  no  very  far  distant 
date ;  and  I  cannot  help  thinking  that  the  increased  charge 
upon  the  present  generation  of  ratepayers  would  be  almost 
immediately  compensated  for^and  more  than  compensated 
for — ^by  the  more  favourable  terms  on  which  local  authori- 
ties would  then  be  able  to  issue  their  loans.  The  mere  fact 
that  local  indebtedness  was  decreasing,  instead  of  increasing, 
would  greatly  increase  the  competition  for  local  stocks,  and 
thus  enable  them  to  be  issued  at  a  higher  price,  or  at  a 
lower  rate  of  interest,  or  perhaps  at  both ;  a  result  which 
would  very  speedily  compensate  for  an  immediate  expendi- 
ture of  a  few  shillings  per  cent,  per  annum  on  the  present 
amount  of  indebtedness.  This  is,  of  course,  outside  the 
scope  of  our  present  discussion,  and  represents  merely  what 
might  be  done  if  the  Legislature  thought  fit  to  extend  the 
powers  it  now  grants  to  local  authorities ;  but  as  a  problem 
in  practical  finance,  it  presents  points  of  considerable 
interest,  and  is  thus.  I  think,  well  worthy  of  more  careful 
consideration  than  it  appears  at  the  present  time  to  have 
received. 


Mr.  Dicksee  having  delivered  his  lecture,  an  interesting 
discussion  took  place. 

Mr.  William  Cash,  F.C.A.  :  In  opening  a  discussion  one 
starts  with  a  disadvantage  when  one  has  heard  such  a  clear 
and  admirable  paper.  Every  word  Mr.  Dicksee  has  said  has 
been  carefully  weighed.  He  has  chosen  his  phrases  with  great 
care  and  accuracy,  and  in  speaking  after  him  one  is  at  some 
disadvantage.  I  am  glad  to  notice  that  at  the  outset  he  said 
this  was  a  vexed  question,  because  there  has  been  a  great 
deal  said  both  for  and  against  the  action  of  local  authorities 
in  the  past  on  the  methods  which  they  have  adopted  and 
the  attitude  they  have  taken  up  with  regard  to  the  question  of 
Depreciation.  At  the  same  time,  it  is  a  very  important  ques- 
tion, because  the  borrowing  of  local  authorities  in  the  past 
has  had  a  disturbing  effect  both  on  the  money  market  and 
on  the  general  financial  situation  in  the  country ;  and  if 
those  borrowings  are  to  continue — as,  of  course,  they  must 
while  these  loans  are  outstanding — it  is  most  important  that 
their  accounts  and  the  question  of  depreciation  in  their 
accounts  should  be  dealt  with  on  a  proper  and  scientific  basis. 
I  may  say  at  once  that  I  had  not  the  slightest  idea  of  the 
line  Mr.  Dicksee  was  going  to  take  on  the  question  of  Depre- 
ciation, but  personally,  so  far  as  my  opinion  is  worth  having, 
I  am  absolutely  in  accord  with  him.  I  think  the  general 
principle  he  has  enunciated  is  the  right  one,  and  it  is  one  for 
which  I  have  always  contended — namely,  that  when  you 
are  dealing  with  a  question  of  equated  period,  as  you  have 
to  do  when  you  are  dealing  with  the  question  of  capital 


borrowed  by  local  authorities  for  these  undertakings,  you 
have  to  regard  the  fact  (having  also  in  view  the  regulations 
of  the  Local  Government  Board)  that  in  addition  to  the 
Sinking  Fund  which  is  laid  down  by  law  for  the  repayment 
of  the  capital,  you  have  to  provide  during  that  equated  period 
for  the  wearing  out  or  the  obsolescence  of  the  short-lived 
plant,  and  for  that  you  require  a  Depreciation  Fund  of 
some  sort.  That,  I  gather  from  Mr.  Dicksee's  paper,  is  the 
view  which  he  takes.  With  regard  to  the  other  matters  he 
has  put  before  us,  there  are  just  one  or  two  observations  I 
should  like  to  make.  One  is  that,  as  you  probably  know  as 
well  as  I  do,  the  Local  Government  Board  are  year  by  year 
drawing  tighter  the  powers  which  they  have  over  local 
authorities.  They  are  shortening  the  terms  of  loans  which 
thay  are  granting  for  such  things  as  electric  light  under- 
takings, and  they  are  also  shortening  the  period  which  they 
^e  allowing  in  arriving  at  the  equated  period  for  the  different 
classes  of  assets  which  require  to  be  provided  in  the  under- 
takings. Take,  for  example,  the  question  of  Meters.  Mr. 
Dicksee  puts  down  here  the  estimated  life  of  meters — and  I 
have  no  doubt  he  is  about  right — at  twelve  years.  I  heard 
a  Local  Government  Board  inspector  lay  down  during  the 
current  month  that  five  years  was  the  outside  life  that  he 
would  allow  in  calculating  the  equated  period  if  the  local 
authority  insisted  upon  borrowing  for  meters,  and  he  also 
strongly  advised  the  local  authority  not  to  borrow  at  all  for 
meters,  and  that  the  whole  of  that  expenditure  should  be 
paid  for  out  of  the  current  revenue.  That  may  seem  rather 
hard  on  the  particular  undertaking,  but  he  also  pointed  out 
— ^and  I  think  with  good  reason — that  for  a  local  authority 
to  borrow  for  such  a  short  term  as  five  years  was  extrava- 
gant, and,  in  his  opinion,  inexpedient.  One  other  alteration 
the  Local  Government  Board  are  now  making,  and  this  you 
are  probably  aware  of.  They  are  now  in  many  cases 
splitting  up  the  sanctions  they  grant  to  local  authorities,  and 
they  will  tell  you  now  —  which  they  did  not  do  before 
—  how  they  arrive  at  their  equated  period,  and  you 
can,  if  you  like,  apply  for  the  sanctions  to  be  granted  in 
respect  of  each  particular  class  of  asset,  either  grouped 
or  singly,  when  applying  for  a  loan.  That,  from  our  point 
of  view,  is  an  immense  advantage,  because  it  simplifies  the 
vexed  question  that  Mr.  Dicksee  has  referred  to— namely,  of 
calculating  at  any  period,  when  the  renewal  of  a  short-lived 
plant  becomes  necessary,  precisely  how  you  stand  with  regard 
to  the  past  and  with  regard  to  your  capital  expenditure.  I 
do  not  think  any  good  purpose  would  be  served  by  my  going 
over  the  points  Mr.  Dicksee  has  made,  because  he  has  put 
them  so  very  clearly ;  but  the  one  main  underlying  feature 
which  I  should  like  to  emphasise  is  this — and  Mr.  Dicksee 
put  it  forward  in  his  paper — that  the  capital  which  a  local 
authority  has  to  use  for  the  purposes  of  its  undertaking  is 
borrowed  capital,  not  its  own  capital.  It  is  not  in  the 
position  of  a  commercial  undertaking  dealing  with  share- 
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holders  and  so  forth,  but  it  is  simply  borrowed  money ;  and 
that  is  the  underlying  principle  on  which  the  Legislature 
has  proceeded  when  it  says  that  borrowed  money  shall  be 
repaid  at  a  definite  and  a  fixed  date.  Then,  again,  I  quite 
agree,  of  course,  with  what  Mr.  Dicksee  has  said,  that  the 
Sinking  Fund  is  a  thing  distinct  from  depreciation  provision 
and  does  not  adequately  provide  for  the  depreciation  of 
short-lived  plant.  Then  as  to  one  other  remark  in  the 
earlier  part  of  Mr.  Dicksee's  paper.  He  spoke  of  the  absence 
of  reliable  information  with  regard  to  the  accounts  of  local 
authorities.  I  think  we  will  all  agree  that,  speaking  quite 
generally,  it  would  be  an  immense  advantage  if  the  accounts 
of  local  authorities  throughout  the  country  were  all  reduced 
to  some  common  form  which  would  give  us  in  a  concise  and 
exact  manner  the  position  of  the  accounts  of  any  particular 
local  authority.  The  accounts  generally  contain  an 
enormous  mass  of  information,  a  great  part  of  which,  for 
the  purpose  of  arriving  at  the  true  financial  position  of  the 
authority,  is  irrelevant  and  unnecessary ;  and  although,  so 
far  as  certain  trading  operations  are  concerned,  there  are 
statutory  forms  of  account — of  course,  Mr.  Dicksee  knows 
there  is  a  statutory  form  for  electric  light,  for  gas,  and  in 
certain  cases  for  water— still,  it  would  be,  so  far  as  the  other 
parts  of  the  accounts  are  concerned,  an  excellent  thing  if 
they  were  all  brought  down  to  one  uniform  form. 

Mr.  A.  C.  Anderson  :  I  am  sure  you  will  all  agree  with  what 
Mr.  Cash  has  said  with  respect  to  Mr.  Dicksee*s  lecture.  It  is 
especially  useful  to  us  to  have  these  matters  put  in  such  a 
lucid  form,  as  the  majority  of  us  are  junior  students  and 
have  had  no  experience  in  such  vast  accounts  as  those  of 
local  authorities.  I  should  like  to  put  one  or  two  questions 
to  Mr.  Dicksee  upon  points  dealt  with  in  his  lecture.  He 
mentioned  that  where  Depreciation  was  provided  for  as  well 
as  a  Sinking  Fund  it  was  really  raising  capital  out  of  the 
present  ratepayers  to  benefit  future  ratepayers.  I  do  not 
know  whether  it  is  usual  to  provide  Depreciation  as  well  as 
the  statutory  Sinking  Fund ;  but  assuming  a  case,  if  I  may, 
where  that  is  done  and  the  capital  has  thus  been  accumu- 
lated, I  should  like  to  ask  the  correct  way  of  dealing  with 
that  capital  item  where  the  concern  is  sold  to  a  private 
company.  I  have  in  my  mind  a  case  mentioned  in  the 
newspapers  where  that  was  done  a  few  weeks  ago  in  con- 
nection with  Bath  or  one  of  the  West  of  England  towns ; 
but  I  am  not  in  a  position  to  say  whether  a  Depreciation 
Fund  as  well  as  the  statutory  Sinking  Fund  was  in  vogue  in 
that  concern.  Also  in  his  opening  remarks  Mr.  Dicksee 
said  that  in  connection  with  accounts  relating  to  railway  and 
gas  companies  it  was  laid  down  by  statute  that  certain 
repairs  were  to  be  provided  out  of  revenue.  I  should  like 
to  ask  whether  the  number  of  years — that  is,  the  life  of  the 
asset — is  given  in  any  terms  in  those  accounts,  or  whether 
it  is  merely  a  general  term  that  those  repairs  shall  be 
«-ovided  out  of  revenue.    In  the  case  of  tools,  where — if  I 


understood  the  remarks  of  the  lecturer  correctly — they  are 
useless  after  ten  years,  although  the  period  for  which  the 
loan  out  of  which  those  tools  were  paid  for  is  48}  years,  I 
think  we  have  seen,  from  what  Mr.  Dicksee  has  said,  that 
the  Local  Government  Board  will  not  give  sanction  for 
further  capital  unless  the  cost  of  those  tools  has  been 
provided  during  ten  years.  That  seems  to  me  to  necessitate 
providing  a  Depreciation  Fund  to  cover  the  cost  in  the  ten 
years  as  well  as  the  statutory  Sinking  Fund.  I  do  not  know 
whether  I  am  right,  but  if  that  is  so,  is  not  the  amount  of 
that  Depreciation  Fund  to  be  taken  into  account  in 
calculating  the  yearly  appropriation  to  the  Sinking  Fund  ? 
Further,  in  the  lecturer's  opening  remarks  on  the  form  of 
accounts,  to  which  Mr.  Cash  also  has  referred,  he  said  that 
in  certain  cases  professional  auditors  were  employed-  I 
should  like  to  ask  whether,  in  his  experience,  he  finds  the 
form  of  accounts  and  the  information  given  in  those  cases  is 
superior  to  that  where  they  are  not  employed. 

Mr.  F.  G.  Bowers,  AC. A. :  With  regard  to  the  paper  Mr. 
Dicksee  has  read,  I  think  it  would  be  a  relief  to  some  of  us  at 
least  to  find  that  the  views  which  have  been  put  so  very  promi- 
nently before  the  profession  are  not  held  by  such  authorities 
as  Mr.  Dicksee  and  Mr  Cash — at  least,  if  I  understood  those 
gentlemen  rightly.  If  the  equated  life  which  the  Local 
Government  Board  prescribes  were  the  true  equated  life — I 
mean  if  the  Local  Government  Fk)ard  inspectors,  after  hear- 
ing the  evidence,  could  hit  on  the  really  true  number  of 
years— then,  I  think,  Mr.  Dicksee  and  Mr.  Cash  both 
agree  that  no  Depreciation  Fund  would  be  necessary  and  that 
that  would  be  the  only  charge  necessary  to  maintain  the 
concern  on  a  sound  financial  basis.  But  because  of  certain 
stringent  regulations  which  the  Local  Government  Board 
make — rightly  or  wrongly — the  local  authorities,  in  order  not 
to  have  to  charge  large  sums  on  the  rates  or  against  the 
undertakings  in  some  future  years,  have  to  provide  an  extra 
sum  which  is  really  an  appropriation  of  profits.  To  my 
mind  it  is  very  important  that  we  should  be  clear  as  to  this 
point.  Of  course,  if  the  equated  life  is  not  the  true  equated 
life  an  extra  charge  must  be  necessary,  as  we  shall  all  agree ; 
but  if  the  equated  life  is  the  true  one,  I  think  we  should  all 
like  to  be  clear  that  both  Mr.  Dicksee  and  Mr.  Cash — and 
we  should  like  to  hear  something  from  Mr.  Keen  on  the 
subject — regard  the  charge  as  a  sufficient  one ;  and  that  to 
provide  these  renewals— and  the  regulations  with  regard  to 
borrowing  have  always  seemed  to  me  to  be  very  stringent — 
you  have  really  to  set  aside  profits,  and  to  charge  the 
undertaking  with  more  than  a  commercial  company  would 
have  to  do  under  the  same  circumstances.  It  has  always 
seemed  to  me  surprising  that  the  desire  to  make  local 
authorities  make  such  heavy  charges  against  their  accounts 
should  come  from  the  quarter  whence  it  did,  because,  if  I 
may  say  so,  the  parties  who  are  urging  that  Depreciation 
should  be  charged  as  well  as  a  Sinking  Fund,  belong,  as  a 
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whole,  to  the  conservative  party  in  the  community.  No 
doubt  the  purpose  "which  would  be  served  if  this  course  were 
followed  is  the  purpose  which  the  socialistic  party  have  in 
mind.  I  think  it  is  well  known  that  the  great  ideal  of 
Socialists  is  that  all  the  debt  shall  be  paid  off  the  under- 
takings, and  that  the  community  should  hold  the  under- 
takings in  its  own  right  and  really  be  the  owner  of  those 
undertakings,  free  from  all  incumbrance ;  so  that  one  would 
expect  that  all  persons  who  are  not  Socialists  and  who  are 
opposed  to  Socialism  would  be  anxious  that  this  extra 
charge  should  not  be  made.  Then,  again,  when  people  tell 
us  that  the  accounts  of  local  authorities  are  in  a  very  bad 
state,  one  feels  that  there  is  one  point  in  general  which  goes 
against  this  being  so  for  a  long  period.  The  party  which  is 
not  the  party  distinctly  unfavourable  to  Socialism  and 
socialistic  experiments  has  extended  municipal  trading,  and 
I  think  that,  had  it  been  possible  to  make  a  good  case  but 
against  the  general  policy  of  local  authorities,  the  conserva- 
tive party  would  have  stepped  in  and  insisted  on  more  sound 
methods.  Then  if  these  undertakings  are  free  from  debt 
the  local  authorities  will  no  longer  have  to  come  to  the 
money  market  to  borrow,  and  what  I  consider  to  be  one  of 
the  greatest  checks  on  their  administration  will  then  be 
gone,  because  we  all  know  that  one  of  the  things  that  local 
authorities  always  have  in  their  mind,  in  connection  with 
their  policy,  is  that  they  must  keep  their  record  good,  so 
that  when  they  next  go  to  the  money  market  they  shall  be 
able  to  borrow  on  good  terms.  The  increased  charge  of 
I  per  cent,  of  which  Mr.  Dicksee  spoke,  is  a  charge  which, 
if  made  against  the  profits,  would  probably  reduce  the 
interest  which  local  authorities  have  to  pay,  and  I  should 
like  to  point  out  that  if  they  did  increase  their  charge  against 
revenue  by  i  per  cent,  that  would  be  equal  to  adding  i  per 
cent,  to  their  interest,  and  I  am  perfectly  sure  they  would 
not  get  I  per  cent,  off  their  interest,  because  the  whole  of 
the  capital  is  invested  in  these  assets,  and  an  increase  of 
I  per  cent,  would  be  exactly  equal  to  i  per  cent,  on  the 
interest.  I  have  thoroughly  enjoyed  Mr.  Dicksee's  lecture 
and  Mr.  Cash's  remarks,  and  hope  Mr.  Keen  will  also  favour 
us  with  the  benefit  of  his  experience. 

The  Chairman  :  I  should  like  to  join  in  thanking  Mr. 
Dicksee  for  his  very  able  and  interesting  paper,  and  in  the 
main  I  am  bound  to  say  I  entirely  agree  with  him.  But  I 
think  there  has  been  a  good  deal  of  discussion  on  one  point 
where  there  is  a  little  misapprehension — a  misapprehension 
that,  perhaps,  Mr.  Cash's  speech  has  rather  ended — and 
that  is  on  this  question  of  the  equated  period.  Of  course, 
taking  this  paper  that  is  in  our  hands,  4875  years  is  the 
equated  period  for  these  various  items  proposed  to  be 
borrowed  by  this  electrical  undertaking ;  but  my  experience — 
and  I  think  it  is  the  common  experience  now — is  that  since 
the  decision  of  the  Local  Government  Board  that,  where 
you  equate  you  must  take  each  item  in  the  equation  as  being 


48' 75  years,  the  equating  of  loans  sanctioned  for  different 
periods  has  practically  ceased.  I  had  a  tussle  with  the 
Local  Government  Board  a  year  or  two  since  on  this  par- 
ticular point.  I  argued  that  I  had  a  loan  of  twenty  years 
equated  with  a  loan  of  ten  years,  and  I  got  a  fifteen  year 
period.  At  the  end  of  ten  years  the  ten  year  asset  had 
naturally  worn  out,  and  I  argued  that  I  was  entitled  to 
borrow  again  for  that,  but  they  said  "No,  there  is  ten- 
fifteenths  only  worn  out."  Since  that  has  been  brought 
home  to  me  I  have  not  equated  in  th'At  way.  Now,  if  you  take 
this  document  it  is  quite  clear  that  you  would  equate  the 
two  loans  for  land  and  foundations,  those  both  being  one 
hundred  years,  and  you  might,  perhaps,  put  the  buildings, 
being  eighty  years,  with  it,  as  that  would  not  make  a  great 
difference.  When,  however,  you  come  to  shorter  loans, 
you  would  take  the  ten  and  twelve  years'  loans  together,  but 
you  would  never  think  of  equating  the  ten  year  with  the 
one  hundred  year  loan ;  so  that  I  think  the  difiiculty  in 
practice  does  not  exist  to  any  considerable  extent  now.  I 
am  bound  to  say  that  my  idea  is  that  it  ought  to  be  sufficient 
for  a  local  authority  to  carry  to  its  Sinking  Fund  the  pro- 
portion of  the  loan  that  has  to  be  paid  off  in  accordance 
with  the  term  sanctioned  without  any  necessity  for  an 
additional  Depreciation  Fund.  There  is  no  doubt  the  Local 
Government  Board  can  only  act  on  the  best  information 
that  is  available  as  to  what  the  life  of  a  particular  asset  is. 
Sometimes  they  go  astray.  For  instance,  since  the  electrical 
industry  has  come  so  much  to  the  fore,  they  sanctioned  periods 
in  some  instances  considerably  in  excess  of  the  life  of  the 
asset,  but  having  learned  from  experience  they  have  cut 
down  those  periods.  It  may  also  be  borne  in  mind,  as  a 
set-off  against  that,  that  there  is  this  question :  taking  again 
the  illustration  we  have  before  us  of  land — a  hundred  years 
— what  is  going  to  be  the  value  of  the  land  at  the  end  of 
that  time  ?  Very  probably  it  will  be  more  than  it  is  to-day, 
so  that  the  Sinking  Fund  that  is  being  set  aside  year  by  year 
in  respect  of  the  land  is  practically  not  wanted  at  all. 
There  is  no  depreciation  on  the  land,  but  there  may  be 
appreciation,  and  that  goes  to  make  good  aiiy  depreciation 
there  may  happen  to  be  on  some  of  the  other  items.  I 
think,  in  dealing  with  local  authorities,  we  do  not  want  to  go 
for  such  absolute  scientific  accuracy.  At  any  rate,  we 
cannot  attain  it,  and  I  think  if  there  is  a  little  risk  that  the 
period  sanctioned  may  be  a  little  too  long,  there  is  also  the 
greater  risk  that  it  may  be  a  little  too  short ;  so  that  we  may 
weigh  the  one  with  the  other  and  accept  the  payment  of  the 
Sinking  Fund  in  ordinary  cases  as  being  sufficient  depreda- 
tion. The  practice  that  Mr.  Cash  has  referred  to  as  existing 
with  regard  to  gas  and  water  companies  particularly,  of 
setting  aside  a  portion  of  their  profits  to  a  Reserve  Fund, 
which  may  ultimately  amount  to  10  per  cent,  of  their  capital, 
is,  of  course,  a  very  useful  one,  and  I  think  that  may  very 
well  be  adopted  by  local  authorities  where  they  have 
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power.  That  appears  to  me  to  raise  a  question  which  some 
day  may  have  to  be  faced — I  do  not  know  how  far  it  has 
been  raised  at  present — namely,  that  a  local  authority  carry- 
ing on  a  trading  undertaking  carries  it  on  for  the  benefit  of 
the  ratepayers ;  and  it  carries  it  on  under  the  sanction  of  an 
Act  of  Parliament,  or,  in  some  cases,  of  an  order — for 
instance,  in  the  case  of  a  light  railway  order — and  any 
deficiency  in  carrying  on  may  be  charged  against  the  rate, 
while  any  surplus  in  carrying  on  has  to  be  credited  to  the 
rate.  Well,  it  has  to  be  considered  what  a  rate  can  be 
raised  for.  The  general  district  rate  is  usually  the  rate  that 
has  to  bear  the  loss  or  that  has  to  take  the  profit  on  these 
trading  undertakings,  and  a  general  district  rate  may  be 
made  to  make  good  any  deficiency  in  the  General  District 
Fund.  Well,  suppose  a  ratepayer  says,  "You  have  paid 
"  your  Sinking  Fund  charge  and  interest  on  your  loan,  and 
"  you  have  set  aside  a  sum  to  meet  what  you  call  Deprecia- 
*'  tion.  I  claim  that  is  profit,  and  I  claim  that  you  cannot 
"  make  a  rate  on  me  without  giving  credit  for  that  profit." 
I  am  not  at  all  sure  that  the  ratepayer  may  not  be  entitled  to 
succeed  in  his  contention,  and  I  am  not  at  all  sure  that  we 
shall  not  some  of  these  days  have  the  Government  auditors, 
who  are  getting  rather  wideawake  and  anxious  to  come  to 
the  fore,  raising  points  of  that  sort.  There  no  doubt  is  a 
legal  point  involved,  and  I  think  some  day  it  may  have  to 
be  discussed.  In  connection  with  the  borrowing  there  is  no 
doubt  that  a  general  rule  of  the  Local  Government  Board  is 
that  they  will  not  sanction  a  loan  for  a  longer  period  than 
the  life  of  the  asset ;  but  it  is  rather  remarkable  what 
different  periods  are  sanctioned ;  and  we  have  also  this 
point  that  we  ought  not  to  lose  sight  of.  Some  of  these 
authorities  do  not  borrow  with  the  sanction  of  the  Local 
Government  Board.  Take,  for  instance,  the  London  County 
Council.  Their  terms  are  sanctioned  in  their  Money  Bill. 
I  think,  which  is  brought  in  annually,  and  the  repayment 
they  make  is  not  in  the  form  of  a  Sinking  Fund,  properly 
so  called,  but  they  repay  a  sixtieth  of  the  amount  of  their 
borrowing  into  what  they  call  the  Consolidated  Loans 
Fund,  which  they  apply  largely  in  lending  to  other 
authorities^  the  interest  on  which  they  apply  towards 
the  reduction  of  the  London  County  rate.  Their  system  is 
therefore  a  system  of  repayment  by  instalments,  and  not  a 
repayment  by  Sinking  Fund,  which  I  think  we  should  all 
regard  as  being  the  more  scientific  method.  Then  in  the 
case  of  other  County  Councils,  the  maximum  period  that  a 
County  Council  may  borrow  for  under  the  Local  Govern- 
ment Act  of  1888  is  thirty  years,  but  the  London  County 
Council  gets  sixty  years.  Well,  there  is  a  great  inequality 
there,  and  the  question  might  be  raised  as  to  whether  sixty 
years  is  not  an  excessive  period  when  applied  to  the  assets 
generally  in  respect  to  which  their  loans  are  raised  ;  so  that 
in  the  case  of  the  London  County  Council,  if  that  be  so, 
there  may  be  a  question  properly  raised  as  to  whether  a 


Depreciation  Fund  or  a  Reser\'e  Fund  ought  not  in  addition 
to  be  made  there ;  but  if  their  borrowing  were  regelated  by 
the  Local  Government  Board  in  accordance  with  the 
principles  that  they  apply  to  the  borrowings  of  other  and 
smaller  local  authorities,  I  think  there  would  be  no  necessity 
for  any  question  to  be  raised.  There  is  another  point  that 
has  not  been  raised  this  evening  that  I  thought  probably 
would  be,  and  that  is  the  question  of  Depreciation  in  connec- 
tion with  the  settlement  of  income-tax.  I  do  not  propose 
to  weary  you  by  going  into  it,  but  I  received  the  other 
day  a  document  setting  out  statistics  from  various  boroughs 
as  to  what  had  been  done  by  income-tax  surveyors  in  the 
way  of  allowance  for  Depreciation,  and  just  one  or  two  of 
these  may  interest  you.  In  the  case  of  tramways  twenty- 
eight  boroughs  rendered  returns  as  to  the  Depreciation 
allowed,  and  with  regard  to  the  item  of  Overhead  Equipment 
iq  per  cent,  was  allowed  in  some  cases,  8  per  cent,  in 
others,  7J  per  cent,  in  others,  6  per  cent,  in  others,  5  per 
cent,  in  others,  and  3  per  cent,  in  others,  so  that  you  have 
a  variation  from  10  per  cent,  to  3  per  cent,  in  the  view  taken 
by  the  various  surveyors  of  factories  as  to  the  depreciation 
of  overhead  equipment.  In  the  case  of  cars  and  rolling 
stock  there  is  a  variation  from  10  per  cent,  down  to  5  per 
cent.,  and  in  other  plant  from  10  per  cent,  down  to  3  per 
cent.  In  the  case  of  water- works,  out  of  seventeen 
boroughs,  5  per  cent,  was  allowed  on  machinery  in  three  of 
them,  10  per  cent,  was  allowed  on  other  plant  in  one  of 
them,  5  per  cent,  on  other  plant  in  three  of  them,  and  in  the 
rest  no  allowance  at  all.  Then  in  electric  light  cases,  on 
machinery  the  allowance  varied  from  6  per  cent,  down  to 
2  per  cent. ;  on  motors,  meters,  and  transformers  from  10 
per  cent,  down  to  i  per  cent.  ;  on  mains  and  cables  from 
6  per  cent,  to  i  per  cent. ;  and  on  lamps  from  5  per  cent, 
down  to  I  per  cent.  There  is  no  doubt  that  these 
variations  ought  not  to  exist ;  and,  at  any  rate,  it  would  be 
useful  if  some  scale  could  be  enforced  which  would  be  acted 
upon  by  surveyors  of  taxes.  The  Chairman  of  your  Society, 
I  think,  referred  to  the  question  of  the  Reserve  Fund  of 
one  of  these  undertakings  on  sale,  as  to  what  would 
become  of  it  if  there  were  a  Reserve  Fund.  Well,  I  do 
not  want  to  anticipate  any  answer  the  lecturer  may  give, 
but  I  do  not  think  any  of  us  can  answer  that  question. 
I  am  sure  Mr.  Cash's  opinion  and  my  own  will  be  that  we 
generally  try  and  get  the  Reserve  Fund  as  well  thrown 
in  without  any  increased  payment  if  we  are  acting  for  the 
purchaser,  and  the  reverse  if  we  are  acting  for  the  vendor — 
(laughter) — and  sometimes  it  goes  one  way  and  sometimes 
the  other.  Then  there  is  another  matter  which  I  thought 
might  interest  the  meeting  a  little.  I  do  not  know  whether 
members  of  the  Society  have  made  themselves  familiar  with 
the  report  of  the  Joint  Select  Committee  on  Municipal 
Trading.  That  Committee  made  an  interim  report  some 
three  years  back,   in  which,   amongst  other  things,  they 
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recommended  that  the  accounts  of  County  Councils  and 
Boroughs,  and  some  other  of  the  larger  authorities,  should 
be  audited  by  Chartered  or  Incorporated  Accountants, 
instead  of,  as  at  present,  by  the  Local  Government  Board 
auditors.  They  also  in  their  report  mentioned  that  their 
opinion  was  that  the  auditors  so  appointed,  who  would  be 
Chartered  or  Incorporated  Accountants,  were  to  make  a 
report  which  would  be  given  to  the  Local  Government 
Board  and  the  local  authority,  and  they  should  express 
their  opinion  upon  the  necessity  of  Reserve  Funds  and  of 
the  amounts  set  aside  for  depreciation  and  obsolescence  of 
plant  in  addition  to  the  statutory  Sinking  Funds,  and  of  the 
adequacy  of  such  amounts.  I  suppose  we  should  all 
welcome  the  day  when  we  took  the  place  of  Local  Govern- 
ment Board  auditors,  or  any  other  people  who  are  not 
Chartered  Accountants.  Whether  that  day  is  ever  coming 
I  do  not  know ;  but,  at  any  rate,  before  the  Committee  of 
Parliament  this  question  of  Depreciation  was  an  important 
question,  and  therefore  it  is  one  which  very  properly  has 
our  consideration.  One  other  point  was  mentioned, 
regarding  accounts  prepared  by  accountants  for  local 
authorities,  as  to  whether  they  are  on  better  lines  than 
those  not  prepared  by  accountants.  Of  course  they  are. 
(Laughter.)  I  am  afraid  there  are  not  so  many  of  them 
prepared  by  accountants  as  there  ought  to  be,  and  I  quite 
agree  with  Mr.  Cash  in  what  he  says  with  regard  to  so 
many  of  the  local  authorities'  accounts  being  bound  up  in  a 
thick  and  handsome  binding  and  looking  very  formidable, 
though  when  you  come  to  look  through  them  there  is  a  mass 
of  detail — for  instance,  how  much  nails  and  string  has  been 
bought  from  John  Smith  and  William  Jones— which  can  by 
no  possibility  interest  anybody.  Your  difl&culty  is  to  find 
what  the  accounts  mean,  and  I  think  it  would  be  useful 
if  they  could  be  standardised  a  little.  I  am  afraid  always 
of  the  standardisation  of  accounts,  but  it  would  be  better  if 
they  could  be  prepared  more  by  Chartered  Accountants, 
who  should  aim  at  giving  not  a  mass  of  uninteresting  detail, 
but  the  actual  facts  which  ought  to  be  brought  home  to  the 
ratepayers,  and  these  should  be  given  in  a  form  in  which 
they  could  be  readily  understood. 

Mr.  Cash  :  To  give  an  example  of  the  last  point  dealt 
with  by  Mr.  Keen,  I  actually  had  a  case  not  very  long 
ago  dealing  with  the  accounts  of  a  local  authority  where,  in 
talking  to  the  borough  accountant,  I  said,  "  Why  on  earth 
do  you  give  all  this  mass  of  information?  "  "  Well,'*  he 
said,  "in  our  accounts  last  year  a  question  was  raised.  We 
"  had  sold  a  lot  of  old  brooms,  and  they  did  not  appear  any- 
•'where  in  our  accounts."     (Laughter.) 

The  Lbctursr  :  It  is  getting  rather  late,  so  I  will  make 
my  remarks  as  brief  as  possible.  With  regard  to  the 
diagram  I  put  before  you,  of  course,  in  practice  it  is  not  at 
all   likely  that  all  the  various  assets  would  be  grouped 


together,  and  one  loan  obtained  for  the  lot.  There  would, 
no  doubt,  be  a  certain  amount  of  splitting  up  into  sections 
of  approximately  equal  life,  and  loans  would  be  granted  for 
different  terms  in  respect  of  each  section.  But  I  have  pur- 
posely put  this  data  in  the  form  of  a  diagram,  as  being  as  simple 
as  possible,  to  make  as  clear  as  I  could  the  main  idea  that  I 
wanted  to  put  forward — namely,  that  even  when  you  have 
only  two  items,  and  you  take  an  average,  that  average 
does  not  correspond  with  the  items.  In  this  case  we 
have  fifteen  different  kinds  of  assets:  if  we  had  fifteen 
separate  loans,  one  in  respect  of  each  class,  they  would  still 
be  loans  for  equated  periods,  because  the  individual  items  of 
assets  would  not  all  be  of  equal  life,  and,  therefore,  the 
difiiculty  that  I  drew  your  attention  to  must  in  all  cases 
exist,  although,  of  course,  it  would  materially  be  reduced  by 
judiciously  splitting  up  your  loans  and  applying  for  each 
;  for  a  term  roughly  approximating  to  the  estimated  life 
.  instead  of  widely  differing  from  it.  With  regard  to  the 
question  of  the  form  of  accounts,  at  all  events  when  one  is 
dealing  with  trading  departments,  we  are,  of  course,  to  a 
large  extent  hampered  by  a  prescribed  form  ;  but  what  I 
particularly  referred  to  when  I  sAid  we  could  not  get  the 
figures  we  wanted  out  of  the  published  accounts  was  that  we 
cannot  get  our  capital  expenditure  so  stated  and  classified 
that  it  is  perfectly  clear  what  is  the  estimated  term  of  life 
for  each  group  of  assets,  or  what  is  the  exact  term  for  which 
we  have  been  able  to  borrow  for  each  definite  section  of  the 
capital  expenditure.  In  some  cases  the  capital  expenditure 
goes  on  accumulating,  so  that  where  assets  are  discarded 
they  are  not  taken  out  of  the  capital  expenditure,  but  the 
renewals  are  added  to  them.  Of  course,  you  get  it  on  both 
sides  of  the  account,  and  it  does  not  disturb  the  balance ; 
but  the  actual  figures,  of  course,  in  that  way  represent 
something  rather  different  from  what  one  would  expect,  and 
the  information  is  not  sufficiently  clearly  given  in  the  pub- 
lished accounts  to  enable  one  to  know  whether  the  capital 
expenditure  represents  assets  still  in  existence,  or  assets 
which  have  been  discarded  and  paid  for,  and  which,  therefore, 
are  done  with  in  every  sense.  With  regard  to  the  question  of 
railway  accounts,  which  someone  asked,  the  provision,  I 
think,  that  railways  must  provide  for  renewals  out  of 
revenue  comes  in  the  statutory  form  of  accounts,  and  I  think 
it  is  also  covered  by  the  statutory  form  of  auditor's  certificate, 
which  requires  him  to  say  that,  in  his  opinion,  the  dividend 
proposed  to  be  declared  has  been  bond  fide  earned  out  of 
revenue.  With  regard  to  the  points  that  Mr.  Bowers  raised, 
I  am  not  sure  that  those  are  not  mostly  political  questions 
rather  than  questions  of  accounts.  I  rather  doubt  the 
expediency  of  considering  what  would  be  the  probable  effect 
of  deciding  upon  a  particular  line  of  conduct  in  connection 
with  accounts  before  you  make  up  your  opinion.  I  feel  sure 
the  proper  way  to  get  at  a  right  conclusion  on  any  question 
of  accounts  is  to  really  work  it  out  on  its  merits  and  then  let 
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the  consequences  be  what  they  may.  If  we  work  it  the  other 
way  round,  and  first  consider  the  possible  effect,  it  is  bound 
to  warp  our  judgment  to  some  extent.  But  with  regard  to 
the  possible  future  position,  that  our  local  authorities  may 
stand  free  of  debt  and  therefore  be  free  from  the  control  of 
the  money  market,  we  are  no  doubt  a  long  way  off  that ; 
and  I  think  we  shall  always  be  a  long  way  off  it,  because 
there  will  always  be  extensions  and  developments  going  on 
for  which  additional  borrowings  would  be  necessary.  I  do 
not  imagine  that  one  would  ever  get  to  the  time  when  a 
local  authority  will  own  its  undertakings  free  of  debt,  but 
the  tendency  at  the  present  time  seems  to  be  for  the  debt  to 
accumulate  at  a  far  more  rapid  rate  than  that  at  which  the 
resources  of  the  neighbourhood  enlarge,  and  that,  of  course, 
makes  trouble.  As  to  the  possibility  of  paying  off  capital 
by  a  special  charge  against  revenue,  directly  made  for  that 
purpose,  I  do  not  suggest  a  i  per  cent,  charge.  I  think  a 
I  per  cent,  additional  charge  would  be  too  onerous.  I 
suggested  either  a  }  per  cent.,  which  would  take  69  years,  or 
a  4s.  per  cent,  rate,  which  would  take  100  years.  Even  the 
}  per  cent,  rate  would  not,  I  think,  really  be  a  very  onerous 
increase  in  the  rates  as  a  rule.  After  a  few  years,  at  all 
events,  I  feel  sure  the  relief  would  be  felt  by  the  present 
generation  in  a  reduction  of  the  terms  upon  which  future 
borrowings  could  be  effected.  One  point  that  I  think  has 
always  tended  to  make  difficult  any  discussion  at  close 
quarters  of  the  accounts  of  local  authorities  is  that  directly  you 
put  your  finger  upon  one  thing  and  say  "  In  this  respect  you 
are  not  acting  so  strictly  as  business  concerns, ' '  you  are  met 
by  the  answer,  ' '  Yes,  but  in  some  other  respects  we  are 
"  required  to  act  more  strictly,  and  upon  balance  we  are  more 
•  •  strict  than  business  concerns  are. ' '  Well,  it  is  very  difficult 
to  say  what  is  the  balance  between  these  various  items.  If 
it  were  the  custom  for  the  accounts  of  local  authorities  to  be 
framed  upon  what  we  call  ordinary  business  lines,  and  for 
the  provision  for  repayment  of  loans  to  be  made  by  way  of 
an  allocation  of  ascertained  net  profits,  instead  of  being 
charged  up  against  revenue  before  you  arrive  at  so-called 
profits,  one  would  be  upon  much  clearer  ground,  I  think,  all 
round,  and  a  comparison  which  might  be  useful  to  the 
management  of  both  classes  of  undertakings  could  then  be 
made  without  any  fear  of  doing  an  injustice  to  either. 
(Applause.) 

Mr.  T.  E.  MiLWARD  proposed  a  vote  of  thanks  to  Mr. 
Dicksee  for  his  interesting  lecture,  and  Mr.  A.  E  Veale,  in 
seconding  the  motion,  said  that  a  lecture  on  such  a  subject 
was  interesting  at  any  time,  but  it  was  especially  so  just  now, 
when  so  much  was  heard  of  reform  in  the  air  in  connection 
with  the  London  County  Council.  It  was  also  particularly 
interesting  to  this  Society  as  accountant  students,  because 
it  was  a  subject  on  which  they  must  of  necessity  have 
information  if  they  were  to  hope  to  get  through  their 
examinations  and  be  of  any  good  as  accountants  in  future. 


The  motion  was  carried  unanimously,  and  Mr.  Dicksee 
briefly  acknowledged  the  vote. 

Mr.  R.  Kettle  proposed  a  vote  of  thanks  to  Mr.  Keen 
for  presiding,  which  was  seconded  by  Mr.  Dickie  and  carried, 
the  name  of  Mr.  Cash  being  incorporated  in  the  vote  at  the 
request  of  Mr.  Bowers,  who  said  that  gentleman  had  come 
to  the  meeting  at  very  short  notice  in  order  to  take  part  in 
the  discussion. 

The  Chairman  :  I  am  much  obliged  to  you.  It  is  a  great 
pleasure  to  me  to  be  here,  and  anything  I  can  do  in  assisting 
you  in  forming  your  opinions,  and  perhaps  at  the  same  time 
forming  one's  own — because  there  is  nothing  like  discussing 
these  matters  for  coming  to  right  opinions — I,  for  one,  am 
very  glad  to  do.  I  hope  we  shall  all  form  right  opinions 
and  be  able  to  retain  them,  and  that  even  after  the  lapse  of 
time  they  will  rismain  good.  It  just  occurs  to  me  to  remind 
you  that  some  time  ago  Lord  Westbury  had  a  case  brought 
before  him  of  a  question  of  breach  of  trust.  It  was  argued 
before  him  at  some  length,  and  he  expressed  the  distinct 
view  that  there  had  been  a  breach  of  trust,  and  that  it  had 
continued  for  twenty-five  years,  and  the  trustee  would  have 
to  make  good  the  loss  to  the  estate.  They  had  got  to  that 
point,  when  counsel  who  had  been  arguing  the  matter  inter- 
vened, and  with  due  submission  reminded  his  Lordship  that 
the  partv  at  the  time — twenty-five  years'  before — when  start- 
ing on  his  wrong  career,  had  been  advised  by  counsel.  The 
Judge  asked  :  '  *  What  counsel  ? '  *  Whereupon  counsel  got 
his  papers  out,  and  after  looking  through  them,  said :  "  I 
find  it  was  Mr.  Bethell,  my  lord."  Well,  Mr.  Bethell  had 
become  Lord  Westbury,  and  his  only  reply  was :  "  It  shows 
• '  the  folly  of  taking  opinions  from  these  young  inexperienced 
"men."     (Laughter.) 

Mr.  Cash  also  acknowledged  the  vote,  remarking  that  it 
had  been  a  great  pleasure  to  him  to  see  Mr.  Keen  in  the 
chair,  for  that  gentleman  had  had  exceptional  experience  in 
this  class  of  work.     (Applause.) 

The  proceedings  them  terminated. 


nottbecn  institute  ot  Cbattete& 
accountants* 


Twenty-Fifth  Annual  Report  and  Accounts. 


At  the  annual  meeting,  held  in  the  Library,  13  Grey 
Street,  Newcastle-upon-Tyne,  on  the  8th  February  1907, 
the  following  annual  report  and  accounts  were  adopted  by 
the  members : — 

The  Council  have  pleasure  in  presenting  the  twenty-fifth 
annual  report  to  the  members. 

The  accounts  for  the  year  show  a  balance  in  hand  at 
31st  December  1906  of  £20  7s.  6d. 
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The  present  membership  consists  of  25  Fellows  and 
29  Associates.  The  Council  would  again  urge  all  local 
members  of  the  Institute  whe  are  not  already  members  of 
the. Northern  Institute  to  become  subscribers. 

Several  new  books  have  been  purchased  for  the  Library 
during  the  year. 

The  Northern  Chartered  Accountants  Students'  Society 
have  again  had  the  free  use  of  the  Library  for  their  classes, 
meetings,  and  lectures.  A  useful  and  instructive  syllabus 
for  the  1906-1907  session  was  arranged  as  follows : — 

1906 
Oct.    10.— Presidential    Address.      Mr.     F.    C     Squance, 
F.C.A. 
„      19.— Lecture,  "  Deeds  of  Arrangement."  Mr.  Tinsley 

Lindley,  LL.D. 
„      31. — ^Joint  Debate  with  Hull  Chartered  Accountants 
Students'    Society    at    Newcastle-upon-Tyne. 
The  Hull  Society  will  send  three  representa- 
tives to  take  part  in  the  debate. 
14.— Lecture,    "The  Criticism  of  Accounts."     Mr. 

W.  R.  Hamilton,  F.C.A. 
13. — Third  Annual  Dinner. 
„      19.— -Lecture,   *'The  Preparation  of  Certificates  by 
Chartered  Accountants  for  Purposes  of  Joint 
Stock  Company  Flotations."     Mr.  A.  F  Dodd, 
F.C.A. 
1907 
Jan.    10. — Joint  Debate  with  Leeds  Chartered  Accountants 
Students'  Society  at  Leeds. 
„      17. — Lecture,  *•  Builders*  Accounts."    Mr.   John   A. 

Walbank,  A.C.A. 
,,      23.  — Debate    with    the    Newcastle-upon-Tyne    Law 
-    Students'  Society. 

Statement  of  Receipts  and  Payments 


Nov. 


Dec. 


Feb.  13.-— Lecture,     "A Dip    into    The   Accountant,*'     Mr. 
J.  G.  Nixon,  Junr.,  A.C.A. 
.,    20.— Hat  Night. 
Mar.    6. — Lecture,    ' '  Cost  Accounts    for  Small  Manufac- 
turers."    Mr.  M.  Webster  Jenkinson,  A.C.A. 
April  3. — Third  Annual  General  Meeting. 

The  Council  had  the  pleasure  during  the  year  of  present- 
ing to  Messrs.  J.  G.  Boss,  Junr.,  E.  W.  Ismay,  and  J.  H. 
Morton,  the  certificates  of  merit  awarded  to  them  at  the 
Final  Examination  of  the  Institute  held  in  December  1905 
and  June  1906.  At  the  Final  Examination,  held  in  December 
last,  two  local  students,  Messrs.  J.  G.  Cross  and  F.  V. 
Spark,  were  also  awarded  certificates  of  merit. 

As  the  members  are  aware,  the  Council  of  the  Institute  of 
Chartered  Accountants  were  invited  to  hold  an  Autumnal 
Meeting  in  Newcastle-upon-Tyne  in  1906.  The  Council  could 
not  see  their  way  to  accept  the  invitation  for  1906  but  have 
intimated  their  willingness  to  hold  an  Autumnal  Meeting  here 
this  year.  A  Special  Committee  will  be  appointed  to  carry 
out  the  necessary  arrangements,  and  your  Council  trust  that 
the  members  generally  will  do  their  utmost  to  make  the 
Autumnal  Meeting  a  success. 

The  following  members  of  the  Council  retire  in  accordance 
with  Rule  23: — Messrs.  R.  H.  Holmes,  E.  Sparks,  and 
T.  Wallace. 

The  Honorary  Auditors  and  the  Hon.  Secretary  and 
Treasurer  also  retire,  but  are  eligible  for  re-election. 

A  Statement  of  the  Receipts  and  Payments  for  the  year 
has  been  audited,  and  is  now  presented. 

W.  C.  Forster. 

President, 
William  Rose, 

Hon,  Sec.  and  Treas, 
Newcastle-upon-Tyne, 

February  1907. 
for  the  Year  ended  31st  December  1906. 

Payments 

£    s    d 

By  Rents,  Rates,  Gas  and  Caretaker.  &c S3    i    z 

«  Printing,  Stationery,  Postages  ana  Sundries          . .        . .  7156 

m  New  Books,  Binding  Books 12    6    o 

»  Fees  for  Presiding  at  Examinations 25    4    o 

0  Honorarium  to  Librarian          ..        ..> 220 

«  Expenses  of  Autumnal  Meeting         2x0 

0  Balance  in  Bank 20    7    6 


Receipts 

To  Balance  in  Bank 

.   Subscriptions   to  Date,  as  per  Subscript  on 
Book:— 

25  Fellows  at  £1    IS.    od 

29  Associates  at  los.    6d 


£    s    d 


£    s    d 
18  16    7 


26 

15 


Add  Arrears 
Subscription  in  Advance 

Entrance  Fees:— 

2  Fellows  at  £1    is.    od.  . 
4  Associates  at  los.    6d.  . 


^  9  6 
o  10  6 
o  10  6 


43  10    6 


Allowance  from  Parent  Institute,  towards  maintenance 
of  Library  (i  year)  to  31st  December  1906    ..        ..30 

Fees  for  Presiding  at  Exammations 25 

Fees  charged  for  use  of  Library 2 


440 


£i22  17    I 


£122  17    I 


jV  ewcastU-upon-Tyne, 

xSth  January  1907. 


Audited  and  Certified. 

Herbert  T.  Rosevear,  A.C.A 
Thomas  Vasey,  A.C.A. 
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The  following  officers  were  elected,  viz. : — 
Vice-Presidtnt—Mr.  J.  A.  Sisson. 

Hon.  Auditors— Messrs,  H.  T.  Rosevear  and  T.  Vasey. 
Hon.  Secretary  and  Treasurer — Mr.  William  Rose. 

The  Council,  with  the  members  of  the  Institute  whose 
names  are  given  below,  were  appointed  as  a  Special  Com- 
mittee (with  power  to  add  to  their  number)  to  carry  out  the 
necessary  arrangements  in  connection  with  the  forthcoming 
visit  of  the  Institute  of  Chartered  Accountants  to  Newcastle- 
upon-Tyne  in  October  next : — 

Messrs.  T.  G.  Bowden,  T.  C.  Martin.  J.  Miller,  W.  B. 
Ormond,  R.  P.  Winter,  and  E.  J.  Wilkinson. 

Mr.  John  H.  Armstrong  was  unanimously  elected  Presi- 
dent at  the  adjourned  annual  meeting,  held  on  Tuesday,  the 
1 2th  February  1907. 

At  a  meeting  of  the  Council,  held  on  Tuesday 
1 2th  February  1907,  Messrs.  Edward  Sparks  and  T.  Wallace 
were  elected  to  the  two  vacancies  on  the  Council. 


XTbe  (rbartere&  accountants'  Oolt  Club. 


Chartered  Accountants'  Qolf  Club  v.  London 
Solicitors'  Qolfing  Association. 


Thb  above  match  will  be  played  at  Richmond  (by  kind 
permission  of  the  Mid-Surrey  Golf  Club)  on  Wednesday  the 
17th  April,  at  2.30  p.m.  The  following  will  represent  the 
Accountants : — 

(i)  J.  G.  Fowler  (Captain). 

(2)  T.  G.  Mellors. 

(3)  V.  Manley. 

(4)  A.  R.  King  Farlow. 

(5)  J.  W.  Barber. 

(6)  H.  Kidson,  Junr. 

(7)  H.  F.  Turner. 

(8)  W.  F.  Mapleston. 


Tournament. 

Result  of  Third  Round. 
S.  C.  Leonard  beat    L.  Gruning.  i  up 

W.  W.  Read  „      D.  Hill,  Junr.,  5*3 

A.  R.  King  Farlow       „      E.  I.  Husey 
J.  Harris  „       H.  Wingfield,  3  &  1 

H.  Kidson,  Junr.  „       S.  P.  Derbyshire 

J.  Lx)rdan  „       A.  J.  Kelleway 

A.  P.  Ford  „       D.  Hill 

The  remaining  heat,  J.  W.  Barber  v.  D.  Forde,  has  not  yet 
Ssen  decided. 


HevtewB. 


Municipal  Rating  and  tlie  Collection  of  Rates. 


By  A.  James  Pearce,  A.C.A. 


London,  1907:    Gee  &  Co.,  34  Moorgate  Street,  E.C. 
Price  5s.  net. 

While  primarily  intended  for  students  of  this  branch  of 
municipal  finance,  the  small  volume  now  before  us  will  no 
doubt  be  found  useful  to  those  responsible  for  the  collection 
of  municipal  rates,  while  the  author's  position  as  chief 
assistant  to  his  father,  the  Borough  Accountant  of  Ipswich, 
has  no  doubt  given  him  ample  opportunities  of  fully 
considering  and  studying  his  interesting  subject.  To  the 
general  reader  the  charts  showing  the  weekly  progressive 
collection  of  rates,  comparing  one  district  with  another,  and 
each  district  with  the  normal,  will  be  found  of  considerable 
interest,  and  the  idea  is,  of  course,  equally  applicable  to  aJl 
classes  of  collections  where  payment  is  due  on  a  fixed  date. 
The  work  is  divided  into  three  parts,  dealing  respectively 
with  Rating,  the  Collection  of  Rates,  and  the  Checking  of 
Rate  Collections.  An  adequate  supply  of  forms  is 
appended,  and  the  necessary  explanations  are  as  clear 
as  could  be  wished.  A  useful  Index  adds  to  the  complete- 
ness of  the  volume. 


Ttie   Commercial   Org:anisation   of    En^neering 
Factories. 


By  Henry  Spenser. 


London,  1907  :  E.  &  F.  N.  Spon,  Lim.,  57  Haymarket,  S.W. 
Price  los.  6d, 
Some  ten  or  eleven  years  since  Messrs.  Spon  issued  a  very 
interesting  work  on  the  commercial  organisation  of  factories, 
which  at  that  time  dealt  with  a  practically  novel  subject. 
Mr.  Spenser's  work  follows  much  upon  the  same  lines  but  is 
considerably  condensed,  amounting  as  it  does  to  only  some 
220  pages.  In  the  meantime,  however,  matters  have  not 
stood  still,  and  Me.ssrs.  Spon  have  no  longer  the  field  to 
themselves.  The  object  of  the  writter  is  apparently  to  deal 
with  things  as  they  are.  rather  than  as  they  should  be.  and 
from  some  points  of  view  there  is  certainly  a  good  deal  to  be 
said  for  this  attitude  ;  but,  however  much  it  may  add  to  the 
value  of  the  work  from  the  point  of  view  of  those  for  whom 
it  is  primarily  intended,  it  certainly  cannot  be  said  to  increase 
its  interest  to  the  student  of  accounting,  who  prefers  to  set 
before  himself  a  somewhat  high  ideal,  even  although  he  may 
know  that  under  present  conditions  it  is  impossible  of  attain- 
ment.    One  of  the  longest  chapters  is  that  dealing  with  the 
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Costs  department,  and  this  contains  a  good  deal  of  interesting 
information.  On  the  subject  of  Establishment  Charges, 
however,  it  cannot  be  regarded  as  particularly  helpful. 


Bookkeeping. 


By  Calder  Marshall,  Son,  &  Ibotson, 
Chartered  Accountants. 


London,  1907  :  Cassell  &  Co.,  Lim. 
In  further  adding  to  the  already  long  list  of  works  in 
existence  upon  this  subject,  the  authors  put  forward  as 
their  justification  for  so  doing  that,  although; the  principles 
of  bookkeeping  remain  unchanged,  the  application  of  those 
principles  is  being  constantly  developed  to  meet  new 
requirements.  It  has  been  their  aim,  therefore,  to  omit  all 
obsolete  forms,  and  to  include  the  most  modern  methods, 
while  they  are  apparently  of  the  opinion  that  any  principle 
of  bookkeeping  can  be  more  effectively  illustrated  by  one  or 
two  examples  fully  explained  than  by  the  needless  repetition 
involved  in  a  lengthy  series  of  similar  transactions.  The 
work  is  said  to  be  primarily  intended  as  a  handbook  for  use 
in  schools  and  business  training  institutions.  We  doubt, 
however,  whether  it  will  be  found  to  have  been  sufficiently 
interestingly  written  to  supply  the  opening  that  undoubtedly 
does  exist  for  a  good  school  text-book.  So  far  as  business 
training  institutions  are  concerned  its  chances  of  success 
appear  to  be  more  hopeful,  but  it  includes  much  that  will  be 
quite  unnecessary  to  the  average  bookkeeper,  and  where 
alternative  methods  ol  accounting  exist,  we  are  not 
altogether  satisfied  that  the  most  desirable  have  been 
adopted.  The  exercises  appended,  which  extend  over  some 
thirty  pages,  add  materially  to  the  value  of  the  work  for 
scholastic  purposes. 

The  City  of  London  Directory,  1907. 


I^ndon:  W.  H.  &  L.  Collingridge.  Price  12s.  6d. 
The  thirty-seventh  annual  edition  of  this  directory,  just 
published,  contains  valuable  information  in  regard  to  the 
City  ol  London,  the  Corporation,  the  Livery  Companies, 
and  other  public  bodies  responsible  for  the  government  of 
Greater  London.  Much  of  the  exclusive  information  for 
which  the  work  is  celebrated  is  impossible  to  obtain  before 
March,  and  in  consequence  of  this  the  work  is  not  published 
earlier  in  the  year ;  there  is,  however,  another  advantage  in 
the  date  of  publication  in  that  it  enables  the  editor  to  record 
as  far  as  possible  the  Christmas  and  New  Year's  removals, 
a  distinct  advantage  to  those  having  business  relations  in 
the  centre  of  the  world's  commerce.  The  present  edition 
contains  all  the  old  and  valued  information  which  gives  it  a 


high  and  unique  position  as  a  book  of  reference.  One  of  the 
most  important  features  of  the  work  is  the  large  colouied 
map,  in  which  all  the  alterations  in  the  streets  of  the  City 
during  the  last  twelve  months  have  been  carefully  recorded. 


Dow  to  JSedin  an  auMt. 


By  George  Wilkinson,  C.P.A. 


A  LECTURE  delivered  at  the  New  York  University  School 
of  Commerce,  Accounts  and  Finance,  February  5  1907. 


The  subject  upon  which  I  have  been  requested  to  speak 
to  you  to-night  is  not  how  to  conduct  an  audit,  but  how  to 
begin  one.  My  endeavour,  therefore,  will  be  to  give  you 
some  useful  hints  as  to  just  how  best  to  get  started,  together 
with  some  advice  that  is  more  general  in  its  character.  The 
paper  might  be  divided  into  three  chapters : — (i)  How  to 
begin  a  complete  audit ;  (2)  how  to  begin  a  limited  audit ; 
and  (3)  how  to  begin  a  bank  audit.  The  methods  to  be  used 
in  beginning  an  audit  necessarily  vary  considerably  with  the 
conditions,  with  the  nature  of  the  business,  and  with  the 
size  of  the  concern,  also  with  the  object  sought.  The 
auditor  of  experience  will  learn,  when  receiving  his  client's 
instructions  to  do  the  work,  just  which  kind  of  an  audit  he 
is  required  to  make,  while  the  young  auditor,  acting  as  a 
clerk,  will  be  instructed  by  his  employer  just  what  to  do. 

We  will  assume,  as  the  hypothesis  on  which  these  sug- 
gestions are  offered,  that  you  have  accepted  a  position  as  a 
qualified  senior  assistant  in  the  office  of  a  firm  of  public 
accountants,  that  your  employers  are  so  situated  that  it  is 
impossible  for  a  member  of  the  firm  to  go  with  you  to  take 
up  the  work,  and,  as  a  consequence,  yon  are  thrown  on  your 
own  responsibility. 

I. — How  TO  Begin  a  Complete  Audit. 

Your  firm  has  been  engaged,  we  will  say,  by  the  directors 
of  a  certain  company  to  make  a  thorough  audit  of  the  busi- 
ness. No  specified  instructions  have  been  received,  and 
nothing  is  fixed  except  the  daily  rate  of  remuneration. 
While  it  is  essential  to  be  thorough,  it  is  equally  important 
that  no  unnecessary  work  should  be  done,  to  the  end  that 
the  charge  may  be  reasonable. 

You  will  begin  by  counting  the  cash  on  hand.  This  may 
be  made  a  trying  ordeal,  or  a  pleasant  process,  according  to 
the  way  in  which  the  matter  is  handled.  As  for  the  trying 
ordeal,  let  us  see  how  it  looks  from  the  point  of  view  of  the 
faithful  old  cashier,  '*  Honest  John,"  who  has  been  twenty- 
five  years  at  his  post.  He  is  honest  and  he  knows  it.  He 
understands  his  business  and  he  does  his  duty,  as  he  sees  it 
Through  constant  travelling  over  the  same  narrow  way  he 
has  worn  himself  into  a  rut ;  his  viewpoint  being  confined, 
he  has  grown  mentally  shortsighted;  his  office  associates 
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think  he  is  *<  cranky,"  but  the  truth  is  that  he  feels  his 
shortcomings  and  is  sensitive. 

On  a  busy  day,  in  the  middle  of  the  morning,  in  pops  a 
dapper  young  gentleman,  full  to  overflowing  of  vitality, 
animal  spirits,  and  modern  ideas — the  much  advertised 
modern  system  expert.  The  poor  old  cashier's  desk  appears  to 
be  littered  up  with  papers,  with  some  currency  here  and 
there  ;  the  cheques  he  has  received  in  the  morning  mail,  with 
the  accompanying  letters,  are  in  a  little  pile  by  themselves, 
and  two  or  three  memoranda,  under  a  paperweight,  are 
there  to  remind  him  of  currency  paid  out  during  the  morning 
but  not  yet  entered  in  the  Cash  Book.  **  Honest  John," 
faithful  old  fellow,  can  enter  all  these  and  balance  his  cash 
to  a  penny,  in  his  own  way,  if  given  a  chance.  The  time 
he  usually  chooses  for  his  balancing  is  between  five  and  six, 
after  the  day's  rush  is  over,  when  the  boss  has  gone  home 
and  the  constant  round  of  interruptions  is  at  an  end. 

But  here  comes  the  modern  system  expert,  all  aglow  with 
enthusiasm,  instinct  for  the  discovery  of  irregularities, 
bristling  with  aggressiveness.  He  insists  on  counting  the  cash 
immediately,  and  will  do  it  himself  unaided.  Jumped  on  thus 
unexpectedly,  there  is  small  wonder  if  <<  Honest  John " 
'*  goes  up  in  the  air."  The  expert  counts  his  currency  and 
lists  his  tickets.  The  total  reached,  he  turns  to  the  Cash 
Book  and  finds  that  the  cash  does  not  agree  with  the 
balance.  Really  now,  how  could  he  expect  that  it  would  ? 
The  *'  expert  "  starts  in  wrong  and  antagonises  a  most  useful 
man  from  the  first,  for  he  makes  a  note  that  "  the  cash  was 
out  of  balance,"  and,  in  his  aggressive  hurry,  he  passes  on 
to  the  next  matter. 

In  the  foregoing  I  have  tried  to  depict  to  you  how  not  to 
do  it.    Now,  as  to  how  to  begin  an  audit,  and  begin  right. 

Before  counting  the  cash,  ascertain  what  time  in  the 
morning  the  office  is  open,  and  be  on  hand  to  count  the  cash 
first  thing.  Let  the  cashier  himself  handle  the  money, 
while  you  see  it  done  and  note  down  what  the  drawer  con- 
tains. Treat  the  cashier  with  as  much  respect  as  if  he  were 
the  proprietor ;  concede  his  point  of  view.  Take  him  at  his 
own  estimate  meanwhile,  and  don't  be  in  too  much  of  a  hurry 
to  find  something  wrong.  If  the  cash  does  not  quite  agree 
with  the  balance  called  for  by  the  Cash  Book,  make  a  note 
of  the  factors  used  and  then  ask  the  cashier  to  determine  the 
difference  and  let  you  know. 

Now.  in  counting  the  cash  on  hand  in  a  commercial  busi- 
ness, or  manufactory — in  fact,  in  any  office  except  a  bank  or 
trust  company — count  the  actual  money  first  and  make  a 
memorandum,  then  take  the  tickets,  vouchers,  or  other 
evidences  of  payment,  adding  information  In  regard  to  them 
to  your  memorandum.  When  this  is  done  see  that  the  cash 
drawer  does  not  contain  any  more  money.  There  might  be 
an  envelope  containing  some  money  that  was  "over "on 
previous  occasions. 

Whatever  conditions  you  find  in  the  cash  drawer  accept 


them  as  they  are,  in  the  first  place,  and  take  steps  to  better 
them  afterwards.  Don't  give  the  cashier  a  lecture  on  how 
to  do  his  work  right  off,  but  reserve  your  advice  until  you 
are  better  acquainted  with  the  necessities  of  the  case.  Of 
course,  if  the  cash  is  not  right,  you  must  report  the  fact 
promptly  to  your  employer,  or,  if  he  is  not  available,  you 
should  report  at  once  to  your  client. 

When  the  count  of  the  cash  is  complete  put  your  own 
footings  in  the  Cash  Book  in  red  ink  and  write  in  the  words 
"Auditor's  Footings,"  stating  the  date  and  signing  your 
initials.  The  next  thing  to  do  is  to  verify  the  Cash  Book 
additions  from  the  first  day  of  the  current  month. 

Next  comes  the  Bank  Account,  or  Bank  Accounts.  In  a 
regular  audit,  where  your  firm  has  made  the  audit  annually 
for  some  years,  it  will  suffice  if  you  verify  the  cashier's  last 
reconcilement  with  the  bank.  In  new  audits,  especially  if 
there  seems  to  be  room  for  any  doubt,  it  will  be  your  doty 
to  send  the  Bank  Pass  Book  to  the  bank  and  have  it 
balanced  eepecially  for  your  audit.  When  the  Pass  Book 
comes  back  have  it  delivered  to  you  with  the  paid  cheques 
and  proceed  at  once  to  make  your  own  reconcilement, 
independently  of  the  cashier. 

But  the  Pass  Book  will  not  be  ready  for  a  day  or  two,  so 
in  the  meantime  you  can  take  up  the  next  matter.  In  a 
small  business,  where  the  cashier  keeps  the  books,  it  will  be 
well  to  examine  all  the  paid  cheques,  comparing  the  names 
and  amounts  with  the  stubs  and  scrutinising  the  endorse- 
ments. It  will  also  be  necessary  to  compare  the  entries  in 
the  Cash  Book  with  the  Cheque  Book.  This  work  can  well 
be  done,  or  at  any  rate  begun,  on  the  first  day.  In  a  larger 
office,  where  the  bookkeeper  has  nothing  to  do  with  the  cash, 
it  will  not  be  necessary  to  compare  all  the  paid  cheques. 
A  portion  of  the  period,  if  tested  thoroughly,  will  be  enough. 
In  a  large  office  it  will  be  impossible  to  examine  the  paid 
cheques  on  the  first  day . 

All  cancelled  cheques  should  be  accounted  for.  They 
should  either  be  filed  with  the  paid  cheques,  or  preferably 
that  portion  of  the  cancelled  cheque  which  bears  the  printed 
number  should  be  pinned  or  pasted  to  the  stub.  See  that  all 
cancelled  cheques  have  been  so  treated.  Then  turn  to  the 
end  of  the  Cheque  Book  and  see  if  any  cheques  have  been 
taken  out  and  not  accounted  for. 

The  next  thing  to  do,  after  counting  the  cash  on  hand  and 
verifying  the  current  month's  additions  in  the  Cash  Book, 
and  checking  the  bank  reconcilement,  is  to  call  for  the  Bills 
Receivable.  At  the  same  time  ask  for  a  list  of  these.  If  a 
list  is  not  to  be  had  you  can  make  your  own.  Examine  all 
the  notes  carefully ;  include  on  your  list  the  names  of  the 
makers,  the  due  dates,  and  any  other  pertinent  information. 
If  any  notes  are  secured,  state  in  what  manner. 

It  is  well  to  tackle  the  vouchers  as  soon  as  you  can,  because 
you  learn  a  great  deal  about  the  business  you  are  auditing 
by  scrutinising  these.  In  a  large  office  it  will  be  impossible  to 
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examine  all  the  vouchers  on  the  first  day,  possibly  not  any ; 
but  it  is  very  desirable  to  get  next  to  the  vouchers  at  once. 
Have  them  brought  out ;  see  what  shape  they  are  in  ;  map 
out  the  work  you  intend  to  do  on  them,  but  do  not  neglect 
other  more  pressing  matters  to  audit  the  vouchers  on 
the  first  day. 

In  the  absence  of  a  voucher  system,  receipted  bills  may  be 
offered  as  evidences  of  payment.  In  a  small  office  it  is  well 
to  make  the  examination  of  these  parts  the  first  day's  work. 

In  the  foregoing  suggestions  we  have  mapped  out  enough 
work  to  occupy  all  the  first  day,  unless  the  business  is  very 
small,  or  unless  you  have  an  assistant.  But  there  is  one 
other  matter  I  would  like  you  to  take  hold  of  on  the  first  day 
and  that  is  the  Trial  Balance. 

Ask  the  bookkeeper  for  the  latest  Trial  Balance,  and  look 
at  the  end  of  the  recapitulation  to  see  if  it  does  balance.  If 
it  doesn't  balance,  look  at  the  previous  one,  and  ask  the 
bookkeeper  what  he  has  done  to  find  the  discrepancy.  Take 
a  look  through  the  General  Ledger,  scanning  the  accounts 
and  making  a  memorandum  of  the  pages  and  names  of  the 
accounts  you  will  analyse,  such  as  Merchandise,  Manufac- 
turing Expense,  Interest  and  Discount,  and  the  like.  In 
looking  hastily  over  the  Trial  Balance  see  what  controlling 
accounts  there  are  which  call  for  subsidiary  Trial  Balances, 
such  as  "Customers'  Ledger,"  "Sundry  Creditors."  Ask 
for  the  subsidiary  Trial  Balances  for  these  and  look  at 
once  to  see  if  they  agree  with  the  controlling  accounts  in 
the  General  Ledger. 

All  of  the  foregoing  suggestions  are  offered  for  your 
guidance  in  starting  a  complete  audit  of  a  trading  or 
manufacturing  company. 

II. — How  TO  Begin  a  Limited  Audit. 

The  procedure  in  this  case  is  radically  different.  Your 
client  is  not  the  proprietor  and  has  a  certain  definite  pur- 
pose to  accomplish.  He  wants  to  know  the  condition  of  the 
concern  and  the  net  earnings  derived  from  the  business  ;  he 
also  wants  to  know  that  the  truth  is  told  in  the  books  of 
account — the  official  history  of  the  business.  The  counting 
of  the  cash,  the  verification  of  the  bank  accounts,  the 
checking  of  the  vouchers,  can  all  be  dispensed  with 
in  favour  of  doing  something  that  will  lead  at  once 
towards  the  end  sought. 

If  your  letter  of  introduction  is  addressed  to  the  president 
of  the  company,  he  will  turn  you  over  to  the  secretary,  with 
instructions  that  the  latter  should  afford  you  every  facility. 
The  first  question  the  secretary  will  ask  you  is,  "  Well,  sir, 
where  do  you  want  to  begin  ?  "  The  first  thing  I  would  ask 
for  is  a  place  to  work,  and  then  the  General  Ledger* 
Journal,  and  Trial  Balance  Book.  Turn  at  once  to  the  last 
recorded  Trial  Balance — look  at  the  end  of  the  recapitulation 
to  see  if  it  balances — ^and  begin  immediately  to  dig  into  the 
principal  impersonal  accounts.  Take  a  preliminary  look 
through  the  General  Ledger,  noting  the  work  you  have  to 


do  and  the  further  information  you  need.  Make  an  exact 
copy  of  the  Profit  and  Loss  Account  as  it  appears 
in  the  Ledger.  This  is  to  serve  as  the  first  link  in 
the  chain  of  identification  between  the  books  and  your 
report.  As  your  copy  of  Profit  and  Loss  Account  grows, 
fill  in,  on  your  sheet,  all  the  particulars  you  learn  from  the 
Journal  entries.  As  you  do  this,  you  should  make  a  memo- 
randum of  the  folios  and  names  of  accounts  you  intend  to 
analyse,  or  from  which  you  must  draw  further  information. 
On  another  paper  make  a  list  of  things  you  want  to  get 
from  the  secretary  of  the  company  or  from  the  bookkeeper. 
Long  before  noon  you  will  have  finished  your  copy  of 
Profit  and  Loss  Account,  and  will  have  two  sheets  of  paper 
running  somewhat  like  this: — 

Work  to  be  Done. 

1 .  Make  an  analysis  of  Merchandise  Account,  p.  8. 

2.  Period  to  be  covered — last  three  years  ending  31st 
October. 

3.  Make  an  analysis  of  General  Expense  Account,  p.  67. 

4.  Make  an  analysis  of  Salaries  Account,  p.  73.  showing 
separately  officers'  salaries,  salesmen,  bookkeepers,  clerks,  &c. 

5.  Verify  the  sales  from  the  books  of  original  entry  and 
make  a  schedule  of  monthly  totals. 

6.  Analyse  "Interest  and  Discount  Account,"  p.  84, 
showing  separately  (a)  interest  on  borrowed  money;  (b) 
cash  discounts ;  (c)  dividends  received  on  investments. 

7.  Look  up  the  minutes  of  directors'  meetings  in  respect 
of  dividends  declared  and  the  authority  for  increasing 
President's  salary. 

8.  In  verifying  Customers'  Ledger  Trial  Balance,  make  a 
schedule  of  delinquent  accounts,  and  so  on. 

The  other  list  will  read  in  this  order : — 
Information  Wanted. 

1.  Annual  inventories  on  31st  October  1904,  1905, 
and  1906. 

2.  Schedule  of  bills  payable  outstanding  on  31st 
October  1906. 

3.  List  of  shareholders  at  present  time  with  their 
addresses,  and  number  of  shares  held  by  each. 

4.  Particulars  of  mortgages,  stating  due  date,  number  of 
bonds,  trustee,  rate  of  interest. 

5.  Schedule  of  insurance  policies  in  force,  stating  annual 
premiums  and  dates  expiring. 

6.  Why  were  the  books  closed  on  30th  November  1904 
instead  of  31st  October  ? — ^and  so  on. 

When  the  secretary  comes  to  ask  you  if  there  is  anything 
you  will  need  during  the  next  hour,  because  he  is  going  out 
to  lunch,  you  can  hand  him  your  second  list  and  continue 
on  another  sheet. 

In  conducting  a  limited  audit  always  make  a  start  by 
digging  right  into  the  vital  part  of  the  records,  postponing 
all  checking  and  verifying  until  later.  By  doing  so  you  will 
give  the  impression  that  you  know  what  you  want  and 
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where  to  get  it.  This  will  help  you  throughout  your 
work  and  earn  for  you  the  co-operation  of  your  client 
and  his  employees. 

III. — How  TO  Begin  a  Bank  Audit. 

The  first  day's  work  in  auditing  a 'commercial  bank  pre- 
sents some  peculiar  features,  and  needs  very  close  application 
and  watchfulness.  In  the  first  place,  the  work  should  begin 
in  the  evening  and  not  in  the  morning.  As  said  earlier  on, 
it  is  most  desirable  to  begin  well,  to  impress  the  officers  and 
employees  of  a  bank  with  the  idea  that  you  know  your  busi- 
ness. The  auditor  should  therefore  study  carefully  what  he 
is  going  to  do  on  the  first  day,  arrange  the  work  so  that  each 
member  of  his  stafi"  knows  just  exactly  what  to  do,  and 
how  to  go  about  it. 

The  executive  officer  of  a  bank  is  generally  the  cashier : 
to  him  you  must  address  yourself  immediately  upon  your 
arrival.  In  order  to  make  a  good  start,  in  auditing  a  medium 
sized  bank,  it  is  well  for  the  auditor  to  arrive  at  the  banking 
house  with  three  or  four  assistants,  at  a  little  before  the  close 
of  business,  the  day  of  the  audit.  You  will  remember 
that  the  books  of  a  bank  are  balanced  every  day,  and  you 
can  drop  in  any  evening  and  begin  an  audit.  Request  the 
cashier  to  instruct  the  general  bookkeeper  and  the  tellers  to 
remain  at  their  posts  until  the  cash  count  has  been 
completed  and  the  total  agreed  with  the  Ledger  balance. 

Ask  the  cashier  t6  designate  a  member  of  the  bank's 
regular  staff,  one  who  is  accustomed  to  handle  money  and 
yet  is  independent  of  the  tellers,  to  help  you  count  the 
reserve  cash  in  the  vault,  An  officer  of  the  bank  should  be 
present  all  the  time  the  cash  in  the  vault  is  being  counted. 
Secure  from  the  cashier  the  names  and  designations  of  each 
of  the  employees  who  handles  money. 

Ordinarily  the  cash  will  be  found  in  the  hands  of : — 

(i)  The  cashier,  or  possibly  the  assistant  cashier,  who 
will  have  charge  of  the  reserve  cash,  which  may 
largely  consist  of  gold  certificates. 

(2)  The  paying  ^teller  will  have  most  of  his  cash  with  him 
in  his  cage,  but  he  may  have  some  cash  in  the  vault. 

(3)  The  receiving  tellers  will  have  the  currency  that  they 
have  taken  in  during  the  day,  and  such  cheques  as  they 
have  not  turned  over  to  other  employees  of  the  bank. 
The  bulk  of  cheques  and  drafts,  received  from  depositors 
during  the  day,  will  have  been  turned  over  to  the 
clearing  house  clerks.    These  are  called  "  clearings." 

The  principal  in  charge  of  the  audit,  or  one  of  his  senior 
assistants,  will  go  at  once  to  the  cashier  or  assistant  cashier 
(whoever  keeps  the  reserve  cash)  and  will  count  this  cash, 
making  a  memorandum  of  all  particulars.  If  this  reserve 
cash  cannot  be  counted  at  once,  it  must  immediately  be  sealed 
up  until  it  can  be  counted. 

The  principal  (or  preferably  the  accountant  most  skilled 
in  counting  money)  will  go  at  once  to  the  paying  teller's 
lesk  and  will  count  the  ca'-h  in  his  hands,  directly  the  teller 


is  ready.  He  will  also  count  the  cash  held  by  the  paying 
teller  in  the  safe  (if  any).  He  will  make  a  memorandum 
of  particulars.  Give  the  teller  time  to  make  his  own  regular 
evening  balance  of  bis  money. 

If  it  should  be  found  that  it  is  quite  impossible  to  com- 
plete the  count  of  all  the  cash  on  the  first  day,  some  of  the 
large  unbroken  packages  of  money  may  be  put  away  until 
the  next  day  in  a  safe,  but  must  be  sealed  up  by  the  prin- 
cipal. It  is,  however,  far  better  to  count  all  the  money  on 
the  first  night,  however  late  it  keeps  you. 

The  auditor's  first  assistant  will  go  at  once  to  the  first 
receiving  teller's  desk  and  will  count  the  cash  in  his  hands 
as  soon  as  this  teller  is  ready,  taking  full  particulars.  The 
receiving  teller's  balance  must  agree  with  his  tally  sheet. 

In  counting  the  cash,  count  the  real  cash  first,  leaving  the 
cheques  and  "  cash  items  "  (tickets,  &c.),  to  be  examined  and 
listed  afterwards.  After  all  the  actual  cash  has  been 
counted,  examine  very  carefully  all  cheques,  tickets,  due 
bills  and  other  substitutes  for  cash  (called  "cash  items"). 
Make  a  careful  list  of  these  '*  cash  items,"  stating  full  parti- 
culars, dates,  names,  &.C.,  and  if  O.  K.'d,  by  whom  :  if  not 
O.  K.'d,  say  so.  In  counting  the  cash,  take  care  that  the 
teller  does  not  handle  any  of  the  money  after  you  have 
counted  it,  until  you  are  all  through.  In  order  to  prevent 
this,  place  the  cash  that  has  been  counted  beyond  you  and 
out  of  the  reach  of  the  teller.  Do  this  diplomatically,  so 
that  it  will  not  give  offence.  It  would  do  just  as  well,  if  the 
teller  prefers  it,  to  have  all  the  money  emptied  out  of  the 
drawer  on  to  the  desk,  and  then  count  it  back  into  the 
drawer,  or  into  the  teller's  cash  box.  Do  not  allow  a  teller 
to  pass  any  money  out  of  his  cage  to  any  employee  outside. 
In  like  manner  do  not  permit  the  teller  to  receive  any 
money  from  anyone  outside  of  his  cage,  except  (in  case  of 
necessity)  from  the  cashier  of  the  bank.  See  to  it  that  the 
teller  does  not  absent  himself  on  any  pretext  whatever  while 
his  cash  is  being  counted,  and  that  he  keeps  his  attention 
on  the  matter  in  hand.  Do  not  let  him  leave  you  alone 
with  his  money. 

In  counting  the  cash  you  may  accept  (temporarily)  sealed 
packages  of  notes  and  of  coin  for  the  amounts  that  the  labels 
or  outside  markings  call  for.  Set  these  aside  to  be  taken  up 
for  closer  examination,  after  the  count  of  the  cash  has  been 
made,  but  before  leaving  the  teller's  cage. 

In  the  East  you  will  find  the  cash  on  hand  to  be  most 
largely  paper  currency  ;  tut  in  the  Western  States  you  will 
find  large  quantities  of  gold  and  silver.  This  is  generally 
done  up  in  large  bags  and  labelled.  Where  the  bills  are  of 
large  denominations  ($5  or  more)  they  must  all  be  counted. 
Packages  of  small  denominations  should  be  tested,  but  need 
not  all  be  counted.  Money  packages  bearing  unbroken  the 
seal  of  another  bank  (where  the  teller  has  never  counted  the 
money)  may  be  accepted  at  their  face  (endorsed)  value,  but 
it  is  well  to  watch  the  dates  these  packages  bear.    Count 
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the  loose  notes  and  gold  yourself,  but  you  may  allow  the 
teller  to  count  the  loose  silver  coin,  and  stack  it  in  piles 
before  you ;  in  this  case,  content  yourself  by  counting  one 
stack  and  comparing  all  others  of  like  denomination 
with  that  one. 

Use  the  scales  so  far  as  practicable  to  save  the  actual 
counting  of  coin,  especially  in  reserve  cash,  and  in  handling 
bags  containing  large  quantities  of  silver  and  gold.  If  there 
should  be  several  bags  of  gold  or  silver  coin,  labelled  to 
contain  the  same  amount  each,  weigh  them  against  each 
other  and  count  only  one  bag,  for  which  you  should  choose 
the  bag  that  weighs  the  lightest.  Fractional  gold  and  silver 
weigh  lighter  than  large  coins ;  for  instance,  a  bag  containing 
$5,000  in  double  eagles  will  weigh  a  good  deal  more  than 
the  same  amount  in  fives  and  tens. 

All  bags  of  money  must  be  opened,  so  as  to  see  that  they 
really  do  contain  money  and  not  lead.  Bags  of  money 
bearing  the  unbroken  names  and  seals  of  other  banks  may 
be  accepted  at  their  marked  value,  but  watch  to  see  that  the 
value  is  reasonable  and  that  the  seals  have  not  been  broken. 
The  practice  of  allowing  sealed  bags  of  coin  to  circulate 
between  banks,  without  being  opened,  does  not  obtain  in 
the  Western  States. 

Make  a  classified  summary  of  the  cash  count,  including 
everything  that  enters  into  the  Cash  Account.  The  total 
of  the  cash,  in  all  the  bank  put  together,  must  equal  the 
balance  of  "  Cash  Account "  on  the  General  Ledger,  the 
amount  of  which  will  be  supplied  by  the  bookkeeper.  The 
proof  of  this  must  be  arrived  at  the  first  night. 

Cheques  on  other  banks  that  are  of  current  date  are  listed 
by  the  clerks  of  the  bank  at  the  close  of  the  day,  and  are 
known  as  "cleariogs."  Cheques  on  other  banks  that  are 
found  in  the  hands  of  the  tellers  must  be  listed,  showing  the 
date,  the  names  of  the  drawers  and  endorsers,  the  banks 
drawn  on  and  amount,  also  why  they  were  not  put  through. 

A  printed  form  of  verification  should  be  sent  to  each 
clearing-house  bank,  with  the  "clearings  "  in  the  envelopes 
regularly  used  by  the  bank.  The  auditor  will  seal  up  each 
envelope  with  his  own  seal  and  will  take  a  list  of  the  total 
amounts  of  the  day's  "  clearings  "  (thus  sealed  up),  stating 
name  and  clearing-house  number  of  each  bank  and  the 
total  amount  in  each  envelope.  There  is  no  necessity  to 
go  into  the  particulars  of  what  these  envelopes  contain. 
The  circular  letter  enclosed  with  the  •'  clearings  "  will  serve 
as  an  acknowledgment  from  each  bank,  as  it  will  come  back 
the  next  morning,  stating  that  the  contents  of  the  envelope 
were  entirely  correct  and  have  been  accepted  by  them  in 
full  for  the  amount  named  in  the  letter. 

The  principal  will  place  his  seal  upon  the  boxes,  wallets, 
or  other  receptacles  containing  (a)  discounted  bills ;  (b) 
securities  owned  by  the  bank  ;  (c)  collateral  held  by  the 
bank  on  loans.  These  will  remain  under  this  seal  until 
the  second  day.  when  they  can  be  examined  and  listed  at 
leisure. 

All  the  work  described  above  should  be  done  on  the  first 
night,  say  between  3  p.m.  and  midnight. 


Certain  other  work  of  great  importance  must  be  done  the 
first  day  of  auditing  a  bank.  The  General  Ledger  must  be 
balanced ;  the  balances  on  the  Depositors'  Ledgers  should 
be  drawn  ofi"  and  the  total  agreed  with  the  controlling 
accounts  in  the  General  Ledger.  Statements  should  be  sent 
to  banks  having  deposits;  letters  should  be  written  to 
depository  banks  requesting  special  statements  up  to  date, 
and  notices  should  be  mailed  to  every  bank  throughout  the 
country  to  whom  drafts  and  cheques  have  been  sent  for  col- 
lection and  on  which  no  returns  have  been  made. 
{Journal  of  Accountancy,  N.Y.) 


H  Cure  for  Auntctpal  JEstrapaoance* 


The  following  is  the  letter  referred  to  in  our  Weekly 
Notes  :— 

To  the  Editor  of  The  Times, 

Sir, — Much  has  been  written  about  the  extravagance  of 
municipalities.  Critics  without  number  have  denounced 
the  wanton  waste  of  borough,  city,  and  county  council 
authorities,  but  no  one  has  pointed  out  the  main  root  of  the 
evil,  much  less  the  cure.  A  critic's  task  is  always  a  com- 
paratively easy  one.  It  is  not,  for  example,  difficult  to 
denounce  the  purchase  or  building  of  costly  tramways,  of 
Thames  steamboats,  of  palatial  workhouses  and  town  halls 
fit  for  the  palaces  of  kings,  of  marvellous  marble-lined 
Turkish  and  Russian  vapour  baths,  as  at  Camberwell.  But 
it  is  the  cause,  and  afterwards  the  remedy,  for  these 
financial  sins  that  the  members  of  the  municipalities 
should  endeavour  to  understand  and  apply. 

Municipal  finance  and  expenditure  is  a  dreary  subject, 
and  it  is  always  difficult  to  make  it  interesting.  But  the 
municipal  debt  in  Great  Britain  is  now  so  vast,  the  rates 
so  enormous,  and  the  consequent  injury  to  investors  and 
to  trade  so  great,  that  ajl  useful  contributions  to  the  ques- 
tion should  be  welcome,  especially  when,  as  in  the  present 
case,  something  more  than  mere  theoxy  will  be  presented, 
and  a  concrete  actual  instance  of  a  cure  for  municipal 
waste  exemplified. 

Waste  in  municipal  affairs  primarily  arises  from  the 
improper  method  in  which  the  accounts  are  kept,  and  this 
statement  will  be  proved  to  be  true. 

The  method  of  keeping  the  accounts  of  the  municipalities 
is  founded  on  certain  well-known  Acts  of  Parliament,  the 
chief  of  which  is  the  Municipal  Corporations  Act  of  1882, 
and  this,  in  dealing  with  accounts,  provides :  — 

Section  28. — ^The  town  clerk  shall  make  a  return  to  the 

Local  Government  Board  of  receipts  and  expenditure  for 

each  financial  year. 

Section  2  provides  for  the  time  and  mode  of  election  of 
an  elective  auditor  or  auditors.  They  need  not  necessarily 
be  trained  accountants. 

Section  27  provides  that  the  treasurer  shall  within  one 
month  from  the  audit  to  which  he  is  required  to  make  up 
his  accounts  in  each  half-year  submit  them  with  the  neces- 
sary vouchers  and  papers  to  the  borough  auditors,  and  they 
shall  audit  them. 
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Cash  and  Loan  Accounts  are  the  only  accounts  which  are 
required  to  be  kept. 

It  will  be  seen  that  nothing  is  provided  beyond  the  old 
Chancery  system  of  "charge  and  discharge."  In  other 
words,  accounts  "showing  receipts  and  expenditure,"  and 
the  recording  of  loans;  beyond  this  the  municipal 
treasurer's  account  of  cash  received  and  cash  paid  is  all 
that  the  law  requires. 

Now  what  business  man,  be  he  a  manufacturer,  a  mer- 
chant, or  a  banker,  would  be  satisfied  with  a  series  of 
Cash  Books? — for,  speaking  generally,  this,  in  essence,  is 
all  the  books  that  municipalities  keep,  excepting  in  places 
where  special  Acts  dealing  with  audit  have  been  obtained. 
Of  course,  municipalities  have  also  Ledgers,  whdch  are 
little  or  nothing  more  than  abbreviated  copies  of  Cash 
Books  over  again.  Cash  Books  only  show  cash  received 
and  cash  expended.  They  give  no  particulars  of  purchases 
or  sales,  no  synopsis  of  expenses  for  comparison,  nor  do 
they  provide  Trading  Accounts.  They  do  not  show  any 
record  of  outstanding  commitmenits  or  liabilities,  or  of 
ordinary  debts  owing  to  or  by  the  municipality.  Real 
assets,  whether  in  stocks,  plant,  machinery,  or  otherwise, 
are  not  periodically  recorded  or  valued,  and  when  depre- 
ciation3  are  made  they  are  not  properly  explained.  Capital 
is  seldom  correctly  divided  from  revenue.  But  in  the 
present  state  of  the  law,  if  the  treasurer  can  produce  a 
Cash  Account  with  a  voucher  for  each  item  of  expenditure, 
he  gets  his  quittance,  and  everything  is  supposed  to  be  for 
the  best  in  the  best  of  all  possible  municipal  worlds. 

Municipalities  do  not  require  an  Act  of  Parliament  to 
introduce  accurate  and  modern  bookkeeping.  They  can 
still,  and  in  fact  must,  keep  a  record  of  the  cash  they 
receive  and  spend ;  but  they  should  get  the  best  outside 
expert  assistance  and  revise  their  accounting  in  such  a 
manner  as  to  provide  everything  which  it  has  been  shown 
by  the  foregoing  paragraph  they  have  not. 

To  do  this  it  is  not  desirable  to  seek  "  tenders  "  from 
Chartered  Accountants  to  perform  this  important  work.  It 
is  not  customary  to  invite  tenders  from  physicians  when 
you  desiie  to  be  cured  of  sore  disease  ;  you  rather  employ 
the  best  specialist  you  know,  and  count  his  fee  well 
expended  if  he  effects  a  cure.  The  municipalities  of 
England  are  financially  very  badly  diseased  at  the  present 
time.  It  is  all  very  well  .to  talk  vaguely  of  reform.  A  much 
better  thing  would  be  to  learn  how  that  reform  may  be 
immediately  commenced,  and  the  rates  quickly  reduced. 
The  alteration  of  the  bookkeeping  of  the  municipalities  is 
a  work  of  time,  and  in  no  case  can  it  be  carried  out  under 
six  months;  and  it  may  often  occupy  twelve  months  of 
careful  inquiry  and  investigation  before  a  complete  scheme 
suited  to  the  requirements  of  a  particular  municipality  can 
be  prepared  and  passed  by  the  various  finance  committees 
and  endorsed  by  the  full  council. 

But  there  is  an  immediate  way  out,  and  that  this  is  so 
will  now  be  shown. 

Although  the  system  of  "  charge  and  discharge  "  cannot 
be  too  strongly  reprobated,  because  of  the  poor  amount  of 
'^formation  it  gives  to  those  who  have  the  control  of  the 


finances,  and  because  of  its  omissions  causing  incomplete 
expenditure  and  receipts  constantly  to  overlap,  thus 
making  the  return  for  a  single  year  practically  valueless, 
yet,  if  an  intelligent  examination  of  cash  received  and  paid 
by  a  municipality  be  made  over  a  period,  say,  of  seven 
years,  results  will  appear  which,  under  the  doctrine  of 
averages,  become  of  real  value.  The  immensity  of  the 
rates  of  this  country  is  now  so  terrible  an  evil  that  even 
this  method  of  finding  out  the  causes  of  waste,  though  not 
perfect,  should  be  adopted  in  every  city,  borough,  and 
county  council  without  delay. 

One  example  where  success  in  this  direction  has  crowned 
the  efforts  of  a  municipality  is  worth  pages  of  precept ;  and 
that  example  may  be  found  in  the  affairs  of  the  City  of 
I-^ndon  Corporation. 

The  revenues  of  the  City  are  derived  from  two  sources — 
that  called  the  "City's  cash,"  and  the  rates.  The  "City's 
cash,"  generally  speaking,  is  the  revenue  of  the  City 
derived  from  properties  belonging  thereto,  and  from 
markets  which  they  control.  A  large  income  is  also 
obtained  from  properties  left  to  the  City  for  the  erection 
and  maintenance  of  its  bridges.  It  is  out  of  this  latter  that 
the  Tower  Bridge  was  built,  London  Bridge  recently 
widened,  and  that  the  expense  of  the  improvement  of 
Blackfriars  Bridge  is  to  be  provided.  The  building  of 
these  bridges  has  cost  the  ratepayer  nothing ;  but  it  is  not 
proposed  now  to  deal  with  the  particular  accounts  relating 
to  them,  eminently  satisfactory  though  they  be. 

With  regard  to  the  '*  City's  cash  "  generally,  the  average 
excess  of  expenditure  over  receipts  from  1896  to  1903  inclu- 
sive was  ^10,282  per  year.  The  actual  figures  for  1903  were: 
Receipts,  /5oo,933 ;  expenditure,  /5 10,804,  or  a  deficiency 
of  ^9,87 1.  In  the  years  1904  and  1905  this  position  was 
reversed  asfollows:— 1904— receipts,  /505,278;  expenditure, 
;f 490,006;  surplus,  /i5,272;  1905— receipts.  ^^514,529; 
expenditure,  ;f 485, 256;  surplus,  ^29,273;  and  for  the  year 
ended  December  31  1906  there  is  a  further  surplus  of 
/i9.96i. 

The  first  step  to  cure  the  deficits  was  taken  in  the  Court 
of  Common  Council  on  April  15  1901,  when  the  Court 
ordered  their  chief  Finance  Committee  (still  known  by  its 
ancient  name  of  the  Coal  and  Corn  and  Finance  Committee, 
although  coal  and  corn  dues  have  been  abolished)  "  to  con- 
"  sider  and  report  generally  on  the  finances  of  the  Corpora- 
"  tion,  with  a  view  to  economy  in  the  administration  of  the 
"same"  ;  and  in  pursuance  of  this  reference,  this  Com- 
mittee sat  on  many  occasions  over  a  period  of  several 
months,  with  the  result  that  they  presented  a  report  on  May 
21  1903  upon  which  the  subsequent  finance  of  the  City  has 
been  founded,  and  to  which  is  due  the  surplus  of  1904, 1903. 
and  1906,  and  also,  though  indirectly,  and  through  the  general 
feeling  for  reform  and  wise  economy  which  it  inculcated, 
the  reduction  by  no  less  than  one-third  of  the  City  rate 
proper  made  in  January  1907. 

The  first  thing  emphasised  in  the  report  was  a  standing 
order  which,  with  a  subsequent  amendment,  now  reads  as 
follows : — 
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(83)  No  proposal  (other  than  the  grant  or  renewal  of 
leases)  shall  be  entertained  whereby  the  funds  belonging  to 
or  under  the  control  of  the  Corporation  may  be  in  any 
manner  charged  or  affected,  beyond  the  sum  of  100 
guineas,  until  the  expense,  or  financial  effect  thereof  or  an 
estimate  thereof,  shall  have  been  first  submitted  to  the 
Coal  and  Com  and  Finance  Committee,  and  that  Com- 
mittee shall  have  reported  to  the  Court ;  and  no  Committee 
or  officer  shall  take  action  to  commit  the  Corporation  to 
any  such  expenditure  until  the  Court  shall  have  agreed  as 
to  the  means  of  carrying  the  same  into  effect ;  and  the 
Chamt)erlain  is  directed  to  refuse  payment  of  any  order  or 
warrant  drawn  in  contravention  of  this  standing  order. 

The  Coal  and  Corn  and  Finance  Committee,  when  con- 
sidering references  as  to  the  provision  of  funds  for  various 
objects  agreed  to  by  the  Court,  shall  also  report,  if  thought 
by  them  desirable,  their  recommendations  and  suggestions 
on  such  proposal. 
And  the  Committee  strongly  recommended  that,  except  under 
the  most  special  circumstances,  this  standing  order  should  not 
be  suspended.    To  this  the  Court  agreed,  and  the  result  has 
been  most  beneficial.     Hysterical  and  sudden  voting  away 
of  money  by  the  whole  Court  is  now  deprecated,  and  no  sum 
over  ^100.  other  than  those  provided  and  passed  in  the 
budget  estimates,  is  allowed  to  be  paid  without  examination 
and  a  report  from  the  Finance  Committee,  or  in  case  of 
emergency  without  the  special  approval  of  the  Court  of 
Common  Council. 

The  next  important  point  was  the  recommendation  of  the 
preparation  of  a  detailed  annual  budget.  It  was  ordered 
that  each  Committee  should  prepare  a  detailed  estimate  of 
its  anticipated  revenue  and  expenditure  for  each  ensuing 
year,  and  submit  this  before  the  expenditure  was  sanctioned 
by  the  Court  to  the  Finance  Committee.  Since  the  year 
1903  this  has  been  done,  the  amounts  have  each  year  been 
totalled,  and  if  found  to  exceed  the  expected  income  or  the 
figures  of  the  previous  year  good  reasons  have  to  be  shown 
by  the  Chairman  of  the  Committee  in  question  ;  and  this 
procedure  has  generally  ended  in  the  reduction  of  the  Com- 
mittee's proposed  expenditure.  For  example,  the  total  of  the 
first  estimates  for  the  year  1904  made  in  advance  showed  an 
excess  of  expenditure  over  income  of  /i8,896,  but  was 
reduced  by  the  Finance  Committee,  and  when  passed  and 
allowed  by  the  Court  showed  an  estimated  surplus  of  income 
over  expenditure  of  ;f  3,528. 

Upon  the  agenda  of  every  Committee  at  each  meeting 
there  is  placed  the  figure  of  the  amount  expended  for  the 
year  up  to  the  date  of  the  meeting,  and  the  expenditure  to 
the  same  date  of  the  last  year  is  also  shown.  If  it  is  found 
that  the  current  expenditure  is  too  high,  that  Chairman  and 
his  Committee  look  fully  into  the  matter  with  a  view  to 
reduction,  or  if  reduction  is  not  possible  the  Chairman 
brings  the  matter  before  the  whole  Court.  There  is  yet  a 
further  check.  The  figures  in  detail  of  the  expenditure  of 
each  Committee  are  also  placed  before  the  Chairman  and 
Committee  of  the  Finance  Committee  at  every  meeting. 
They  are  sedulously  compared  and  checked ;  and,  if  the 
expenditure  is  advancing  beyond  the  amount  which  the 


Finance  Committee  think  right,  a  courteous  statement  of 
the  facts  is  sent  by  the  Finance  Committee  to  the  Committee 
exceeding.  This  has  never  failed  to  keep  expenditure  down. 
All  these  things  will  be  admitted  to  be  excellent.  The 
proof  that  they  are  so  is  that  since  1903  the  deficits  have 
been  turned  into  surpluses,  while  the  Improvements  and 
Finance  Committee  might  also  be  congratulated  upon  the 
reduction  by  one-third  of  the  City  rate  proper  for  1907.  It 
remains  now  to  show  how  the  first  great  reductions  were 
effected.  Appended  to  the  Finance  Committee's  report  of 
May  21  1903  was  a  series  of  valuable  tables  containing  the 
cash  statistics  of  the  receipts  and  payments  for  seven  years 
of  each  Committee,  the  percentages  of  ratios  of , that  expen- 
diture, and  the  conclusions  to  be  drawn  therefrom. 

At  the  end  of  the  Finance  Committee's  report  of  May  21 
1903  a  summary  of  the  expenditure  of  the  various  Com- 
mittees was  given.  It  showed,  and,  indeed,  clearly  pre- 
dicted, that  if  the  recommendations  already  set  down  in  the 
report  were  agreed  to  and  enforced  by  the  Court  the  saving 
on  the  City's  cash  would  be  ;f  15,000  for  the  year  1904.  At 
December  1904  the  excess  of  income  over  expenditure  was 
/i5,772,  or  /772  more  than  the  estimate,  a  result  which 
proved  the  closeness  and  accuracy  of  the  reasoning  and 
forecasts. 

The  application  of  the  system  of  percentages  and  com- 
parisons of  expenses  was  the  chief  cause  of  this  great 
improvement.  The  Chairmen  of  all  the  Committees  now 
meet  at  the  beginning  of  each  financial  year  under  the 
presidency  of  the  Chairman  of  the  Finance  Committee, 
and  the  lessons  taught  by  these  comparative  percentages 
are  fully  considered,  the  axioms  always  being,  <*If  the 
**  expenditure  of  a  particular  revenue-earning  Committee 
**  was  so  much  per  cent,  of  the  revenue  in  such  a  year,  why 
"  should  it  be  more  now  ?  *'  Or,  «*  If  the  percentage  of  a 
"  spending  Committee  has  gone  up  on  the  figures  of  so 
"  much  per  cent,  over  the  lowest  year,  why  is  it,  and  why 
'*  cannot  it  be  reduced  to  the  old  ratio  ?  " 

With  the  information  provided  it  thus  became  easy  to 
find  the  causes  of  leakage ;  and  so  wasteful  expenditure  has 
been  checked,  and,  as  a  whole,  kept  within  income,  as  has 
been  explained. 

In  the  meantime  the  Corporation  also  took  in  hand  their 
methods  of  bookkeeping ;  and  after  prolonged  inquiry  and 
much  detailed  work  it  is  not  too  much  to  say  that  their 
accounting  is  now  perfect,  and  no  longer  depends  chiefly 
upon  a  multitude  of  Cash  Books. 

The  lesson  to  be  learned  by  the  county  councils  and 
municipalities  of  England  is  plain  ;  and  their  first  duty  is 
to  examine  and  collate  their  expenditure  over  several 
years,  and  to  find  out  by  percentages  where  it  has 
advanced  and  why,  and  then,  as  the  Corporation  of  London 
have  done,  apply  the  cure.  Each  corporation  should 
obtain  from  the  City  of  London  its  famous  financial  report 
of  May  21  1903,  and  proceed  exactly  on  the  lines  there 
clearly  laid  down,  and  within  one  year  I  do  not  fear  to 
predict  the  rates  of  England  will  fall  from  10  to  20  per  cent., 
to  the  great  relief  of  a  long-suffering  community. 

Harvby   Prbbn,  F.C.A. 
17  Basinghall  Street,  E.C. 
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professor  Dfcfisee,  A.Com. 

(From  The  University  Engineering  Journal.) 
Once  again  Birmingham's  loss  has  been  London's  gain. 
For  nearly  five  years  the  first  Professor  of  Accounting  in 
the  University  of  Birmingham  has  carried  out  his  work  of 
developing  the  business  instincts  of  the  undergraduates  in 
commerce  and  engineering,  and  now  be  has  gone  to  take  up 
an  even  more  important  work — that  of  trying  to  make  the 
work  of  the  War  Office  more  efficient.  We  are  sure  that  he 
carries  with  him  the  good  wishes  of  all  his  many  friends  in 
the  Midlands,  and  we  wish  him  every  success.  We  have 
obtained,  by  the  courtesy  of  the  Dean  of  the  Faculty  of 
Commerce,  some  particulars  of  the  career  of  the  Professor 
of  Accounting,  and  these  we  give  below. 

Mr.  Lawrence  R.  Dicksee,  F.C.A.,  was  appointed 
Professor  of  Accounting  in  July  1902.  It  was  the  first  Chair 
bearing  that  title  to  be  established  in  any  British  university. 
The  term  "Accounting,"  which  is  used,  to  some  extent,  in 
America,  was  introduced,  on  this  occasion,  into  England  in 
order  to  distinguish  that  study  of  accounts  which,  in  the 
opinion  of  Professor  Ashley,  Dean  of  the  Faculty  of 
Commerce,  is  desirable  for  all  business  men  from  the 
more  definitely  technical  training  of  future  professional 
accountants,  for  which  he  thinks  it  is  obviously  well  to 
reserve  the  term  "accountancy."  Although  no  other 
English  university  has,  so  far,  established  a  professorship  of 
accounting,  lectureships  have  been  created  in  more  than 
one  place,  and  the  term  "accounting"  has  been  borrowed 
there  from  the  Birmingham  practice.  In  the  latter  part  of 
his  tenure  of  office,  when  the  curriculum  for  the  degree  of 
Bachelor  of  Commerce  was  fully  developed,*  Professor 
Dicksee  was  in  the  habit  of  conducting  four  separate  courses  ; 
Accounting  I.  for  beginners;  Accounting  II. a,  a  more 
advanced  course;  Accounting  II. B.,  a  distinctly  tutorial 
course  going  over  the  ground  of  II. a  again  for  the  special 
benefit  of  such  students  as  were  candidates  for  the  degree, 
and  had  had  no  practical  office  experience;  and,  finally, 
Accounting  III.  the  most  advanced  course  for  the  third  year 
students.  These  courses,  beginning  with  the  elements  of 
ordinary  bookkeeping,  advanced,  ultimately,  to  the  most 
difficult  questions  of  accounts,  including  all  those  problems 
which  are  suggested  by  a  study  of  Balance  Sheets.  It  was 
his  habit  to  take  a  number  of  Balance  Sheets  of  leading 
Midland  businesses,  and  to  subject  them,  in  his  class,  to  a 
careful  analysis  and  criticism.  In  the  second  and  third  year 
the  very  difficult  subject  of  Cost  Accounts  was  also  carefully 
treated.  These  courses  are  only  of  one  hour's  duration  per 
week,  but  each  student  is  also  expected  to  do  an  exercise 
weekly.  Although  Professor  Dicksee  only  visited  Birmingham 
on  one  day  in  the  week,  the  preparation  of  his  lectures  and 
the  marking  of  papers  occupied  a  very  substantial  portion 
of  his  working  time  during  the  week.    As  the  result  of  the 


representations  of  some  of  the  professors  in  the  Department 
of  Engineering  an  arrangement  was  made  last  year  to 
establish  a  course  of  accounting  for  the  special  benefit  of 
engineering  students.  The  subject  was  added  by  the  Science 
Faculty  to  the  fourth  year  curriculum  in  engineering,  and 
made  compulsory.  At  the  time  of  his  resignation  Professor 
Dicksee  was  engaged  in  conducting  this  course,  which 
necessarily  began  with  elementary  bookkeeping  (like 
Accounting  I.),  but  to  which  he  proposed  to  give  a  more 
distinctly  engineering  character  as  the  year  progressed. 

The  appointment  of  Professor  Dicksee,  was,  of  course,  a 
great  experiment ;  but  its  success  has  certainly  been  equal 
to  the  most  sanguine  expectations.  Professor  Dicksee  was 
already  the  author  of  some  of  the  best  known  works  of 
accounting — works  which  are  perhaps  even  more  widely 
known  in  America  than  in  England — and  he  has  signalised 
his  tenure  of  the  Professorship  at  Birmingham  by  producing 
other  works  of  the  same  high  character.  It  has  always  been 
a  great  advantage  to  him  in  his  teaching  that  he  has  been 
able  to  combine  the  theory  with  the  practice  of  accounts ; 
for  he  has  continued  to  take  an  active  part  in  the  work  of 
the  firm  of  accountants  in  London  of  which  he  is  the  lead- 
ing partner.  That  the  accounting  work  of  the  University 
has  been  successful  has  been  evinced,  not  only  by  its  obvious 
efiect  upon  the  students  themselves,  but  also  by  the 
testimony  of  the  eminent  practising  accountants  who  have 
been  good  enough  to  act  as  External  Examiners  each  year. 

During  the  first  three  years  of  the  existence  of  the  Faculty 
Mr.  Eric  Carter,  F.C.A.,  acted  as  external  examiner,  and  at 
the  end  of  his  term  of  office  he  expressed  himself  as 
surprised  by  the  grip  of  accounting  methods  which  students 
who  had  had  no  office  experience  had  been  able  to  obtain 
under  Mr.  Dicksee's  tuition.  The  external  examiner  last 
year  was  Sir  Walter  Fisher,  and  for  the  three  years  now 
beginning  Mr.  A.  H.  Gibson,  F.C.A.,  has  consented  to  act. 
Anyone  who  knows  the  position  these  gentlemen  occupy  in 
the  business  world  of  the  Midlands  will  feel  assured  of  the 
solidity  and  practicality  of  the  work  of  the  chair.  Professor 
Dicksee's  resignation  has  been  caused  by  his  acceptance  of 
an  important  position  in  connection  with  the  War  Office 
scheme  for  the  business  training  of  Army  officers  in  London. 

The  new  appointment  taken  up  by  Professor  Dicksee  is 
really  only  a  develdpment  and  extension  of  the  appointment 
that  he  has  held  for  the  last  five  years  at  the  London  School 
of  Economics,  which  (as  our  readers  are  no  doubt  aware)  is 
one  of  the  colleges  of  the  University  of  London.  Recently, 
however,  a  scheme  has  been  formulated  by  the  War  Office 
for  the  training  in  administration  of  a  limited  number  of 
Army  officers,  and  the  carrying  out  of  this  scheme,  under  an 
Advisory  Committee,  devolves  upon  the  London  School  of 
Econmics.  The  Advisory  Committee  consists  partly  of  War 
Office  officials  and  partly  of  well-known  business  men.  The 
Chairman  of  the  Council  and  Director  of  the  London  School 
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of  Economics  are  added  thereto.  It  is  proposed  to  organise 
this  system  of  training  upon  linss  somewhat  similar  to  those 
that  have  obtained  in  connection  with  the  Staff  College,  and 
as  officers  passing  through  the  Staff  College  are  described  as 
•*P.S.C.,"  so  officers  passing  through  the  Administrative 
College  will  be  entitled  '*  P.Ad.C."  Those  selected  for  the 
course  must  have  already  given  evidence  of  promise  of  admin- 
istrative ability ;  they  must  be  of  the  rank  of  captain,  or  over, 
and  not  exceed  thirty-five  years  of  age.  In  the  present 
(first)  session,  however,  a  certain  number  of  officers  exceed- 
ing this  age  limit  have  been  included  for  various  reasons. 
The  subjects  in  which  instruction  will  be  given  are  account- 
ing and  business  methods  and  commercial  law,  carriage  by 
sea  and  land,  economic  theory,  economic  geography,  and 
statistical  method.  It  is  quite  possible,  however,  that 
there  may  be  certain  variations  made  from  time  to  time, 
the  object  being  rather  to  evolve  the  most  suitable  and 
practical  course  of  instruction  possible,  than  to  lay  down  in 
advance  a  hard  and  fast  system.  It  is  clear  that  this  work 
is  one  of  great  national  importance. 

For  the  conduct  of  the  accounting  courses  to  the  end  of 
the  present  academic  year  a  temporary  arrangement  has 
been  made  with  Mr.  Pembridge,  who  is  a  partner  of  Mr. 
Dicksee,  and  who  will  enjoy  Mr.  Dicksee's  counsel  and 
assistance  in  conducting  the  courses  on  the  lines  Professor 
Dicksee  has  marked  out. 


presentation  to  At.  C.  TRIlooIIettt 

(Asftistant   Official   Receiver,    Blniiing:liain.) 


A  LARGE  number  of  the  professional  men  of  Birmingham 
met  on  Wednesday,  the  27th  ult.,  in  the  Chartered  Accoun- 
tants' Branch  Library,  Newhall  Street,  for  the  purpose  of 
making  a  presentation  to  Mr.  Charles  WooUett,  who  for  the 
past  seventeen  years  has  been  Assistant  Official  Receiver  for 
Birmingham  and  West  Bromwich,  and  who  has  com- 
menced his  duties  as  Official  Receiver  of  the  Huddersfield 
and  Dewsbury  district.  At  five  o'clock  the  company  met  at 
tea,  and  the  after-proceedings  were  presided  over  by  Mr. 
Allen  Edwards,  F.C.A.  Mr.  E.  L.  Stevens  read  letters 
regretting  non-attendance,  and  expressing  sympathy  with 
the  objects  of  the  gathering. 

In  the  course  of  a  short  speech  Mr.  Edwards  reviewed 
Mr.  Woollett's  official  career,  and  made  reference  to  his 
genial  and  obliging-  disposition,  and  the  conscientious 
manner  in  which  he  had  always  performed  his  duties. 
Whilst  they  could  not  help  feeling  sorrow  at  losing  him, 
they  could  not  help  but  regard  his  advancement  with  satis- 
faction. They  would,  said  Mr.  Edwards,  look  forward  to 
the  time  when  Mr.  Cully  would  be  appointed  Inspector- 
General,  when,  perhaps,  Mr.  Woollett  would  be  remem- 


bered by  the  Board  of  Trade  as  the  most  suitable  man  to 
return  to  Birmingham  to  take  his  place.  (Hear,  hear,  and 
laughter.)  He  felt  sure  that  was  the  opinion  of  every  man 
in  the  room.  (Applause.)  Referring  to  Mr.  Woollett's 
pleasant  manner  in  dealing  with  debtors,  Mr.  Edwards 
remarked  that  he  was  sure  there  would  be  a  boom  in  bank- 
ruptcy in  the  Dewsbury  district — (laughter) — for  when  the 
first  few  debtors  had  found  out  what  a  fine  fellow  the  new 
receiver  was  others  would  rush  to  file  their  petitions. 
(Laughter.)  Mr.  Edwards  then  asked  Mr.  Woollett's 
acceptance  of  the  presentation,  which  consisted  of  an 
illuminated  address,  a  handsome  silver  tea  service  in  case, 
and  a  cheque.  The  address  expressed  satisfaction  at  Mr. 
Woollett's  recent  advancement  in  the  public  service  to  a 
position  which  he  had  so  honourably  earned,  and  continued  : 
••  Your  wide  knowledge  of  your  profession,  your  great  and 
••varied  experience,  your  unfailing  and  unvarying  courtesy, 
••your  happy  and  obliging  disposition,  and  your  absolute 
•'sincerity  and  singleness  of  purpose  have  created  in  mind 
••  and  heart  alike  a  sense  both  of  appreciation  and  affection 
••which  will  not  soon  be  eradicated."  On  behalf  of  the 
solicitors  of  Birmingham  Mr.  A.  C.  Jaques  and  Mr.  Walter 
Barrow  spoke  of  the  appreciation  in  which  Mr.  Woollett 
was  held,  and  Mr.  Ledsam,  as  representing  the  accountants, 
endorsed  all  that  had  been  said. 

In  his  reply,  Mr.  Woollett  said  if  that  were  a  meeting  of 
creditors  he  would  be  able  to  face  it  without  diffidence  ;  he 
would  know  what  to  do,  and  would,  no  doubt,  bring  the 
matter  to  a  satisfactory  conclusion.  (Laughter.)  But  that 
was  the  first  time  he  had  been  faced  by  such  a  gathering  as 
that,  and  he  hardly  knew  what  to  say.  It  was  very  pleasant 
to  find  the  kindly  appreciation  in  which  his  services  had 
been  regarded  by  the  professional  people  of  Birmingham. 
In  doing  his  duty  he  had  always  endeavoured  to  put  himself 
in  the  place  of  the  other  man,  and  say  to  himself,  *•  How 
should  I  feel  were  I  in  his  place  ?  "  He  was  pleased  to  feel 
that  endeavour  had  proved  acceptable  to  all  parties  con- 
cerned. He  had  to  tbank  Mr.  Luke  J.  Sharp,  the  late 
Official  Receiver,  for  having  given  him  his  start  in  life,  and 
for  having  left  him  one  of  the  t>est-paid  Assistant  Receivers 
in  the  provinces.  He  wished  also  to  point  out  that  his 
present  position  was  offered  to  him  subject  to  Mr.  Cully's 
approval.  Although  Mr.  Cully  had  been  put  to  consider- 
able inconvenience  that  gentleman  not  only  gave  his 
approval,  but  tendered  him  his  most  hearty  congratulations. 
(Applause.)  He  was  certain  of  this— that  the  better 
Birmingham  folk  got  to  know  Mr.  Cully  the  better  they 
would  like  him.  Mr.  Woollett  then  expressed  his  sincere 
thanks  for  the  handsome  present,  and  said  he  could  assure 
them  that  had  been  the  proudest  occasion  in  his  life. 

Votes  of  thanks  to  the  Institute  of  Chartered  Accountants 
for  the  use  of  the  library,  and  to  the  Chairman  and  Com- 
mittee, concluded  a  pleasant  gathering. 
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petsonaU 


Messrs.  Allen  Biggs  &  Co.,  Chartered  Accountants, 
have  removed  to  147  Leadenhall  Street,  B.C. 

Mr.  Arthur  Gedgb  Plante.  Chartered  Accountant,  has 
commenced  to  practise  at  Thanet  House,  231  Strand,  W.C. 

Messrs.  Thos.  Mottershbad  &  Co.,  Chartered  Accoun- 
tants, have  removed  to  14  Warren  Street,  Stockport. 

Messrs.  Radlbv  &  Johnson,  Chartered  Accountants, 
have  removed  from  ioa  Temple  Row,  to  Clarendon 
Chambers,  i  &  2  Waterloo  Street,  Birmingham. 

Mr.  Herbert  Wood,  Chartered  Accountant,  has 
removed  from  46  Queen  Victoria  Street  to  36  Camomile 
Street,  E.C. 


failures  anD  XtUs  ot  Sale  in  England 
and  Males* 


According  to  Kimp's  MercantiU  GtuetU,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday  April  5th  was  96,  viz.  :— 
New  Bankruptcy  Proceedings  published  in  the  London  Gauttt, 
39 ;  Deeds  of  Arrangement  registered,  57.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were: 
Bankruptcies,  79 ;  Deeds  of  Arrangement,  89— total,  168 ; 
being  a  decrease  of  72.  The  total  number  of  commercial 
failures  recorded  during  the  14  weeks  of  the  present  year  is 
2,140;  the  total  number  recorded  in  the  corresponding  14 
weeks  of  last  year  was  2,407,  showing  a  decrease  of  267. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday 
April  5th,  was  119.  The  number  in  the  corresponding  week 
of  last  year  was  157,  showing  a  decrease  of  38.  The  total 
number  filed  during  the  14  weeks  of  the  present  year  is  2,135  ; 
the  total  number  filed  in  the  corresponding  14  weeks  of 
last  year  was  2,211,  showing  a  decrease  of  76. 


Debentures. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week  ending 
Friday  April  5th  amounted  to  /4i8,685,  by  way  of 
addition  to  /i, 070,452,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ;f  1,130,948,  showing  a  decrease  oi 
;f7i2,263.  The  total  amount  registered  during  the  14 
weeks  of  the  present  year  is  ;f  22,870,325  (in  addition  to  the 
issues  in  previous  years  by  the  same  companies),  as 
compared  with  /23,39i,o8o  for  the  corresponding  14  weeks 
in  1906,  showing  a  decrease  of  ^520, 755, 


The  Profession  in  Scotland. 

Personal. 

Messrs.  Moody,  Stuart  &  Robertson,  C.A.,  have  assumed 
Mr.  Lewis  Findlay  Robertson,  C.A.,  as  a  partner. 

Mr.  Frederick  Todd,  C.A.,  has  b^gfun  business  at  4  North 
St.  David  Street,  Edinburgh. 

Mr.  Garnet  W.  Edmunds,  C.A.,  has  begun  business  at 
4  North  St.  David  Street,  Edinburgh. 

The  firm  of  Martin,  McChlery  &  Anderson,  accountants, 
190  West  George  Street,  Glasgow,  of  which  Mr.  James 
Martin  and  Mr.  J.  Anderson  McChlery  were  sole  partners, 
has  been  dissolved  of  consent  as  at  28th  February.  Mr. 
James  Martin  will  continue  business  on  his  own  account  at 
190  West  George  Street,  Glasgow,  and  Mr.  McChlery  at 
157  St.  Vincent  Street,  Glasgow. 

BootiiBh  InsolYeneiei. 

For  the  week  ending  6th  April  the  number  of  insol- 
vencies reported  in  Scotland  was  28,  as  compared  with  27  in 
the  corresponding  week  of  last  year.  The  trust  deeds 
numbered  12,  as  compared  with  14  ;  the  sequestrations  7,  as 
compared  with  5 ;  and  the  petitions  for  cessio  9,  as  com- 
pared with  8.  The  total  number  of  insolvencies  for  the 
fourteen  weeks  of  the  year  is  398,  as  compared  with  363  in 
the  corresponding  period  of  last  year— the  trust  deeds 
numbering  191  against  165,  the  sequestrations  73  against 
93,  and  the  petitions  for  cessio  134  against  105.  Of  the 
12  trust  deeds  reported  during  the  week,  7  were  granted 
in  favour  of  Chartered  Accoantants.  Two  voluntary 
liquidations  of  limited  liability  companies  were  gazetted 
during  the  week,  making  43  for  the  fourteen  weeks. 

Banit  Kate  of  aNMonitt. 
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Brtnct  Iran  AudUing,  by  Lawrbncb  R.  Dicksbb,  P.CA. 
{Pag§  t9Q) 

lActHSid  Housn  pceteot  some  rather  special  featores.  The  goodwiU 
pt««<«Mtig  to  the  license  gives  the  lease  or  freehold  of  licensed  premises 
a  maiket  value  greatly  in  ezoesa  of  their  real  value  as  buildings.  To 
be  pKoperly  oonsidered,  the  value  of  the  premises  and  the  license  must 
be  aeparBted.  The  former  should  be  depreciated  in  the  usual  way, 
leaving  the  license  alone  to  be  considered.  A  license  on  freehold  pre- 
mliicii  does  not  depredate,  but  a  license  on  leasehold  premises  passes 
away  wtlh  the  premises  and  must  therefore  be  depreciated  like  a  lease. 
4  Heense  may  at  any  time  be  lost— either  for  misconduct  or  for  no  rea- 
loo    bm  this  la  a  contingency  outside  the  scope  of  depreciation.    II 

«ayi  however,  be  provided  against  by  Insurance,  which  would  appeal 

t^ba  a  moit  prudent  oourse  to  adopt. 

For  fan  partioalaxB  as  to  UOBISBS  UISUBAIGI  apply  to- 

flM  UGEN8E8  INSURANCE  GORPORATIOH 
AND  GUARANTEE  FUND,  Limited, 

24  UOORGATE  STREET,  LONDOh. 


SKOlnfl&Tt  BoBineM 


-    LicenBed  Property. 


fiJoMues  loMired  and  Loans  and  Debentures  00 
Licensed  Property  of  every  description  ^aranteed. 


Tm  Capftallsed  Value  of  the  QoodwUI  of  a  Lioensed  Buelneu 
fs  the  value  of  the  lioen^d,  and  may  be  estimated  upon  a  men 
liberal  basis  if  the  license  h  Insured. 


@:^e  Institttle  of  C^artmir  ^ttomxtmU 
in  (ffnglanb  anb  WBuUb. 

BXAMIMAT10M8. 


Thb  next  Examinations  will  be  held  on  the  following 
dates: — 

The  Preliminary  Examination  on  the  4th,  5th,  and  6th 
June  1907. 

The  Intermediate  Examination  on  the  27th  and  28th  May 
1907. 

The  Final  Examination  on  the  29th,  30th.  and  31st  May 
1907. 

Persons  desiring  to  present  themselves  for  examination 
mast  give  notice  to  the  Council  at  least  thirty  days  before 
the  date  of  the  Examinations,  at  the  same  time  forwarding 
the  examination  fee.     * 

Full  particulars  and  forms  may  be  obtained  at  the  office 
of  the  Institute,  Moorgate  Place,  London,  E.C.,  and  at  the 
various  Branch  Libraries. 


Apnl  1907, 


By  order  of  the  Council, 

GEORGE  COLVILLE, 

Stcriiaryt 


Wheatley  Kirk,  Price  &  Co., 

(kstablishbo  185(9 

YALUERS,  AUCTIONEERS  ft  ARBITRATORS 

OF    EVERY    DESCRIPTION    OF 

WORKS,  PLAHT,  MACHIIIERT,  ft  STOCK. 

PEtilODlCAL  VALUATtONM  AT  SPECIAL   RATES. 

ANNUAL    INSPECTIONS     FOR    DEPRECIATION, 

SALES  OF  WORKS  BY  PRIVATE  TREATY. 

PANTNERSNtPS    IN    ENQINEERINO    PROFESSION     ARiiANOm% 


46   Watling    Street,    London,  E.O. 

tmd   ALBERT   SQUARE,    MANCHESTER, 
TkLBPHOMB  5,077  Bank.      Telborams-"  INDICES,  LONnoN- 


Bst4.    1821. 

^^GUARDJAN 

ASSURA'NCE"  company/' Limited. 


FIRE,     LIFE,    ACCIDENT, 

AND     BURGLARY    INSURANCE 

Loans  and  PnpchaBes  of  Life  IntepeBts  and  Reversions 

Total  Funds  over  £6,000,000. 

Head  Office:— 11    LOMBARD    STREET,    LONDON, 
Law  Courts   Branch  :— 21    FLEET  STREET. 


XeaDfnd  Brttcled. 

Company  Law  Reform  ,   The  Audit 
and  Accounts. — III. 


TT  still  remains  for  us  to  consider  those 
clauses  of  the  Companies  Bill  now  before 
the  House  of  Lords  relating  to  audit  and 
accounts,  which  are  comprised  in  Sections  21 
to  24. 

Section  21  (in  substitution  of  Section  23  of 
the  1900  Act,  giving  the  auditor  the  right  of 
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access  at  all  times  to  the  books,  accounts,  and 
vouchers  of  the  company,  and  the  right  to 
require  such  information  and  explanations  as 
may  be  necessary  for  the  performance  of  his 
duties)  represents  the  first  two  clauses  of  the 
phenomenally  long  sentence  of  which  Section  23 
is  comprised,  which  is  now  with  great  advan- 
tage cut  up  into  sub-sections.  In  place  of  the 
provision  that  the  auditor  shall  sign  a  certificate 
at  the  foot  of  the  Balance  Sheet  stating 
whether  or  not  all  his  requirements  as  auditor 
have  been  complied  with,  and  shall  report  to 
the  shareholders  on  the  accounts  examined  by 
him,  &c.,  Subsection  2  provides  that  the 
auditors  shall  make  a  report  to  the  shareholders 
on  the  accounts  examined  by  them,  and  on 
every  Balance  Sheet  laid  before  the  company 
in  general  meeting  during  their  tenure  of  office; 
and  that  the  report  shall  state  (a)  whether  or 
not  they  have  obtained  all  the  information  and 
explanations  they  have  required,  and  (6) 
whether  in  their  opinion  the  Balance  Sheet 
referred  to  in  the  report  is  properly  drawn  up 
so  as  to  exhibit  a  true  and  correct  view  of  the 
state  of  the  company's  affairs,  according  to  the 
best  of  their  information  and  the  explanations 
given  to  them,  and  as  shown  by  the  books  of 
the  company.  Subsection  3  provides  that  this 
report  shall  be  attached  to  the  Balance  Sheet, 
or  there  shall  be  inserted  at  the  foot  of  the 
Balance  Sheet  a  reference  to  the  report ;  that 
the  report  shall  be  read  before  the  company 
in  general  meeting,  and  shall  be  open  to 
inspection  by  any  shareholder.  It  will  be 
observed  that,  instead  of  the  vague  certi- 
fication that  all  the  auditor's  requirements 
have  been  complied  with — ^with  its  accompany- 
ing doubt  as  to  whether  the  word  "  require-? 
ments "  was  to  be  interpreted  in  its  popular 
sense^  or  as  meaning  neither  more  nor  less*  than 


was  involved  in  the  word  "require"  used  a  few 
lines  further  up  in  the  same  sentence — we  have 
the  common-sense  and  entirely  intelligible 
statement  whether  or  not  the  auditors  have 
obtained  all  the  information  and  explanations 
that  they  required — that  is  to  say,  whether 
they  have  been  afforded  the  facilities  for  audit 
that  they  are  entitled  to  under  Section  23, 
which  now  becomes  Section  21  (i).  The 
report,  instead  of  commenting  upon  the 
Balance  Sheet  merely  from  the  point  of  view 
of  the  books  of  the  company,  is  to  be  com- 
mented upon  according  to  the  best  opinion 
of  the  auditor,  and  the  explanations  given 
to  him  in  the  course  of  his  audit.  It  may  well 
be  questioned  whether  this  amendment  is 
necessary,  in  view  of  the  decision  given  nearly 
twenty  years'  ago  in  the  case  of  The  Leeds 
Estate  Building  and  Investment  Society,  Lint.  v. 
Shepherd,  but  the  elaboration  of  the  wording 
can  certainly  do  no  harm,  and  will  doubtless 
give  the  average  shareholder  more  confidence 
in  the  result  of  the  audit.  Of  far  greater 
importance,  however,  are  the  provisions  of 
Subsection  3,  which  require  the  report  either 
to  be  attached  to  the  Balance  Sheet,  or  for 
there  to  be  inserted  at  the  foot  of  the  Balance 
Sheet  a  reference  to  the  report.  It  would  be 
an  advantage,  perhaps,  if  it  were  made  quite 
clear  whether  it  was  for  the  directors  or  the 
auditors  to  decide  whether  or  not  the  report 
should  be  attached  to  the  Balance  Sheet ;  but 
the  provision  that,  in  default  of  publication  of 
the  report,  a  distinct  reference  to  its  separate 
existence  must  appear  at  the  foot  of  the  pub- 
lished Balance  Sheet  is  most  valuable,  and  is, 
indeed,  the  only  way  of  combating  ao  evil 
that  has  grown  up  in  certain  quarters,  of  print- 
ing a  colourless  report  combined  with  a 
statirtory  certificate,  and  issuing  an  entirely 
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different  report  that  is  not  published.  There 
can  be  no  question  that,  upon  a  reasonable 
interpretation  of  Section  23,  if  any  of  the 
auditor's  report  was  published  the  whole  of 
it  ought  to  be  published ;  or  else,  to  avoid 
serious  misunderstanding,  the  existence  of  an 
unpublished  portion  ought  to  be  referred  to  in 
the  published  portion.  We  are  glad  to 
obseive,  however,  that  if  Section  23  be  passed 
in  its  existing  form  that  will  practically 
become  compulsory. 

Subsection  4  provides  that  no  one  other 
than  a  retiring  auditor  may  be  appointed 
auditor  at  a  general  meeting  unless  previous 
notice  has  been  given  of  an  intention  to 
nominate  him  to  the  office,  which  notice  has 
been  communicated  to  every  shareholder  of  the 
company.  Such  a  clause  would  be  most 
valuable,  as  tending  to  render  the  position  of 
auditor  a  more  independent  one ;  and  it  will 
altogether  deprive  directors  of  an  excuse  that 
has  not  infrequently  been  put  forward  when  an 
auditor  has  been  superseded  for  questioning 
the  acts  of  the  directors — that  the  initiative 
came  not  from  the  directors,  but  from  "the 
other  side  of  the  table,"  and  that  naturally  the 
directors  could  not  interfere  with  the  rank  and 
file  of  the  shareholders  in  their  selection  of  an 
auditor.  If  the  clause  be  passed  in  its  existing 
form,  and  if  shareholders  do  not  for  any  reason 
desire  to  retain  the  retiring  auditor,  it  will  be 
necessary  for  them  either  to  adjourn  the  meet- 
ing or  to  leave  the  post  unfilled— in  which 
case,  of  course,  the  Board  of  Trade  could  act. 
Failing  each  of  these  alternatives  a  retiring 
auditor  must  be  re-elected,  save  in  cases  where 
he  has  had  ample  notice  of  an  intention  to 
oppose  his  reappointment  such  as  will  give  him 
sufficient  time  to  confer  with  his  supporters. 
Subsection    5  provides,  inter  alia,  that  every 


officer  of  a  company  who  is  knowingly  a  party 
to  the  issue  of  a  Balance  Sheet  not  containing 
the  auditor's  report,  or  the  reference  thereto 
required  by  Subsection  3,  shall  be  liable,  on 
conviction,  to  a  fine  not  exceeding  £^0.  Here, 
as  in  other  cases,  the  question  as  to  who  is 
liable  should  be  more  clearly  defined,  and 
should  be  limited  to  those  who  have  power  to 
remedy  the  defect.  It  is  now  settled  law  that 
an  auditor  is  an  officer  of  the  company,  and 
under  the  existing  law  he  has  no  control  what- 
ever over  the  form  in  which  a  company's 
accounts  and  Balance  Sheet  are  printed  and 
circulated.  If  he  is  to  be  held  personally 
responsible — which  might  or  might  not  be 
desirable — he  ought  certainly  to  be  given  the 
necessary  powers  to  protect  himself  against  the 
misfeasance  of  others. 

Section  22  provides  for  the  filing  of  an 
annual  Balance  Sheet  by  all  companies 
required  by  Section  26  of  the  Companies  Act, 
1862,  to  forward  to  the  Registrar  an  annual 
list  of  members  and  summary  of  capital  issued. 
This  clause  will  no  doubt  be  hotly  opposed, 
more  especially  by  those  least  entitled  to  any 
consideration — namely,  the  so-called  private 
companies,  including  "  one-man  "  companies.  It 
is  to  be  hoped,  however,  that  it  will  be  insisted 
upon,  although  the  legal  effects  will  no  doubt 
be  far-reaching.  At  the  present  time  the  com- 
pany Balance  Sheet  is  prepared  for  the  infor- 
mation of  its  shareholders,  and  the  duties  of 
the  auditor  are  merely  his  duties  to  the  share- 
holders, in  accordance  with  the  Companies 
Acts  and  the  memorandum  and  articles  of 
association  of  the  particular  company  con- 
cerned. If,  however,  Balance  Sheets  are  to  be 
filed,  and  are  to  be  available  for  the  inspection 
of  the  public,  they  become  public  documents, 
and  whatever  representations  they  may  contai' 
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will  presumably  become  representations  to  the 
public.  Thus  the  duties  of  the  auditor  may 
become  very  greatly  extended.  So  long,  how- 
ever, as  the  point  of  the  section  is  not  lost 
sight  of,  we  do  not  see  that  it  need  provide  any 
reasonable  barrier  to  that  disclosure,  which,  it 
seems  to  us,  is  entirely  proper  on  the  part  of 
all  concerns  that  seek  to  obtain  credit  while 
reserving  to  themselves  the  privilege  of  limited 
liability. 

Clause  23  removes  some  of  the  doubts  experi- 
enced with  regard  to  the  true  meaning  of  Section 
12  of  the  1900  Act,  by  providing  that  the 
Statement  of  Receipts  and  Payments  on  Capital 
Account  is  to  include  debentures  as  well  as 
shares.  It  would  be  well,  however,  for  oppor- 
tunity to  be  taken  to  make  the  statement  of 
some  practical  use — instead  of  being,  as  at 
present,  entirely  valueless.  Instead  of  being  a 
purely  cash  statement,  and  thus  obviously 
incomplete,  it  should  deal  in  parallel  columns 
with  receipts  and  payments  on  Capital  Account 
in  cash,  and  also  with  shares  and  debentures 
issued  as  partly  or  as  fully  paid,  and  the  assets 
acquired  in  exchange  therefor.  It  should  indeed 
be  a  complete  statement  of  Capital  Account, 
dealing  not  merely  with  completed  transactions, 
but  also  with  all  transactions  contracted  for,  so 
that  the  account  may  clearly  show  a  balance 
representing  the  available  working  capital  of 
the  company. 

Section  24  extends  to  preference  shareholders 
and  debenture-holders  the  same  rights  as  to 
receiving  and  inspecting  Balance  Sheets  and 
the  auditors'  and  directors'  reports  as  are 
possessed  by  the  holders  of  ordinary  shares,  in 
the  absence  of  an  express  provision  to  the 
contrary  contained  in  the  articles  of  association 
and  disclosed  in  the  prospectus  or  the  statement 
filed  in  lieu  of  a  prospectus,  as  the  case  may  be. 


This  provision  is  entirely  reasonable  with  regard 
to  preference  shares ;  and  indeed  we  do  not  know 
why  a  company  should  be  allowed  to  contract 
out  of  it  even  by  a  special  clause  contained  in 
its  articles,  but  the  principle  involved  is  more 
novel    as    applied    to    debenture-holders.     It 
seems,  however,  to  logically  follow  from  the 
provisions  enabling  a  company  to  issue  irredeem- 
able debentures,  and  it  is,  perhaps  chiefly  of 
interest  to  our  readers  as  emphasising  the  point 
that  we  drew  attention  to  when  commenting 
upon  Section  22 — that  under  the  provisions  of 
this  Bill  it  can  no  longer  be  considered  that  the 
accounts  of  companies  are  prepared  entirely  or 
even  mainly  in  the  interests  of  shareholders. 
They  will  presumably  have  to  be  regarded  as 
being  prepared  in  the  interests  of  all  whom  they 
may  concern,  thus  considerably  enlarging  the 
scope  of  the  auditor's  responsibilities.  Provided, 
however,  it  is  made  clear  that  the  auditor  has 
no  control   over  the    form   of  the  published 
accounts,  and  that  his  duty  is  simply  confined 
to  reporting  upon  them  in  the  form  in  which 
they  are  submitted  to  him,  there  seems  to  be 
nothing  unreasonable  concerning  this  enlarged 
measure  of  responsibility. 


Reduction  of  a  Company's  CapltaK — III. 


IT  is  when  the  capital  of  a  company  is  divided 
into  two  or  more  classes  that  the  most 
difficult  problems  arise  in  connection  with  a 
scheme  for  the  reduction  of  its  capital,  and  it 
is  in  such  cases  that  disputes  most  firequently 
occur.  These  disputes  are  often  embittered 
by  the  circumstance  that  the  company's  articles 
of  association  restrict  the  powers  of  certain 
classes  of  shareholders,  with  the  result  that  a 
resolution  duly  carried  by  the  company  in 
general  meeting  is   not   necessarily  any  very 
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clear  indication  of  the  views  entertained  by  the 
shareholders  generally.  It  is  under  these  cir- 
cumstances that  the  statutory  power  of  minori- 
ties to  appear  before  the  Court  and  to  oppose 
a  scheme  for  reduction  proves  most  valuable. 

Let  us  suppose,  in  the  first  instance,  that  the 
following  Balance  Sheet  has  been  prepared  by 
a  company  for  submission  to  its  members : — 
Balancb  Shebt,  31st  December  1906. 

Capital:—  '  Assets 200,000 

xoo,ooo  Preference  Shares  Profit  and  Loss  Account . .     50,000 

of  £t  each                  . .   100,000 
100,000  Ordinary  Shares 
of  ^i  each                  . .   100,000 
Liabilities 50,000 


£250000 


£250,000 


In  the  case  above  referred  to  it  appears  that 
the  company  has  sustained  losses  on  Revenue 
Account  amounting  to  3^50,000.  We  may 
further  suppose  that  the  actual  value  of  its 
fixed  assets  is  3^50,000  less  than  the  book  value, 
making  a  total  loss  in  respect  of  both  capital 
and  revenue  of  ^f  100,000 — a  loss  equal  to  the 
entire  paid-up  capital  on  the  ordinary  shares. 
Under  these  circumstances,  assuming  that  the 
preference  shares  are  preferential  as  to  capital, 
it  would  appear  at  first  glance  that  the  whole 
of  the  ordinary  capital  has  been  lost,  and  that 
therefore  an  equitable  arrangement  would  be 
to  reduce  the  capital  of  the  company  by  writing 
off  the  ordinary  shares  altogether,  leaving  the 
capital  entirely  to  the  holders  of  preference 
shares.  This  is  the  view  very  generally  enter- 
tained by  preference  shareholders  under  such 
circumstances,  but  a  more  careful  examination 
of  the  facts  will  show  that  it  is  essentially 
unsound.  Preference  shareholders  stand,  so  to 
speak,  in  the  second  line,  in  the  sense  that  all 
risks  of  loss  fall  in  the  first  instance  upon  the 
ordinary  shareholders,  who  can  receive  no 
dividend  until  the  preference  dividend  has  been 
paid,  and  upon  a  winding-up  can  receive  no 


return  of  capital  until  the  preference  share- 
holders' capital  has  been  paid  in  full.  But,  on 
the  other  hand,  when  once  these  claims  of  the 
preference  shareholders  have  been  met,  the 
ordinary  shareholders  are  entitled  to  receive 
everything  that  there  may  be  in  excess  of  such 
claims.  That  is  to  say,  during  the  continuance 
of  the  company,  subject  to  payment  of  the 
preference  dividend,  they  are  entitled  to  have 
divided  among  them  the  whole  of  the  profits 
earned  by  the  company,  if  they  think  it 
advisable  to  divide  these  profits,  and  upon  a 
winding  up  they  are  entitled  to  have  the  whole 
of  the  company's  assets  distributed  among 
them  pro  rata,  provided  all  costs  and  debts  have 
been  paid  and  the  bare  capital  of  the  preference 
shareholders  has  been  refunded.  The  mere 
fact  that  the  company  has  sustained  certain 
losses  does  not  justify  the  preference  share- 
holders in  stepping  in  and  taking  over  the 
whole  concern  as  though  it  belonged  to  them. 
Even  debenture-holders  would  not  be  entitled 
to  make  a  profit  upon  the  enforcement  of  their 
security,  and  the  position  of  preference  share- 
holders, who  have  no  security,  is,  of  course, 
even  weaker. 

It  is  clear,  therefore,  that,  although  in  the 
case  above  cited  an  amount  equal  to  the  whole 
of  the  paid-up  ordinary  capital  has  been 
admittedly  lost,  an  equitable  scheme  for  the 
reduction  of  capital  would  not  be  one  that 
provided  for  the  absolute  extinction  of  all  the 
ordinary  shares.  Whatever  happens,  the 
preference  shareholders  cannot  expect  a  return 
in  excess  of  their  prescribed  maximum  dividend. 
If  the  preference  shareholders  are  unduly 
exacting,  the  ordinary  shareholders  may  well 
point  out  to  them  that  they  cannot  expect  even 
to  receive  their  preference  dividend  save  out  of 
profits  reasonably  available    for  distribution 
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aod,  that  unless  they  show  a  greater  readiness 
to  fall  into  line,  the  payment  of  any  dividend 
whatever  must  be  indefinitely  postponed.  The 
situation  is  thus  eminently  one  for  a  reasonable 
bargain  to  be  struck  between  the  two  classes 
of  shareholders.  Both  desire  to  see  the  pay- 
ment of  dividends  resumed  at  the  earliest 
practicable  date.  In  a  hypothetical  case  it  is, 
of  course,  impossible  to  take  into  consideration 
all  the  various  circumstances  that  will  neces- 
sarily have  a  bearing  upon  the  matter  in 
practice.  We  may  suggest,  however,  that  in 
such  a  case  as  this,  while  it  is  clearly  reason- 
able that  the  ordinary  shares  should  be  written 
down  very  substantially,  they  ought  still  to  be 
retained  in  existence,  if  only  at  a  nominal 
value,  so  that  after  satisfaction  of  the  preference 
dividend  the  holders  of  ordinary  shares  may 
receive  payment  of  such  dividends  as  the 
surplus  profits  may  justify.  This,  in  the  case 
cited,  will  necessarily  involve  one  of  two  things 
— either  the  assets  must  not  be  written  down 
to  their  present  admitted  value  of  w;^ioo,ooo,  or 
else  the  preference  shareholders  must  submit 
to  some  reduction  of  capital  as  a  quid  pro  quo 
for  a  readjustment  of  finances  which  will 
enable  the  payment  of  preference  dividends  to 
be  at  once  resumed.  In  the  majority  of  cases 
it  iSf  we  believe,  considered  that  the  ordinary 
shareholders  are  acting  very  handsomely  if 
they  consent  to  a  scheme  reducing  the  ordinary 
shares  to  fully-paid  shares  of  2s.  each  and  the 
preference  shares  to  fully-paid  shares  of  i8s. 
each,  and  in  certain  cases  such  an  arrangement 
might  be  equitable  as  between  the  parties.  It 
is  submitted,  however,  that  in  general  such  a 
scheme  would  err  upon  the  side  of  being  over- 
generous  to  the  ordinary  shareholders,  in  that, 
whatever  good  fortune  may  await  the  company 
in  the  future,  the  preference  shareholders  are 


prejudiced  both  as  to  capital  and  income; 
while,  in  the  event  of  the  company  again 
becoming  prosperous,  the  whole  of  the  benefits 
of  such  increased  prosperity  will  be  enjoyed  by 
the  ordinary  shareholders.  Thus,  prior  to  the 
reduction  of  capital  the  first  ;f  6,000  of  divisible 
profit  would  have  to  be  distributed  among  the 
preference  shareholders,  and  in  the  event  of  a 
winding-up,  after  payment  of  debts  and  costs, 
the  first  3^100,000  of  realised  assets  would  have 
to  be  applied  towards  the  repayment  of  the 
preference  shareholders ;  whereas,  after  the 
carrsdng  through  of  a  reduction  scheme  such 
as  that  just  indicated,  the  charge  upon  divisible 
profits  to  represent  the  annual  preference 
dividend  would  be  reduced  to  3^5,400,  and  the 
preference  shareholders'  interest  in  the  assets 
in  the  event  of  a  winding  up  reduced  to 
3^90,000.  It  is  submitted  that  for  the  scheme 
to  be  entirely  equitable,  if  the  preference 
capital  is  to  be  written  down  to  100,000  shares 
of  i8s.  each,  the  preference  dividend  should 
be  increased  to  6i  per  cent. ;  and  there 
should  be  a  further  provision  that  in  the 
event  of  liquidation  the  preference  share- 
holders should  be  entitled  to  a  bonus  of  2s. 
per  share  before  any  distribution  whatever  be 
made  among  the  holders  of  ordinary  shares. 

On  the  other  hand,  it  may  well  be  argued 
that  this  treatment  would  be  unduly  generous 
to  the  preference  shareholders,  if  the  position 
of  the  company  were  such  that  a  scheme  for 
the  reduction  would  practically  ensure  the 
early  payment  of  preference  dividends,  but 
would  not  by  any  means  necessarily  ensure  the 
early  payment  of  ordinary  dividends.  Under 
those  circumstances  there  would  no  doubt  be 
good  arguments  to  be  urged  in  favour  of  a 
scheme  more  favourable  to  the  ordinary  share- 
holder.   But  we  have  no  hesitation  in  saying 
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that,  in  the  great  majority  of  cases,  the  ordinary 
shareholder  comes  out  best  upon  the  reduction 
of  a  company's  capital ;  and  that  for  the  all- 
sufficient  reason  that,  even  supposing  the 
preference  shareholder  enjoys  full  voting 
powers,  he  is  almost  invariably  in  a.  minority, 
in  that  the  aggregate  amount  of  ordinary 
shares  would  normally  be  considerably  greater 
than  the  aggregate  amount  of  preference 
shares. 

Another  difficulty  often  experienced  in  pro- 
viding a  reasonably  equitable  scheme  for  the 
reduction  of  a  company's  capital  arises  out  of 
the  correct  treatment  of  Reserve  Funds.  For 
many  years  it  was  thought  that  Reserve  Funds 
must  be  applied  in  the  first  instance  towards 
making  good  losses,  whether  of  revenue  or 
of  capital,  before  the  company  could  apply  to 
the  Court  for  a  reduction  of  its  capital  on  the 
ground  that  it,  or  part  of  it,  was  not  repre- 
sented by  available  assets.  Recent  decisions, 
however,  have  clearly  shown  that  this  impres- 
sion was  unjustified.  Thus  in  Re  Hoare  S*  Co., 
Lim.  (decided  by  the  Court  of  Appeal  in  June 
1904),  and  Re  Rowland  and  Marwood's  Steamship 
Co.,  Lim,  (decided  by  Mr.  Justice  Warrington 
in  December  1906),  it  was  held  that  where  a 
Reserve  Fund  had  been  set  aside  for  a  specific 
purpose,  and  that  purpose  was  not  yet  com- 
pletely satisfied,  it  was  just  and  equitable  that 
the  Reserve  Fund  should  be  allowed  to  con- 
tinue in  existence  after  the  capital  of  the  com- 
pany had  been  reduced.  These  decisions 
undoubtedly  tend  to  simplify  capital  reduction 
schemes  where  it  is  clear  that  one  or  another 
class  of  shareholders  are  legally  or  morally 
entitled  to  the  benefits  of  a  particular  Reserve 
Fund,  but  in  the  case  of  General  Reserve 
Funds  the  position  is  not  quite  so  clear.  The 
extinction  of  a  Reserve  Fund  upon  the  reduc- 


tion of  a  company's  capital  is  pro  tanto  to  the 
benefit  of  the  ordinary  shareholders,  upon  whom 
necessarily  must  fall  the  bulk  of  the  loss  then 
written  off;  but  it  is  quite  conceivable  that 
Reserve  Funds  may  exist  partly  for  the  benefit  of 
preference  shareholders,  as  affording  reasonable 
security  for  the  continuance  of  the  preference 
dividend,  without  their  having  been  so  clearly 
ear-marked  in  favour  of  the  preference  share- 
holders as  to  bring  the  case  directly  under  the 
decisions  that  we  have  mentioned  above.  It  is 
to  be  borne  in  mind,  moreover,  that  the  effect 
of  these  decisions  is  rather  to  permit  ordinary 
shareholders  to  adopt  the  self-denying  plan 
of  drastically  writing  down  their  own  capital 
than  to  require  them  to  do  so  for  the 
better  protection  of  preference  shareholders. 
Unless  the  ordinary  shareholders  are  willing  to 
face  the  whole  reduction  it  seems  more  than 
questionable  whether  the  effect  of  these 
decisions  is  to  compel  them  to  do  so  before  the 
Court  will  sanction  a  scheme.  The  matter  is, 
however,  only  a  part  of  the  larger  question  of 
the  respective  rights  of  preference  and  ordinary 
shareholders,  which  we  hope  to  discuss  shortly 
in  the  course  of  a  series  of  articles  dealing  with 
popular  fallacies. 


The  Association  of  Chambers  of  Commerce. 


T^HE  47th  annual  meeting  of  the  Association 
^  of  Chambers  of  Commerce  of  the  United 
Kingdom  was  held  in  the  Whitehall  Rooms  of 
the  Hotel  M^tropole  on  the  5th,  6th,  and  7th 
of  last  month,  the  chair  being  occupied  by  Sir 
William  H.  Holland,  M.P.,  the  President  of 
the  Association.  An  exceptionally  full  pro- 
gramme was  dealt  with,  and  the  subjects  of 
interest  to  accountants  were  perhaps  somewhat 
more  numerous  than  usual. 
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A  resolution  was  unanimously  passed,  on  the 
motion  of  Sir  Albert  K.  Rollit,  that  in  view 
of  the  admitted  evils  in  connection  with  the 
promotion,  formation,  and  management  of 
joint-stock  companies,  His  Majesty's  Govern- 
ment be  urged  to  introduce  early  legislation  on 
the  lines  of  the  main  recommendations  con- 
tained in  the  Report  of  the  Departmental 
Committee  of  the  Board  of  Trade  on  Company 
Law  Amendment.  This  recommendation  has, 
of  course,  already  been  acted  upon,  in  that  the 
Government's  Companies  Bill  has  been  intro- 
duced in  the  House  of  Lords  and  passed  a 
second  reading.  That  it  altogether  meets  the 
requirements  of  the  case  can  hardly  be  said, 
but,  as  we  have  discussed  the  matter  in  some 
detail  already,  it  is  unnecessary  for  us  to  now 
refer  to  it  again. 

A  further  resolution,  also  carried  unani- 
mously, was  moved  by  Mr.  Faithfull  Begg, 
committing  the  Association  to  approval  in 
principle  of  the  Bill  promoted  by  the 
Central  Association  of  Bankers  to  give  effect 
to  certain  amendments  of  the  law  in  rela- 
tion to  debentures  and  debenture  stock,  in 
accordance  with  paragraphs  75-78  of  the 
Report  of  the  Company  Law  Amend- 
ment Committee.  If  the  Government  Bill 
passes  in  its  existing  form,  the  Companies 
Debentures  and  Debenture  Stock  Bill  will,  of 
course,  become  unnecessary;  but  if  for  any 
reason  there  should  be  delay  in  the  enactment 
of  the  Government  measure,  it  would  be 
desirable  that  this  instalment,  which  may  for  all 
practical  purposes  be  regarded  as  non-conten- 
tious, should  be  carried  in  the  meantime. 

The  Association  appears  to  have  been  in  an 
exceptionally  unanimous  mood,  for  a  little  later, 
on  the  motion  of  a  Bradford  delegate,  it  so 
passed  a  resolution  requesting  the  Executive 


Council  to  use  all  means  in  their  power  to  secure 
the  passing  of  the  Registration  of  Firms  Bill 
and  the  Limited  Partnerships  Bill  during  the 
coming  session.  For  our  own  part,  we  regard 
it  as  a  tactical  error  to  deal  with  two  such 
essentially  different  subjects  in  the  same  reso- 
lution. The  compulsory  registration  of  firms — 
so  that  it  may  be  ascertained  with  certainty 
and  without  difficulty  who  were  liable  as 
partners  of  every  firm,  and  with  what  firms 
every  individual  was  connected — is  an  obvious 
and  generally  admitted  need,  and  a  Bill 
attempting  nothing  more  than  this  could 
hardly  be  opposed  in  good  faith.  The 
Limited  Partnerships  Bill  is,  however,  an 
entirely  different  matter.  Even  the  principle 
is  by  no  means  generally  accepted,  while 
the  Bill  in  its  present  form  contains  many 
grievous  defects  which  will  require  to  be  some- 
what materially  altered  before  it  will  be 
acceptable  even  to  those  who  admit  the 
principle.  There  is  not  the  least  chance  of  this 
measure  passing  into  law  during  the  present 
session  ;  and  indeed  the  commercial  community 
will  require  a  good  deal  of  education  before  it 
can  be  made  to  understand  why  small  bodies  of 
individuals  should  be  given  greater  facilities  for 
trading  with  limited  liability  than  those  pro- 
vided by  the  Companies  Acts. 

On  the  motion  of  a  Belfast  delegate  a 
resolution  was  unanimously  passed  in  favour  of 
the  existing  English  bankruptcy  system  being 
applied  to  Ireland.  It  is  obvious  that  any 
diversity  of  law  between  different  portions  of  the 
United  Kingdom  is  a  cause  of  grave  inconven- 
ience and  serious  loss;  but  the  present  moment, 
when  the  English  bankruptcy  system  is  appa- 
rently about  to  be  again  put  into  the  melting- 
pot,  does  not  seem  to  be  at  all  timely  for  unifi- 
cation.    We  would  strongly  advise  Irish  prac- 
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titioners  to  be  content  to  await  developments, 
and  to  see  whether  the  English  law  and  prac- 
tice is  worth  copying,  before  committing  them- 
selves to  uniformity,  at  no  matter  what  cost. 

On  the  subject  of  Bankruptcy  Law  Reform 
a  resolution  of  considerable  interest  was  passed, 
upon  the  motion  of  a  Leicester  delegate, 
asserting  that  great  harm  was  at  present 
caused  to  public  commercial  morality  by  the 
exposure  of  frauds  in  our  Bankruptcy  Courts, 
which  are  followed  by  no  adequate  punishment. 
It  is  suggested  that  the  law  should  be  altered 
in  the  spirit  of  putting  on  the  person  seeking 
relief  from  his  liabilities  the  onus  of  showing 
that  his  losses  have  been  incurred  through 
misfortune;  making  it  a  penal  offence  to 
have  traded  without  keeping  proper  books, 
to  have  failed  to  give  a  satisfactory  account 
of  the  loss  of  any  substantial  portion  of  his 
estate,  or  to  commence  trading  again — in  the 
name  of  his  wife  or  otherwise — without  first 
obtaining  his  discharge.  Although  unani- 
mously passed,  this  resolution  cannot  seriously 
be  regarded  as  of  other  than  academical 
interest.  If  the  machinery  of  bankruptcy  is  to 
be  refused  to  all  save  those  who  can  prove  that 
their  failure  is  owing  to  misfortune,  what,  it 
may  be  asked,  is  to  become  of  the  estates  of 
the  far  greater  majority  of  reckless  pr  fraudulent 
bankrupts  ?  Are  they  to  be  scrambled  for  by 
the  first-comers  ?  And  what  are  to  be  the 
remedies  of  those  creditors  who  arrive  too  late 
to  take  part  in  the  general  scramble  ?  While 
entirely  agreeing  that  the  procedure  ought  to 
be  radically  different  as  between  what  we  may 
call  bond  fide  bankrupts  and  fraudulent  bank- 
rupts, it  must  surely  be  clear  that  it  is  with 
regard  to  the  latter  alone  that  the  machinery 
of  bankruptcy  is  really  needful.  It  is  surprising 
that  so  eminently  practical  an  assemblage  of 


business  men  should  unanimously  commit 
themselves  to  so  ill-considered  a  motion. 

Another  ill-considered  and  unpractical  reso- 
lution was  that  moved  by  Mr.  J.  E.  Fox,  of 
Cardiff,  that  the  interests  of  the  public  and  of 
the  trading. community  demand  an  immediate 
reform  of  County  Court  law,  practice,  and 
procedure,  whereby  the  jurisdiction  shall  be 
extended,  the  practice  and  procedure  simplified, 
the  recovery  of  just  debts  and  demands  made 
more  easy,  and  the  enforcement  of  judgments 
rendered  more  reasonably  effective  than  at 
present — the  existing  law,  practice,  and  pro- 
cedure being  altogether  unsuited  to  the  require- 
ments of  the  times.  Even  granted  that  this 
wholesale  condemnation  of  the  County  Court 
system  is  justified  by  the  facts,  it  must  surely 
be  clear  that  a  resolution  so  worded,  which  is 
purely  destructive  criticism,  is  not  likely  to  set 
anybody  embarking  upon  a  scheme  of  construc- 
tive reform.  If  business  men  find  County 
Courts  so  absolutely  defective  as  the  resolution 
asserts,  it  must  surely  be  for  reasons  that  are 
capable  of  being  specifically  stated  in  such  a 
manner  as  to  indicate  how,  with  advantage, 
the  existing  practice  might  be  altered.  For 
our  own  part,  we  think  it  much  to  be  regretted 
that  the  amendment  moved  by  Mr.  A.  E. 
Dunn,  M.P. — urging  for  a  reduction  of  fees  and 
the  initiation  of  rules  to  establish  summary 
judgment  procedure — was  not  carried;  un- 
doubtedly the  most  unsatisfactory  feature 
about  the  County  Courts  at  the  present  time 
is  the  fact  that  the  fees  are  excessive,  being  in 
many  cases  considerably  greater  than  those 
charged  even  in  the  High  Court. 

The  last  resolution  which  it  seems  necessary 
for  us  to  comment  upon  in  these  columns  was 
one  passed  on  the  motion  of  a  Cleckheaton 
delegate,  welcoming  the  report  of  Sir  Charle: 
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Dilke's  Committee  on  Income  Tax,  and  urging 
the  Government  to  take  steps  to  provide  an 
allowance  for  the  depreciation  of  buildings  and 
uniform  rates  for  depreciation  of  plant  and 
machinery  for  each  particular  trade.  The 
question  of  income-tax  reform  will  no  doubt 
receive  the  early  attention  of  the  Government, 
although  it  is  certainly  not  to  be  expected  that 
any  Bill  will  be  introduced  this  year.  When, 
however,  we  come  down  to  practical  details, 
we  venture  to  think  that  an  insuperable 
difficulty  will  be  found  in  providing  a  uniform 
scale  for  depreciation  of  plant  and  machinery 
for  each  particular  trade.  To  begin  with,  there 
can  be  no  such  thing  as  a  definite  list  of  trades, 
for  trades  vary  and  overlap.  In  the  second 
place,  the  type  of  plant  and  machinery  used  in 
each  particular  trade — assuming  trades  could 
be  classified — would  be  anything  but  uniform, 
and  thus  a  uniform  rate  of  depreciation  would 
be  manifestly  unfair.  The  necessity  of  dealing 
adequately  with  this  question  of  depreciation 
is  unquestionable,  but  it  will  require  very 
careful  consideration  if  existing  injustices  are 
to  be  removed,  and  not  merely  varied. 


TRneeftls  Tlotes* 


Joint  Btoek  ^^®  Institute  of  Directors  has  issued 
OpmpaniM  and  a  circular  to  its  members  inquiring 
Hnnloipal  Yotei.  whether  they  are  in  favour  of  the 
municipal  franchise  being  extended  to  joint-stock 
companies,  and  whether,  in  the  event  of  the  Institute 
preparing  a  petition  to  Parliament  to  this  end,  they 
would  be  prepared  to  sign  same.  Unfortunately  it  is 
apparently  not  stated  what  form  this  particular 
privilege  should  take,  and  until  some  proposals  are 
put  forward  we  should  think  that  members  of  the 
Institute  could  hardly  be  expected  to  commit  them- 
selves to  a  petition  unless,  indeed,  they  reckon  that 
any  scheme  would  be  preferable  to  remaining  outside 
the  franchise  altogether. 


Scotch  Banki  ^*  ^^  reported  that  Scotch  banks  are 
and  gradually  seeking  powers  to  widen  their 

their  Charters.  ^^^  ^f  investment  so  that  the  securi- 
ties of  foreign  countries  may  be  embraced.  This  action 
is  said  to  be  due  to  the  success  which  has  attended  the 
efforts  of  one  of  their  number  in  this  direction,  as  the 
depression  in  British  gilt-edged  securities  was  faced 
with  equanimity  owing  to  the  large  leaven  of  American 
Railroad  Gold  Bonds  held.  Scotch  banks  seem  to  be 
generally  waking  up,  and  we  would  respectfully  suggest 
to  Mr.  W.  Lawson,  the  well-known  financial  expert, 
that  it  is  quite  time  his  facile  pen  sought  the  Highlands 
or  Sauchiehall  Street. 


«Bank  Peniion  A  correspondent  of  The  Financial  News^ 
^""^••"  in  the  course  of  a  rather  bitter  letter, 
complains  that  the  practice  of  allocating  large  sums 
from  available  profits  to  "  Pension  Fund "  is  very 
objectionable,  for  "a  large  majority"  of  the  share- 
holders "  never  had  near  the  income  of  a  bank  officer, 
**  and  even  that  small  income  subject  to  serious  fluctua- 
'*  tions  unknown  to  the  placid,  well-salaried  official. 
**  As  things  are,  this  official  has  no  need  to  save,  his 
**  retiring  allowance  being  assured  from  the  variable 
**  profits  of  the  poor  and  struggling.*'  He  mentions  a 
case  where,  out  of  ^'96,000  profits,  ;f 3 1,000  were 
placed  to  a  pension  fund,  "  already  large,"  thus  taxing 
"  the  struggling  small"  investor  to  the  extent  of  a 
third.  It  would,  of  course,  be  difficult  to  express  any 
opinion  without  the  full  facts  of  the  particular  instance 
being  available,  but  it  will  be  interesting  to  hear  the 
bank  officers  generally  in  their  defence. 


The  Prevention     ^^®  ^^^^  ^^®®  under  this   much-dis- 
of  Corruption      cussed  measure  came  before  the  Man- 
***•  Chester  Stipendiary  recently,  and  the 

facts,  while  simple,  are  not  unworthy  of  record.  A.,  a 
clerk  in  the  employ  of  B.,  paid  C,  a  carrier  in  the 
service  of  D.  &  Co.,  Lim.,  but  hired  temporarily  by  the 
Lancashire  and  Yorkshire  Railway  Company,  small 
sums  of  a  few  pence  to  deliver  certain  parcels  at 
places  where  he  was  not  calling  on  behalf  of  the  rail- 
way company.  C,  in  evidence,  stated  that  this  was  a 
general  practice  among  carriers,  and  they  did  it  to 
oblige  customers.  The  first  instance,  where  3d.  had 
been  paid  for  the  delivery  of  parcels  at  places  where 
the  carter  was  bound  to  call,  was  dismissed,  but  the 
second  case  (as  briefly  outlined  above)  was  the  sabject 
of  «os.  fine,  ordinary  costs,  and  special  costs  of  ten 
guineas.       It    seems    fairly   clear   that   the   railway 
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company  were  prejadiced,  because  the  carrier  hired 
by  them,  presumably  on  time  rates,  was  not  devoting 
the  whole  of  his  time  to  their  service.  The  case  has 
called  forth  some  rather  extraordinary  comments  in  the 
press,  but  most  reasonable  people  will  agree  with 
the  decision. 


The  33rd  meeting  of  the  Bankruptcy 
BaBteoptoy  Iaw.  ^^^  Amendment  Committee  was  held 

on  April  12th,  at  the  Royal  Courts  of 
Justice,  Mr.  Muir  Mackenzie  (the  chairman)  presiding. 
Evidence  was  given  by  Mr.  Gabriel  Astoul  (counsel  to 
the  French  Embassy)  as  to  the  bankruptcy  law  now  in 
force  in  the  French  Republic,  and  as  to  the  system  in 
force  there,  both  for  the  administration  of  insolvent 
debtors'  estates  and  the  infliction  of  punishment  on 
insolvent  debtors  for  misconduct  in  their  trading. 


BankAnand  A  case  of  considerable  interest  was 
"^•fiy-  decided  by  Mr.  Justice  Clute  in  the 
Canadian  Courts  last  month  in  the  case  of  Ryan  v. 
The  Bank  of  Montreal^  in  which  it  was  decided  that  the 
bank  had  no  power  to  assign  a  debt  due  by  a  customer, 
and  that  an  assignment  so  made  was  void.  We  can 
understand,  of  coarse,  that  in  the  interests  of  business 
generally  it  is  important  that  banks  should  be  com- 
pelled to  treat  as  confidential  whatever  transactions 
they  may  have  with  their  customers ;  but,  on  the  other 
band,  if  they  are  to  be  deprived  of  the  right  of  assign- 
ing debts  dae  to  them  by  customers,  they  are  deprived 
of  a  right  that  every  other  class  of  creditor  possesses, 
and  of  what  is  often  the  most  convenient  means  of 
realising  overdue  accounts.  Mr.  Justice  Clute  appears 
to  consider  that  the  rights  of  the  customer  in  this 
matter  are  more  important  than  the  rights  of  the 
banker.  It  should  not  be  lost  sight  of,  however,  that 
customers'  accounts  are  very  frequently  guaranteed  by 
a  third  party,  and  that  if  it  is  to  be  held  that  no  infor- 
mation as  to  the  state  of  the  account  is  to  be  given  by 
the  manager  of  the  bank  without  the  consent  of  the 
customer,  it  is  difficult  to  see  how  the  guarantee  can 
under  any  circumstances  be  made  effective. 


Capttal  YalQM  ^®  understand  that  the  Borough  Elec- 
and  trical   Engineer  of  Southwark  has  re- 

HaiilclpalProfltf.^gQ^}y  issued  a  return  which  seems  to 
suggest  that  his  idea  of  accounting  is  to  periodically 
re-value  capital  assets  as  a  going  concern  on  a 
competitive  basis  between  buyer  and  seller,  and  so 


long  as  upon  this  basis  there  is  no  deficiency,  he 
seems  to  be  of  opinion  that  the  question  of  deprecia- 
tion does  not  arise.  Engineers  cannot,  of  course,  be 
expected  to  be  experts  on  matters  of  account,  and  it 
therefore  does  not  do,  perhaps,  to  take  these  statements 
too  seriously.  We  should  be  sorry,  however,  if  the  bad 
examples  set  by  the  Manchester  Corporation  were  to  be 
copied  by  minor  local  authorities.  They  will  be  upon 
far  safer  ground  if  they  look  not  at  what  might  be 
received  in  the  event  of  their  selling  that  which  they  do 
not  propose  to  sell,  and  probably  have  no  power  to  seD, 
but  rather  at  what  money  will  have  to  be  found  to  pay 
off  loans  and  to  keep  their  undertaking  fully  equipped, 
and  how  the  total  amount  to  be  found  ought  to  be 
charged  against  the  revenue  of  successive  years. 


Th«  Plymouth   Our  contemporary  The  Municipal  Journal 

Corporation  and  states  that  at  a  recent  meeting  of  the 
th«  Local 
GoY«mm«ni     Plymouth  Corporation  complaint  was 

Board  Audit,    made    that,    after   reading   the    latest 

report  of    the    Government    Auditor,    difficulty   was 

experienced    in    ascertaining  what  was  actually  the 

position  of  affairs  in  the  finances  of  the  Corporation. 

This  we  can  well  believe,  and  we  sympathise  with  the 

ratepayers  of  Plymouth  in  being  compelled  to  put  up ' 

with  a  Government  audit.    When,  however,  one  of  the 

councillors  went  on  to  say  that  under  the  old  regime 

any  fourth-standard  schoolboy  could  tell  how  money 

was  spent  and    how  it  was  received,    he   is   either 

romancing  or  is  possessed  of  a  most  defective  memory. 

Plymouth's  past  record  is  that  it  obtained  sanction  to 

borrow  moneys  for  certain  specific  purposes,  raised  the 

moneys,  and  then  applied  them  for  other  purposes,  and 

it  was  only  on  condition  that  it  submitted  its  accounts 

for  the  future  to  a  Local  Government  Board  audit  that 

the  Department  allowed  it  to  borrow  a  second  time  in 

order  to    carry  out  the  original  scheme  of   capital 

expenditure.     Corporations  whose  sense  of  financial 

responsibility  is  as  slack  as  this  must  not  complain  if 

they  are  somewhat  strictly  supervised  thereafter.    It 

is,    however,    altogether    another    question    whether 

adequate    financial    control    can    be    best    obtained 

through  the  District  Auditor. 


Praotiiing 
jLooonntanti. 


A  contemporary  draws  attention  to  the 
fact  that  a  gentleman  who  for  many 
years  past  has  held  important  municipal  appointments 
has  recently  commenced  private  practice  as  an 
accountant  in  Sheffield.    The  gentleman  referred  to  if 
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a  Fellow  of  the  Society  of  Accountants  and  Auditors, 
and  thus  is  in  a  position  to  at  once  pose  as  an 
experienced  professional  accountant  in  general 
practice.  It  so  happens  that  his  career  as  a  municipal 
accountant  has  been  one  of  some  eminence,  and  there 
is  therefore  no  reason  to  suppose  that  his  accession  to 
the  ranks  of  practising  accountants  will  be  other  than 
a  gain  to  the  profession.  The  case,  however,  revives  a 
question  that  has  frequently  been  discussed — and,  so 
far  as  we  are  aware,  never  very  satisfactorily  dealt 
with — as  to  the  expediency  of  granting  a  general 
diploma,  not  for  general  knowledge  and  experience, 
but  solely  on  the  ground  of  knowledge  as  a  specialist. 
While  the  specialist  remains  a  specialist  the  plan 
doubtless  works  well,  but  if  at  any  time  he  should 
become  a  general  practitioner  and  should  prove  not  to 
be  qualified  as  such,  his  possession  of  the  diploma  may 
prove  misleading  to  the  public,  and  must  of  necessity 
depreciate  the  value  of  that  particular  form  of  diploma, 
and  thus  do  an  injustice  to  those  who  have  secured  it 
by  regular  means. 


We  understand  that  the  United  States 
AcoouBtaDoy 

Charge!  in  Circuit  Court  at  Houston,  Texas,  has 
America.  upheld  a  bill  for  services  rendered  by 
Messrs.  Haskins  &  Sells,  C.P.A.,  at  the  rate  of  50  dols. 
per  day  for  principals'  time,  25  dols.  per  day  for 
accountants'  time,  and  15  dols.  per  day  for  assistant 
accountants'  time.  We  presume  that  these  two  latter 
terms  are  equivalent  to  first-class  clerks  and  second- 
class  clerks  in  this  country.  These  fees,  which  were 
stated  to  be  Messrs.  Haskins  and  Sells'  minimum  rates, 
are,  of  course,  exclusive  of  disbursements.  Making 
every  allowance  for  differences  in  the  purchasing  power 
of  money,  accountants'  services  must  be  better 
appreciated  in  the  States  than  in  this  country,  if 
minimum  rates  such  as  these  can  be  generally  secured. 


Tli^  Now  that    the    precise  figures  are   to 

Lav'i  Delays,  hand,  it  has  become  abundantly  clear 
that  the  accumulation  of  arrears  at  the  High  Court  is 
becoming  so  serious  as  to  be  little  short  of  a  public 
scandal.  At  the  commencement  of  the  present  term 
the  total  number  of  appeals  on  the  list  was  320,  against 
296  in  the  corresponding  term  of  igo6,  and  188  in  1905. 
It  is  not  without  importance  to  note  that  practically  the 
whole  of  this  increase  is  represented  by  appeals  from 
the  King's  Bench  Division.  In  the  King's  Bench  itself 
893  cases  are  awaiting  trial,  as  against  774  in  igo6,  803 


in  1905,  and  651  at  the  commencement  of  the  Easter 
Term  of  1903.  That  these  excessive  arrears  might  be 
readily  reduced  by  increasing  the  number  of  Judges  is 
obvious,  when  one  bears  in  mind  that  the  Chancery 
Division  was  in  an  equally  unsatisfactory  state  prior  to 
the  appointment  of  an  additional  Judge,  and  since  that 
date  has  been  working  quite  smoothly. 


-,u   -«.,  The  defendants  in  the  action  of  The 

The  Title 
*< Incorporated     Society    of    Accountants    and    Auditors 

AccouBtant."      ^,  Goodway  and  The  London  Association 

of  Accountants,  Lim.,  having    abandoned    the  appeal 

entered  by  them  against  the  decision  of  Mr.  Justice 

Warrington,  the  following  injunctions  granted  by  the 

learned  Judge  have  come  into  operation : — 

(1)  Restraining  the  defendant,  George  Albert  Good- 
way,  from  using,  in  connection  with  his  business 
of  accountant  and  debt  collector,  or  either  of 
such  businesses,  the  title  or  designation  '*  Incor- 
porated Accountant,"  and  from  using  in  letters, 
accounts  or  notices,  or  any  circulars  or  other 
advertisements,  the  designation  of  "Incor- 
porated Accountant,"  or  any  designation,  only 
colourably  differing  therefrom,  in  such  way  as  to 
represent  or  lead  to  the  belief  that  the  defendant 
is  a  member  of  the  plaintiff  Society. 

(2)  Also  restraining  the  London  Association  of 
Accountants,  Lim.,  from  holding  out  or  repre- 
senting, by  advertisement  or  otherwise,  that  its 
members  are  entitled  to  use  any  such  designa- 
tion, as  aforesaid,  in  such  way  as  to  represent  or 
lead  to  the  belief  that  its  members  are  members 
of  the  plaintiff  Society. 


Tlie  EqaallMtlon  There  appears  to  be  considerable 
of  Water  Ratei.  opposition  to  the  Metropolitan  Water 
Board's  Bill  for  equalising  water  rates  throughout 
London.  It  is  said  that  a  rate  based  on  rental  or  rate- 
able value  is  by  no  means  equitable,  for  occupiers  of 
highly-rented  buildings  and  offices  in  the  City  would 
pay  three  times  the  present  charge,  or  an  amount  equal 
to  that  paid  by  Mayfair  mansions,  where  the  consump- 
tion of  water  must  necessarily  be  considerably  greater 
than  is  the  case  in  a  City  office.  It  appears  that  the 
Board  is  under  a  statutory  obligation  to  effect  an 
equalisation  of  rates  within  a  certain  time,  but  it  seems 
doubtful  if  the  scheme  of  "  equalisation  *'  put  forward 
is  exactly  on  the  lines  contemplated  by  the  Legislature 
when    the    private    Act    was   passed.     It    has    been 
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suggested  that  all  supplies  outside  the  domestic  class 
should  be  regulated  by  meter,  and  there  is  a  great  deal 
to  be  said  in  support  of  this  view,  for  we  cannot  see 
what  ratio  there  is  between  rental  or  rateable  value 
and  the  consumption  of  water!  Perhaps  the  most 
unfortunate  and  unsatisfactory  part  of  the  business  is 
that  presumably  the  ratepaysr  will  have  to  find  the 
costs  of  all  three  contestants— the  Water  Board,  the 
County  Council,  and  the  Borough  Councils.  A  financial 
daily,  distinguished  by  its  clear-headed  sanity  on  these 
matters,  complains  that  London  is  a  house  divided 
against  itself,  for  it  is  "  so  overdone  with  *  authorities ' 
**  that  one  cannot  be  set  in  motion  without  arousing 
"  the  opposition  of  all  the  others." 


;  Debts  and    R^  Haigh  ;  Haigh  v.  Haigh  raises  rather 
Uaaoei.    an    interesting    point,   which     would 

appear  to  be  open  to  consideration.     Testator's  will 

said: — 

••  I  give,  devise,  and  bequeath  unto  my  trustees  (in 
case  I  shall  not  have  sold  the  same  during  my  lifetime) 

my  mill  buildings  and  premises  known  as  the Paper 

Mill,  situate  at  ,  in  the  county  of ,  together 

with  the  engine,  boiler,  shafting,  machinery,  loose  tools, 
implements,  utensils,  and  effects  used  in  the  business 
of  a  paper  manufacturer  carried  on  by  me  at  the  said 
mill,  and  the  stock  of  raw  material  and  manufactured 
paper  and  all  book  debts  owing  to  me,  and  the  benefit 
of  all  contracts  entered  into  by  me  in  respect  of  the  said 
business  at  the  time  of  my  decease  upon  the  trusts  and 
subject  to  the  directions  hereinafter  contained  concern- 
ing the  same." 

and  the  motion  was  an  adjourned  summons  to  decide 
whether  the  beneficiary  was  entitled,  under  this  clause, 
to  a  sum  of  money  standing  at  the  credit  of  the  testator's 
business  banking  account.  It  should  perhaps  be  said 
that  by  a  further  clause  in  the  will  the  trustees  were 
required  to  offer  the  details  of  the  bequest  to  the  named 
beneficiary  at  a  fixed  price,  and  that  the  latter  had 
exercised  his  option  to  purchase.  Mr.  Justice  Parker, 
in  deciding  that  the  bank  balance  was  not  intended  to 
be  included  in  the  assets  mentioned,  is  reported  to  have 
said  that  as  the  testator  had  provided  that  his  trustees 
should  "  sell  and  dispose  of  the  said  business  "  in  case 
the  option  referred  to  was  not  exercised,  he  did  not 
think  that  a  bank  balance  could  form  part  of  a  property 
capable  of  being  dealt  with  in  such  a  way  as  that.  It 
ISf  of  course,  impossible  to  say  definitely  what  was  the 
intention  of  the  testator,  but  it  would  be  interesting  to 
know^  whether  the  jumble  of  words  in  the  clause  we 
have    quoted   from    the   will    is    merely    *'  business " 


expressed  in  legal  terminology  or  whether  the  testator 
himself  separated  his  business  into  so  many  particles. 
If  might,  of  course,  be  argued  that  a  sum  of  money 
standing  to  the  credit  of  the  testator  in  the  bank  books 
was  a  book  debt  due  from  the  bank,  but  this  would  be 
to  rely  entirely  on  theory.  We  commend  the  case  to 
the  Students'  Societies,  or  the  Secretaries  of  same  on 
the  look-out  for  likely  subjects  for  debating  purposes. 


Cotton  HlUing      It  is  stated  that  the  first  three  months 
Profits.  of  the  present  year  afford  one  of  the 

most  prosperous  periods  ever  experienced  by  the 
cotton  spinning  companies  in  Lancashire.  Many  of 
these  companies  do  not  publish  accounts,  and,  there- 
fore, no  reliable  figures  as  to  aggregate  profits  are 
available ;  while  with  regard  to  those  that  do  publish 
accounts,  the  custom  of  levelling  up  profits  by  way  of 
Secret  Reserves  renders  the  published  figures  of  but 
Uttle  value  for  statistical  purposQ^.  These  points 
should  certainly  not  be  overlooked  by  those  who  seek  to 
draw  deductions  for  economic  purposes  from  published 
figures.  In  most  cases  the  dividend  paid  appears 
to  have  been  at  the  rate  of  10  per  cent,  per  annum, 
but  the  true  profits  have  been  far  greater,  even  if  the 
term  "  profit  "  be  employed  in  its  proper  significance, 
and  not  in  the  manner  customary  in  Lancashire,  where 
depreciation  is  generally  regarded  as  an  allocation  of 
profits,  instead  of  being  a  charge  against  them. 


Correspondence  and  Bnqutrfes* 


All  commualcatloas  to  the  Editor  should  be 
by  letter  only. 


[We  art  at  all  times  ready  to  insert  corrtsfondtnc*  0m 
natters  of  interest  to  the  Profession^  kut  we  do  not  of  couru 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  hy  omr  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wednesday 
ifiemoon;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents ^  not  necessarily  for 
publication^  but  cu  a  guarantee  of  good  faith,] 


Re  Compensation  Act. 

[I  cannot  see  that  the  presence  or  absence  of  a  salary 
has  anything  to  do  with  the  liability  of  the  employer. 
"  Workman  "  under  the  Act  includes  any  person  who 
has  entered  into  or  works  under  a  contract  of  service 
or  apprenticeship  with  an  employer,  whether  by  way  of 
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manual  labour,  clerical  work,  or  otherwise,  and  whether 
the  contract  is  expressed  or  implied,  is  .oral  or  in 
writing.  It  is  true  that  articled  clerks  are  not  eo  nomine 
mentioned  in  the  Act,  as  they  are,  for  instance, 
in  the  Bankruptcy  Act,  but  they  are  essentially  in  the 
status  of  apprentices,  and  are,  in  my  opinion,  clearly 
within  the  benefit  of  the  Legislature.  The  risk,  how- 
ever, in  such  cases  must  be  necessarily  extremely  small 
where  the  employment  is  of  a  clerical  nature,  and  it 
must  be  carefully  borne  in  mind  that  the  employer's 
liability  only  exists  in  respect  of  accidents  arising  out 
of  and  in  the  course  of  the  employment.  It  might,  of 
course,  be  otherwise  in  the  case  of  engineering  pupils, 
&c.,  but  as  the  question  is  directed  specifically  to  that 
of  articled  clerks,  it  is  unnecessary  for  me  to  consider 
it  here  in  its  larger  aspect.  The  only  way  in  which  to 
avoid  liability  in  respect  of  such  clerks  would  seem  to 
be  the  somewhat  heroic  one  of  paying  them  more  than 
;f  250  per  annum,  a^  solution  doubtless  very  acceptable 
to  them  and  their  parents  and  guardians — I  say 
nothing  of  the  employer,  who  is  a  negligible  quantity  in 
modern  social  legislation.— Our  Legal  Contributor.] 


Qood  Friday  as  Sunday  in  Clubs. 

[Clearly  can  open  as  on  other   week  days. — Our 
Legal  Contributor.] 

[To  the  Editor  of  The  Accountant,) 
Sir, — May  I  reply  to  "  Ara  "  that  he  is  quite  correct. 
Good  Friday  is  an  ordinary  weekday,  and  the  rule  as 
to  hours  of  opening  on  Sundays  does  not  affect  that 
day. 

Yours  truly, 
London,  10th  April  1907,  B.  T.  HALL. 


A58is:ament  of  Book  Debts. 

(To  the  Editor  of  The  Accountant,) 
Sir, — Is  it  legal  for  a  trader  to  assign  his  book  debts 

to  a  creditor  without  such  assignment  being  registered  ? 

If  80,  how  long  should  such  a  charge  stand  to  be  good 

against  a  trustee  in  bankruptcy  ? 

Yours  truly, 
April  isth  1907.  CURIOUS. 

[An  assignment  of  book  debts    does    not    require 

registration,    but    notice    should    be    given    to    the 

debtors.— Ed.  AccL] 

Income  Tax  Assessment  below  Profits. 

{To  the  Editor  of  The  Accountant.) 
Sir, — A  limited  company  whose  profits  are  rising 
each  year  is  assessed  on  an  average  of  previous  years. 
Dividends,  are  declared  and   the  tax  deducted  from 


these  before  payment  to  the  shareholders,  together  with 
the  tax  deducted  from  debenture  interest,  exceeds  the 
amount  of  tax  paid  to  the  Inland  Revenue  authorities. 
Is  the  company  liable  to  the  Inland  Revenue  authori- 
ties for  this  excess  as  tax  collected  on  its  behalf? 
The  question,  of  course,  would  not  have  arisen  if  the 
dividends  had  been  declared  "  free  of  tax."  I  shall  be 
obliged  if  you,  or  any  of  your  readers,  can  give  me  an 
answer  to  my  query. 

I  am,  yours  faithfully, 
Sheffield,  April  gth  1907.  F.  C.  YOUNG. 

[No:    the  excess  should   be   carried   forward   as  a 
Reserve. — Ed.  Acct.] 


Depreciation,  witli  special  reference  to  the 
Accounts  of  Local  Authorities. 

{To  the  Editor  of  The  Accountant.) 
Sir,— Those  of  your  readers  who  are  acquainted  with 
Professor  Dicksee*s  book,  "  Depreciation,  Reserves,  and 
Reserve  Funds,"  must  have  been  considerably  surprised 
at  some  of  the  views  expressed  by  him  in  his  recent 
lecture  on  the  above  subject,  as  reported  in  The  Accoun- 
tant of  the  13th  inst. 

I  quote  from  the  chapter  in  the  book  referred  to  with 
the  title  of  "  Local  Authorities  and  Depreciation  " : — 

' '  One  of  the  most  favourite  arguments  against  provi- 
sion for  depreciation  in  connection  with  local  authorities 
is  that,  inasmuch  as  loan  capital  has  to  be  redeemed 
over  a  limited  period  of  time,  an  exceptional  condition 
of  affairs  is  created,  which  vitiates  the  analogy  between 
the  accounts  of  local  authorities  and  those  of  proprietary 
undertakings.  Nothing  can  be  more  illogical.  The 
difference— in  so  far  as  there  is  a  difference — arises  from 
the  special  circumstance  that  local  authorities  trade 
upon  borrowed  capital  alone,  whereas  no  other  known 
form  of  proprietorship  ever  attempts  anything  so 
financially  unsound.  The  unsoundness  of  any  concern 
trading  without  capital  is,  of  course,  well  known  to  those 
who  have  taken  the  trouble  to  study  the  causes  of  busi- 
ness failures ;  and  it  is  on  account  of  the  irresponsible 
position  naturally,  and  inevitably,  assumed  towards  a 
business  undertaking  by  those  who,  while  responsible 
for  its  management,  have  no  financial  stake  in  the 
matter,  that  the  Legislature,  when  allowing  local 
authorities  to  trade,  has  insisted  upon  their  only  doing 
so  when  the  undertaking  is  such  as  to  show  a  reasonable 
margin  of  profit  which  will  be  sufficient  not  merely  to 
cover  current  expenses,  but  also  to  enable  the  local 
authority  to  gradually  acquire  the  undertaking  as  its 
own,  free  of  debt,  out  of  the  profits  so  earned.  Bearing 
in  mird  the  low  rate  of  interest  at  which  local  authori- 
ties can  borrow,  it  is  by  no  means  unreasonable  that  the 
Legislature  should  have  taken  this  line,  and  indeed  it  is 
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only  of  quite  recent  years  that  the  suggestion  has  been 
seriously  put  forward  that  provision  for  the  redemption 
of  borrowed  money  absolved  local  authorities  from 
providing  for  depreciation.  As  has  already  been 
pointed  out  in  Chapter  X.,  however,  there  is  absolutely 
no  connection  whatever  between  paying  off  liabilities 
and  earning  profits,  and  under  no  possible  circumstances 
can  the  payment  of  liabilities,  as  such,  be  a  charge 
against  revenue  per  se.  Clearly,  therefore,  it  cannot  be 
such  a  charge  against  revenue  as  to  absolve  these 
undertakings  from  any  ordinary  customary  charges 
which  are  absolutely  essential  to  enable  true  profits  to 
be  determined. 

These,  however,  are  no  new  arguments,  and  doubt- 
lass  those  who  are  interested  in  the  maintenance  of  the 
status  quo  will  continue  to  assert  that  depreciation  of 
wasting  assets  need  not  be  provided  for  in  connection 
with  the  accounts  of  local  authorities  because,  before 
those  assets  have  been  worn  out,  the  loans  that  were 
raised  to  enable  the  assets  to  be  purchased  will  have 
been  redeemed.  The  connection  between  the  two 
matters  is  by  no  means  clear ;  but  it  may  be  pointed 
out  that,  apart  from  the  risk  that  the  loans  might  not 
have  been  redeemed  (which  in  the  great  majority  of 
cases  would  appear  to  be  extremely  probable),  at  the 
best  the  ultimate  position  of  affairs  must  be  that,  by 
the  time  the  loan  has  been  repaid,  a  more  or  less  worth- 
lass  and  worn-out  '  carcass '  of  an  undertaking  will  be 
all  that  remains  to  show  for  It.*' 
In  contrast  to  this  allow  me  to  quote  from  the 
Professor's  recent  lecture : — 

**  The  trading  departments  of  local  authorities  differ 
from  ordinary  business  undertakings  in  this  somewhat 
material  respect,  that  the  Legislature — Shaving  foreseen 
that  the  various  assets  they  would  acquire  as  a  result  of 
capital  expenditure  would  in  the  majority  of  cases  not 
last  for  ever,  but  only  for  a  limited  number  of  years — 
has  stipulated  that  the  moneys  borrowed  to  enable  a 
local  authority  to  pay  for  such  assets  must  also  only  be 
borrowed  for  a  certain  limited  number  of  years ;  and  that 
during  that  period  provision  must  be  regularly  made  by 
way  of  a  Sinking  Fund  to  enable  a  sufficient  amount  of 
money  to  be  set  aside,  and  accumulated  at  compound 
interest,  to  redeem  the  loan  on  the  date  it  becomes 
repayable.  (And,  in  those  few  cases  where  an  issue  of 
irredeemable  stock  has  been  sanctioned,  a  Sinking  Fund 
is  also  required ;  so  that  even  although  the  original  loan 
ma.y  never  be  actually  paid  off,  it  may  be  balanced  by  a 
corresponding  amount  of  liquid  assets  upon  the  other 
side.)  The  eflect  of  this  stipulation,  that  there  must  be 
no  permanent  debt,  is,  of  course,  that,  assuming  the 
working  life  of  the  assets  in  all  cases  exactly  corresponds 
with  the  period  for  which  the  loan  has  been  granted,  the 
amount  set  aside  out  of  revenue  during  the  time  that 
thoae  assets  have  been  available  for  use  as  revenue- 
producers  will  exactly  equal  the  whole  of  their  cost ;  and 
consequently,  although  there  may  be  minor  errors  with 
regard  to  the  apportionment  as  between  one  year  and 


another,  the  charge  against  revenue  in  respect  of  the 
Sinking  Fund  may,  under  these  peculiar  circumstances,  be 
regarded  as  being  the  statutory  equivalent  for,  and  as 
taking  the  place  of,  the  ordinary  business  man's  charge 
lor  depreciation  of  assets. 

It  is  true,  of  course,  that  the  amount  so  set  aside  will 
not  be  available  for  the  renewal  of  assets,  for  it  will  have 
to  be  employed  in  the  repayment  of  loans,  and  the  same 
money  cannot  be  spent  upon  two  purposes  at  the  same 
time ;  but,  when  the  original  loan  has  all  been  paid  off, 
the  local  authority  can  obtain  power  to  borrow  further 
moneys  for  such  renewals  as  may  then  be  necessary, 
thus  restoring  the  status  quo.  The  undertaking  began 
life  with  no  capital  of  its  own,  but  only  with  borrowed 
capital,  and  it  is  not  as  a  matter  of  law  required  to  improve 
upon  that  position ;  for.  were  it  required  to  do  so,  the 
necessary  effect  would  be  to  compel  the  existing  generation 
of  ratepayers  to  pay  for  benefits  which  would  be 
enjoyed  by  their  successors,  and  this  apparently  is  not, 
and  never  has  been,  the  policy  of  the  Legislature  as 
applied  to  these  undertakings." 

The  Professor  will,  perhaps,  be  able  to  reconcile  the 

statement  that  **  the  Legislature,  when  allowing  local 

*'  authorities  to  trade,  has  insisted  apon  their  only  doing 

**  so  when  the  undertaking  is  such  as  to  show  a  reason* 

"able  margin  of  profit  which  will  be  sufficient,  not 

**  merely  to  cover  current  expenses,  but  also  to  enable 

**  the  local  authority  to  gradually  acquire  the  undertaking 

"  as  its  own,  free  of  debt,  out  of  the  profits  so  earned  "  with 

the  statement  that  *'  its  policy  hasnever  been  to  compel 

**the  existing  generation   of  ratepayers   to   pay   for 

*<  benefits  which  would  be  enjoyed  by  their  successors." 

If  the  successors  of  the  present  ratepayers  come  into 

the  possession  of  the  tramways,  &c.  *'  free  of  debt  **  by 

reason  of  the  action  of  the  Legislature,  it  is  surely  a 

reasonable  assumption  that  the  policy  of  the  Legislature 

is,  and  has  been,  to  compel  the  existing  generation  of 

ratepayers  to  pay  for  the  benefits  to  be  so  enjoyed  by 

their  successors. 

Yours  truly, 

iSth  April  1907.  DEPRECIATION. 


Income  Tax. 

(r#  the  Editor  of  The  AccomUant.) 
Sir,— I  should  be  glad  if  you,  or  any  of  your  readers, 
could  assist  me  as  to  the  proper  course  to  adopt  in  the 
following  instance: — A  man  lends  a  company,  say, 
£'1,000,  and  takes  a  promissory  note  for  that  amount 
plus  10  per  cent,  interest  payable  at  three  months  1 
^^1,035.  On  maturity  is  the  company  entitled  to  deduct 
tax  on  the  £%^  interest  before  paying  the  bill  ? 

A  question  also  arises  as  to  the  liability  of  the 
secretary  of  a  company  to  account  for  income*taz  which 
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has  been  or  should  have  been  deducted  from  interest 
on  payment  thereof.  In  the  event  of  a  company  going 
nto  liquidation  and  the  assets  proving  insufficient  to 
pay  the  preferential  creditors  aos,  in  the  £,  could  the 
authorities  call  upon  the  official  purporting  to  have 
deducted  the  tax  to  pay  out  of  his  personal  estate  any 
deficit  in  respect  of  tax  so  deducted  ?  It  would  seem 
from  the  reading  of  the  Act  that  the  official  deducting 
the  tax  is  personally  liable  therefor,  and  is  entitled  to 
bold  the  amount  thereof  in  his  own  hands  until  called 
upon  by  the  authorities  to  account  for  it.  If  acted 
upon  literally,  however,  this  would  cause  many  com- 
plications, and  directors  would  be  very  unlikely  to 
consent  to  possibly  large  sums  being  paid  in  this  way 
to  a  secretary  pending  his  accounting  therefor  to  the 
revenue.  In  this  connection  some  confusion  appears 
to  be  caused  by  the  refusal  of  the  collectors  to  accept 
payment  over  of  tax  so  deducted  until  demanded.  I 
have  recently  been  informed  of  a  case  where  the 
secretary  of  a  company  was  called  upon  to  pay  a  very 
large  sum  after  the  company  had  been  wound  up  and 
its  assets  distributed,  he  apparently  being  ignorant  of 
his  liability  in  the  matter  and  no  demand  having  been 
previously  made  for  payment.  I  have  not  all  the  facts 
before  me,  but  presumably  he  also  acted  as  liquidator, 
and  as  such  would  be  primarily  responsible. 

Hoping  this  letter  may  result  in  eliciting  some 
valuable  information  on  the  points  raised,  and  apolo- 
gising for  taking  up  so  much  of  your  valuable  space, 

I  am,  yours  faithfully, 

HERBERT  M.  GOWAR. 
London^  April  itth  1907. 


The  Cardiff  Tramway  Finances. 

(To  ike  Editor  of  The  Accountant.) 
Sir, — Municipal   treasurers    and    accountants    will 
read  with  much  interest  your  leading  article  of  the 
9th  ult.,  together  with  your  note  in  last  week's  issue. 

There  is  one  point  which  does  not  seem  quite  clear, 
viz.: — Under  what  powers  are  the  city  rates  to  be 
called  upon  to  assist  in  the  accumulation  of  the  pro- 
posed Depreciation  Fund  if  the  whole  of  the  annual 
contribution  of  £SiS^  ^s  not  met  out  of  surplus  on 
Revenue  Account  ? 

The  Tramway  Acts  confer  powers  on  corporations 
to  make  good  any  deficiency  in  the  tramway  revenue, 
not  answered  out  of  the  Reserve  Fund,  out  of  the  rate 
made  next  after  such  deficiency  is  ascertained  $  but  this 
apparently  only  authorises  the  actual  expenditure  upon 


the  maintenance  of  the  undertaking  during  the  year, 
and  does  not  allow  setting  any  sum  aside  for 
depreciation. 

Therefore  only  those  municipal  tramway  under- 
takings which  are  earning  large  profits  can  make 
adequate  provision  for  depreciation. 

Smaller  undertakings,  like  Chester,  which  are 
burdened  with  a  heavy  unremunerative  debt  incurred 
in  acquiring  the  tramways  from  the  old  company,  and 
the  costs  of  obtaining  the  Act  of  Parliament  (ours  is 
about  jf30,ooo),  are  just  able  to  make  both  ends  meet. 
To  start  a  Depreciation  Fund  would  at  once  bring 
about  a  charge  upon  the  rates ;  and  as  this  would 
appear  to  be  illegal,  the  only  course  open  seems  to  be 
that  the  permanent  way,  &c.,  should  be  continually 
maintained  in  as  perfect  a  condition  as  possible. 
Yours  faithfully, 

Chester,  April  i6tk  1907.        FRED.  J.  BECKETT. 


CbatteteD  accountants'  StuDents'  Society 
of  •Rfnfl8ton-upon-l)uU. 


The   Law  Affecting:  Partnership. 


By  Lawrence  J.  Kirkham,  Solicitor, 


Mr.  J.  J.  Campbell  presided  at  a  meeting  of  the  above 
Society  held  on  19th  December  1906,  when  Mr. 
Lawrence  J.  Kirkham,  of  Sheffield,  read  the  following 
paper :  — 

In  delivering,  at  the  request  of  your  Society,  this  lecture 
upon  the  law  affecting  partnership  I  do  not  wish  to  pose 
as  an  expert  authority  upon  that  branch  of  the  law  in 
particular.  Nor  is  it  possible,  in  the  time  at  my  disposal, 
to  make  any  pretence  of  dealing — ^in  detail,  at  any  rate — 
with  the  whole  subject  of  partnership  law  in  all  its  many 
phases,  and  from  the  countless  points  of  view  from  which 
so  important  a  branch  of  the  English  law  is  capable  of 
being  considered. 

My  aim  rather  is  to  put  before  you,  to  the  best  of  my 
ability,  a  brief  outline  of  the  law  of  partnership,  and  to 
treat  in  some  detail  those  portions  of  partnership  law 
which  have  seemed  to  me  likely  to  be  of  interest  and  value 
to  a  Chartered  Accountant  for  the  purposes  of  his 
profession. 

Although  the  principles  of  partnership  law  have  been 
declared  by  the  Partnership  Act,  1890,  which  is  a  codifying 
statute,  it  is  not  safe  to  confine  oneself  to  a  perusal  of  that 
Act,  if  one  desires  a  correct  understanding  of  the  law,  and 
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it  is  well  to  remember  that,  by  Section  46  of  the  Act,  it  is 
expressly  declared  that — 

"The  rules  of  equity  and  of  common  law  applicable 
to  partnership  shall  continue  in  force,  except  so  far  as 
they  are  inconsistent  with  the  express  provisions  of  this 
Act." 

In  addition  to  this,  it  is  often  necessazy,  in  order  to 
airive  at  a  correct  interpretation  of  a  codifjring  statute, 
and,  indeed,  of  any  statute,  to  go  behind  the  Act  itself,  and 
look  into  the  previous  state  of  the  law,  and  the  special 
causes  or  cases  which  have  rendered  it  expedient  thai  any 
particular  section  should  be  enacted.  And,  again,  it  is 
also  of  great  importance  to  consider  the  statute  in  the 
light  of  subsequent  judicial  interpretations  which  may 
have  been  placed  upon  it. 

Unfortunately  for  some  of  us— and  perhaps  fortunately 
for  a  few — the  English  law  is  not  like  "the  law  of  the 
Medes  and  Persians,  which  altereth  not."  Changes  are 
continually  coming  about ;  new  interpretations  constantly 
being  placed  upon  old  enactments.  To  keep  abreast  of  the 
times  one  must  be  at  all  times  a  student,  never  relying 
upon  the  UtUr  of  a  statute,  but  reading  into  it  the  subse- 
quent decisions  and  dicta  of  the  Courts. 

To  get  a  reliable  view  of  partnership  law,  then,  it  is 
necessary  to  look  at  the  Act  of  1890,  and  at  the  state  of  the 
law  before  the  Act ;  to  consider  what  rules  of  equity  and 
common  law  were  left  unaffected  on  the  passing  of  the 
Act ;  and  also  to  look  for  the  subsequent  changes  in  the 
law.  But,  at  the  same  time,  it  is  almost  impossible  to 
deal  with  the  subject  of  partnership  law  without  following 
somewhat  closely  the  course  of  the  Partnership  Act  of 
1890. 

Section  i  of  the  Act  of  1890,  as  read  with  Section  45  of 
the  same  Act  and  Section  4  of  the  Companies  Act,  1862, 
defines  a  partnership  as  ''the  relation  which  subsists 
"  between  any  number  of  persons  not  ezceeduig  twenty  (or 
''ten  in  the  case  of  a  banking  business)  carrying  on  any 
"^  trade,  occapatton,  or  profession  in  common  with  a  view 
-of  profit." 

Companies  registered  under  the  Companies  Acts,  incor- 
porated under  an  Act  of  Parliament,  or  by  letters  patent, 
or  by  royal  charter,  and  companies  formed  for  working 
mines  under  the  jurisdiction  of  the  Stannaries  Courts  of 
Cornwall,  are  not  partnerships  within  the  meaning  of  the 
Act.  Nor,  of  coarse,  are  charitable  institutions,  and  the 
like  ;  nor,  indeed,  any  associations  which  cannot  be  said  to 
be  carrying  on  a  trade,  occupation,  or  profession,  or  whose 
purpose  is  not  the  making  of  profits. 

Part-ownership,  or  joint  possession,  of  any  kind  of 
property  does  not  necessarily  create  a  partnership,  and, 
ai though  a  sharing  of  the  profits  resulting  from  carrying 
on  a  trade,  occuj^tion,  or  profession,  is  pHmd  facie  evi- 
dence of  the  existence  of  a  partnership,  it  is  not  conclusive 


evidence,  and  is  liable  to  be  rebutted.    (Partnership  Act, 
1890,  Section  2.) 

The  Partnership  Act  states,  by  way  of  example,  several 
ways  in  which  persons  may  receive  a  share  of  profits 
without  thereby  becoming  partners :  — 

The  receipt  of  a  debt  or  liquidated  amount  by  instal- 
ments or  otherwise  out  of  profits ; 
Receipt,  by  a  servant  or  agent  of  a  business,  of  a  share 

in  the  profits  as  remuneration. 
Receipt,  by  the  widow  of  a  deceased  partner,  of  a  share 

of  profits  by  way  of  annuity ; 
Repayment  of  money  lent  for  business  purposes  by  a 
share  of  profits,  or  with  interest  varying  vrith  profits ; 
Receipt  of  a  share  of  profits  in  consideration  of  the 
sale  of  a  goodwill. 

None  of  these,  of  itself ^  necessarily  creates  a  partner- 
ship.   (Partnership  Act,  1890,  Section  2  [3].) 

Generally  speaking,  if  two  or  more  persons  agree  to 
share  not  only  the  profits,  but  also  the  losses,  of  a  business, 
they  are  liable  as  partners — at  any  rate,  as  between  them- 
selves.   (Walker  v,  Hirsch,  27  Ch.D.  460.) 

Persons  selling  a  goodwill,  and  persons  lending  money 
under  contracts  for  payment  and  repayment  respectively 
by  a  share  of  profits,  run  the  risk  of  being  postponed  in 
favour  of  other  creditors  of  the  buyer  or  borrower,  in  case 
the  buyer  or  borrower  be  adjudged  bankrupt,  make  an 
arrangement  with  his  creditors  for  payment  of  less  than 
20s.  in  the  pound,  or  die  insolvent  (Section  3),  and  they 
would  not  be  entitled  even  to  come  in  to  prove  their  debt 
until  all  creditors  for  valuable  consideration  had  been 
satisfied.  (Ex  parte  Taylor;  in  re  Grayson,  12  Ch.D.  366.) 
They  are  thus  in  a  similar  position  to  that  of  a  married 
woman  who  lends  money  to  her  husband  for  the  purposes 
of  his  business,  in  the  event  of  the  husband's  bankruptcy. 
(Married  Woman's  Property  Act,  Section  2.)  The  lender, 
however,  would  be  safe  to  the  extent  of  any  security  he 
might  hold.     (Re  Vince,  1892,  2  Q.B.  478.) 

We  have  seen,  then,  that  there  may  be  profit-sharing 
without  the  existence  of  a  partnership,  but  that  persons 
sharing  profits  and  losses  are  generally  partners,  as 
between  themselves  at  least.  It  remains  to  be  said  that  the 
real  test  as  to  the  existence  of  a  partnership  was,  before 
the  Act  of  1890,  and  still  is.  What  was  the  intention  of  the 
parties  f  (Cox  v.  Hickman,  8  H.L.  268 ;  Walker  v,  Hirsch, 
supra,)  It  may  safely  be  said  that,  as  a  general  rule,  the 
question  whether  a  partnership  does  or  does  not  exist 
depends  upon  the  answer  to  this  test. 

Although  two  or  more  persons  have  agreed  between  them- 
selves to  become  partners,  yet,  if  no  definite  term  has  been 
agreed  upon,  the  Court  will  not  enforce  the  agreement. 
(Hercy  v.  Birch,  9  Ves.  357.)  If,  however,  a  term  has  been 
fixed,  the  agreement  will  be  enforced. 
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Company  and  Partnership  Contrasted, 

It  may  be  well  for  us  to  remind  ourselves  before  proceed- 
ing further  of  some  of  the  points  in  which  a  partnership 
differs  from  a  company  registered  under  the  Companies 
Acts.  This  we  must  do  very  briefly,  and  without  going 
into  details;  and  the  first  difference  is,  of  course, 
suggested  by  the  name  "  limited  company,"  which  reminds 
us  that  the  liability  of  shareholders  in  a  limited  company 
is  a  liability  limited  by  their  respective  shares,  or  by 
guarantee,  as  the  case  may  be,  whereas  the  liability  oi 
members  of  a  partnership  for  the  debts  of  their  firm  is 
unlimited. 

The  creditors  of  a  partnership  firm  are  creditors  oi  the 
individuals  who  constitute  the  firm,  and  can,  on  obtaining 
a  judgment  against  the  firm,  issue  execution  against  the 
property  of  the  partners ;  but  in  the  case  of  a  company , 
the  only  remedy  of  the  creditors  is  against  the  company  as 
a  body  corporate.    (Oakes  v,  Turguand,  L.R.  a  H.L.) 

A  company,  moreover,  is  in  law  a  separate  and  distinct 
person,  quite  apart  from  the  individuals  who  subscribe  the 
memorandum  of  association,  and  thus  there  can  be  con- 
tracts entered  into  between  an  individual  shareholder  and 
the  company ;  while  a  partner,  of  course,  cannot  make  a 
contract  with  his  firm  as  a  distinct  person,  for  the  firm  is 
made  up  of  individual  members,  and  is  not  itself,  in  law, 
a  person.  {Re  Sheffield,  6*^.,  Society,  22  Q.B.D.  476; 
Salomon  v,  Salomon  &*  Co,) 

And  so,  even  in  the  case  of  a  so-called  "one-man  com- 
pany," where  a  man  is  the  sole  shareholder  (save  that  six 
persons  hold  one  share  each  for  the  purposes  of  the  memo- 
randum of  association),  contracts  made  by  him  with  the 
company,  though  the  company  and  himself  are  really  one 
and  the  same  person,  are  perfectly  valid,  and  his  goods 
cannot  be  taken  under  an  execution  for  the  company's 
debt,  as  is  strikingly  illustrated  by  the  leading  case  of 
Salomon  v,  Salomon  &»  Co.,  ante. 

A  partner,  as  we  shall  see,  is  an  agent  of  the  firm,  and, 
as  such,  can  enter  into  contracts  binding  the  firm; 
whereas,  of  course,  a  shareholder  is  not  an  agent  of  the 
company  whose  shares  he  holds. 

Again,  in  the  case  of  a  partnership,  any  terms  can  be 
introduced,  by  agreement,  between  the  partners  them- 
selves, while  certain  things  are  illegal  in  the  case  of  a 
registered  company ;  and  while  alterations  can  be  made  as 
often  as  the  partners  see  fit  in  the  regulations  of  their  firm, 
a  company  cannot,  without  the  leave  of  the  Court,  alter  its 
memorandum  of  association  and  increase  its  powers,  not- 
withstanding that  every  member  has  agreed  to  the  change. 
(Companies  (Memorandum  of  Association)  Act,  1890.) 

The  constitution  of  a  company  can  be,  and  continually 
is  being,  changed,  for  shares  may  be  freely  transferred 

^m  one  person  to  another ;  but  a  member  of  a  partner- 


ship firm  cannot  transfer  his  share  without  the  consent  of 
all  his  co-partners  (that  is  to  say,  such  an  assignment 
would  only  affect  the  profits  arising  from  the  shaiz 
assigned),  and  a  change  in  the  constitution  of  a  partnei- 
ship  will  ordinarily  bring  the  partnership  relation  to  an 
end  and  cauae  a  dissolution.  (In  re  Garwood*s  Trusts,  1903, 
I  Ch.  236.) 

One  could,  of  course,  continue  multiplying  these 
examples  of  points  in  which  a  limited  company  contrasts 
with  a  partnership  firm,  but  enough  has  been  said,  I  think, 
to  outline  the  main  points  of  difference. 

I  want  now  briefly  to  refer  to  the  peculiar  position  of 
certain  persons  who  may  be  connected  with  a  partnership 
firm,  and  to  draw  attention  to  their  respective  rights, 
duties,  and  liabilities. 

Persons  may  be  involved,  in  various  degrees,  in  the 
affairs  of  a  firm,  and  it  will  be  useful  to  compare  their 
degrees  of  liability,  according  as  they  are  actual  partners, 
quasi  (or  nominal)  partners,  dormant  partners,  new 
partners,  or  retiring  partners. 

Of  actual  partners  we  shall  treat  at  a  later  stage. 

Persons  become  "  nominal  partners  "—or,  as  th^  are,  I 
think,  more  appropriately  styled,  **  quasi-partners  " — when 
they  so  act  as  to  lead  other  persons  to  believe  them  to  be 
partners,  or  where,  with  their  knowledge  and  acquiescence, 
they  are  represented  by  others  as  being  in  the  position  of 
partners.  The  liability  incurred  by  persons  who  so  "  hold 
themaelves  out "  to  be  partners  in  the  firm,  arises  through 
the  pzinciple  of  "estoppel  " — that  is  to  say,  that  if,  on  the 
faith  of  the  conduct  of  such  persons,  outaiders  are  led  to 
give  credit  to  the  firm,  such  persons  are  "estopped  "  from 
denying  their  liability  as  partners  to  those  who  have  so 
given  credit.    (Partnership  Act,  1890,  Section  14.) 

A  dormant  partner  is  a  person  who  takes  no  active  part  in 
the  business  carried  on  by  the  firm,  and  often  is  not 
known  by  outsiders  to  be  a  partner,  though  he  shares  in 
the  profits  of  the  business  as  though  actually  a  partner. 
All  that  need  be  said  about  such  a  person  is  that  there  is 
no  difference  between  his  liabilities  and  those  of  actual 
partners,  and,  when  discovered,  he  may  be  treated  as  an 
actual  partner  for  all  intents  and  purposes,  though  in 
other  points  than  as  to  liabiUtles  there  may  be  differences 
between  dormant  and  active  partners.  For  example,  notice 
to  a  dormant  partner  of  any  matter  relating  to  the  bu^nass 
would  not  be  notice  to  the  firm,  as  it  would  be  if  given  to 
an  active  partner.    (Section  16.) 

We  next  come  to  speak  of  new  partners.  A  person  cannot 
be  initroduoed  into  an  existing  firm  as  a  new  partner 
without  the  consent  of  all  the  existing  partners  (unless  the 
partnership  articles  otherwise  provide).  When  a  new 
partner  has  been  introduced  he  is  not  lif  ble  to  creditors  of 
the  partnership  in  respect  of  things  done  before  he  becanae 
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a  partner,  though  he  will  be  subject  to  new  liabilities,  not- 
withstanding that  they  arise  from  old  contracts  entered  into 
before  he  became  a  partner. 

As  regards  retiring  partners,  it  must  first  be  said  (as  will 
be  noticed  later)  that  the  retirement  of  a  partner  where 
there  was  no  fixed  period  of  duration  for  the  part- 
nership will,  in  the  absence  of  a^eement  to  the 
contrary,  bring  about  a  dissolution  of  the  partner- 
ship. (Section  32  M,  Section  26  [i].)  Where,  however, 
the  retirement  is  not  bringing  about  a  dissolution,  the 
retiring  partner  ordinarily  remains  liable  for  things  done 
b}'  the  firm  and  debts  contracted  while  he  was  a  partner^ 
^^^  he  will  not  be  liable  for  debts  and  liabilities  arising 
after  his  retirement,  unless,  of  course,  by  his  conduct  he 
renders  himself  liable  as  a  quasi  or  nominal  partner  in  the 
manner  before  mentioned.  (Section  17.)  And  he  will  not  be 
liable  in  respect  of  the  price  of  goods  ordered  while  he  was 
a  partner,  but  not  delivered  until  after  his  retirement. 
{Bagel  V,  Miller,  1903,  2  K.B.  212.) 

And  a  retiring  partner  may  also,  by  means  of  what  is 
known  as  a  "  novation  " — ^tbat  is  to  say,  by  entering  into 
an  arrangement,  express  or  implied,  with  the  new  firm  and 
the  creditors — ^free  himself  from  responsibility,  even  for 
debts  and  liabilities  incurred  while  he  remained  a  partner. 
(Section  17  [3].) 

A  continuing  guaranty  given  to  a  firm  or  to  a  third  person 
in  respect  of  transactions  of  the  firm  is  revoked  by  a  change 
in  the  firm's  constitution,  unless  there  is  an  agreement  to 
the  contrary.    (Section  18.) 

A  retiring  partner  is  perfectly  at  liberty  to  trade  in 
rivalry  to  the  firm  (in  the  absence  of  a  contrary  agreement 
or  stipulation),  and  this  even  when  he  has  sold  the  good- 
will to  the  firm.  And,  under  the  latter  circumstances, 
nothing  need  prevent  his  dealing  with  former  customers  of 
the  old  firm,  provided  he  do  not  actually  solicit  their 
custom,  which,  of  course,  he  is  not  at  liberty  to  do. 
{Leggott  V.  Barrett,  Trego  v.  Hunt,) 

If  the  firm  continue  to  trade  with  capital  belonging  to  a 
retiring  partner  after  be  has  left  the  firm,  such  retiring 
partner  may  adopt  one  of  two  courses :  He  may  either 
claim  interest  at  the  rate  of  5  per  cent,  per  annum  on  the 
amonnt  of  his  capital  so  employed,  or  else  he  may  ask  the 
Court  to  say  to  what  share  of  profits  he  is  entitled  in 
respect  of  his  capital.  (Section  42.)  And  (subject  to  any 
contrary  agreement)  any  amount  due  to  an  outgoing 
partner  in  respect  of  his  share  is  a  debt  accruing  at  the  date 
of  his  retirement.    (Section  43.) 

Both  the  last-mentioned  provisions  are  applicable,  not 
only  in  the  case  of  the  retirement  of  a  partner,  but  also 
as  between  the  firm  and  the  representatives  of  a  deceased 
partner. 

In  case  of  the  retirement  of  a  partner  it  is  always 
expedient  for  him  to  insert  an  advertisement  of  his  retire- 


ment in  the  London  Gazette,  and  he  may  compel  the 
remaining  partners,  or  any  of  them,  to  sign  a  notice  or  do 
any  other  act  which  may  be  necessary  in  this  behalf. 

We  have  now  glanced  briefly  at  the  facts  which  go  to 
constitute  a  partnership  firm,  and  at  some  special  varieties 
of  the  partnership  relation.  We  are  next  to  consider  the 
position  of  the  members  of  a  firm,  both  jointly  and  as 
individuals,  as  regards  the  outside  world. 

In  carrying  on  the  business  of  the  firm  every  partner  is 
an  agent  of  the  firm  and  of  the  other  partners,  and  con- 
sequently the  law  affecting  the  partners  in  this  relation  is, 
in  most  points,  similar  to  the  law  of  "principal  and  agent." 
(Section  5.) 

And  even  though  a  partner  has  actually  no  authority  to 
do  a  particular  act  on  behalf  of  the  firm,  he  will  by  doing 
such  an  act  bind  the  firm  and  the  other  partners,  if  the  act 
was  done  in  the  course  of  business  and  for  the  carrying 
out  of  business  of  the  kind  carried  on  by  the  firm,  unless 
the  person  with  whom  he  is  dealing  either  knows  that  he 
has  no  authority,  or  does  not  know  or  believe  him  to  be  a. 
partner. 

There  are  certain  things  which  one  partner  alone  cannot 
do  so  as  to  bind  the  firm.  A  partner  cannot  bind  the  firm 
by  submitting  a  matter  to  arbitration.  (Stead  v.  Salt,  3 
Bing.  1 01.)  Neither  can  he  give  a  guarantee  binding  upon 
the  firm.  (Hasleham  v.  Young,  L.R.  5  Q.B.  833 ;  Brettel  v, 
Willi amsy  19  L.J.  Ex.  121.)  Nor  can  he  bind  his  firm  by 
borrowing  money,  unless  the  firm  is  a  trading  concern,  and 
the  money  borrowed  for  the  purposes  of  the  business. 

Just  as  an  agent  may  not  execute  a  deed  on  behalf  of  his 
principal  unless  authorised  by  deed,  so  a  partner  may  not 
execute  a  deed  on  behalf  of  his  firm  unless,  he  is  expressly, 
and  by  deed,  authorised  to  do  so,  (Proviso  to  Section  6, 
Partnership  Act,  1890.)  (If  so  authorised  he  may  sign  the 
firm-name,  or  sign  his  own  name,  stating  that  the  execu- 
tion is  on  behalf  of  the  firm.) 

There  is  one  exception  to  this  rule — namely,  the  case  of 
a  release,  which,  if  executed  by  a  partner  on  behalf  of  the 
firm,  will  bind  the  firm  and  the  other  partners,  notwithr 
standing  that  it  be  by  deed. 

Thus  where  a  partner  represents  his  firm  at  a  meeting 
of  creditors  he  may  bind  his  firm  by  executing  a  deed  of 
assignment  for  the  purpose  of  releasing  his  firm's  debt. 

And  notwithstanding  what  has  been  said  as  to  the  execu- 
tion of  a  deed,  if  the  deed  is  executed  by  one  partner  in 
the  presence  of  the  other  partners,  and  with  their  express 
consent  (though  not  by  deed),  and  relates  to  matters  in 
which  die  members  of  the  firm  have  a  common  interest, 
the  execution  will  be  valid  and  binding  on  the  firm.  (Bell 
V,  Dunsterville,  4  T.B.  313.) 

If  a  partner  pledges  the  firm's  credit  for  a  purpose 
apparently  not  connected  with  the  firm's  ordinary  course 
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of  business,  the  firm  is  not  bound,  unless  he  is  in  fact 

specially  anthorised  by  the  other  partners.     (Section  7.) 

(But  the  partner  himself  may  incur  an  individual  liability.) 

Liability  ^  ex  contractu,''^ 

The  liability  of  partners  for  the  debts  of  their  firm  is  a 
joint  liability  only,  and  not  joint  and  several  (Sec€ion  9), 
though  on  the  death  of  a  partner  his  estate,  after  the  pay- 
ment of  his  separate  debts,  is  also  severally  liable  for  such 
debts,  so  far  as  they  remain  unsatisfied.  (Kendal  v. 
Hamilton.)  Therefore  if  a  creditor  obtains  a  judgment 
against  some  of  the  partners  in  a  firm  be  cannot  afterwards 
bring  an  action  against  the  remaining  partners,  unless  he 
has  another  cause  of  action*  (Wegg-Prosser  v.  Evans,) 
Liability  "ex  delictu,^^  Sections  10,  11,  12. 

The  liability,  on  the  other  hand,  where  any  loss,  injury, 
or  penalty  is  incurred  by  reason  of  the  wrongful  act  or 
omission  of  a  partner  acting  in  the  ordinary  course  of  busi- 
ness, or  with  the  authority  of  his  co-partners ;  or  where  a 
partner  misapplies  money  or  property  of  a  thdrd  person 
which  it  was  apparently  within  the  scope  of  his  authority 
to  receive ;  or  where  a  partner  or  partners  misapply  money 
or  property  of  third  persons  received  by  the  firm  in  the 
course  of  its  business,  is  in  each  case  a  joint  and  several 
liability. 

An  admission  or  representation  by  any  partner  concern- 
ing the  partnership  affairs,  and  in  the  ordinary  course  of 
business,  is  evidence  against  the  firm.  (Section  15.)  Also 
notice  to  a  partner  habitually  acting  in  the  business  of  any 
matter  relating  to  the  partnership  affairs  is  notice  to  the 
firm,  unless  it  happens  that  the  partner  who  so  received 
notice  is  engaged  in  committing,  or  consenting  to  the  com- 
mission of,  a  fraud  on  the  firm.  (Section  16.)  (This  is  an 
extension  of  the  law  of  principal  and  agent,  which,  we  have 
seen,  applies  generally  between  a  firm  and  the  individual 
partners,  for  notice  to  an  agent  is  notice  to  his  principal 
only  if  it  is  given  in  the  same  transaction.) 

In  considering  the  rights,  duties,  and  liabilities  of 
partners  as  regards  the  interned  management  of  the  partner* 
ship  business,  it  must  be  remembered  that  the  provieions 
of  the  Act  of  1890  in  this  respect  may  be  varied  or  excluded 
by  agreement  between  the  parties. 

Eveiy  partnership,  as  we  have  seen,  is  constituted  by  em 
agreement*  It  may  be  an  express  agreement ;  it  may  be  an 
agreement  implied  from  conduct ;  it  may  be  written  ;  or  it 
may  be  verbal ;  and  it  may  even  be  contained  in  a  docu- 
ment prepared  for  a  totAlly  different  purpose.  (Lisle  v. 
Reeve^  1902,  A.C.  461.) 

But  it  is  impossible  to  exaggerate  the  great  importance  of 
having  all  the  terms  of  the  partnership ;  the  period  for 
which  it  is  to  remain  in  existence ;  the  respective  shares  of 
the  partners  in  profits  and  losses ;  the  rights,  duties,  and 
liabilities  of  the  partners ;  rules  as  to  the  referring  of  dis- 
putes to  arbitration  (if  thought  expedient) ;  pxx}visions  as 


to  the  audit  of  the  Partnership  Accounts,  and  other 
matters  concerning  the  internal  arrangements  and  manage- 
ment of.  the  partnership  business,  properly  set  forth  and 
embodied  in  a  document  correctly  drawn  up,  and  signed  by 
all  the  partners.  Such  a  document  is  generally  known  as 
the  •*  Articles  of  Partnership." 

Many  a  disaster  would  be  averted  if  every  partnership 
from  its  commencement  were  regulated  by  carefully 
considered  partnership  articles. 

All  men,  though  they  may  be  brothers,  have  not  th« 
imperturbable  disposition  of  the  "Brothers  Cheexyble." 
Few  are  the  firn>9  whose  individual  members  have  in  each 
other  the  implicit  trust  and  confidence  which  existed 
between  Daniel  Doyce  and  Arthur  Clennam,  of  the  firm  of 
"  Doyce  ft  Q6nn«m,"  renowned  in  fiction.  Differences,  we 
are  told,  will  arise,  even  in  the  best  regulated  of  laznilits ; 
and  differences  will,  and  do,  arise  in  partnefshipa,  even 
between  friends  and  relations.  "  Prevention  ia  better  than 
cure,"  and  the  surest  preventive  of  partnership  squabbles 
and  disagreements  is  to  commence  evecy  partnership  busi- 
ness on  sound  lines,  carefully  mapped  out  and  agreed  to 
between  the  partners,  and  embodied  in  the  articles  of 
partnership. 

Of  course,  the  provisions  of  the  Act  of  1890*  where  subject 
to  variation  by  agreement  between  the  parties,  may  be 
varied  by  an  agreement  either  express  or  implied*  And 
even  where  the  regulations  of  the  partnership  business 
have  been  embodied  in  a  partnership  deed,  they  may  be 
varied  by  consent  of  all  the  partners,  and  such  consent  may 
be  either  express  or  implied. 

In  the  absence  of  any  agreement  (express  or  implied)  the 
capital  and  profits  of  the  business  belong  to  the  partners  in 
equal  shares,  and  each  is  liable  in  «n  equal  degree  for 
losses.    (Section  24  [i].) 

A  partner  malcUig  payments,  or  incurring  liabUity,  in 
the  ordinal  course  of  business,  or  in  doing  any  act  which 
was  necessaiy  for  the  preservation  of  the  business  or  part- 
nership property,  is  entitled  to  be  indemnified. 

If  a  partner,  for  business  purposes,  makes  a  payment  or 
advance  exceeding  the  amount  of  his  agreed  C£^ital,  he  is 
entitled  to  interest  on  such  excess  at  the  rate  of  5  per  cent, 
per  annum,  but  not  until  the  profits  have  been  ascertained. 

All  the  partners  are  entitled  to  take  part  in  the  manage- 
ment of  the  business,  but  none  is  entitled  to  remuneraticm 
for  so  doing,  beyond  the  receipt  by  him  of  his  proper  share 
in  the  profits  realised.  And  every  partner  is  to  have  access 
to  the  books  of  the  partiiership  (which  must  be  kept  at  the 
firm's  principal  place  of  business)  whenever  be  thinks  fit, 
and  is  to  be  at  liberty  to  make  extracts  from  such  books. 
(Section  24  [3].)  And  he  may,  if  he  thinks  fit,  employ  an 
accountant  to  inspect  the  books  on  his  behalf,  and  to  make 
such  copies  therefrom.  (Bevan  v.  Webb,  1901,  2  Ch.  59.) 
But  if  he  has  sold  the  goodwill  to  the  remaining  partners. 
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.and  is  leaving  the  firna  to  trade  in  opposition  or  competi- 
tion, he  is  not  entitled  to  extract  particulars  of  the  firm's 
customers  for  the  purpose  of  soliciting  orders  (Trego  v, 
Hunty  supra),  though  (as  we  have  seen)  if  such  customers 
-come  to  him  of  their  own  free  will,  he  is  entitled  to  trade 
with  them.    (Leggott  v.  Barrett,  supra,) 

All  the  partners  must  consent  before  any  new  partner  can 
"be  introduced,  and  also  before  any  change  is  made  in  the 
nature  of  the  partnership  business  (Section  24  [7] ) ;  but 
•differences  as  to  ordinary  matters  occurring  in  the  course 
-of  business  may  be  settled  by  a  majority  of  the  existing 
partners.    (Section  24  [8].) 

A  majority  cannot  expel  a  partner,  unless  power  to  do  so 
Tias  been  conferred  by  agreement,  which  agreement  must 
^e  express,  and  not  implied.    (Section  25.) 

We  have  seen  that  a  partner  who  has  sold  the  goodwill, 
And  is  retiring  from  the  business,  is  not  prevented  from 
-carrying  on  another  business  of  the  same  kind  and  com- 
peting with  the  partnership  business,  provided  that  he  does 
not  canvass  the  customers  of  the  partnership.  A  partner, 
however,  so  long  as  he  remains  a  partner,  is  not  at  liberty, 
without  the  consent  of  his  co-partners,  to  carry  on,  on  his 
own  account,  *any  business  of  the  sajne  miture  as  and  com- 
peting with"  tiiat  of  the  firm.  If  he  does  so,  he  must 
Account  to  the  firm  for  all  profits  made  thereby,  and  pay 
over  auch  profits  to  the  firm.  (Section  30.)  It  will  be 
noticed  that  there  is  nothing  to  prevent  a  partner  from 
being  engaged  in  a  business  of  another  description,  or  even 
one  of  a  similar  description,  if  he  is  in  a  position  to  show 
that  it  is  not  in  any  way  a  competing  business.  And,  of 
course,  the  partners  may  in  the  articles  of  partner^iip  make 
whatever  stipulations  and  regulations  they  please  as  to 
matters  of  this  kind. 

A  partner  must  render  true  accounts  and  give  full 
information  of  all  things  affecting  the  partnership  to  any 
other  partner,  or  his  legal  representatives  (Section  28) ; 
and  if  any  partner  receives  any  benefit  or  profit  without 
the  consent  of  his  co-partners  from  any  transaction  con- 
cerning the  partnersh^,  or  from  any  use  by  him  of  the 
partnership  property,  name,  or  business  connection,  even 
when  a  winding-up  is  in  process,  he  is  likewise  bound  to 
account  tberefor  to  the  firm.    (Section  29  [i]  and  [2]*) 

There  is  nothing  to  prevent  a  partner  from  assigning  his 
«hare  in  the  partnership  without  the  consent  of  the  other 
partners,  but  the  assignee  is  not  entifcled  to  interfere  in  the 
mana^fement  of  the  business,  nor  to  any  of  the  general 
Tights  of  the  assigning  partner  (not  even  the  right  to  an 
Accoimt,  except  in  the  case  of  a  dissolution,  when  he  may 
call  lor  an  account  for  the  purpose  of  ascertaining  his 
shaxe  of  the  profits).  He  is  simply  entitled  to  receive  the 
assigning  partner's  share  in  the  profits. 

The  partner  who  so  assigns  his  share  remains  subject,  for 
the  most  part,  to  all  the  liabilities  of  the  partnership  as 


though  still  a  partner,  so  long  as  the  partnership  con- 
tinues ;  so  that  it  is  of  great  importance  that  the  assignee 
of  his  share  should  give  him  an  indemnity  against  any  such 
liabilities,  and  upon  such  an  indemnity  the  assigning 
partner  is  entitled  to  insist.  (Dodson  v.  Vouney,  1901,  2  Ch. 
670.) 

Property. 

As  regards  the  property  of  the  partnership,  all  property 
and  rights  and  interests  brought  into  the  partnership  stock, 
or  in  any  way  acquired  on  account  of  the  firm,  or  in  the 
course  of  the  business,  must  be  applied  exclusively  for  the 
purposes  of  the  partnership  and  in  accordance  with  the 
partnership  agreement.    (Section  20.) 

Where  persons  who  are  joint  owners  of  land  are  partners 
as  to  the  profits  made  by  the  use  of  the  land,  they  are  not 
necessarily  partners  as  to  the  land  itself,  and  whether  they 
are  partners  as  to  the  land  itself  or  not  depends  upon  their 
method  of  dealing  with  the  land  (Seotion  20  [3]);  and  if 
they  have  lor  some  time — ^for  instance,  in  their  periodical 
accounts— treated  the  land  as  partnership  assets,  this  will 
be  evidence  that  they  are  in  the  position  of  partners  as 
regards  the  land.  (Waterer  v,  Waterer,  Crawshay  v. 
Maule.) 

If  they  subsequently  buy  other  land,  and  treat  the  profits 
in  a  similar  manner,  the  newly  acquired  land  will  be  held 
by  them  for  the  same  respective  interests  as  they  had  in 
the  land  already  held.    (Section  20  [3].) 

And  where  property  is  bought  with  partnership  money  it 
is  deemed  to  be  bought  on  account  of  the  firm,  unless  the 
contrary  is  shown.    (Section  21.) 

It  is  often  a  question  of  great  importance  whether  land 
held  by  persons  trading  in  partnership  is  property  of  the 
partnership;  for  if  it  is  partnership  property,  then,  as 
between  the  partners  or  their  representatives,  and  also  as 
between  the  heirs,  executors,  or  administrators  of  deceased 
partners,  the  land,  though  freehold,  will  be  treated  as 
personalty^  provided  that  no  contrary  intention  appears. 
(Section  22.) 

The  partnership  property  cannot  be  taken  in  execution 
under  a  judgment  against  one  partner,  but  only  under  a 
judgment  against  the  firm ;  and  the  course  to  be  adopted 
by  a  judgment  creditor  in  order  to  get  the  benefit  of  the 
share  of  a  partner  against  whom  judgment  has  been 
obtained  is  to  apply  for  a  charging  order  upon  the  partner's 
interest,  and  the  Judge  may  appoint  a  receiver  of  the  share 
of  such  partner.  The  other  partners  may  redeem  the 
interest  of  a  partner  whose  share  is  so  charged. 
Dissolution, 

We  have  seen  how  partnerships  are  constituted,  and 
what  rules  affect  the  internal  management  of  a  partnership 
business  while  it  exists.  We  are  now  to  consider  when  and 
how  a  partnership  is  terminated,  and  what  is  the  effect  of 
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such  termination  upon  the  property  of  the  partnership,  and 
the  rights,  duties,  and  liabilities  of  the  partners. 

First,  then,  let  us  glance  briefly  at  the  various  ways  in 
which  a  partnership  may  be  dissolved. 

A  dissolution  may  be  brought  about — 
{a)  By  mutual  consent, 

(b)  By  operation  of  law,  or 

(c)  By  order  of  Court. 

As  regards  the  first  of  these,  nothing  further  need  be 
said;  for,  just  as  the  partners  (as  w«e  have  seen)  came 
together  by  mutual  agreement  and  of  their  own  free  will,  so 
they  may  by  mutual  agreement  and  of  their  own  free  will 
bring  the  partnership  relation  to  an  end.  And  also,  by 
virtue  of  the  Partnership  Act,  1S90,  if  no  fixed  term  has 
been  agreed  upon  for  the  duration  of  the  partnership,  any 
partner  may,  without  the  consent  of  all  the  partners,  deter- 
mine the  partnership  by  giving  notice  of  his  intention  so 
to  do  to  all  the  other  partners.  (Section  26,  Section  32.) 
And  in  such  a  case  the  partnership  is  dissolved  as  from 
the  date  mentioned  in  the  notice  as  the  date  of  dissolution ; 
or,  if  no  date  is  there  menstioned,  from  the  date  when  the 
notice  is  communicated.  And  the  partnership  from  that 
time  is  at  an  end,  save  for  the  purposes  of  the  winding-up. 
(Section  32.) 

The  articles  of  partnership  may  contain  stipulations  as 
to  dissolution,  and,  of  course,  may  contain  a  provision  to 
the  effect  that  one  partner  may  terminate  the  partnership 
by  notice,  although  a  definite  term  was  fixed  by  the  agree- 
ment for  its  duration. 

As  to  dissolution  occurring  by  operation  of  law,  this  may 
come  about  in  several  ways. 

(i)  Upon  the  death  of  a  partner  (unless  the  articles  or 
agreement  otherwise  provide). 

And  we  may  in  passing  glance  at  the  position  of  a 
deceased  partner's  executors.  The  executors  of  a  deceased 
partner  are  not  partners  in  his  stead,  tmless  the  partner- 
ship agreement  provides  that  they  may  be  so,  in  which  case 
they  may  elect  to  become  partners;  or  unless  they  hive 
interfered  unduly  in  the  management  of  the  business ;  in 
either  of  which  cases  they  will  become  personally  subject 
to  the  liabilities  of  partners. 

(2)  On  the  bankruptcy  of  a  partner. 

(3)  When  the  objects  for  which  the  partnership  was 
entered  into  no  longer  exist. 

(4)  By  the  happening  of  any  event  which  makes  it 
unlawful  for  the  business  to  be  carried  on,  or  for  the 
members  of  the  firm  to  carry  it  on  as  partners. 

(5)  Upon  the  conviction  of  a  partner  for  felony. 

The  partnership  may  be  dissolved  by  the  remaining 
partners,  at  their  option,  if  a  member  suffers  his  share  to 
be  charged  for  his  separate  debt. 

Dissolution  by  order  of  the  Court  may  come  about  for 
various  reasons,  some  of  which  are  given  in  the  Act  of 


1890.  (Section  35.)  The  Act,  however,  does  not  pretend  to 
enumerate  all  the  cases  in  which  the  Court  will  grant  a 
deczee  of  dissolution,  but  states  that  it  will  do  so  **  when- 
ever it  is  just  and  equitable"  so  to  do.  (Section  35.) 
Some  of  the  reasons  for  a  deczee  of  dissolution  are  as 
follow :  — 

Gross  misconduct  of  a  partner. 

Persistent  disobedience  to  the  partnership  articles  on  the 
part  of  any  partner.  (But  the  Court  will  not  concern 
itself  in  the  mere  petty  quarrels  of  the  partnership.) 
\^ray  v.  Hutchinson,  2  My.  &  K.  235.) 

If  a  partner  wilfully  and  persistently  neglects  the  busi- 
ness, or  becomes  insane. 

If  there  are  such  dissensions  among  the  partners  that  all 
mutual  confidence  is  destroyed. 

And  where  the  business  can  only  be  carried  on  at  a  loss 
the  Court  will  decree  a  dissolution  ;  as  also  where  the  part- 
nership in  its  origin  was  fraudulent,  in  which  latter  case 
the  dissolution  will  relate  back  to  the  commencement  of 
the  partnership  (Rawlins  v.  Wickham,  i  Giff.  355) ;  and  the 
person  entitled  to  rescind  has  a  "lien"  on,  or  right  of 
retention  of,  the  surplus,  of  the  partnership  assets  for 
money  he  has  paid  for  the  purchase  of  a  share,  or  in  con- 
tribution towards  capital  (subject,  of  course,  to  iJie  satisfac- 
tion of  the  firm's  liabilities).  He  is  also  entitled  to  stand 
in  the  place  of  the  firm's  creditors  in  respect  of  payments 
made  by  him  to  satisfy  the  firm's  liabilities  (Section  41) ; 
and  he  is  further  entitled  to  be  indemnified  by  the  person 
guilty  of  the  fraud  or  misrepresentation  against  all  the 
debts  and  liabilities  of  the  partnership. 

When  the  dissolution  has  come  about  in  any  of  these 
ways,  as  has  already  been  said,  the  authority  of  the 
pairtners,  and  their  rights  and  liabilities,  remain  for  the 
purpose  of  the  winding-up,  Uiough  not  otherwise.  (Sec- 
tion 38.)  (And  it  must  be  remembered  that  in  no  case  is 
the  firm  bound  by  the  acts  of  a  bankrupt  partner.) 

The  ..partnership  being  in  course  of  dissolution  6very 
partner  inay  insist  upon  having  the  partnership  property 
applied : .  first,  in  discharge  of  the  firm's  debts  and  liabilities, 
and«  as  to  the  surplus,  in  payment  of  what  is  due  to  the 
respective  partners,,  setting  off  any  sums  due  from  them  to 
the  firm.    (Section  39.) 

The  discretion  of  the  Judge,  in  an  action  for  dissolution 
of  a  partnership,  is  a  very  wide  one,  and  one  with  which  an 
Appeal  Court  will  not  readily  interfere,  and  it  is  for  him  to 
fix  the  terms  on  which  the  dissolution  shall  be  carried  out. 
In  exercising  this  discretion  he  may,  if  he  think  fit,  order 
the  return  or  apportionment  of  a  premium  paid  by  any 
partner,  unless  such  partner's  misconduct  has  brought 
about  the  dissolution,  or  unless  the  dissolution  is  by  agree- 
ment which  contains  no  provision  in  that  respect. 
(Section  40.) 
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Section  44  of  the  Act  of  1890  is  one  of  great  importance, 
setting  forth,  as  it  does,  the  rales  as  to  the  settling  of  the 
accounts  between  the  partners  in  case  of  dissolution— rules 
which  apply,  of  course,  only  so  far  as  they  are  not  excluded, 
varied,  or  augmented  by  the  partnership  agreement. 

By  these  rules,  the  losses  of  the  business  (including  losses 
and  deficiencies  of  capital)  are  first  to  be  paid.  And  the 
first  fund,  out  of  which  this  is  to  be  done,  b  that  formed  by 
the  profits  of  the  business.  That  being  exhausted,  the  capital 
is  next  to  be  resorted  to ;  and  when  that  fails,  the  individual 
partners  must  be  called  upon  to  contribute  in  proportion  as 
they  were  entitled  to  share  in  the  profits. 

The  losus  having  been  made  good,  and  the  assets  having 
thus  been  ascertained,  such  assets  are  (subject,  again,  to 
any  agreement  upon  the  matter)  to  be  applied:  first,  in 
discharging  the  outside  debts  and  liabilities;  secondly,  in 
paying  the  costs  of  the  action  for  dissolution  (if  the  dissolu- 
tion is  by  order  of  Court)  {Ross  v.  White,  1894,  3  Ch.  326.) ; 
thirdly,  in  repaying  advances  made  by  partners ;  fintrthly,  in 
paying  to  each  partner  what  is  due  to  him  in  respect  of 
capital;  and,  lastly,  if  any  residue  remains,  this  is  to  be 
divided  among  the  partners  as  though  it  were  profits. 

These  rales  may  be  varied,  extended,  or  excluded,  by 
provisions  in  the  partnership  agreement. 

Let  us  now  see,  briefly,  how  the  law  of  bankraptcy 
afifects  the  partnership  relation. 

As  we  have  seen,  the  bankruptcy  of  a  partner  brings 
about  a  dissolution  of  the  partnership,  unless  otherwise 
agreed. 

Any  bankraptcy  proceedings  against  another  partner 
after  a  receiving  order  has  been  made  against  his  co- 
partner must  be  brought  in,  or  transferred  to,  the  Court 
where  the  previous  proceedings  are  going  on.  (Bankraptcy 
Act,  1883,  Section  zi2.) 

In  realising  the  bankrupt  partner's  estate,  his  trustee 
may,  with  the  sanction  of  the  Court,  bring  actions  in  the 
names  of  the  trustee  and  the  bankrapt*s  partner  or  partners. 
And  the  other  partners  cannot  execute  a  valid  release  oT  any 
claim  to  which  such  an  action  relates.  (Bankruptcy  Act, 
1883.  Section  X13.) 

And  the  remaining  partners  may  sue  or  be  sued  in  respect 
of  the  joint  contracts  without  the  joinder  of  the  bankrupt 
partuer.    (Bankraptcy  Act,  1883.  Section  114.) 

The  separate  creditors  of  a  bankrapt  partner  cannot  prove 
against  the  joint  estate  of  the  partnership  until  provision  has 
been  made  for  the  satisfaction  of  all  the  joint  liabilities. 
Section  40,  Sub-section  3,  of  the  Bankraptcy  Act,  1883, 
provides  that : — 

"In  the  case  of  partners  the  joint  estate  is  to  be 
'*  applicable  in  the  first  instance  in  payment  of  their  joint 
"  debts,  and  the  separate  estate  of  each  partner  is  to  be 
"  applicable  in  the  first  instance  in  payment  of  his  separate 
**  debts."    And  that  "  If  there  is  a  surplus  of  the  separate 


'*  estates,  it  is  to  be  dealt  with  as  part  of  the  joint  estate.'* 
And.  "  If  there  is  a  surplus  of  the  joint  estate,  it  is  to  be 
«'  dealt  with  as  part  of  the  respective  separate  estates,  in 
*<  proportion  to  the  right  and  interest  of  each  partner  in  the 
'*  joint  estate.*'    (Bankraptcy  Act,  1883,  Section  40.) 

But,  where  there  is  no  jomt  estate  and  all  the  partners  are 
insolvent,  joint  creditors  and  separate  creditors  will  rank 
pari  passu  for  dividend  out  of  the  separate  estates.  {In  re 
Budgett,  1894.  2  Ch.  557.) 

A  creditor  to  whom  the  partners  are  jointly  indebted 
may  prove  in  the  bankruptcy  of  an  individual  partner  for 
the  purpose  of  voting  at  a  meeting  of  creditors,  and  may  vote 
at  such  meeting  (Schedule  z.  Rule  13),  although  he  cannot 
receive  a  dividend  out  of  the  separate  estate  until  all  the 
separate  creditors  have  been  paid  in  full. 

But  if  such  joint  creditor  is  also  a  petitioning  creditor  in  the 
bankraptcy  of  the  individual  partner,  he  may  receive  a  divi- 
dend out  of  the  separate  estate.  {Ex  parte  Hall,  9  Ves.  349 ; 
Ex  parte  Ackermann,  14  Ves.  604.) 

And  if  a  creditor  has  a  sufficient  debt  to  enable  him  to 
present  a  bankruptcy  petition  against  the  firm,  he  is  entitled 
to  present  a  petition  against  an  individual  partner  without 
including  his  co-partners.  (Bankraptcy  Act,  1883,  Section 
zzo.) 

As  I  have  repeatedly  remarked,  almost  all  the  rules 
declared  by  the  law,  in  matters  of  partnership,  are  subject 
to  alteration,  modification,  extension,  or  exclusion,  and 
partners  are  at  liberty  to  fix  their  own  terms,  make  their  own 
rales,  regulations,  and  stipulations,  and  generally  to  manage 
the  business  of  their  firm  just  as  they  think  fit. 

Not  only  is  it  important,  then,  for  the  terms  of  the  partner- 
ship to  be  carefully  thought  out  and  clearly  set  forth,  but 
it  is  also  necessary  for  all  who  have  any  part  in  the 
management  of  the  business  of  the  partnership  to  be  familiar 
with  the  terms  fixed  by  the  agreement  between  the  parties, 
and  to  know  the  position  of  each  respective  partner  in  the 
firm  and  his  relation  to  his  co-partners.  For,  since  the 
codified  law  as  to  partnership  is  subject,  at  every  step  and 
tnra,  to  be  varied  at  the  will  of  persons  entering  upon  the 
partnership  relation,  it  is  rarely  safe  to  presume  that  any  rule 
stated  by  the  law  as  to  the  management  of  a  firm  is  itctually 
a  term  of  any  particular  partnership. 

They  who  are  responsible  for  the  enactments  of  the  law  as 
to  partnership  were  authorities  upon  the  subject,  and  it  were 
presumption  on  my  part,  with  my  opinion  backed  only  by 
the  few  short  years  that  I  can  number,  to  criticise  the  results 
of  their  learaed  efibrts — and  this  I  shall  not,  of  course, 
attempt  to  do. 

But  if  there  were  one  suggestion  which  I  would  like  to 
venture  it  would  be  this— that  some  of  the  rales  declared  by 
the  law  as  to  partnership  should  be  declared  with  all  the 
force  of  law,  and  not  so  often  weakened  by  the  insertion  of 
an  option  to  exclude  or  vary  them.  At  some  points,  of  course 
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one  must  acknowledge  that  such  an  option  is  a  great 
advantage,  and  it  would  never  do  to  hedge  in  too  mach  by 
restriction  and  decree  so  beneficial  a  relationship  as  that 
which  exists  between  the  members  of  a  partnership.  On  the 
other  hand,  many  provisions  of  the  Partnership  Act  are  so 
good,  and  so  obviously  expedient,  that  one  may  be  excused  for 
wishing  they  had  been  made  compulsory  instead  of  optional. 

Still,  the  object  of  the  Legislature,  no  doubt,  was  to  allow 
the  widest  possible  scope  for  the  wishes  of  partners  who 
come  together  of  their  own  free  will,  and  for  their  mutual 
advantage  ;  and  perhaps,  after  all,  this  is  an  object  deserving 
of  commendation. 

The  freedom  given  to  partners,  however,  in  the  formula- 
ting of  the  rules  by  which  they  are  to  govern  their  concerns 
is  only  another  reason  for  emphasising  the  great  importance 
of  leaving  nothing  to  doubt  and  inference  and  implication, 
but  providing  in  clear  and  concise  form,  in  correctly  drawn 
up  articles  of  partnership,  for  every  contingency  likely  to 
arise,  and  every  detail  in  the  management  of  the  partnership 
affairs. 

I  now  come  to  a  Conclusion,  and  there  remains  nothing 
further  for  me  to  do  than  to  tender  my  thanks  to  those  who 
have  given  me  such  patient  attention,  to  apologise  for  the 
many  shortcomings  you  have  noticed  during  the  course  of 
my  remarks,  and  to  express  a  hope  that  I  may  have  done  at 
least  something  to  help  you  to  a  better  acquaintance  with  the 
principles  of  the  law  affecting  the  partnership  relation. 


Jnstttttte  of  Directors* 


The  Question  of  Depreciation  and  the  Measure- 
ment of  Expired  Outlay  on  Productive  Plant: 
A  Plea  for  the  Study  and  use  of  Better  Methods. 


By  P.  D.  Leake,  Esq.,  F.C.A.,  F.I.D. 


A   PAPER   read   at    a    meeting    of   above   Institute   on 
March  13th  1907. 


Importance  of  the  Subject, — The  great  importance  to  all 
interested  in  industrial  undertakings  of  determining  the 
best  method  of  measuring  and  providing  for  depreciation, 
which  I  have  here  called  Expired  Outlay  on  Productive 
Plant,  must  be  my  excuse  for  venturing  to  invite  your 
attention  to  the  matter  as  the  subject  of  this  paper. 

Present  Common  Neglect  and  Casual  Treatment  have 
become  intolerable. — The  fact  that  the  ultimate  success  or 
failure  of  so  many  productive  industries  largely  depends 
upon  the  adequate  and  proper  recognition  of  this  question 
is  not  sufficiently  realised ;  but  the  urgency  of  the  subject 
constantly   increasing   in   importance,    and   has   been 


gradually  accentuated  for  years  past,  owing  to  the  great 
extension  of  joint-stock  enterprise,  and  more  recently  of 
municipal  trading,  the  former  causing  very  grave  responsi- 
bilities to  be  assumed  by  directors,  while  responsibility  in 
the  latter  case  is  in  a  more  nebulous  state.  I  do  not  think 
it  is  too  much  to  forecast  that  the  whole  question  of  the 
measurement  of  and  due  provision  for  depreciation  of  pro- 
ductive plant  is  now  assundng  such  vast  public  importance 
that  in  the  near  future  it  will  be  necessary  for  the  protec- 
tion of  the  community  at  large,  as  well  as  of  directors  of 
public  companies,  to  insist  upon  t!he  use  of  more  advanced 
and  enlightened  methods,  the  present  too  common  happy- 
go-lucky,  do-as-you-please  treatment  of  the  subject  having 
become  intolerable. 

No  Profit  can  exist  until  Expired  Outlay  on  Productive 
Plant  has  been  provided  out  of  Gross  Revenue. — One  of  the 
most  vital  matters  connected  with  productive  industries 
and  trading  concerns  is  the  regular  assessment  with  sub- 
stantial accuracy  of  the  annual  net  profit  or  loss  which  has 
resulted  from  the  operations  of  each  year ;  and  unless  a 
near  approximation  to  the  outlay  on  productive  plant 
which  has  expired  within  each  year  is  made  and  fully  pro- 
vided for  out  of  gross  revenue,  no  correct  statement  of 
profit  or  loss  can  be  obtained.  This  does  not  seem  to  be 
altogether  appreciated,  if  we  may  judge  by  some  company 
reports  and  speeches  to  company  shareholders,  as  well  as 
by  comments  in  the  financial  press,  for  it  is  often  stated 
that  the  profit  earned  for  the  year  is  so  much,  out  of  which 
it  is  proposed  to  set  aside  such  and  such  a  sum  for  depre- 
ciation of  plant  and  machinery. 

Definition  of  Productive  Plant. — It  is  startling  to  find 
what  a  very  large  part  of  the  capital  of  industrial  under- 
takings of  all  kinds  has  been  expended  upon  productive 
plant,  which  may  be  defined  as  consisting  of  "all  perish- 
"able  material  property  owned  by  an  undertaking  other 
"  than  that  primarily  intemded  for  resale."  It  covers  there- 
fore all  buildings,  plant  and  machinery  of  manufacturers, 
all  buildings,  plant  and  machinery  of  mining  companies, 
the  way,  bridges,  works,  stations,  rolling-stock,  and  all 
equipment  of  railway  and  tramway  companies,  other  than 
land  in  each  case.  Again,  most  of  the  capital  of  electric 
lighting  and  power  companies,  gas,  water,  and  omnibus 
coimpanies,  cable,  telegraph,  and  telephone  companies, 
shipping  and  dock  companies,  is  invested  in  productive 
plant,  as  well  as  that  of  many  other  undertakings,  whether 
carried  on  privately  or  under  the  Companies  Acts  or  other- 
wise. The  imdertakings  least  affected  are  banking, 
insurance,  investment,  and  finance  companies. 

Investment  therein  is  nothing  more  than  Payments  in 
Advance  on  Revenue  Account. — ^All  this  capital  invested  in 
productive  plant  is  invested  in  nothing  more  substantial 
than  in  payments  made  in  advance  on  Revenue  Account, 
which  are  presumably  unexpired.    Therefore,  the  whole  of 
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such  capital  has  ultimately  to  come  back  out  oi  gross 
revenue.  Aboiit  this  there  is  no  room  for  douA)t;  but 
where  difference  of  opinion  arises  is,  when  is  it  to  come 
back  out  of  gross  revenue?  The  extreme  efficient 
economic  life  period  of  any  class  of  productive  plant 
scarcely  ever  exceeds  one  hundred  years,  and  rarely 
exceeds  fifty  years,  the  most  common  life  period  being 
perhaps  between  ten  and  thirty  years. 

Capital  Outlay  on  Perishable  Productive  Plant  in  1905 
and  1906. — It  is  remarkable  to  notice  what  a  large  propor- 
tion of  the  enterprises  which  appealed  for  capital  under 
the  English  law  during  even  the  last  two  years,  1905  and 
1906 — which  were  lean  years — propose  to  apply  this  in  the 
purchase  of  perishable  productive  plant,  as  the  following 
list  shows: — 


Description 

1905 

1906 

British  Railways         

Indian  and  Colonial  Railways 

Foreign  Railways        

Breweries  and  Distilleries 

ManoCacturing 

Iron,  Coal,  Steel,  and  Engineering 
Electric  Lighting,  Power,  Telegraphs,  &c. . 

Tramways  and  Omnibus       

Motor  Traction  and  Manufacturing 

GasandWater 

Docks,  Harbours,  and  Shipping     . . 

2,806,800 
16,702,500 
22,600,600 
1,628,700 
2,615,300 
3,249,900 
2,837,700 
5,595,500 

880,500 
4.371,500 

6,924,500 
7,023,500 
15,554,800 
304,800 
2,849,200 
3,668,100 
5,316,400 
2,669,100 
4,143,500 
1,326,500 
1,2x2,800 

Total.. 

£63,289,000 

€50,993,200 

1 

This  is  exclusive  of  the  large  sums  of  money  lent  during 
these  two  years  for  municipal  trading  purposes.  The 
figures  are  taken  from  the  supplement  to  The  Economist  of 
February  16  1907. 

Other  Capital  Outlay. — Capital  invested  in  the  purchase 
of  goodwill  or  in  property  of  any  kind  primarily  intended 
for  resale  does  not  come  wathin  our  consideration;  and 
any  alteraition  in  value,  either  up  or  down,  which  may 
take  place  in  such  assets  as  goodwill,  including  patents, 
or  in  the  value  of  bodies  of  coal,  mineral,  and  other  ores, 
we  are  not  now  concerned  about,  as  these  do  not  fail 
within  the  definition  of  productive  plant ;  and  although  it 
is  customary  and  prudent  to  set  aside  profits  to  cover 
actual  or  possible  diminution  in  the  value  of  property  of 
this  kind,  it  should  always  be  remembered  that  sums  so 
set  aside  are  true  profits  to  the  extent  that  all  operative 
industrial  expenditure  incurred  in  the  process  of  earning 
them  has  been  duly  provided  for.  That  such  profits  may 
come  from  an  enterprise  of  an  essentially  and  admittedly 
wasting  character,  possessing  unknown  capacity,  does  not 
divest  them  of  the  character  of  legal  profits.  On  the  other 
hand,  no  profits  can  emerge  from  an  undertaking  until 
each  year's  expired  outlay  on  productive  plant,  being  part 
of  the  operative  industrial  expenditure,  has  been  taken 
out  of  gross  revenue. 

Outlay  an  Productive  Plant  compared  with  other  Advance 
Payments, — ^To  my   mind,   money    invested   in  productive 


plant,  being  nothing  more  than  a  payment  made  on 
Revenue  Account  in  advance,  may  be  compared  with  a 
premium  paid  in  advance  to  cover,  say,  seven  years'  fire 
insurance.  Such  a  payment  is,  in  fact,  sometimes  made  in 
order  to  secure  better  terms  than  would  be  obtained  by 
paying  an  annual  premium ;  and  there  is,  in  such  case,  no 
doubt  that  one-seventh  of  the  sum  paid  would  be  charged 
to  Revenue  Account  each  year,  until  at  the  end  of  the 
seventh  year  the  last  instalment  of  one-seventh  of  the 
original  payment  would  have  come  back  out  of  gross 
revenue. 

And  such  Outlay  should  be  treated  in  the  same  way, — 
Therefore,  if  an  undertaking  lays  out,  say,  ;^6,ooo — being 
part  of  its  capital  provided  for  that  purpose — ^in  the  pur- 
chase of  a  certain  kind  of  productive  plant  which  its  com- 
petent €uid  responsible  officers  declare,  after  taking  into 
account  the  ravages  of  use  and  time  and  the  probabilities 
of  obsolescence,  is  likely  to  have  an  efficient  economic 
life  of  ten  years,  should  not  one-tenth  of  ;^6,ooo  be  taken 
out  of  gross  revenue  every  year  as  a  proper  charge  for  the 
use  of  that  plant?  I  cannot  follow  the  argument  that 
because  the  plant  has  been  well  maintained  and  is  working 
more  smoothly  at  the  end  than  at  the  beginning  of  the  first 
year  of  its  life,  no  part  of  the  original  cost  need  come  back 
out  of  the  gross  revenue  of  that  first  year.  A  man  occupy- 
ing a  new  house  may  have  spent  a  large  amount  of  money 
in  making  good  unsuspected  defects,  and  at  the  end  of  the 
first  year  of  his  occupation  the  house  may  be  much  more 
suitable  for  occupation  than  it  was  at  the  beginning;  but 
he  has  to  pay  the  annual  rent-chaige  for  his  use  of  the 
house,  which  includes  a  full  provision  for  the  year's 
expired  life. 

Treatment  should  be  similar  whether  life  be  one  or  more 
years, — Then,  again,  if  the  productive  plant  purchased 
with  this  ;^6,ooo  had  been  completely  used  up  and 
exhausted  in  the  business  of  the  undertaking,  exactly 
within  an  account  period  of  one  year,  no  one  would 
suggest  that  the  profit  on  the  year's  working  could  be 
ascertained  until  this  ;^6,ooo  had  come  back  out  of 
revenue.  Is,  then,  the  fact  that  this  outlay  incurred  on 
Revenue  Account  does  not  all  expire  within  an  exact 
account  period  of  one  year  any  reason  for  neglecting  to 
refund  out  of  the  year's  gross  revenue  the  year's  expired 
portion  of  the  outlay?  There  is,  of  course,  no  particular 
virtue  in  a  period  of  one  year,  save  that  it  is  usual  to 
ascertain  trading  results  at  the  end  of  each  three  hundred 
and  sixty-five  days. 

Depreciation  is  an  Operative  Expense  as  much  as  Operative 
Wages. — Further,  the  depreciation  of  productive  plant 
occurring  each  year  is  an  operative  expense  as  much  as 
operative  wages;  and  productive  plant  has  two  very 
marked  characteristics — one  being  that,  other  things 
r^uaining  the  same,  it  tends  to  fall  in  present  value  to  a 
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willing  purchaser,  having  equal  opportunities  for  employ- 
ing it,  in  direct  relation  to  the  proportion  of  its  economic 
life  period  whdch  has  expired,  and  the  other  marked 
characteristic  being  that  the  advantages  or  consideration 
obtained  by  the  undertaking  from  the  existence  of  its  pro- 
ductive plant  are  spread  with  approximate  evenness  over 
the  whole  period  of  the  economic  life  of  the  plant.  In 
assessing  this  operative  expense,  therefore,  the  nearest 
approach  to  accuracy  will  be  obtained  by  estimating  the 
life  of  each  class  of  productive  plant  with  due  regard  to  all 
known  facts  as  well  as  to  probabilities,  and  basing  the 
assessment  upon  this.  The  narrow  view  mentioned  above, 
that  if  productive  plant  has  been  well  maintained  and 
works  as  well  as  ever,  depreciation  may  be  omitted  from 
operative  expense,  or  only  provided  out  of  surplus  revenue 
when  convenient,  is  a  dangerous  fallacy. 

Regular  in  Place  of  Irregular  Depreciatipn  Provision, — 
AUhougfti  this  may  seem  ratiber  a  startling  view,  it  will  be 
found  that  it  only  means  the  provision  out  of  gross  revenue 
of  a  fairly  regular  annual  sum,  which  will  amount  over  a 
series  of  years  to  no  more  than  is  now  taken  out  of  the 
gross  revenue  of  any  sound  enterprise  at  irregular  inter- 
vals to  pay  for  renewals  of  productive  plant  at  or  about  the 
time  the  cost  of  these  is  actually  incurred,  whidi  method 
often  gives  good  ground  for  bitter  complaint  to  those  who 
happen  to  be  holders  of  deferred,  ordinary,  and  lower  pre- 
ference classes  of  shares  at  the  time  when  a  sudden  call  of 
this  kind  is  made  upon  the  balance  of  Revenue  Account.  In 
the  case  of  holders  of  preference  shares  entitled  to  annual 
non-cumulative  dividends,  the  inaccurate  assessment  of 
annual  profits  arising  out  of  this  want  of  systematic  policy 
often  inflicts  serious  injury  which  can  never  be  remedied. 

Methods  in  Use:  Equal  Fraction  of  Original  Cost. — I 
now  propose  to  refer  shortly  to  some  of  the  methods  in 
most  general  use  for  ascertaining  and  providing  deprecia- 
tion, the  first  being  the  simple  one  of  charging  to  Revenue 
Account  an  equal  fraction  each  year  of  the  original  cost 
of  the  particular  kind  of  productive  plant,  based  on  its 
estimated  efficient  economic  life ;  the  cost  of  repsdrs  and 
partial  renewals  being  also  charged  to  Revenue  Account, 
as  well  as  the  cost  of  loose  tools  and  utensils,  subject  to 
adjustment  of  stock  values  at  the  beginning  and  end  of  the 
year. 

Percentage  of  Reducing  Balance  Method. — ^Another 
conunon  practice  for  providing  depraciation  which  I  will 
notice,  is  that  of  writing  a  percentage  ofE  the  reducing 
animal  balance  of  cost  of  the  productive  plant.  This  is  a 
confusing  method,  and  leads  few  know  whither.  Thus,  it 
may  be  understood  by  directors  that  10  per  cent,  is  written 
off  the  plant,  but  this  often  means  10  per  cent,  off  the 
reducing  balance  of  plant.  It  certainly  leads  to  the  belief 
the  minds  of  many  that  the  cost  will  be  written  off  in 
rears,  although  the  fact  is  it  will  take  many  yean  to 


write  it  off.  If  it  was  desired  to  write  off  the  cost  of  pro- 
ductive plant  in  ten  years  by  means  of  a  percentage  off  the 
reducing  balance,  the  percentage  to  be  employed  would  be 
exceedingly  heavy — at  least  33^  per  cent. ;  and  I  think 
this  system  of  vniting  a  percentage  off  the  reducing  balance 
is  in  most  cases  a  bad  one.  Under  this  method  the  cost  of 
repairs  and  partial  renewals  as  incurred  each  year  is  of 
course  charged  to  the  Revenue  Account  of  the  year,  as  well 
as  the  adjusted  cost  of  loose  tools  and  utensils. 

Illustration  of  this  Method.— The  following  figunes  will 
give  an  illustration  of  the  effect  of  writing  a  percentage  off 
the  reducing  balance :  — 


— 
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The  10  per  cent,  rate  off  the  reducing  balance  will  take 
many  more  than  ten  years  to  write  down  the  cost  to  a 
nominal  amount,  a  balance  of  no  less  than  ;f  2,093  remain- 
ing at  the  end  of  the  ten  years,  although  the  original  out- 
lay of  ;f6,ooo  has  wholly  expired.  This  shows,  by  the 
way,  the  ineffectiveness  of  making  an  allowance  of  5  per 
cent,  off  the  reducing  annual  balance,  which  is  often  done 
by  surveyors  of  taxes  in  assessing  income-tax,  as  bein^  an 
adequate  sum  to  represent  the  diminishing  value  by  reason 
of  wear  and  tear  of  plant  and  machinety  to  which  Section 
IS  of  the  Customs  and  Inland  Revenue  Act  of  1878  xelates. 
While,  however,  the  measurement  of  depxeciation  is  in 
such  an  unsettled  state  and  receives  such  varying  ti>eat- 
ment,  it  cannot  be  wondered  that  somewhat  grud^n^ 
recognition  is  given  to  it  by  the  income-tax  authorities. 

Annuity  Method. — There  are  two  methods  which  involve 
the  use  of  interest :  One  known  as  the  annuity  method ,  in 
which  revenue  is  charged  with  equal  annaal  stuns 
sufficient  to  provide  at  the  expiration  of  the  estimated  life 
of  the  productive  plant  an  amount  equal  to  tiie  original 
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cost  thereof,  plus  interest  on  |he  capital  for  the  tim«  being 
remaining  invested  therein.  An  amount  equal  to  that  part 
of  these  annual  sums  which  represents  interest  is  credited 
in  annually  diminishing  amounts  to  the  Revenue  Account, 
so  that,  taking  the  difference  between  the  constant  amount 
debited  for  depreciation  and  the  diminishing  amount 
credited  to  revenue  each  year  as  interest,  the  result  is 
really  to  throw  increasing  annual  burdens  upon  the 
Revenue  Account  as  the  productive  plant  gets  nearer  to  the 
end  of  its  life — ^which  I  think  is  a  bad  plan,  especially  in 
view  of  the  fact  that  the  cost  of  repairs  and  partial 
renewals  incurred  in  connection  with  that  productive  plant 
may  also  increase  as  time  goes  on. 

Illustraiion  of  Annuity  Method. — The  effect  of  this 
method  will  be  cleareir  by  taking  an  imaginary  case  in 
which  productive  plant  having  an  estimated  life  of  ten 
years  has  cost  ;^6,ooo.  and  is  to  be  written  off  within  that 
period  on  the  annuity  system,  charging  interest  at  3  per 
cent,  upon  the  diminishing  balances.  In  this  case  the 
constant  annual  sums  chargeable  to  profit  and  loss  for 
expired  outlay  would  amount  to  a  total  during  the  ten 
years  of  j^7i033  6s.  8d.,  and  the  diminishing  sums  which 
would  be  credited  to  profit  and  loss  in  respect  of  interest 
amount  to  a  total  of  ;^i,o33  6s.  8d.  The  figures  are  shown 
below: — 


Expired  Outlay 

charged  to 
Profit  and  Loss 

Interest 

credited  to 

Profit  and  Loss 

Actual  Burden 
on  the  Year 

1st  Year      .. 
2nd     . 
3rd      , 

4th 

5U1      . 

6th 

7th 

fith 

9th 

loth      « 

£      8     d 

703    6    8 
703    6    8 
703    6    8 
703    6    8 
703    6    8 
703    0    8 
703    6    8 
703    6    8 
703    6    8 
703    6    8 

I     s    d 
180    0    0 

131  13    4 
114  ZI    8 
96  13    4 
78    6    8 
59    3    4 
40    0    0 
30    8    4 

£     s    d 
533    6    8 
539    3    4 
555    0    0 

571  13    4 
588  15    0 
60613    4 
625    0    0 

^n 

683  18  4 

Total    .. 

£7,033    6    8 

£i/>33    6    8 

£6,000  0  0 

Should  Depreciation  Provision  be  increased  by  Interest  on 
Capital  invested  in  Productive  Plant? — It  will  be  noticed 
that  by  this  method  the  actual  burden  upon  revenue  for  the 
first  year  of  the  ten  is  jf  523  6s.  8d.,  and  that  it  increases 
until  for  the  last  year  of  the  ten  it  is  £(^2  i8s.  4d.    The 
question  in  my  mind  is,  why  should  interest  on  tbe  capital 
invested  in  this  productive  plant,  which  is  invested  in  the 
ordinary  way  of  carrying  on  the  business  of  the  under- 
taking, be  added  to  the  provision  for  depreciation?  I  think 
the  method  complicates  and  obscures  the  actual  facts,  and 
is  by  no  means  to  be  commended.    The  locking  up  of  the 
ca.pital  for  a  time  in  productive  plant  is  one  of  the  inci- 
dents of  the  undertaking,  and  is  one  of  the  purposes  for 
which  the  capital  is  provided,  and  the  whole  profit  result- 
ing  from  the  various    incidents   of   the  business  is  the 
x«ward  of  the  capital  invested  therein ;  and  it  appears  that 


between  the  two  methods,  interest  or  no  interest,  for  this 
particular  purpose,  the  latter  has  much  to  commend  it.  If 
interest  is  to  be  calculated  on  portions  of  capital  locked 
up  from  time  to  time  in  the  course  of  carrying  on  the  busi- 
ness, it  would  follow  that  it  should  be  computed  on  an 
overdue  debt,  for  instance,  the  amount  so  computed  being 
debited  to  the  Profit  and  Loss  Account  as  a  loss  on  sales, 
while  on  the  credit  side  of  the  Profit  and  Loss  Account 
would  appear  the  fictitious  interest  so  charged  upon  the 
overdue  debt.  Indeed,  to  carry  the  matter  to  its  logical 
conclusion,  and  having  regard  to  the  fact  that  the  amount 
of  capital  locked  up  in  productive  plant  averages  itself  as 
closely  as  capital  locked  up  in  debts,  interest  should  be 
computed  on  all  debts  outstanding,  whether  due  or  not, 
less  perhaps  the  amounts  payable  to  creditors.  Profit  and 
Loss  Account  being  credited  with  this  interest  and  at  the 
same  time  debited  with  a  similar  sum  under  the  head  of 
Loss  on  Sales.  I  fully  appreciate  the  great  importance  of 
interest  on  capital  as  a  factor  in  ascertaining  cost  of  pro- 
duction, but  I  do  not  thin'k  it  should  as  a  rule  be  added  to 
the  provision  for  depreciation,  as  is  involved  by  the 
annuity  method. 

Sinking  Fund  Method. — The  only  other  method  of  pro- 
viding for  depreciation  which  need  be  noticed  is  that 
known  as  the  SinJting  Fund  method ;  and  to  make  the 
effect  of  this  clearer  we  will  assmne  again  a  purchase  of 
productive  plant  which  cost  £6,000  and  has  a  life  of  ten 
y^ars  in  a  case  where  the  Sinking  Fund  method  is  to  be 
applied,  involving  yearly  instalments  being  taken  out  of 
the  business  and  invested  in  outside  securities  yielding, 
say,  3  per  cent.  Here  the  equal  annual  sums  charged  to 
the  Profit  and  Loss  Account  amount  to  £s^Z  ^s.  8d.  or  a 
total  for  the  ten  years  of  ;^S,233  6s.  8d.,  and  the  total 
interest  earned  on  the  investments  in  securities  outside  the 
business   amounts   to    £^66    13s.    4d.,   being   altogether 

;^6,000. 

Illustration  of  Sinking  Fund  Method. — ^The  figures  are  as 
follows :  — 


Expired  Outlay 

charged  to 
Profit  and  Loss 

Interest  from 

Actual  Burden 

Investments 

on  the  Year 

£     s    d 

£     s    d 

£     s    d 

ist  Year      .. 

533    6    8 

533    6    8 

snd      • 

533    6    8 

15  x6    8 

539    3    4 

3rd 

533    6    8 

rii 

555    0    0 

4th 

533    6    8 

571  13    4 

t\   :    ::    :; 

533    6    8 

65    8    4 

588  15    0 

523    6    8 

83    6    8 

606  13    4 

7th 

523    6    « 

loi  13    4 
X30  z6    8 

635    0    0 

8th 

533    6    8 

644    3    4 

9th 

533    6    8 

140    0    0 

663    6    8 

10th 

523    6    8 

159  "    8 

683  x8    4 

Total..        .. 

£5,a33    6    8 

£76613    4 

£6,000    0    0 

Subtilty  of  Sinking  Fund  Method, — By  this  method 
;^766  13s.  4d. — the  total  of  the  annually  increasing  interest 
from  the  investment  of  the  money  gradually  released  from 
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the  origiaal  cost  of  tibe  pioductive  plant — is  diverted  from 
the  credit  of  the  Revenue  Account,  where  it  ought  to 
appear,  and  is  applied  direct  to  the  purpose  of  helping  to 
accumulate  by  the  end  of  the  economic  life  of  the  produc- 
tive plant  the  sum  of  ;^6,ooo  (original  cost),  Revenue 
Account  having  in  the  meantime  been  chiOrged  with  a  less 
sum  by  ^^766  13s.  4d.  than  the  actual  provision  which  has 
been  made  by  the  aid  of  this  meitihod  ;  so  tfhat  the  true  effect 
is  an  omission  from  both  sides  of  the  Revenue  Account, 
under  the  heads  of  Depreciation  on  the  one  side  and  of 
Interest  on  the  other  side,  of  annually  increasing  sums 
amounting  during  tlie  ten  years  to  ;^766  13s.  4d. 

Comparison  of  Actual  Results  of  Annuity  and  Sinking 
Fund  Methods, — If  we  introduce  a  record  of  these  so 
omitted  annually  increasing  sums  to  both  sides  of  the 
Revenue  Account  we  shall  find  that  the  Sinking  Fund 
method  has  exactly  the  same  effect  as  the  Annuity  method, 
for  in  both  cases  the  actual  burden  upon  revenue  for  the 
first  year  of  the  ten  is  £$2^  6s.  8d.,  and  that  it  increases 
until  for  the  last  year  of  the  ten  it  is  ;f  682  i8s.  4d.  It  must 
be  remembered  that  in  the  Sinking  Fund  method  the 
interest  from  investments  is  really  received,  whereas  in  the 
Annuity  method  it  is  a  mere  fictitious  entry,  and  therefore, 
in  order  to  get  back  to  facts,  mnist  be  cancelled  by  deduct- 
ing it  each  year  from  the  amount  charged  as  depreciation 
on  the  debit  side  of  the  Revenue  Account. 

Comparison  of  Apparent  Results  of  Annuity  and  Sinking 
Fund  Methods, — If  we  ignore  the  actual  results  and  com- 
pare the  total  sum  of  ;^7,o33  6s.  8d.  charged  as  deprecia- 
tion during  the  ten  years  to  the  Revenue  Account  under 
the  Annuity  method  with  the  total  sum  of  ;^5,233  6s.  8d. 
charged  in  like  manner  during  the  same  period  under  the 
Sinking  Fund  method,  we  shall  find  that  the  difference  of 
;f  1,800  represents  a  sum  equal  to  3  per  cent,  for  the  whole 
period  of  ten  years  on  the  ;^6,ooo  originally  paid  for  the 
productive  plant ;  for  the  first-named  method  operates  to 
add  ;^i,o33  6s.  8d.  to  the  true  amount  of  depreciation  or 
expired  outlay,  and  the  last-named  method  operates  to 
deduct  ;^766  13s.  4d.  from  the  true  amount  of  this.  In  con- 
demning both  these  methods  as  being  unsuitable  for 
common  use  in  measuring  expired  outlay  on  productive 
plant,  I  may  mention  that  the  employment  of  the  Sinking 
Fund  method  in  suitable  cases — as,  for  instance,  to  arrive 
at  the  annual  value  of  certain  undertakings  for  rating  pur- 
poses, when  interest  on  tenants'  capital  is  allowed  to  be 
charged  in  addition  to  the  depreciation  allowance — ^is,  of 
course,  quite  necessary  and  proper,  as  also  is  the  use  of 
the  Annuity  method  in  dealing  with  the  cost  of  leasehold 
piemises  when,  as  usually  happens,  it  is  desirable  to 
charge  the  Revenue  Account  with  the  full  annual  value  of 
premises  occupied  for  trade,  this  being  the  common 
condition  or  basis  of  comparison. 


Methods  involving  Interest  or  Discount  are  equally 
unsuitable. — In  selecting  the  basis  of  a  proper  annual 
charge  to  revenue  for  depreciation,  the  main  consideration 
is  that  the  existence  df  productive  plant,  with  a  strong 
tendency  to  fall  in  present  value  in  direct  relation  to  that 
proportion  of  its  limited  economic  life  which  has  expired, 
constitutes  a  continuous  offer  or  opportunity  of  advantage 
which  must  be  paid  for,  because  it  expires  whether  it  is 
used  or  not,  and  in  practice  the  advantage  obtained  by  the 
undertaking  from  the  existence  of  its  productive  plant  is 
spread  with  approximate  evenness  over  the  whole  period 
of  the  economic  life  of  the  plant.  The  fact  that  annual 
instalments  of  the  original  cost  are  taken  back  out  of  each 
yearns  gross  revenue  does  not  diminish  the  extent  of  the 
productive  plant  offered  for  the  use  of  the  undertaking. 
In  all  probability  the  instalments  taken  out  of  revenue  each 
year  axe  re-invested  in  renewing  productive  plant ;  but 
whether  this  is  so  or  not,  considerations  of  interest 
involved  in  the  Annuity  method,  or  of  discount  involved 
in  the  Sinking  Fund  method,  should  not  be  allowed  to 
increase  or  decrease  the  annual  amount  taken  back  out  of 
revenue  in  consideration  of  continuous  offer  of  service  on 
the  part  of  that  which  has  a  limited  and,  in  a  very  marked 
degree,  regularly  expiring  economic  life. 

Importance  of  Classified  Record  of  Capital  Outlay  on 
Productive  Plant. — It  will  appear  from  what  has  been  said 
above  that  I  believe  the  best  method  of  measuring  expired 
outlay  on  productive  plant  is  to  base  this  upon  the  esti- 
mated efficient  economic  life  of  each  class  of  such  pro- 
ductive plant ;  and  in  order  to  enable  this  to  be  done,  the 
first  requirement  is  to  secure  the  systematic  record  under 
suitable  heads  of  all  outlay  on  productive  plant,  showing 
the  year  of  purchase  and  the  original  cost.  This  is  too 
often  neglected,  outlay  on  productive  plant  of  a  varying 
nature  and  varying  length  of  life  being  all  recorded  and 
mixed  up  together  in  the  books  of  many  undertakings. 

Factors  in  Estimating  Economic  Life, — The  factors  to  be 
taken  into  account  in  estimating  the  efficient  economic  life 
of  each  class  of  productive  plant — ^and  in  a  large  concern 
such  classes  may  extend  to  hundreds — are  use,  time,  and 
the  likelihood  of  supersession  by  improved  inventions  and 
appliances  of  a  similar  nature.  Careful  regard  must  be 
had  to  the  question  of  residual  value,  which  would 
occasionally  be  very  considerable,  as,  for  instance,  in  the 
case  of  telegraph  cables.  The  most  important  factor  is 
time,  because,  whether  productive  plant  be  used  much  or 
little,  it  is  apt  to  decrease  in  value  year  by  year,  and  some- 
times this  decrease  is  even  more  marked  when  it  is  not 
used  or  is  only  partially  used  than  when  it  is  fully 
employed.  The  question  of  probable  supersession  owing 
to  improvements,  sometimes  called  obsolescence,  is  much 
more  difficult  to  determine  and  applies  more  to  some 
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industries,  especially  new  industries,  than  others — thus,  in 
the  case  of  electrical  undertakings  and  motor  industries  it 
would  be  a  most  serious  item,  and  should  be  substantially 
provided  for  in  estimating  the  length  of  life  of  productive 
plant  engaged  in  these  and  the  like  industries  ;  whereas  in 
other  undertakings,  as,  for  instance,  waterworks,  there 
seems  no  great  danger  to  be  apprehended  from  this  cause. 

Suggested  Statutory  Register  of  Plant. — Having  regard 
to  the  enormous  interests  and  responsibilities  involved,  I 
suggest  that  every  joint-stock  or  municipal  trading  under- 
taking should  be  required  by  statute  to  keep  a  Regi^ster  of 
Plant,  in  which  the  year  of  purchase  and  cost  of  each  of 
the  various  classes  of  productive  plant  in  which  capital  is 
invested  should  be  recorded  under  proper  heads.  There 
would  be  no  difficulty  in  this  from  the  clerical  point  of 
view,  even  if  there  are  hundreds  of  different  classes  of 
productive  plant  owned  by  one  undertaking.  It  simply 
requires  the  provision  of  proper  equipment. 

Check  upon  Doubtful  Methods. — Such  a  register  would  be 
a  most  valuable  check  upon  doubtful  financial  methods 
where  doubtful  methods  exist.  Each  undertaking — for  I 
prof)ose  that  this  should  apply  only  to  companies  regis- 
tered under  the  Joint  Stock  Companies  Acts,  and  to 
municipal  trading  concerns — might  be  called  upon  to 
show  that  it  had  provided  in  its  Revenue  Account  each 
year  a  sum  for  renewals  amoimting  to  not  less  than  that 
necessary,  acc<»'ding  to  the  declared  length  of  life  appear- 
ing in  this  Statutory  Register  of  Plant,  in  addition  to 
charging  revenue  with  all  repairs  and  partial  renewals 
which  would  be  settled  by  standard  schedules. 

Responsibility  for  Declaration  of  Economic  Life  Period. — 
A  company  or  municipality  might  declare  the  economic 
life  of  each  of  its  various  classes  of  plant  as  being  any 
period  it  pleased,  from  two  years  to  one  hundred  years ; 
but  if  a  motor  omnibus  company,  for  instance,  declared 
the  life  of  the  chassis  of  its  motor  omnibuses  to  be  one 
hundred  years,  and  so  had  to  provide  out  of  revenue  only 
I  per  cent,  of  the  original  outlay  on  these,  it  would  of 
course  stand  self-condemned,  and  certainly  no  engineer  or 
other  official  of  the  company  responsible  for  declaring  the 
efficient  economic  life  period  would  be  found  to  certify 
such  a  statement.  If  some  such  system  came  in<to  use  a 
kind  of  standard  for  each  sort  of  undertaking  would 
speedily  be  established,  and  we  should  get  rid  of  the  extra- 
ordinary state  of  affairs  which  at  present  allows  profits  to 
be  computed  and  dealt  with  without  making  any  provision 
whatever  for  depreciation  or  expired  outlay  on  productive 
plant. 

Contents  of  Register  of  Plant, — It  would  be  compulsory 
to  record  in  the  Statutory  Register  of  Plant,  under  suit- 
ably classified  heads,  the  date  of  purchase  and  original 
cost  of  all  that  productive  plant  the  natural  or  customary 
units  of  which  (or  group  of  minor  units  where  the  annual 


value  of  the  class  is  not  ascertained  by  stocktaking)  cost 
more  than  a  certain  sum  to  be  fixed  by  statute,  and  the 
efficient  economic  life  of  which  is  declared  to  be  more  than 
a  certain  period,  also  to  be  fixed  by  statute.  These  units 
of  productive  plant  would,  if  movable,  bear  an  identifica- 
tion number,  or  if  fixed  they  would  be  so  described  in  the 
Statutory  Register  of  Plant  that  identification  would 
always  be  easy,  and  it  would  be  possible  at  any  time  to 
say  how  much  of  the  original  outlay  thereon  had  then 
expired  as  measured  by  the  declared  length  of  life.  What 
are  natural  or  customary  units  of  productive  plant  I 
propose  to  discuss  later  on  in  this  paper. 

Register  of  Plant  open  to  Inspection  of  Shareholders  and 
Ratepayers. — I  would  have  this  Register  of  Plant  open  to 
the  inspection  of  bond  fide  shareholders  holding  shares  of 
the  nominal  value  of  ;^ioo  and  upwards,  whose  names  had 
been  on  the  register  of  shareholders  for  three  months  and 
upwards,  and  in  the  case  of  municipal  trading  concerns  I 
would  have  it  open  to  any  ratepayer.  Companies  and 
municipal  bodies  might,  of  course,  if  they  wished,  extend 
the  principle  of  the  Register  of  Plant  to  the  keeping  of  the 
records  of  productive  plant  of  a  denomination  below  the 
statutory  value  and  length  of  economic  life;  but  this 
would  be  optional.  Any  of  the  various  methods  of  pro- 
viding for  depreciation  might  still  be  employed  by  com- 
panies and  municipal  bodies,  but  it  would  lie  upon  them 
to  show  the  reasonable  sufficiency  of  their  provision  as 
measured  by  their  own  declared  standard. 

Convenient  Form  for  Register  of  Plant. — A  convenient 
form  for  a  Register  of  Plant  is  a  loose-leaf  book  of  suitable 
size  having  pages  allotted  to  each  class  of  productive  plant, 
each  page  ruled  with  twelve  separate  cash  columns,  one 
for  each  year,  each  page  being  headed  with  a  description 
of  the  productive  plant,  and  the  declared  length  of  life  in 
years,  and  having  a  space  for  the  signatures  of  the  officials 
responsible  for  declaring  that  length  of  life.  In  making  up 
the  financial  accounts  at  the  end  of  each  year,  the  original 
or  renewal  outlay  during  the  year  on  each  class  of  pro- 
ductive plant  as  shown  by  the  ordinary  financial  Ledgers 
is  transferred  in  total  to  the  appropriate  page  and  column 
for  the  particular  year  in  the  Register  of  Plant.  A  half- 
year's  depreciation  is  then  deducted  therefrom,  which, 
added  to  the  one  year's  depreciation  deducted  from  each 
of  the  still  unexpired  amounts  appearing  in  the  previous 
columns,  enables  the  total  provision  for  depreciation  on 
that  particular  class  of  plant  for  the  year  to  be  ascertained 
a,nd  transferred  to  a  summary  sheet.  The  totals  of 
{a)  Capital  Outlay,  (b)  Depreciation,  and  {e)  Balance, 
increasing  or  decreasing  the  unexpired  capital  outlay  for 
each  class  of  productive  plant,  will  be  ultimately 
abstracted  from  each  of  the  current  class  summary  sheets 
to  a  general  summary  for  the  year,  the  Depreciation 
column  of  this    general    summary    showing  the   amount 
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necessary  to  be  oharged  to  Revenue  Account  for  the  year 
before  any  profit  can  result.  Many  years'  history  of 
hundreds  of  different  classes  of  productive  plant  can  be 
recorded  in  a  register  of  this  kind  without  any  confusion ; 
and  if,  during  the  life  of  any  class  of  productive  plant,  it  is 
found  in  the  light  of  subsequently  acquired  knowledge  the 
original  estimate  was  either  over  or  under  the  mark,  this 
can  be  adjusted,  and  effect  given  to  it  so  as  to  provide  for 
the  then  unexpired  balance  appearing  in  the  register  being 
written  off  over  any  altered  remaining  period.  Thus  an 
effective  review  or  survey  of  the  financial  position  of  an 
undertaking  keeping  a  systematic  record  of  this  kind 
could  be  carried  out  periodically  with  considerable  pre- 
cision, and  effect  given  to  any  altered  conditions  of  some 
of  the  classes  of  productive  plant  by  suitably  modifying 
the  economic  life  period  in  the  Register  of  Plant  to  meet 
the  new  circumstances,  and,  further,  there  would  be  a 
permanent  record  of  this  always  available.  Specimen 
sheets  of  the  Register  of  Plant  and  entries  therein  will  be 
found  in  the  appendix. 

Jloose  Tools  and  Utensils. — Productive  plant,  which  I 
have  defined  as  comprising  all  perishable  material  property 
owned  by  an  undertaking,  other  than  that  primarily 
intended  for  resale,  includes  loose  tools  and  utensils,  and 
precisely  what  these  are  should  be  defined  by  schedule  to 
be  settled  according  to  the  circumstances  of  each  case. 
The  existing  value  at  any  tin^  of  these  loose  tools  and 
utensils  can  best  be  ascertained  by  an  annual  count  and 
inventory  on  the  same  lines  as  the  annual  stocktaking  of 
goods  which  are  intended  for  resale.  All  outlay  both  for 
renewal  and  repair  of  loose  tools  and  utensils  should 
therefore  be  charged  to  the  Revenoie  Account  of  the  year 
in  which  it  is  incurred,  subject  to  adjustment  of  stock 
values  at  the  beginning  and  end  of  the  year.  This  should 
be  shown  as  a  separate  item  or  items  in  the  Revenue 
Account. 

Other  Productive  Plant, — All  productive  plant,  save  that 
which  is  dealt  with  as  loose  tools  and  utensils,  should  be 
classified  and  recorded  in  the  Register  of  Plant,  showing 
the  year  of  purchase  and  the  original  cost.  The  character- 
istic common  to  this  productive  plant  is  that  the  original 
cost  will  be  found  to  be  a  payment  made  in  order  to  secure 
future  advantages  in  revenue  earning,  and  therefore,  to  the 
extent  that  it  is  a  payment  in  advance,  is  not  properly 
chargeable  to  the  Revenue  Account  of  the  year  in  which 
it  is  incurred.  For  this  reason  it  demands  careful  record 
and  suitable  subsequent  treatment. 

Depreciation,  not  Cost,  is  chargeable  to  Revenue  Account, — 
The  original  cost  of  all  productive  plant  whenever  pur- 
chased should  always  be  kept  out  of  Revenue  Account, 
which  will,  however,  in  lieu  thereof,  be  inexorably  charged 
each  year  with  a  sum  to  cover  the  part  expiring  within  the 
year  of  all  such  advance  payments.   This  charge  should  be 


shown  separately  in  the  books  of  the  undertaking,  ar.d  in 
the  Revenue  Account  presented  for  the  consideration  of  the 
directors.  Personally,  I  think  it  should  be  shown 
separately  on  the  published  accounts,  but  this  is  a  matter 
to  be  settled  according  to  the  circumstances  of  each 
particular  case. 

Repairs  and  Partial  Renewals  are  chargeable  to  Revenue 
Account, — Besides  the  annual  charges  to  Revenue  Account 
represented  by  the  adjusted  expense  of  loose  tools  and 
utensils,  and  the  expired  outlay  on  other  productive  plant, 
as  measured,  there  will  be  the  cost  of  repairs  and  partial 
renewals  of  this  other  productive  plant  to  be  charged  to 
Revenue  Account,  and  this  should  also  be  shown 
separately,  for  the  information  of  the  directors,  and  I 
think  it  should  be  shown  in  the  published  accounts. 

Schedules  of  Renewals  and  Partial  Renewals. — ^That  most 
difficult  question — which  is  common,  however,  to  all 
methods  of  accounting — as  to  what  are  renewals,  the  cost 
of  which  must  not  be  charged  to  the  year's  Revenue 
Account,  and  what,  on  the  other  hand,  are  partial 
renewals,  the  cost  of  which  will  come  out  of  the  revenue  of 
the  year  in  which  it  is  incurred,  depends  upon  the  par- 
ticular class  of  undertaking,  and  can  best  be  settled  by 
means  of  standard  schedules  prepared  after  careful  con- 
sideration with  the  co-operation  of  the  engineers'  and 
accountants'  departments. 

Natural  or  Customary  Unit  of  Productive  Plant. — ^What 
i^  a  unit  of  productive  plant — or,  as  I  have  called  it,  a 
natural  or  customary  unit — must  be  determined  in  each 
case  by  the  nature  of  the  particular  undertaking ;  thus,  the 
original  cost  of  construction  of  a  railway  station  would  be 
one  unit,  but  railway  stations  would  be  divided  into 
different  classes  according  to  the  nature  of  their  construc- 
tion and  consequent  probable  economic  life.  A  steamship 
would  seem  to  be  a  natural  unit,  but  the  efficient  economic 
life  of  the  engines,  boilers,  and  hull  may  all  differ,  so  that 
for  the  purpose  of  record  in  the  Register  of  Plant  this  pro- 
perty would,  probably  by  custom,  be  divided  under  not  less 
than  three  heads  or  classes;  similarly  with  the  motor 
omnibus,  if  the  chassis  has  a  shorter  economic  life  than 
the  coach  body  it  would  be  an  easy  matter  to  record  the 
cost  under  two  heads  instead  of  one. 

Renewal  or  Reconstruction  of  Railway  Stations, — Sup- 
posing the  cost  of  a  railway  station,  which  was  recorded 
with  others  of  the  group  having  an  estimated  economic  life 
of  fifty  years,  to  have  been  originally  j^S.ooo,  and  that  at 
the  end  of  thirty  years  the  station  is  partially  pulled  down 
and  a  new  one  built,  the  new  expenditure  being  double  the 
cost  of  the  origirtal  station,  or  ;^io,ooo,  it  would  be 
possible  to  say  definitely  that  ;f  3,000  had  been  taken  out  of 
revenue  during  the  thirty  years  for  expired  outlay  on  the 
original  station,  the  life  of  which  had  been  estimated  at 
fifty  years,  and  it  might  then  be  determined  either  to  write 
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o£f  the  remaining  ;f  2,000  in  whole  or  in  part  over  the  next 
few  years,  or  to  add  it  to  the  ;^i 0,000  new  expenditure,  and 
immediately  thereafter  Revenue  Account  would  begin  to 
contribute  annually  to  the  reduction  of  the  new  total  of 
;f  12,000.  Again,  if  a  railway  company  decided  to  recon- 
struct and  greatly  enlarge  a  terminal  station,  and  the  total 
reconstruction  and  enlargment  cost  a  million  pounds,  it 
might  be  determined  that,  taking  all  known  facts  and  pro- 
babilities into  consideration,  the  efficient  economic  life  of 
the  station  should  be  fixed  at  one  hundred  years,  and  this 
would  involve,  in  addition  to  dealing  wilfc  any  balance  of 
cost  of  the  original  station,  the  charging  to  Revenue 
Account  of  an  annual  sum  of  ;f  10,000;  or  if  it  was  deter- 
mined that  the  efficient  economic  life  should  be  declared 
at  fifty  years,  then  ;^2o,ooo  per  annum  would  be  charged  to 
Revenue  Account,  and  would  become  part  of  the  operative 
expense  under  the  head  of  Depreciation,  the  operative 
expense  also  including  the  cost  of  all  structural  and  other 
repairs  which  would  be  charged  under  the  head  of  Repairs 
and  partial  renewals  in  the  years  they  were  incurred, 
except  in  the  case  of  extensive  repairs  like  repainting  of  the 
ironwork,  which  might,  if  desired,  be  recorded  in  the 
Register  of  Plant  and  spread  over  the  ten  or  twelve  years 
or  other  period  during  which  the  benefit  was  expected  to 
extend. 

Depreciation  Charge  is  not  Annual  Value,  but  a  Charge 
against  Inevitable  Decay. — The  charging  of  ;^io,ooo  or 
;^20,ooo  per  annum  to  revenue  is,  of  course,  not  intended 
to  represent  the  annual  value  of  the  station,  but  stands  only 
for  the  inevitable  decay  of  the  structure,  which  forms  part 
of  the  operative  expenses  of  the  undertaking,  whether  it  be 
so  recorded  or  not.  The  habit  of  considering  new  ventures 
in  the  light  of  the  probable  length  of  the  economic  life  of 
the  productive  plant  represented  by  the  capital  outlay  is  a 
good  one,  as  it  often  shows  that  the  future  prospects  are 
by  no  means  so  sound  as  they  otherwise  may  appear  to 
be ;  and  if  it  should  be  found,  in  looking  at  the  matter  in 
this  way,  that  Revenue  Account  cannot  take  the  necessary 
annual  burden,  the  inevitable  conclusion  is  that  the  under- 
taking is  not  really  on  profit-earning  lines. 

Present  Practice  of  Railway  Companies, — The  practice 
largely  adopted  by  railway  companies  of  charging  the  cost 
of  renewals  to  the  Revenue  Account  of  the  year  when  the 
outlay  is  incurred  depends  for  its  efficiency  upon  the 
strictness  with  which  it  is  carried  out,  and  an  examination 
of  the  accounts  of  English  railway  companies  in  recent 
years  shows  that  very  large  sums  have  been  charged  to 
revenue  in  respect  of  renewals,  so  that  substantial  pro- 
vision has  been  made,  although,  I  venture  to  think,  by  a 
wrong  method.  Again,  under  this  method  it  is  always 
possible  for  a  sanguine  temperament,  especially  in  years 
when  the  Revenue  Account  shows  a  lean  result,  to  regard 
too  large  a  proportion  of  oixtlay  on  productive  planit  as  in 


the  natugro  of  extensions  and  improvements,  and  so  as 
being  properly  chargeable  to  capital ;  and  directors  are  of 
necessity  largely  dependent  upon  the  advice  of  officials  in 
these  matters,  having  no  independent  gauge  or  measure  to 
enable  them  to  form  an  opinion  as  to  whether  a  well- 
settled  and  sound  policy  is  being  pursued  with  the  same 
strictness  whether  the  results  of  the  year  be  good  or  bad. 
The  statutory  form  of  railway  accounts  makes  no  distinc- 
tion between  the  cost  of  actual  renewals  of  productive 
plant  and  the  cost  of  repairs  and  partial  renewals,  both 
being  grouped  together  under  such  heads  as  ^  Maintenance 
and  Renewal"  or  "Repairs  and  Renewals,"  and  it  is 
impossible  to  judge  whether  sufficient  provision  is  made 
or  to  compare  the  amount  of  depreciation  with  the  amount 
remaining  invested  in  productive  plant. 

Of  sets  to  increase  in  Cost  of  "Repairs  in  later  years* — It 
may  be  objected  that  the  chaiging  to  Revenue  Account  of 
an  equal  instalment  of  the  original  cost  of  plant  each  year, 
as  well  as  of  the  cost  of  repairs  and  partial  renewals  as 
paid,  will  unduly  burden  the  Revenue  Accotmts  of  the 
later  years  of  the  productive  life  of  tihe  plant ;  but  it  should 
not  be  overlooked  that  against  this  there  is  to  be  set  the 
fact  that  money  odginally  locked  up  in  the  puchase  of 
this  productive  plant  is  being  gradually  released  and  will 
find  profitable  employment  either  in  the  undertaking  or  by 
investment  in  outside  securities,  and  the  income  resulting 
will  come  to  the  Revenue  Account.  Again,  in  a  large 
undertaking  the  annual  expenditure  on  repairs  and  partial 
renewals  averages  itself  in  a  remarkable  way.  I  am  not 
sure,  however,  that  it  would  not  be  an  advantage  that  the 
burden  of  extensive  repairs,  which  may  be  necessary  when 
a  particular  class  of  plant  is  becoming  decrepit  or 
obsolete,  should  tend  to  fall  heavily  on  revenue  at  that 
time,  thus  forcibly  calling  attention  to  the  need  of 
replacing  this  by  modern  and  up-to-date  plant. 

Employment  of  Money  set  aside, — ^In  the  case  of  some 
undertakings  it  will  be  uiged  that  to  constantly  set  aside 
sums  out  of  the  gross  revenue  each  year  to  meet  expendi- 
ture on  renewals  which  will  not  have  to  be  met  for 
perhaps  a  number  of  years,  would  be  most  inconvenient 
and  would  embarrass  the  undertaking  with  susplus  money, 
which  could  not  be  properly  employed,  and  which  share- 
holders would  be  clamouring  for  as  dividend.  This  would 
not  happen  in  the  case  of  most  large  undertakings,  because 
considerable  sums  of  money  are  required  every  few  years 
for  actual  renewals  of  the  difiEerent  classes  of  plant ;  or, 
again,  in  the  case  of  an  increasing  undertaking  requiring 
additional  plant,  the  money  so  detached  from  revenue 
would  be  very  usefully  employed  in  the  purchase  ol  this 
additional  plant,  but  otherwise  it  would  be  necessaiy  to 
invest  the  surplus  moneys  in  safe  securities  and  to  be 
conteot  with  the  interest  earned  theceon. 
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Electric  Tramway  Z7ndcrtaking. — I  have  prepared  par- 
ticulaxs  of  the  outlay  on  productive  plant  of  an  electric 
tramway  undertaking  covering  a  period  of  twelve  )rears, 
and  these  transactions,  as  worked  out  in  detail  in  the 
Register  of  Plant,  are  sumnnarised  below:  — 


Capital  Ouday 


Annual 

Depreciation 

Provision 


Year's  Increase 

in  Balance 
of  Unexpired 
Capital  Outlay 


£ 

s 

d 

1895 

88,000 

0 

0 

1896 

34,500 

0 

0 

1897 

19,500 

0 

0 

1898 

8,500 

0 

0 

1899 

7,375 

0 

0 

X900 

1,850 

0 

0 

X90Z 

7,350 

0 

0 

1902 

3,450 

0 

0 

1903 

2,690 

0 

0 

1904 

7.650 

0 

0 

1905 

29.500 

0 

0 

X906 

14,040 

6 

0 

£     s 
3,097    X  : 
7,705  10 
9,891  13  ] 


10,928    4    I 


£       s  d 

84,902  18  z 

26,794    9  4 

9,608    6  2 


Year's  Decrease 

in  Balance 
of  Unexpired 
Capital  Outlay 


s    d 


121,305  13    7 


",564  4 
11,9x3  z8 
X2,297  8 
12,743  9 
xo,930  17 
9.732    3 


10,918    8  XI 
12,682    5    2 


£224,405    6    o     3C124.405    6    o 


Balance  of  Unexpired  Capital 
Outlay         


18,581   XX      X 

1,358    o  10 


2,4»8    4 

xo,o63  18 
4,947    8 
9.293    9 
8,240  17 
2,082    3 

I 

5 

2 
3 
3 
7 
9 

41,245    5 

6 

I      100,000     o     o 


£141,245    5    6    I  £141,245    5    6 


This  shows  that  the  undertaking  was  started  in  the  year 
1895,  by  the  end  of  which  year  the  outlay  on  productive 
plant  amounts  to  ;f88,ooo,  and  the  depreciation  provision 
amounts  to  ;f3)097,  being  one-half  of  a  full  year*s  allow- 
ance. For  the  next  two  years  there  was  a  further  outlay 
on  productive  plant,  and  at  the  end  of  the  year  1897  ^^^ 
balance  of  unexpired  outlay  on  productive  plant  amounted 
to  ;^i  21,305  13s.  7d.  For  the  next  seven  years,  to  the  end 
of  1904,  the  yearly  outlay  on  renewals  of  productive  plant 
amounts  to  considerably  less  than  the  depreciation  pro- 
vision ;  so  that  upwards  of  ;^40,ooo  of  the  original  outlay, 
for  which  a  capital  of  about  ;^i2o,ooo  was  required, 
becomes  gradually  liquidated,  and  would  have  accumu- 
lated in  hand  in  the  form  of  cash  or  securities.  In  the 
year  1905,  however,  ;^29,5oo  was  spent  on  renewals,  con- 
sisting principally  of  ;f  2 1,000  for  renewal  of  track,  and  in 
the  year  1906  ;^i4,04o  6s.  was  spent,  consisting  again  prin- 
cipally of  ;^i3,ooo  for  renewal  of  track ;  so  that  by  the  end 
of  1906  the  balance  of  unexpired  capital  outlay  on  produc- 
tive plant  had  increased  from  about  ;f 80,000,  at  which  it 
would  have  stood  at  the  end  of  1904,  to  ;^ioo,ooo.  It  will 
be  noticed,  on  examining  the  Depreciation  column  above, 
that  the  annual  depreciation  for  the  years  1903,  1904,  and 
1905  has  fallen  somewhat,  and  this  is  caused  by  the  fact 
that  the  track  work,  the  life  of  which  was  estimated  as 
being  only  7.7  years,  turned  out  to  have  a  life  of  ten  years, 
for  it  was  not  until  the  year  1905  that  I  have  supposed  it 
had  to  be  renewed.  In  practice  this  might  have  been 
easily  adjuste'3  as  soop  as  it  was  seen  by  the  engineers  that 


the  track  was  likely  to  be  efficient  for  more  than  7.7  years. 
The  rates  of  depreciation  I  have  used  arc  taken  from 
**  Electric  Railways  and  Tramways,"  published  by  Mr. 
Philip  Dawson,  in  which  he  gives,  as  the  results  of 
extended  study  of  street  railway  conditions  in  America,  the 
following  table  of  allowances  for  depreciation  :  — 

Per  cent. 

Boilers  8  —  10 

Turbines         7  —    9 

Transformers 5  —    6 

Cars 4  —    6 

Track  Work 7—13 

Buildings        i  —    2 

Overhead  System 3  —    8 

I  have  taken  the  heaviest  figure  of  depreciation  in  each 
case. 

Municipal  Trading  and  Depreciation, — Some  refwence 
has  been  made  above  to  the  need  of  providing  depreciation 
in  the  case  of  municipal  trading  as  well  as  in  the  case  of 
other  trading  enterprises,  and  I  propose  to  examine  the 
results  of  the  tramway  undertaking  mentioned  above,  and 
to  consider  the  difference  involved  in  the  method  of  deal- 
ing with  the  profits  if  carried  on  by  a  limited  company  and 
by  a  municipal  authority  respectively. 

Case  of  Company. 

ELECTRIC    TRAMWAY    UNDERTAKING. 

Balance  Sheet,  December  31st  1906. 


£     s  d 

£      s  d 

To  Share  Capital— 

By  Way  and  Equip- 

X2o,ooo Snares  of  £x 

ment- 

each          . .        . .  120,000  0  0 

Balance  of  Un- 

expired Capital 

Outlay..        ..   xoo,ooo  0  0 

•    Land         ..                 2.000  0  0 

,    Investments       ..     20,000  0  0 

,   Stores,    Tools, 

Debts,  and  Cash      3,000  0  0 

£x23,ooo  0  0 

£i2S.ooo  0  0 

Revenue  Account  for  Year  1906. 


To  Depreciation  or 
Expired  Outlay  on 
Productive     Plant 

(say) X2,682 

.  Balance  of  Profit  . .     7,200 


s  d 


£19,882  o  o 


£      s  d 
By  Credit  Balance  for 
the  Year  after  chaxK- 
ing  Cost  of  Repairs 
and  Partial  Renewals  19,882  o  o 


£19,882  o  o 


Case  of  Company. — This  will  allow  of  a  dividend  of  5 
per  cent,  bein^  paid  on  the  ^are  capital,  and  the  sum  of 
;^i,2oo  being  eitiher  carried  forward  or  placed  to  the  credit 
of  a  General  Reserve  Account,  against  possible  diminution 
of  profits  in  subsequent  years. 

Case  of  Municipality. — If  this  had  been  a  municipal 
undertaking  and  the  money  had  been  raised  by  a 
municipal  loan  at  3  per  cent.,  repayable  in  thirty  years, 
then,  in  order  to  provide  for  the  repayment  of  the  loan  out 
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of  profils  at  tbe  end  of  thait  time,  it  would  have  been 
necessary  to  deal  with  the  annual  profits  as  undei :  — 

Sinking  Fund  Provision  for  Repayment  of  Loan, 
assuming  Investment  at  3I  per  cent,  com- 
pounded yearly ^2,325 

Interest  on  Loan  at  3  per  cent 3.600 

Balance  of  Profit  available  for  the  Relief  of  Rates  1,275 

Sinking  Fund  Controversy. — There  is  much  controversy  as 
to  whether  the  annual  sinking  fund  provision  for  repay- 
ment of  loan  is  payable  out  of  true  profits  (that  is,  after 
providing  for  depreciation  or  expired  outlay  on  produc- 
tive plant)  or  out  of  the  balance  of  Revenue  Account 
before  providing  for  depreciation,  and  under  the  difficult 
circumstances,  the  view  of  the  Local  Govenmient  Board  is 
believed  to  be  that  the  repayment  period  should  be  fixed 
w«ll  within  the  economic  life  of  the  productive  plant ;  that 
is  to  say,  should  involve  the  annual  setting  aside  of  a  sum 
rather  more  than  sufficient  to  renew  the  plant  at  the  end 
of  its  economic  life,  that  being  apparently,  in  the  present 
state  of  the  law,  the  utmost  limit  to  which  they  can  extend 
their  control. 

E forts  of  I/fcal  Government  Board. — By  this  means  the 
Local  Government  Board  are  endeavouring  to  ensure  that 
the  annual  sinking  fund  instalments  shall  at  least  provide 
a  sum  sufficient  to  repay  the  loans  by  the  end  of  the 
economic  life  of  the  productive  plant ;  for  under  the 
present  state  of  the  law  there  is  no  guarantee  whatever 
that  municipalities  will  set  aside  out  of  gross  revenue  a 
sufficient,  or  any,  sum  to  meet  that  part  of  the  operating 
expense  which  consists  of  depreciation  or  expired  outlay, 
and  the  Local  Government  Board  have  been  striving  to 
shorten  the  loan  periods  with  this  object,  at  the  same 
time  having  to  acquiesce  in  the  view  that  a  setting  aside 
to  repay  the  loan  on  this  basis  sufficiently  complies  with 
the  requirements  of  the  law. 

Undesirable  Duties  for  a  Government  Department. — It 
seems  undesirable  that  a  Government  Department  should 
be  compelled,  or  indeed  permitted,  to  take  the  responsi- 
bility of  endeavouring  to  fix  the  length  of  the  economic 
life  of  these  numberless  different  classes  of  productive 
plant,  upon  which  so  many  millions  sterling  are 
expended.  This  responsibility  ought  to  be  assuimed  by 
means  of  statutory  declarations  by  qualified  engineer 
officers  of  the  municipality,  who  with  the  people's  elected 
representatives  will  be  responsible  to  the  ratepayers ;  or  if 
there  is  no  qualified  engineer  employed  by  a  particular 
municipality,  then  the  declarations  should  be  made  by 
some  professional  engineer  of  repute.  The  Local  Govern- 
ment Board  would  then  be  in  possession  of  some  data 
upon  which  to  fix  the  amount  of  the  annual  sinking  fund 


instalments  if  it  was  desired  that  these  should  mature 
before  llhe  end  of  the  economic  life  of  the  productive  plant, 
so  that  they  may  at  least  equal  the  necessary  provision 
for  depreciation.  The  Local  Government  Board  does  net 
sanction  all  loans  connected  with  municipal  trading; 
tramway  loans  being  sanctioned  by  the  Board  of  Trade, 
and  loans  connected  with  electric  undertakings  in  London 
being  settled  between  the  Treasury  and  the  London 
County  Council.  This  lack  of  central  control  miust  often 
be  very  inconvenient,  and  it  cannot  conduce  to  uniformity 
of  practice  in  these  important  matters. 

Danger  of  Present  State  of  Affairs. — Notwithstanding  the 
efforts  of  the  Local  Government  Board,  it  is,  I  think, 
admitted  that  the  repayment  period  of  loans  is  in  many 
cases  much  longer  than  the  economic  life  of  the  produc- 
tive plant  for  which  the  money  was  borrowed ;  and  in 
these  cases  I  would  urge  that  municipal  authorities  should 
chaige  their  Revenue  Account  with  a  sufficient  provision 
for  depreciation  to  pay  for  ultimate  renewals,  keeping  the 
record  of  thds  in  the  books  quite  distinct  from  sinking  fund 
transactions,  the  money  required  annually  for  which 
could  then  always  be  taken  out  of  the  larger  sums  so 
retained  out  of  gross  revenue  to  meet  the  cost  of  renewal 
of  the  plant.  The  result  of  such  action  would  be  that  at 
the  ternunation  of  the  life  of  the  productive  plant  a 
sufficient  sum  would  have  been  taken  out  of  gross  revenue 
to  replace  this  productive  plant,  but  a  portion  of  this  sum 
would  have  beem  invested  in  outside  securities  to  n»et  the 
smaller  sinking  fund  requirements  against  the  ultimate 
payment  off  of  the  original  loan.  It  would  then  probably 
be  necessary,  in  order  to  renew  the  productive  plant,  to  go 
to  the  Local  Government  Board  or  other  authority  to 
obtain  leave  to  use  the  sum  so  invested  in  outside  securi- 
ties, and  add  it  to  the  balance  of  the  sums  set  aside  for 
depreciation,  which  balance  would  exist  in  the  form  of 
cash  in  hand  or  liquid  investmedits.  This  would  mean  a 
new  arrangement  of  the  old  loan  with  a  readjustment  of 
the  period  for  repayment,  but  it  would  not  mean  the 
borrowing  of  any  further  money,  as  would  have  been  the 
case  if  Revenue  Account  had  only  been  debited  each  year 
with  the  amount  of  the  sinking  fund  instalment,  and  the 
whole  of  the  remaining  balance  of  the  Revenue  Account 
disposed  of  as  net  profit,  for  the  loan  repayments  extend 
to  thirty  years,  but  the  productive  plant  has,  in  the  case 
assumed — which  is  the  result  of  extended  study  by  an 
eminent  English  engineer — an  average  life  of  only  about 
ten  years,  and  at  the  end  of  that  ten  years  the  sinking  fund 
would  have  reached  a  sum  of  only  ;^27,274,  leaving  there- 
fore a  further  amount  of  ;^92,726  to  be  borrowed  in  order 
to  renew  the  original  plant,  and  thus  loan  may  be,  and  I 
fear  often  is,  unintentionally  heaped  upon  loan. 

Low  Interest  Payable  by  Municipalities. — ^We  have  .' 
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then,  how  the  Local  Government  Board  are  endeavouring 
to  make  the  best  of  a  very  diflScult  position ;  but  it  seems 
to  me  that  even  if  they  gradually  succeed  in  attaining 
nearer  to  their  object  of  fixing  the  date  of  repayment  of 
loans  well  within  the  period  of  the  efficient  economic  life 
of  the  plant,  we  are  still  far  from  being  on  sound  and 
businesslike  lines.  A  municipal  trading  enterprise  should 
be  able,  out  of  its  true  profits,  to  provide  the  low  interest 
at  which  municipalities  are  or  were  able  to  borrow,  as 
well  as  the  sum  necessary  to  effect  repayment  of  the  loan 
if  the  period  is  anything  like  thirty  years,  for  these  two 
charges  together  actually  amount  to  less  than  is  required 
to  pay  interest  at  the  rate  of  5  per  cent.,  which  is  the  lowest 
interest  an  ordinary  w«ll-managed  trading  concern  would 
have  to  pay ;  and  so  at  the  end  of  thirty  years,  by  apply- 
ing actually  the  same  sum  of  annual  profits,  the  municipal 
undertaking  finds  itself  free  of  debt,  and  therefore  with  no 
further  annual  payments  to  make  either  for  sinking  fund 
or  interest,  while  the  other  concern  still  owes  j^i  20,000  to 
debenture-holders  or  shareholders,  and  has  to  go  on  pay- 
ing the  full  annual  interest  at  the  rate  of  5  per  cent. 

Should  enable  Sinking  Fund  Contributions  to  be  set  aside 
out  of  True  Profits. — ^There  seems  nothing  unreasonable  in 
supposing  that  the  intention  of  the  Legislature  was  that, 
in  the  case  of  municipal  trading  concerns,  the  sinking  fund 
contributions  should  be  set  aside  out  of  profits ;  and  in 
such  a  case  there  would  be  at  the  end  of  the  thirty  years- 
supposing  the  undertaking  mentioned  above  had  been 
maintained  and  was  of  exactly  the  same  extent  at  that 
time — a  sum  of  jf  120,000  accumulated  in  outside  securities 
(out  of  annual  interest  saved  through  exceptionally 
favourable  borrowing  facilities)  available  to  pay  off  the 
whole  of  the  loan,  and  in  addition,  of  course,  there  would 
be  the  still  existing  tramway  and  equipment  remaining,  of 
the  value  of  ;f  120,000.  It  is,  however,  this  contention  that 
has  caused  a  good  deal  of  indignation  among  some  people, 
although  it  merely  means  that  the  municipality  would  be 
the  owners  free  of  debt  of  a  valuable  undertaking 
or  property,  just  as  they  would  be  the  owners  free 
of  debt  of  a  public  park  had  that  been  the  subject- 
matter  of  the  purchase  instead  of  an  electric  tram- 
way undertaking.  In  either  case  the  gradually  acquired 
possession  by  the  municipality  of  so  valuable  an  asset 
would  be  a  factor  constantly  tending  to  increase  the  value 
of  property  in  the  district  as  the  period  of  final  repayment 
approached  ;  so  that  it  is  scarcely  a  question  of  burdening 
one  generation  for  the  benefit  of  another. 

Proposed  Register  involves  no  Liability  upon  Directors. — 
I  do  not  suggest  that  any  liability  should  attach  to  direc- 
tors or  others  in  connection  with  the  proposed  Statutory 
Register  of  Plant,  except  that  a  company  or  municipal 
body  making   default   in   keeping    the    statutory  records 


would  be  subject  to  a  sufficient  penalty  during  the  con- 
tinuance of  the  default. 

Present  Neglect  is  becoming  a  National  Danger, — The 
assessment  with  substantial  accuracy  of  annual  net  profit 
or  loss  is  now  a  matter  of  vast  public  importance,  and  all 
the  necessary  factors  to  which  regard  must  be  had,  except 
thds  one  of  provision  for  depreciation,  have  received  care- 
ful attention.  The  factor  of  depreciation  constitutes  a  very 
large  part  of  the  operative  expense  of  most  industrial 
undertakings,  and  the  hopeless  state  of  chaos  into  which  it 
has  drifted  constitutes  a  grave  public  danger,  which  is  even 
assuming  the  dimensions  of  a  national  danger  in  these  days 
of  municipal  enterprises. 

More  Information  should  be  available, — The  proposed 
Statutoiy  Register  of  Plant  is  suggested  as  being  in  the 
nature  of  a  much  needed  guide  and  source  of  information, 
and  not  as  a  cramp  or  check  to  freedom  of  action.  It  would 
form  a  basis  for  discussion  between  partners  (shareholders 
or  ratepayers,  as  the  case  may  be),  who  ought  to  be  able 
to  obtain  some  definite  information  as  to  the  policy  pur- 
sued on  this  matter.  I  believe  it  would  tend  to  relieve 
directors  of  much  anxious  responsibility.  At  the  end  of 
the  first  year  of  a  new  undetrtaking,  for  instance,  the 
Register  of  Plant  might  show  that  the  depreciation  (or 
expired  outlay  on  productive  plant)  amounted  to  ;f  10,000 
for  the  year ;  but  the  directors  might,  perfiaps,  for  good 
reasons  under  certain  circumstances,  determine  to  pro- 
vide nothing  at  all  out  of  the  gross  revemie  of  the  first 
year.  Shareholders  would  have  access  to  the  Register  of 
Plant,  and,  assuming  the  directors*  policy  was  not 
notoriously  unwise,  the  directors  would  have  the  support 
of  the  body  of  shareholders  behind  them.  More  informa- 
tion would  be  available  for  both  directors  and  shareholders 
than  at  present,  and  that  is  what  I  am  anxious  to  secure  by 
means  of  a  Statutory  Register  of  Plant.  If  it  is  not  com- 
pulsory it  will  be  neglected  in  the  very  cases  where  it  is 
most  needed. 

Register  might  be  Compulsory  on  New  Undertakings 
only. — Such  a  Register  of  Plant,  if  made  obligatory  on  all 
new  joint-stock  and  municipal  industrial  undertakings, 
would  not,  I  think,  be  objectionable  to  the  great  body  of 
able  and  honest  directors,  who  might  even  welcome  it  as  a 
help  to  them,  and  it  would  certainly  be  of  assistance  to 
those  who  are  now  unaware  of  the  importance  of  this 
matter.  In  tfie  case  of  existing  undertakings,  the  use  of  a 
Register  of  Plant  might  be  left  as  a  voluntary  question,  as 
there  would  be  great  difficulty  in  obtaining  a  basis  to 
start  upon,  besides  many  more  serious  objections  which 
may  exist  in  the  case  of  old  undertakings. 

Present  Methods  may  be  improved. — It  will,  I  think, 
doubtless  be  felt  by  many  that  my  suggesticMis  are 
impracticable ;  but  I  am  convinced  that  this  is  not  so,  and 
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that  much  may  be  done  to  improve  present  methods,  con- 
sistiiig  as  they  often  do  partly  of  spasmodic  allocatioiis  of 
Revenue  Account  balances  to  Reserve  Accounts  to  meet 
requirements  of  really  unknown  extent,  and  partly  of  the 
rough-and-ready  apportionment  between  Capital  and 
Revenue  Accounts  of  large  outlays  on  combined  renewals 
and  extensions  which  must  be  allotted  in  sdme  way,  partly 
to  revenue,  as  represeoting  maintenance,  and  partly  to 
capital  expemdiiture,  as  being  for  bettennents,  involving  an 
anxious  responsibility  being  placed  upon  the  shoulders  of 
officials  who  have  no  very  definite  rules  to  guide  them ; 
whereas  if  a  settled  and  methodical  policy  be  laid  down 
it  will,  I  tibink,  be  found  that  although  the  efficient 
economic  life  of  any  class  of  productive  plant  is  a  matter 


upon  which  opinions  difBer  widely,  yet  there  is  an  outside 
limit  in  all  cases  beyond  which  no  one  would  be  found  to 
go,  and  if  even  this  ontside  limk  were  admitted  and  pro- 
vided for  out  of  revenue  a  great  improvement  over  the 
present  condition  of  affairs  would  ensue. 

Recognition  of  Necessity  for  "Reforms, — ^The  Statist  of 
February  16  1907,  in  an  article  reviewing  the  condition  of 
trade,  says:  ** Lastly,  we  would  remind  the  reader  that 
**  during  the  past  seven  or  eight  years  there  has  been  a  great 
''awakening  in  this  country.  Manufacturers,  railway 
"  directors,  even  bankers,  all  recognise  the  necessity  for  far- 
-reaching reforms,  the  obtaining  of  assistance  from 
"  science,  and  greater  energy  and  enterprise  which  unques- 
'tiooably  is  of  happy  augury  for  the  future." 
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RsGisTBR  OF  Productive  Plant. 
Description  of  Productive  Plant :  Track  Work. 

Length  of  Efficient  Economic  Life :  7*7  years  (equal  to  13  per  cent.). 

Date  of  Declaration Declared  by 
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Register    of    Productive    Plant. —  Summary. 

Description  of  Productive  Plant :  Track  Work. 

Length  of  Efficient  Economic  Life:  77  years  (equal  to  13 

per  cent.). 
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Overhead  System.. 

4,000 

0    0 

880    0 

0 

+  3,120    0    0 

34,500 

0     0 

7.705  10 

8 

+26,794    9    4 

Annual  Summaries  (conUnntS^. 
Section Shut. 


1898 
Boilers 
Turbines    . . 
Transformers 
Cars . . 
Track  Work 
Buildings    . . 
Overhead  System 


„  .1       '^ 
Boilers 

Turbines    . . 

Transformers 

Cars . . 

Track  Work 

Buildings    . . 

Overhead  System , 


1900 

Boilers 
Turbines    . . 
Transformers 
Cars.. 
Track  Work 
Buildings    . . 
Overhead  System 


1901 
Boilers 
Turbines    . . 
Transformers 
Cars . . 
Track  Work 
Buildings   . . 
Overhead  System 


1902 
Boilers 
Turbines    . . 
Transformers 
Cars . . 
Track  Work 
Buildings   .. 
Overhead  System 


Boilers 
Turbines    . . 
Transformers 
Cars . . 
Track  Work 
Buildings   . . 
Overhead  System 


-  i,o6a  10 

-  3i3    6 

-  301    4 


1,000 

0 

0 

3.403  13 

I 

-  2,403  13    1 

350 

0 

0 

4,529    4 

3 

-  4.179    4    3 

540  0 

0 

-      540    0    0 

" 

1,244  0 

0 

-  1,244    0    0 

1,850 

0 

° 

11,913  18 

2 

-10,063  x8    2 

500 

0 

0 

1,087  10 

0 

—      587  10    0 

3,750 

0 

0 

1,024  15 

5 

+  2,725    4    7 

301    4 

2 

-      301    4    2 

2,000 

0 

0 

3.494  0 

4 

-  1,494    0    4 

400 

0 

0 

4.577  18 

4 

-  4,177  z8    4 

540    0 

0 

-      540    0    0 

700 

0 

0 

1,272    0 

0 

-      57a    0    0 

7.350 

0 

0 

12,297    8 

3 

-  4,947    8    3 

1     1,500 

0 

0 

1,187  10 

0 

+      312  10    0 

1,193  13 

10 

-  1,193  13  10 

301     4 

2 

-      301    4    2 

3.554    5 

2 

-  3,554    5    2 

600 

0 

0 

4.642  16 

I 

-  4,042  16    I 

1,000 

0 

0 

550    0 

0 

+      450    0    0 

350 

0 

0 

1,314    0 

0 

-      964    0    0 

3,450 

0 

0 

12.743    9 

3 

-  9,293    9    3 

500 

0 

0 

1,287  10 

0 

—      787  10    0 

750 

0 

0 

1.227     9 

6 

-      477    9    6 

301     4 

a 

—      301    4    2 

3,554    5 

3 

-  3.554    5    2 

440 

0 

0 

2,632    8 

9 

—  2,19a    8    9 

560    0 

0 

—      560    0    0 

1,000 

0 

0 

1,368    0 

0 

-      368    0    0 

2,690 

0 

0 

10,930  17 

7 

-  8,340  17    7 

■~" 

^** 
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Annual  Summaries  (continued). 
Section Shut 


Boilers 
Turbines    . . 
Transformers 

Cars 

Track  Work 
Buildings  . . 
Overhead  System . 


1905 
Boilers 
Turbines    . . 
Transformers 
Cars.. 
Track  Work 
Buildings   .. 
Overhead  System . 


1906 
Boilers 
Turbines    . . 
Transformers 

Cars 

Track  Work 
Buildings  . . 
Overhead  System. 


Capital  Outlay 


£      s    d 
3.750    o    o 


3,000    o    o 
900    o    o 


7,650    o    o 


1,750    o    o 
5,000    o    o 


21,000    o    o 

1,500    o    o 

aso    o    o 


29,500    o    o 


250    o    o 


13,000    o    o 
790    6    o 


14,040    6    o 


+  or  —  Balance 
Depreciation    I     of  Unexpired 
I    Capital  Outlay 


£ 
i»5oo 
1,261 

3,644  12  5  I  -   644  12  5 
1,057  2  o  1  —   157  2  o 

1,408 


s 

d 

£     s 

0 

0 

+  2,250  0 

5 

2 

—  1,261  5 

4 

2 

-  301  4 

12 

5  1 

-  644  12 

2 

0  1 

-  157  2 

0 

0 

—  560  0 

0 

0 

-  1,408  0 

1,520  o 
1,486  9 

301  4 
3.734  19 
1,88a  15 

575  o 
1,418  o 


—  2,082 


+   230  o  o 

+  3.513  10  8 

-  301  4  2 

-  3,734  19  8 
+  19,117  4  3 
+   925  o  o 

-  i,i63  o  o 


10,918    8  II  +18,581  II     I 


-r 


1,250  o 
1.378    7 

301  4 
3.734  19 
3»99r  17 

597  17 
1,428  o 


-  1,000  o 

-  1.378  7 

-  301  4 

-  3.734  19 
+  9,008  2  II 
+  192  8  10 

-  1,428  o  o 


8 


12,682  5  2 


+  1,358  O  10 


iBeetiitfls  for  tbe  ensuttifl  Meeft. 


Tuesday  —  Institute     of    Chartered     Accountants. — 
General  Purposes  Committee,  at  3  p.m. 

Kingston  -  upon  -  Hull  Chartered  Accountants 
Students*  Society. — Reading  Prize  Essay,  at  the 
Hall  of  tbe  Incorporated  Law  Society,  Bowlalley 
Lane;  7.45p.m. 

Wednesday — Institute    of    Chartered     Accountants. — 
Investigation  Committee,  at  3  p.m. 

Thursday — Institute     of     Chartered     Accountants. — 
Library  and  Publications  Committee  ;  3  p.m. 


Srfdtol  Societi?  of  Cbartered  Hccountants. 


The  fourth  annual  meeting  of  this  Society  was  held  in 
the  Library,  Albion  Chambers,  Bristol,  on  the  12th  inst., 
Mr.  F.  A.  Jenkins,  the  President,  being  in  the  chair. 

The  report  of  the  Council,  which  was  taken  as  read,  was 
as  follows :  — 

The  Council  present  herewith  the  Income  and  Expendi- 
ture Account  for  the  year  ended  31st  December  1906,  and 


Balance  Sheet  made  up  on  that  date,  which  hiay«  been 
audited  by  Mr.  Henry  Anstey. 

The  Society  has  suffered  a  heavy  loss  during  the  past 
year  by  the  death  of  Mr.  John  Hudson  Smith,  who  took  an 
aotive  part  in  its  fonnation,  and  occupied  the  post  of 
President  for  the  first  two  years  of  its  existence.  Tbe 
Council  have  placed  on  record  in  their  minutes  their  sense 
of  the  loss  our  city  has  sustained  by  his  death,  and  the 
great  esteem  in  which  he  was  held  by  the  profession. 

Some  inconvenience  having  been  experienoed  owing  to 
the  situation  of  the  Library,  a  larger  room  has  been 
secured  on  the  first  floor  in  the  same  building  in  Albion 
Chambers,  and  the  annual  meeting  will  be  held  therein. 
It  is  hoped  that  this  change  will  make  the  Library  much 
more  valuable  to  members  generally.  A  new  catalogue 
has  been  prepared. 

The  special  classes  for  articled  clerks  have  again  been 
successful,  the  reports  of  Mr.  A.  E.  Ashmead  and  Mr. 
(}.  H.  Boucher,  the  Lecturers  in  Accountancy  and  Law 
respectively,  being  very  favourable.  With  a  view  to 
further  increasing  interest  in  these  classes,  the  Council  are 
offering  annually  a  prize  to  the  value  of  a  guinea  for  the 
student  in  each  course  who,  in  the  opinion  of  the  lecturers, 
has  made  most  progress  during  tbe  year.  Both  these  prizes 
were  gained  last  year  by  Mr.  S.  W.  Comwell,  articled  with 
Messrs.  Hudson  Smith,  Briggs  &  Co. 

The  annual  lecture  was  delivered  on  the  7th  December 
by  Mr.  Walter  Strachan,  Barrister-at-Law,  his  subject 
being — "Some  diflSculties  in  Trust  Accounts  with  special 
"reference  to  adjustments  between  Life  Owner  and 
"  Remainderman,  where  property  is  realisable."  Mr. 
John  B.  Ball,  F.C.A.,  Vice-President  of  the  Institute,  took 
the  chair,  and  there  was  a  fair  attendamoe  of  members, 
including  many  of  the  students.  Mr.  Strachan  read  a  most 
interesting  paper,  and  the  Society  is  much  indebted  to  him 
for  its  preparation.  At  the  dinner  vdiich  followed  the 
lecture,  the  Society  was  favoured  with  the  presence,  in 
addition  to  Mr.  J.  B.  Ball  and  Mr.  Walter  Strachao,  of  the 
Hon.  George  Colville  (Secretary  to  the  Institute),  with 
Messrs.  Louis  C.  Danger  (President  of  the  Bristol  Incorpo- 
rated Law  Society),  H.  L.  Riseley,  G.  H.  Boucher,  A.  E. 
Ashmead,  F.  H.  Thorpe  aad  Arthur  Taylor  (London). 

In  accordance  with  the  rules  the  officers  and  auditor 
retire,  and  the  retiring  ntembers  of  the  Council  are  Messrs. 
S.  Pim  Jackson  and  Clare  Smith.  These  are  all  eligible 
(or  re-election. 

By  order  of  the  Council, 

Clare  Smith,  Chairman. 

W.  Vaughan  Jenkins,  Han.  Secretary, 
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Dr, 


Income  and  Expenditure  Account  for  the  year  ended  3i8t  December  1906. 


Cr. 


£    s  d     £ 
To  Expenses  of  Library,  viz.  :— 

Rent 30    o  o 

Stationery,  Printing,  and  Sundries  . .  4  x6  8 

34  16 

»    Prizes  to  Members  of  the  Students'  Society  . .  2    a 

m    General  Expenses o    a 

.    Depreciation : — 

Books,  IS  per  cent,  on  £231  9s.  gd 34  14    4 

Furniture    and    Fittings,    5   per   cent,   on 

£33  ITS.  3d I  12  xo 

36 


8    d 


£73    8    4 


By  Subscriptions  :— 

40  Members  in  practice  at  £x  is.  od 

2         V        not  in  practice  at  zo6.  6d. 

»  Bristol  Chartered  Accountants  Students'  Society 
for  use  of  room 

«  Institute  of  Chartered  Accountants  in  England 
and  Wales,  Contribution  far  Z906 

M    Capital  Account,  balance  transferred    . . 


7    2 


s    d     £    s    d 


43 

5 


3    6 
3  10 


£73    8    4 


Dr. 


Balance  Sheet,  31st  December  1906. 


Cr. 


£   s   d 

To  Sundry  Creditors 

V  Capital  Account  :— 

Per  last  Statement        203    3    7 

Less  Income  and  Expenditure  Account- 
Balance  tUs  year       3    3  10 


£    8    d 
45  18    5 


199  19    9 


£245  18    2 


£    s  d 
By  Library  Books  :— 

Per  last  Statement        149  17  a 

Additions  this  year       9  '<>  3 

159    7    5 
L«ss  Depreciation  this  year        • .  34  14    4 

•    Library  Furniture  and  Fittings— per  last 

Statement 29  xi    6 

Less  Depreciation  this  year  ..       x  12  10 

g    Institute  of  Chartered  Accountants  in  England 

andWales 

m    Cash  at  Bank  


£    s   d 


124  13    I 


27  10    s 

22  ^      6 

71  a  " 

£245  18    2 


Audited  and  fotmd  correct. 


(Signed) 


Bristol,  13/A  March  1907. 


Hbnry  Anstby, 

Chartered  Accountant , 


In  moving  the  adoption  of  the  report  and  accounts,  the 
Cbaixmaa  briefly  reviewed  the  work  of  the  past  year.  He 
reminded  the  Society  that  they  were  meeting  for  the  first 
time  in  the  new  room  which  had  been  secured  for  the 
accommodation  of  the  Library,  and  expressed  the  hope 
that  the  change  would  conduce  to  the  convenience  and 
comfort  of  the  members.  He  also  expressed  the  pleasure 
he  felt  at  the  continued  success  of  the  special  classes  for 
articled  clerks.  Continuing,  the  Chairman  referred  to  the 
efforts  which  the  Council  of  the  Institute  has  been  making 
to  get  the  position  of  English  accountants  practising  in  the 
Colonies  more  clearly  defined,  particularly  in  the  case  of 
the  Transvaal,  where  serious  questions  have  arisen  upon 
the  working  of  the  Ordinance  governing  the  profession. 
Under  this  Ordinance  English  accountants  are  allowed  to 
undertake  casual  work,  but  it  is  by  no  means  clear  whether 
they  are  allowed  to  settle  in  the  Colony  and  practise  pro- 
fessionally. The  governing  body  of  the  Transvaal  Society 
are  of  opinion  that  no  restriction  exists  under  the  Ordi- 
nance, but  1^  Council  of  the  Institute  are  very  anxious 
that  the  position  of  its  members  there  should  be  quite 
clearly  understood.  He  said  it  was  proposed  to  apply  for 
a  supplemental  Charter  to  secure,  amongst  other  things, 
that  Chartered  Accountants  pnactising  abroad  shall  be  able 
to  take  articled  clerks,  who  may  be  able  to  qualify,  whilst 


serving  them  in  the  Colonies,  for  membership  of  tiie  Insti- 
tute, and  it  did  not  appear  ihat  tl»re  would  be  any 
difficulty  in  obtaining  this  concession.  As  to  the  registra- 
tion of  accountants,  Mr.  Jenkins  said  that  he  supposed 
the  resolution  reconmiending  the  amalgamation  of  existing 
Societies  would  be  again  brought  forward  ajt  the  annual 
meeting,  but  it  did  not  appear  to  him  that  this  was  prac- 
ticable ;  he  thought,  howeveir,  that  registration  did  not 
present  the  same  difficulties  and  was  in  some  ways  advan- 
tageous, not  only  to  tlw  public,  but  also  to  the  profession. 
In  closing,  the  speaker  referred  to  the  articles  which  had 
appeared  in  several  of  the  London  papers  lately  upon  the 
question  of  auditors  acting  also  as  accountants  to  the  com- 
panies whose  books  they  audited,  and  to  the  action  for 
libel  which  was  now  pending  between  a  London  firm  of 
Chartered  Accountants  and  some  of  the  ps^rs  concerned. 
He  said  that  this  case  was  being  very  carefully  watched 
by  the  Council  of  the  Institute,  and  that  the  whole  subject 
was  receiving  their  consideration. 

Mr.  Clare  Smith,  in  seconding  the  resolution,  informed 
the  meeting  that  be  had  ventured  to  represent  to  the  Sec- 
retary of  the  Institute  that  it  might  prove  useful  to  pro- 
vincial Societies  if  a  conference  of  reiwesentatives  of  such 
Societies  could  be  .arranged  to  take  x>laoe  dudng  the 
autunmal    meeting,    to    give    them    an    oppoxtcmity    of 
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exciianging^  id«as  on  the  mediods  adopted  by  i^beir  respec- 
tive Societies,  and  with  a  view  to  extending  the  benefits 
and  infiuenoe  of  such  Societies  in  the  various  districts. 

The  resolution  was  unanimously  carried. 

The  following  officers  were  re-elected: — President,  Mr. 
F.  A.  Jenkins,  F.C.A. ;  Hon.  Librarian,  Mr.  S.  Tryon, 
F.C.A. ;  Hon.  Secretary,  Mr.  W.  Vau^han  Jenkins,  F.C.A. 
Messrs.  S.  Pirn  Jackson,  F.C.A.,  and  Clare  Smith,  F.C.A., 
the  retiring  members  of  the  Council,  weie  also  re-elected, 
and  Mr.  Heniy  Anstey,  A.C.A.,  was  ag^ain  appointed 
auditor. 

A  resolution  approving  the  suggestion  of  Mr.  Clare  Smith 
mentioned  above  was  unanimously  adopted,  and  ordered 
to  be  sent  to  the  Secretaxy  of  the  Institute. 

The  meeting  closed  with  lihanks  to  the  Chairman  for 
presiding. 


Obituatp^ 


Herbert  Llewellyn  Atkinson,  A.C.A. 

We  regret  to  record  the  death  of  Mr.  Herbert  Llewellyn 
Atkinson,  which  occurred  at  his  residence,  Tettenhall 
Road,  Wolveriiampton,  on  the  8th  inst.  On  the  5th  inst. 
Mr.  Atkinson,  while  cycling  along  the  Penn  Road,  Wol- 
verhampton, fell  from  his  machine  and  sustained  severe 
fractures  of  the  skull,  which  produced  unconsciousness, 
from  which  he  never  recovered. 

The  deceased  gentleman,  who  was  the  son  of  the  late 
J.  J.  Atkinson,  a  well-known  Government  Inspector  of 
Mines,  came  to  Wolverhampton  from  the  North  of 
England  in  1884-  Three  years  later,  in  conjunction  with 
Mr.  Theo.  Addenbrooke,  he  founded  the  firm  of  Atkinson 
&  Addeobrooke,  and  continued  to  practise  with  marked 
success  up  to  the  date  of  his  death. 

Mr.  Atkinson  took  a  keen  interest  in  sport.  Some 
twenty  years  ago  he  was  a  forward  in  the  Wolverhampton 
Rugby  team,  and  in  recent  years  he  was  an  enthusiastic 
golfer,  serving  on  the  Conunittee  of  the  South  Stafford- 
shire Golf  Club  for  a  long  period.  He  married  Miss 
Stephens,  daughter  of  the  late  Rev.  W.  Stephens,  formerly 
vicar  of  Wednesfield,  and  he  leaves  a  widow  and  six 
children,  to  whom  the  utmost  sympathy  is  extended  in 
their  bereavement. 


Arthur  Towers,  P.S.A.A. 

We  ngret  to  announce  that  Mr.  Arthur  Towers,  the 
Bocough  TreasQier  of  Islington,  passed  away  on  the  9th 
ina&,  aC  Torquay,  after  an  illness  of  some  months'  dura- 
tion, at  tiie  age  of  53.  Mr.  Towws  relinquished  the  position 
of  Assistant  Accountant  to  the  Corporation  of  Nottingham 


to  enter  the  service  of  the  Islington  Vestry  as  accountant 
in  1887,  and  quickly  proved  his  financial  capacity,  as  well 
as  his  trustv^orthiness.  He  was,  after  some  years*  service, 
appointed  Treasurer,  and  when  the  London  Government 
Act  of  1899  was  passed  he  was  unanimously  appointed 
Borough  Treasurer  and  Accountant,  and  was  recognised 
in  London  as  an  authority  on  the  intricate  financial  ques- 
tions which  arose  in  connection  with  the  constitution  of 
Metropolitan  Borough  Councils,  more  especially  in  regard 
to  what  are  known  as  the  "adoptive"  Acts.  Mr.  Towers 
was  not  only  esteemed  as  their  financial  adviser  by  the 
Islington  Borough  Council,  but  beloved  as  a  man  by  such 
of  their  members  as  came  into  contact  with  him,  as  well  as 
by  his  colleagues  and  the  whole  of  the  CounciPs  staff.  He 
was  a  Fellow  of  the  Society  of  Accountants  and  Auditors 
(Incorporated)  and  President  of  the  Incorporated  Institute 
of  Municipal  Treasurers  and  Accotmtants,  and  was  highly 
thought  of  by  the  members  of  his  profession  all  over  the 
country. 


pecdonaL 


Mbssrs.  Hugh,  Smylib  Ai  Co.,  Chartered  Accountants, 
13  Donegall  Square  North,  Belfast,  announce  that  Mr. 
Thomas  R.  Burns,  A.C.A.,  late  partner  with  Mr.  John 
McCuLLOUGH  (Messrs.  John  McCullough  &.  Burns),  has 
joined  the  firm  as  a  partner,  and  they  will  continue  to 
practise  under  the  style  and  tide  of  Smylib,  Burns  Sl  Co., 
at  the  above  address. 

Mr.  Bbrnard  Barnbtt,  Chartered  Accountant,  of 
Berridge  Street  Chambers,  Leicester,  announces  that  he 
has  opened  an  office  at  Bentinck  Chambers,  Market  Street, 
Mansfield. 

Mr.  J.  £.  Bowbs,  Chartered  Accountant,  of  The  Equit- 
able Building,  George  Street,  Sydney,  has  taken  into 
partnership  Mr.  William  Craig,  who  has  held  a  con- 
fidential position  in  his  office  for  the  past  eighteen  years. 
The  business  will  continue  to  be  carried  on  at  the  above 
address  under  the  style  or  firm  of  Bowbs  &  Craig. 

Mbssrs.  Bird,  Montgombry  8c  Co.,  Chartered  Accoun- 
tants, of  5  Fenchurch  Street,  London,  E.C.,  announce  that 
the  partnership  subsisting  between  Mr.  Fbnn  Kidson  and 
themselves  has  been  dissolved  by  mutual  consent.  They 
will  continue  to  practise  at  the  above  address. 


f  allured  and  XtUd  ot  Sale  in  England 
and  TROales^ 


AoooRDiMO  to  K$mp*s  MifwnHh  GMun§,  the  total  number 
of  commardal  failnres  rtfomrded  in  England  and  Wales 
during  the  week  ending  Friday  April  i2{h  was  141,  vis. :— • 
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New  Bankruptqr  Proceedings  pablished  in  Ihe  London  GautU, 
81 ;  Deeds  of  Arrangement  registered,  6e?  The  respective 
numbers  in  the  corresponding  week  of  last  year  were: 
Bankruptcies,  93 ;  Deeds  of  Arrangement,  76  -total,  169 . 
being  a  decrease  of  28  The  total  number  of  comraerci»il 
failures  recorded  during  the  15  weeks  of  (he  present  year  is 
2,281 ;  the  total  number  recorded  in  the  corresponding  15 
weeks  of  last  year  was  2,576,  showing  a  decrease  of  295. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday 
April  i2th,  was  141.  The  number  in  the  corresponding  week 
of  last  year  was  167,  showing  a  decrease  of  26.  The  total 
number  filed  during  the  15  weeks  of  the  present  year  is  2,27^ ; 
the  total  number  filed  in  the  corresponding  15  weeks  of 
last  year  was  2,378,  showing  a  decrease  of  102. 


Debentures. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week  ending 
Friday  April  12th  amounted  to  /463.501,  by  way  of 
addition  to  ^973, 178,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  /i, 102, 534.  showing  a  decrease  01 
/639,o33.  The  total  amount  registered  during  the  15 
weeks  ol  the  present  year  is  ;f  23.333,826  (in  addition  to  the 
issues  in  previous  years  by  the  same  companies),  as 
compared  with  ^24,493,614  for  the  corresponding  15  weeks 
in  1906,  showing  a  decrease  of  /i,  159.788. 


The  Profession  in  Scotland. 


Society  of  lecoantanti  and  laditon. 

The  annual  meeting  of  the  Scottish  Branch  of  the  Society 
of  Accountants  and  Auditors  was  held  in  the  Religious 
Institution  Rooms,  Glasgow,  on  the  12th  inst.,  Mr.  D.  Hill 
Jack,  J.P.,  in  the  chair.  In  moving  the  adoption  of  the 
annual  report,  the  Chairman  referred  to  the  progress  made 
by  the  Society  during  the  past  year,  and  to  the  fact  that 
the  Society's  certificate  was  recognised  as  of  real  profes- 
sional value,  the  Council  being  desirous  of  only  admitting 
to  membership  through  the  medium  of  the  examina- 
tion. A  pleasing  feature  of  the  past  year  was  the  cordial 
relations  existing  between  the  Society  and  the  Institute  of 
Chartered  Accountants  in  England,  especially  with  regard 
to  a  Registration  Bill  for  the  profession  in  England  and 
Wales.  Mr.  Robert  Young,  Elgin,  seconded  the  adoption 
of  the  report,  which  was  agreed  to.  Messrs.  D.  Hill  Jack, 
J.P.,  Robert  Young,  Robert  Lumsden,  William  Robertson, 
F.F.A.,  and  J.  Booth  Greig,  J.P.,  were  reelected  members 
of  Council.  Messrs.  R.  T.  Dunlop  and  H.  W.  Auld  were 
elected  members  for  the  ensuing  year. 


Andlton  of  Tovn  Oovneil  looounti. 

In  exercise  of  the  powers  conferred  upon  him  by  the 
Town  Councils  (Scotland)  Acts,  1900  and  1903,  the  Secre- 
tary for  Scotland  has  caused  letters  of  appointment  to  be 
issued  to  the  accountants  selected  to  audit  the  accounts 
of  Town  Councils  for  the  year  1906-7.  The  following 
gentlemen  have  received  appointments  for  the  first  time, 
viz.: — D.  N.  Cotton,  C.A.,  Edinburgh;  Thomas  Guthrie, 
C.A.,  Glasgow;  and  S.  Easton  Simmers,  C.A.,  Glasgow. 
Several  transfers  hav«  also  been  made. 


Boottiih  ImolTeneles. 

For  the  week  ending  13th  April  the  number  of  insol- 
vencies reported  in  Scotland  was  26,  as  compared  with  32  in 
the  corresponding  week  of  last  year.  The  trust  deeds 
numbered  15,  as  compared  with  18  ;  the  sequestrations  6,  as 
compared  with  7;  and  the  petitions  for  cessio  5.  as  com- 
pared with  7.  Tbe  total  number  of  insolvencies  for  the 
fifteen  weeks  of  the  year  is  424,  as  compared  with  395  in 
the  corresponding  period  of  last  year— the  trust  deeds 
numbering  206  against  183,  the  sequestrations  79  against 
100,  and  the  petitions  for  cessio  139  against  112.  Of  the 
15  trust  deeds  reported  during  the  week,  10  were  granted 
in  favour  of  Chartered  Accountants.  Seven  voluntary 
liquidations  of  limited  liability  companies  were  gazetted 
during  the  week,  making  50  ior  the  fifteen  weeks. 
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SPECIAL  OFFER 

For     One     Month. 


WB    ARE    OFFERING 


A    DETACHABLE    LEAF 

LEDGER  OUTFIT 


FOR 


£2    12s.    6d. 

It  consists  of  a  "Justso"  Current  Ledger  Binder 
with  Security  Locking  Attachment,  a  Set  of  Celluloid 
Tabbed  Index  Sheets,  and  200  Ledger  Leaves. 

This  affords  an  excellent  opportunity  of  testing  the 
possibilities  of  the  System,  why  not  embrace  it  ? 


TOLLIT&HARVEY 


AC30UNT  Book  Experts  ft  Manufacturing  Stationers, 
I         Dept  "A."  79  QRKBHAII  BTRKET,  LOWDOW. 


in  (Snglanb  anir  Males. 
BXAMIMAT10M8. 


The  next  Examinations  will  be  held  on  the  following 
dates: — 

The  Preliminary  Examination  on  the  4th,  5th,  and  6th 
June  1907. 

The  Intermediate  Examination  on  the  27th  and  28th  May 
1907. 

The  Final  Examination  on  the  29th,  30th,  and  31st  May 
1907. 

Persons  desiring  to  present  themselves  for  examination 
must  give  notice  to  the  Council  at  least  thirty  days  before 
the  date  of  the  Examinations,  at  the  same  time  forwarding 
the  examination  fee. 

Full  particulars  and  forms  may  be  obtained  at  the  office 
of  the  Institute,  Moorgate  Place,  London,  E.C.,  and  at  the 
\'arious  Branch  Libraries. 

By  order  of  the  Council. 

GEORGE  COLVILLE, 

April  1907.  SeGvetary. 


Wheatley  Kirk,  Price  &  Co., 

(B9TABUSHBD  I85O) 

YILUERS,  AUCTIONEERS  ft  ARBITRATORS 

OF    EVERY    DESCRIPTION    OP 

WORKS,  PLAHT,  HICHIHERT,  ft  8T0C1L 

PEHIODtCAL  VALUATtOna  AT  SPECIAL   RATES. 

AKNUAL    iNaPECTlONa     FOR    D  K  PKECtATlOH , 

SALE9  or  WORKS  RY  PRIVATE  TREATY, 

PARTHERaHtPB    IH    EMQtNEERINO    PROFEBatOM    ARRAHam% 


46  Watling   Street,   London,  E.a 

tmd   ALBERT   SQUARE,    MANCHESTER. 
TkUPHONB  S1077  Bank.      Tblborams— *'  INDICES,  LOKiX>N/ 

One  Hundred  Years  of  Profit- Sharin^r  in  Fire 
Insurance 

A   UNIQUE  INSTITUTION 

TO  ACCOUNTANTS 

An  announcement  of  importance  to  your  clients  and 
of  real  value  to  you  appears  in  the  Supplement  to 
this  issue. 

Or  Particulars  may  be  obtained  from 

THE  ESSEX  AND  SUFFOLK  EQUITABLE 

INSURANCE  SOCIETY,  LIMITED, 

London  Office:  56-60,  New  Broad  Street,  E.G. 

XeaDing  acttcles. 


Death  Duties  and  Income  Tax. 


'pHE  Chancellor  of  the  Exchequer  announced, 
^  in  the  course  of  his  Budget  speech  on  the 
i8th  inst.,  that  he  proposes  to  increase  the 
Death  Duties  on  estates  of  over  ;f  150, 000. 
Under  the  present  law  the  duty  rises  in  stages 
by  increases  of  \  per  cent.,  but  when  the  new 
duties  are  in  operation  the  increases  will  be 
I  per  cent,  in  each  case,  and  will  continue  to 
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increase  in  the  case  of  estates  valued  at  upwards 
of  one  million  sterling.  The  differences  may 
be  readily  seen  by  the  aid  of  the  following 
tabular  statement : — 


Not  exceeding 


Present  Duty 


New  Duty 


;f  250,000 
500,000 
750,000 

1,000,000 


6}  per  cent. 

7 

7i       ... 

8 


7  per  cent. 
8 

9 
10 


On  estates  exceeding  one  million  pounds  the 
duty  will  be  10  per  cent,  on  the  first  million, 
II  per  cent,  on  the  next  half-million,  12  per 
cen{.  on  the  next  half-million,  and  so  on  up  to 
a  maximum  of  15  per  cent.  Under  the  1894 
Act  the  maximum  rate  for  large  estates  was 
8  per  cent.  In  this  connection  it  is  of  interest, 
perhaps,  to  note  that,  as  Estate  Duty  is  pajrabla 
upon  all  property  passing  by  death,  the  same 
estate  sometimes  pays  duty  at  comparatively 
frequent  intervals.  Probably  a  record  in  this 
connection  is  that  which  has  just  been  noted 
in  connection  with  the  estate  of  Sir  Frederick 
WiGAN,  Bart.,  who,  it  may  be  remembered, 
died  during  the  London  County  Council  elec- 
tion last  month,  leaving  an  estate  valued  at 
3^530,569.  Sir  Frederick's  eldest  son  died 
exactly  five  weeks  later,  with  the  result  that  the 
Revenue  obtains  duties  amounting  to  nearly 
£45,000  on  the  first  death  and  an  additional 
3^25,000  on  the  second. 

The  announcement  made  by  the  Chancellor 
of  the  Exchequer  that  he  proposes  to 
grant  a  rebate  of  3d.  in  the  £  upon  earned 
incomes  not  exceeding  ;f  2,000  has  been  received 
with  much  satisfaction  by  those  who  would 
benefit  under  the  arrangement;  and,  perhaps 
not  unnaturally,  at  the  best  by  only  qualified 
approval  on  the  part  of  those  who  are  not  equally 
voured.  It  is  probable  that,  so  far  as  our 
aders  are  concerned,  in  the  majority  of  cases 


the  new  arrangement   provides  them  with  a 
substantial  benefit,  representing  for  all  practical 
purposes  a  reduction  of  income-tax  from  is.  in 
the  ;f  to  9d.  in  the  £.    There  are  certain  ques- 
tions, more  or  less  of  detail,  however,  in  con- 
nection with  the  matter  that  have  yet  to  be 
exactly  settled,   and    which   may  very  easily 
prove  somewhat  difficult  of  adjustment  without 
hardship.    The  additional  work  thrown  upon 
the  Inland   Revenue  officials — who  will,  it  is 
estimated,  have  to  satisfy  themselves  as  to  the 
income   from  all   sources  of  approximately  a 
further  million  taxpayers — has  no  doubt  been 
taken  into  consideration,  and  has,  indeed,  been 
provided  for  in  the  estimates  for  1907-8.    The 
onus  of  proof  has  very  properly  been  thrown 
upon  the  taxpayer,  as,  under  no  other  arrange- 
ment would  it  be  practicable  for  the  Inland 
Revenue   officials    to   secure  the  information 
necessary  to    enable    them    to    arrive    even 
approximately  at  the  facts.     Probably,  there- 
fore, this  extension  of  the  limit  within  which 
abatements  of  some  sort  or  another  are  pro- 
vided will  be  found  to  introduce  no  insuperable 
administrative    difficulties;   but,   at   the  same 
time,  we  think  it  was  wise  thus  to  proceed  by 
stages,   and  to  refrain   from  adopting   in    its 
entirety  the  recommendation  of  the  Income- 
Tax  Committee  that  the  concession  in  respect 
of  earned  incomes  should  extend  up  to  3^3,000, 
and  that  the  loss  of  revenue  so  occasioned 
should  be  made  good  by  a  sur-tax  on  incomes 
above  £5,000.     Some  day  it  may  be  practicable 
to  devise  and  adjust  the  machinery  necessary 
to  carry  out  this  more  complicated  scheme  with 
that  approach  to  reasonable  accuracy  necessary 
to  avoid  serious  ground  for  complaint ;  but,  in 
the  meantime,  it  was  eminently  desirable  that 
the    simpler    plan    at    present     put    forward 
should  not  be  delayed. 
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What  is  undoubtedly  a  more  serious  difficulty 
will  be  found  in  distinguishing  between  earned 
and  unearned  incomes.  Certain  classes  of 
income,  no  doubt,  come  clearly  within  one  class 
or  the  other.  Thus,  it  has  been  stated  that  all 
salaries  and  profits  from  business,  including 
dividends  of  private  companies  and  all  profes- 
sional incomes,  are  earned,  and  that  per  contra 
income  derived  from  investments  and  annuities, 
or  by  inheritance,  is  unearned  income.  While 
this  obviously  represents,  upon  the  face  of  it,  a 
very  rough  distinction,  it  is  even  in  that  form 
quite  debatable  upon  points  of  detail.  Thus,  if 
salaries  represent  earned  income,  so  presumably 
would  deferred  pay ;  and  if  deferred  pay,  why 
not  pensions  or  other  form  of  retired  pay  ? 
Then,  again,  at  what  precise  point  is  the  line 
to  be  drawn  between  income  derived  from  the 
profits  of  a  limited  company  as  a  result  of  actual 
work,  and  income  derived  from  investments  ? 
We  need,  perhaps,  hardly  point  out  to  our 
readers  that  the  heads  of  many  private  com- 
panies take  a  much  less  active  part  in  their 
business  than  that  represented  by  the  time  and 
attention  that  some  men  give  to  their  invest- 
ments. At  this  point  we  feel  convinced  that  it 
will  be  found  necessary  to  modify  the  distinc- 
tions put  forward  above.  The  only  practicable 
place  to  draw  the  line  is,  it  seems  to  us, 
between  limited  and  unlimited  liability.  An 
income  derived  under  such  circumstances  that 
there  is  a  limited  liability  is  unquestionably 
derived  under  more  favourable  circumstances 
than  where  the  liability  is  unlimited ;  and  this 
would,  we  are  convinced,  be  the  most  reason- 
able place  to  draw  the  line. 

With  regard  to  incomes  on  investments, 
other  questions  of  difficulty  arise,  however, 
before  the  problem  can  be  regarded  as  having 
been    dealt  with    in  an   entirely  satisfactory 


manner.  Thus,  if  deferred  pay  or  pensions  be 
admitted  to  be — as,  indeed,  in  all  fairness  they 
must — earned  incomes,  it  would  seem  to  neces- 
sarily follow  that  any  voluntary  accumulation 
out  of  income  for  future  use — as,  for  example, 
to  purchase  a  deferred  annuity — results  equally 
in  an  income  that  in  all  fairness  ought  to  be 
described  as  earned ;  yet  it  would  seem  to  be 
altogether  impracticable  to  cast  upon  Inland 
Revenue  officials  the  duty  of  ascertaining  how 
each  individual  member  of  the  community 
obtained  the  money  which  he  has  invested, 
with  a  view  to  differentiating  the  income-tax 
accordingly. 

Our  own  view  is,  as  we  have  stated  upon  pre-  • 
vious  occasions,  that  the  attempt  to  distinguish 
between  earned  and  unearned  income  is  bound 
to  result  in  a  maximum  amount  of  friction 
while  producing  a  minimum  amount  of  sub- 
stantial justice ;  and  the  attempt  is  all  the  more 
undesirable  in  that  the  object  sought  to  be 
obtained  can  be  far  more  simply  obtained  by 
other  means.  Viewed  broadly,  all  income  that 
has  not  been  earned  must  arise  either  through 
spontaneous  increase  in  values  or  by  inheritance. 
Spontaneous  increases  in  value  are,  for  all 
practical  purposes,  confined  to  land,  and  might 
thus  well  be  made  by  an  additional  tax  on  the 
transfer  of  land.  Wealth  derived  from  inheri- 
tance is,  of  course,  already  somewhat  heavily 
taxed  by  Death  Duties ;  but,  if  thought  neces- 
sary, these,  and  particularly  Legacy  and  Settle- 
ment Duties,  might  be  further  increased. 
While,  with  a  view  to  avoiding  settlements 
during  lifetime,  substantial  increases  upon  the 
duty  on  all  conveyances  other  than  those  for 
value  might  well  be  made. 

In  principle,  as  we  have  stated,  there  is  much 

to  be  commended  in  Mr.  Asquith's  Budget, 

'  but  we  rather  foresee  considerable  difficulties  in 

the  practical  application  of  those  principles 

during  the  current  fiscal  year. 
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Borough  Councils  and  Professional  Auditors* 


/"VUR  readers  will  have  observed  that  in  our 
last  issue  there  appeared  an  advertisement 
issued  by  the  Borough  Council  of  Bromley 
inviting  applications  for  the  post  of  profes- 
sional auditor,  at  an  inclusive  annual  fee  of 
fifty  guineas.  Applicants  were  required  to  be 
Chartered  Accountants,  and  would  be  expected 
to  undertake  what  was  described  as  a  running 
audit  of  the  Corporation's  accounts,  in  accord- 
ance with  the  Schedule  of  Duties  to  be 
obtained  at  the  offices  of  the  Town  Clerk. 

There  are  many  points  of  interest  in  connec- 
tion with  this  announcement.  First  and  fore- 
most, it  appears  that,  while  the  London 
County  Council  is  still  hesitating  as  to  whether 
it  has  the  power  to  employ  professional  accoun- 
tants to  undertake  an  independent  audit,  the 
Bromley  Council,  following  the  lead  of  quite  a 
number  of  municipal  corporations,  is  acting. 
Whether,  however,  it  is  acting  upon  the  best 
possible  lines  is,  we  think,  at  least  open  to 
discussion. 

We  may  point  out,  in  the  first  instance,  that 
even  supposing  the  appointment  was  first 
advertised  on  the  date  borne  by  the  advertise- 
ment— namely,  the  loth  inst. — but  a  bare  fort- 
night was  given  for  the  announcement  to 
become  known.  As  probably  the  advertise- 
ment in  these  columns  of  the  20th  inst.  was 
the  first  intimation  received  by  the  great 
majority  of  Chartered  Accountants,  it  would 
seem  that  proper  steps  have  scarcely  been 
taken  to  notify  the  profession  with  a  view  to 
throwing  the  appointment  open  to  all  mem- 
bers. It  is,  of  course,  open  to  us  to  hope 
that  notwithstanding  this  a  sufficient  number 
")plications  will  be  received  to  enable  a 
\e  appointment  to  be  made. 


Our  second  objection  to  the  manner  in  which 
this  matter  is  being  handled  is  more  serious, 
in  that  it  involves  a  somewhat  vital  matter  of 
principle.  We  altogether  dissent  from  the 
suggestion  that  the  duties  of  the  auditor  should 
be  defined  by  the  Council.  While  we  are,  of 
course,  aware  that  such  an  audit,  being  a  volun- 
tary and  not  a  statutory  audit,  is  entirely  a 
inatter  of  arrangement  between  the  Council 
and  the  auditor  selected,  we  may  point  out  that, 
inasmuch  as  the  object  of  incurring  this  expense 
is  presumably  to  satisfy  the  public — as  a  result 
of  an  independent  examination  by  a  Chartered 
Accountant  of  known  repute — that  the  accounts 
are  in  order,  it  would  be  quite  unreasonable  to 
expect  ratepayers  and  other  interested  parties 
to  accept  any  such  assurance  unless  the  audit 
had  been  conducted  upon  lines  which  com- 
mended themselves  to  the  auditor  as  being 
sufficient  and  adequate.  It  may,  of  course,  be 
argued  Ihat  if  the  Schedule  of  Duties  has  not 
been  framed  upon  such  lines  as  to  make  the 
audit  effective,  no  self-respecting  practitioner 
will  accept  the  position.  This,  however, 
seems  to  us  to  be  a  somewhat  unreasonable 
assumption. 

Applicants  must  in  the  first  instance  know 
little  or  nothing  about  the  precise  circum- 
stances of  the  case.  It  is  thus  quite  conceiv- 
able that  they  should  fail  to  appreciate  any 
limitation  of  their  powers  until  at  some  later 
stage  the  question  arises.  If,  then,  they  find 
that  they  cannot  make  their  audit  effective 
without  going  beyond  the  scope  of  their  duties 
as  contracted  for,  they  will  be  in  a  somewhat 
difficult  position,  for  it  will  presumably  be  no 
part  of  their  duties  to  draw  attention  to  the 
limitations  of  their  appointment,  and,  indeed, 
they  would  not  practically  have  any  means  of 
so  doing. 
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While  giving  the  Bromley  Borough  Council 
every  credit  for  good  intentions  we  have 
thought  it  necessary  to  draw  attention  to  this 
point,  as  it  is  extremely  important  at  the 
present  time  that  no  opportunity  should  be 
given  to  interested  parties  to  point  to  any- 
thing that  might  be  regarded  as  tending  to 
discredit  the  principle  of  the  professional  audit 
for  the  accounts  of  local  authorities.  We  have 
no  doubt  that  whoever  is  appointed  to  this 
particular  post  will  discharge  his  duties  not 
merely  to  the  satisfaction  of  the  Council,  but 
also  in  a  thoroughly  satisfactory  way  from 
every  point  of  view.  If,  however,  the  terms  of 
the  appointment  are  such  as  to  in  any  way 
limit  his  efficiency,  obviously  an  argument  has 
been  deliberately  placed  in  the  hands  of  those 
whose  interest  it  is  to  discredit  the  professional 
audit  per  se. 


The  Co5t  Accounts  of  Small  Manufacturers. 

TN  our  issue  of  the  9th  ult.  we  printed  a 
paper  on  the  above  subject,  read  by 
Mr.  M.  Webster  Jenkinson,  A.C.A.,  at 
several  meetings  of  Chartered  Accountants 
Students'  Societies  during  the  months  of 
February  and  March,  and  we  may  mention 
that  this  paper  has  since  been  published  in 
book  form  by  Messrs.  Gee  &  Co.,  price  one 
shilling.  It  is  thus  readily  available  for  the 
use  of  those  who  may  have  occasion  to  refer 
to  it,  and  we  venture  to  think  that  these  are 
likely  to  be  a  somewhat  numerous  body,  bear- 
ing in  mind  the  importance  of  the  subject  and 
the  manner  in  which  it  has  been  handled. 

In  dealing  with  an  audience  of  accountant 
students,  the  lecturer  was  undoubtedly  wise  in 
drawing  somewhat  prominent  attention  to  the 
futility  of  relying  upon  theory  alone  for  the 


evolution  of  a  system  of  Cost  Accounts  suit- 
able to  any  particular  undertaking.  It  is 
worth  while  to  bear  in  mind,  however,  that  the 
converse  holds  equally  good — that  is  to  say, 
the  practical  manufacturer  cannot  hope  to 
evolve  a  satisfactory  system  of  costing  without 
the  aid  of  theory.  The  point  is  the  more 
worth  bearing  in  mind  in  that,  of  the  numerous 
inefficient  so-called  systems  of  Cost  Accounts 
in  existence,  by  far  the  larger  number  have 
been  evolved  by  practical  manufacturers  with- 
out the  aid  of  professional  accountants,  and 
without  regard  to  the  principles  of  accounting 
or  the  necessity  of  so  arranging  the  accounts 
as  to  make  them  to  the  largest  possible  extent 
self-checking.  Of  late  there  is  evidence  that 
manufacturers  in  this  country  are  awakening 
to  some  appreciation  of  the  fact  that  they  are 
at  a  disadvantage  because  their  accounting 
methods  are  not  up  to  date.  They  do  not, 
however,  appear  even  yet  to  have  realised  that, 
although  no  wise  accountant  will  attempt  to 
devise  a  system  of  costing  without  first  very 
carefully  considering  all  the  practical  circum- 
stances of  its  environment,  costing  systems  are, 
nevertheless,  a  department  of  accounting  upon 
which  professional  assistance  is  absolutely 
necessary,  if  satisfactory  results  are  to  be 
achieved.  Until  it  is  really  understood  that 
economy  of  expenditure  increases  net  profits 
just  as  directly  as  does  an  enlargement  of  out- 
put, this  state  of  affairs  is  likely  to  continue. 

For  these  reasons  we  do  not  at  all  agree 
with  Mr.  Jenkinson's  statement  that  the  most 
ignorant  manufacturer  knows  more  about  cost- 
ing in  his  own  business  than  any  average 
Chartered  Accountant,  and  we  are  convinced 
that  that  would  not  be  the  experience  of  the 
average  practitioner.  A  good  many  manufac- 
turers think  they  know  all  about  costing, ' 
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those  who  have  studied  their  systems  in  the 
majority  of  instances  come  to  the  conclusion 
that  in  a  very  large  number  of  cases  they  are 
totally  unacquainted  with  even  the  elements  of 
the  subject,  and  that  their  ideas  are  as  defective 
in  principle  as  in  matters  of  detail. 

With  regard  to  the  system,  or  rather  the 
alternative  systems,  suggested  by  the  lecturer, 
if  they  are  really  intended  to  apply  to  small 
manufacturers  there  is  no  doubt  a  good  deal 
to  be  said  in  favour  of  the  retention  of  the 
old-fashioned  method  of  record  in  bound 
books.  But  in  the  case  of  manufacturers  trans- 
acting a  business  of  medium  size,  and  a  fortiori 
in  the  case  of  large  businesses,  the  necessity 
for  prompt  records  almost  invariably  demands 
the  employment,  to  the  largest  possible  extent, 
of  Card  and  Loose-leaf  methods  of  account- 
ing; and  as  under  these  circumstances  a 
properly-trained  bookkeeping  staff  ought  always 
to  be  available,  there  should  be  no  difficulty  in 
utilising  these  modern  methods  to  the  greatest 
possible  extent.  Even,  however,  when  the 
bound-book  system  is  retained,  we  would 
deprecate  the  use  of  counterfoil  Requisitions, 
in  that  the  manifold  system  occupies  less  time 
in  their  actual  preparation,  and  further  enables 
copies  in  any  required  number  to  be  obtained 
in  exact  facsimile  of  the  original ;  whereas  it  is 
notorious  that  the  entries  upon  a  counterfoil 
are  never  an  exact  copy  of  the  original,  but 
invariably  an  abbreviation,  and  not  infrequently 
an  incorrect  one  at  that. 

Another  point  upon  which  we  feel  con- 
strained to  join  issue  is  the  statement  that  the 
Stores  Ledger  is  quite  apart  from  the  cost 
books,  and  has  nothing  to  do  with  the  financial 
books.  In  a  sense,  this  statement  is  doubtless 
irrect ;  but  it  suggests  that  stores  books,  cost 

iks,  and  financial  books  are  entirely  indepen- 


dent of  each  other,  and  it  is  only  one  step  from 
this  to  a  state  of  affairs  in  which  they  are 
absolutely  incapable  of  being  reconciled  with 
each  other.  The  Stores  Ledger  is  directly 
subsidiary  to  the  financial  books,  as  providing 
a  continuous  and  detailed  record  of  movements 
of  materials,  amplifying  and  verifying  the 
Materials  Accounts  in  the  financial  books. 
Similarly,  the  cost  records  amplify  and  verify 
the  Trading  Account.  It  would  thus  be  more 
accurate  to  regard  these  two  as  Departmental 
Ledgers,  capable  of  being  balanced  indepen- 
dently of  the  financial  books,  and  of  being 
controlled  by  the  aid  of  total  accounts  kept 
therein. 

On  the  subject  of  Oncost,  Mr.  Jenkinson's 
comments  are  of  but  limited  utility,  in  that 
they  are  obviously  confined  to  specific  cases. 
It  cannot  be  too  clearly  emphasised  that  no 
hard  and  fast  system  of  apportionment  can 
work  equally  satisfactorily  and  produce  equally 
accurate  results  under  all  conditions. 

The  concluding  portion  of  the  paper,  dealing 
with  the  auditor's  relations  to  the  Cost 
Accounts,  we  regard  as  being  specially 
valuable,  but  we  think  the  statement  that  it  is 
no  part  of  the  regular  duty  of  an  auditor  to 
check  the  Cost  Accounts  is  too  sweeping.  It  is 
the  regular  duty  of  an  auditor  to  verify  the 
financial  books  of  an  undertaking,  to  the  best 
of  his  ability,  by  the  aid  of  the  available 
material.  If  it  be  unnecessary  to  check  the 
Cost  Accounts  in  detail,  it  is  only  for  the  same 
reason  that  it  is  frequently  unnecessary  to 
check  the  financial  accounts  in  detail — namely, 
because  the  accounts  have  been  arranged  upon 
a  system  that  is  self-checking,  and  is  capable 
of  being  controlled  by  the  aid  of  total  accounts. 
In  this  connection,  however,  it  is  perhaps 
worth  while  to  mention  that  probably  one  of 
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the  chief  reasons  why  manufacturers,  as  a  class, 
seem  to  like  to  withhold  Cost  Accounts  from 
the  cognisance  of  their  accountants,  is  because 
by  that  means  they  are  better  enabled  to  keep 
Secret  Reserves,  and  the  manipulation  of 
Secret  Reserves,  from  the  knowledge  of  their 
auditors.  It  has  been  held  that  such  know- 
ledge cannot  legally  be  withheld  from  the 
auditor  of  a  company;  and,  that  being  so,  there 
can  be  little  doubt  that  it  is  the  duty  of  the 
company  auditor  to  make  himself  acquainted 
with  all  that  the  Cost  Accounts  are  capable  of 
telling  him.  The  more  the  Cost  Accounts  are 
systematised,  the  easier  will  be  his  task,  and 
the  more  efficient  the  manner  in  which  he  is 
able  to  discharge  his  statutory  duty.  This, 
again,  may  possibly  explain  why  in  some  cases 
there  is  a  disinclination  to  systematise  these 
important  records. 


a  Xanf:tttpt*0  MecbavQC. 


[contributed.] 
In  re  Van  Laun. — ^The  decisioa  of  the  Court  of  Appeal, 
reported  in  our  Law  Reports  of  the  13th  inst.,  to  support 
the  granting  of  the  debtor's  application  for  discharge 
raises  some  very  important  points,  and  it  is,  we  think, 
to  be  regretted  that  the  Court  came  to  the  conclusion 
which  it  did,  not,  apparently,  without  some  doubt.  The 
assets  had  not  realised  los.  in  the  £,  and  the  Official 
Receiver   reported    that    the    value    remaining   was 
uncertain.    The  Registrar,  in  granting  the  application, 
must    have    assumed   that  the    estate   was  likely  to 
3ne]d  50  per  cent,  of  the  amount  expected  to  rank  for 
dividend  or  he  could  not  otherwise  have  disposed  of  the 
insufficiency  of  assets  offence  which  presumably  was 
alleged  under  Section  8.    The  unrealised  assets  con- 
sisted of  certain  rights  under  contracts  entered  into  by 
the  debtor,  which,  according  to  the  Official  Receiver, 
•were  of  problematical  value  only.    The  onus  of  proving 
that  these  assets  were  not  of  the  value  found  by  the 
Registrar  was  thrown  upon  the  appellant  creditors, 
althoQgh,  judging  from  the  evidence,  the  debtor  could 
baxdly  be  said  to  have  established  the  contrary  in  the 
inferior  Court.    It  is  difficult  to  reconcile  the  effect  of 


the  judgment  Arith  some  of  the  remarks  reported  to  be 
made  by  the  Master  of  the  Rolls,  which,  by  themselves, 
appear  to  form  strong  arguments  in  favour  of  the  find- 
ing of  an  altogether  different  conclusion  from  that  at 
which  the  Court  ultimately  arrived ;  and  we  cannot  help 
thinking  that  an  unfortunate  precedent  has  been 
established  for  voluntarily  surrendering  what  little  hold 
the  Court  possesses  over  a  debtor  with  regard  to  the 
realisation  of  his  property.  For,  so  long  as  the  discharge 
remained  ungranted,  the  trustee  would  have  had  the 
active  assistance  of  the  debtor,  who,  in  his  own  interest, 
would  have  been  compelled  to  recover  los.  in  the  £  at  least 
for  his  creditors  in  order  to  obtain  a  release  not  involving 
any  suspension ;  but  the  result  of  the  decision  is  that  the 
Court  has  placed  the  debtor  in  a  position  where  his 
interests  may  clash  with  his  duty  to  his  creditors.  We 
do  not  say  that  the  granting  of  the  application  in  this 
case  will  have  any  effect  upon  the  debtor's  efforts  to  do 
the  best  for  his  creditors.  We  are  dealing  with  general 
principles  only,  but  what  we  do  say,  unhesitatingly,  is 
that  no  insurance  company  could  be  found  to  guarantee 
such  a  possibility.  It  is  true,  to  a  certain  extent,  that 
a  discharge  has  no  effect  upon  the  machinery  for  collect- 
ing the  assets  and  paying  dividends,  which  works,  as  a 
rule,  automatically  and  uninterruptedly  up  to  the  release 
of  the  trustee,  but  it  ought  to  be  to  the  interest  of  the 
debtor,  as  it  is  to  the  creditors,  that  rust  should  not  be 
allowed  to  accumulate  for  want  of  oil.  If  this  decision 
remains,  it  will  not  be  long  before  a  case  may  arise 
where  there  is  collusion  between  a  bankrupt  and  his 
trustee  to  defeat  creditors  by  the  trustee  reporting 
favourably  with  regard  to  unrealised  assets  in  order  to 
secure  an  immediate  discharge,  the  Official  Receiver 
being  bound,  of  necessity,  to  incorporate  the  trustee's 
remarks  on  the  assets  in  his  own  report  to  the  Court, 
as  he  has  no  other  means  of  forming  a  judgment  as  to 
their  value. 

It  was  not  until  an  ingenious  debtor,  some  years  since, 
avoided  bankruptcy  altogether  by  propounding  a 
scheme  of  arrangement  for  paying  his  creditors  7s.  6d. 
in  the  £  out  of  mining  property  or  rights  in  Ruritaniai 
or  some  other  place,  that  officialdom  awoke  to  the 
desirability  of  having  responsible  sureties  for  the  carry- 
ing out  of  these  arrangements. 


Meefils  Ylote0. 


Gompany  Law     A  correspondent  of  The  Tribune  draws 
Reform.  attention    to    the    grave    objections, 

which,  he  says,  exist  from  the  point  of  view  of 
"private"  limited  companies,  to  the  provision  con- 
tained in  the  Bill  now  before  Parliaipent,  requiring 
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limited  companies  to  file  at  Somerset  House  an  annual 
Balance  Sheet  certiBed  by  the  auditors.  The  point 
made  by  our  contemporary's  correspondent  is  that  the 
object  of  the  provision  is  to  afford  protection  to 
persons  doing  business  with  limited  liability  concerns 
by  enabling  them  to  obtain  information  respecting 
their  assets  and  liabilities,  but  such  protection  is  not 
afforded  in  the  case  of  business  with  firms  or 
individuals  other  than  limited  companies,  and  yet  no 
injustice  is  felt.  He  states  that  it  is  usual  for  persons 
about  to  do  business  with  a  limited  company  to  apply 
for  certain  information  to  the  company,  and  if  it  is 
refused  they  are  quite  at  liberty  to  draw  their  own 
conclusions.  He  considers  that  while  every  effort 
should  be  made  to  protect  the  investing  public,  the  man 
of  business  is  quite  able,  and  should  be  left,  to  take 
care  of  himself.  He  makes  a  suggestion  that  the  filing 
of  yearly  Balance  Sheets  should  be  compulsory  only 
upon  such  companies  as  have,  by  their  articles,  taken 
powers  to  apply  for  a  quotation  on  the  Stock 
Exchange,  and  be  thinks  this  would  constitute  a  simple 
definition  of  the  difference  between  ** public"  and 
** private"  companies.  The  competitive  strain  of 
modern  business  is  ignored  altogether  in  these 
arguments,  and  we  cannot  see  that  the  filing  of  an 
annual  Balance  Sheet  by  all  limited  liability  concerns 
is  too  great  a  tax  to  be  paid  for  the  privilege  of  limited 
liability.  As  to  the  distinction  between  "  public  "  and 
"  private"  companies,  this  point  will,  perhaps,  never  be 
satisfactorily  settled  from  a  practical  point  of  view  at 
any  rate,  however  much  definitions  may  satisfy 
lawyers,  because  what  is  private  to-day  may  be  public 
to-morrow,  to  all  intents  and  purposes,  by  methods 
which  are  too  well  known  to  need  description. 


Company  Law  '^be  above  seems  to  have  stirred 
Beform.  up  many  amateur  reformers  of  our 
company  laws.  Mr.  Arnold  J.  Marks,  in  the  course 
of  a  long  letter,  complains  that  the  present  position 
may  be  said  to  be  one  in  which  vendors,  promoters, 
and  their  agents  and  nominee  directors  are  ranged 
against  the  mvesting  shareholders.  The  vendors, 
promoters,  and  their  friends  so  arrange  matters  that 
the  practical  control  of  the  company  remains  in  their 
hands,  with  the  result  that  the  investor  is  completely 
deprived  of  his  rights.  His  suggested  remedy  is  set  out 
as  follows : — 

i.^That  shareholders  hol(ting  or  representing,  say, 
25  per  cent,  of  the  issued  working  capital,  or  zo  per  cent. 


of  the  enitire  issued  capital,  in  any  public  comjpany 
shall  have  the  right  of  application  to  the  Re^lrar  of 
Joint  Stock  Companies  for  investigation  by  the  Court 
into  any  transaction  or  deali&g  by  the  company,  its 
servants,  or  agents,  upon  the  applicant  establishing  a 
primd  faeie  case  to  the  satisfaction  oi  the  Court  that 
the  shaieholders'  property  and  interests  are  or  have 
been  improperly  dealt  with  or  affected. 

2. — That  ample  security  for  costs  be  given  by  any 
such  applicant. 

3.— That  upon  tibe  Court  holding  that  there  has  been, 
or  may  be,  improper  dealings  the  same  may  be  set 
aside — or  injunction  granted — or  damages  awarded 
against  those  concerned. 

4. — That  it  shall   be   incumbent   upon   any  public 
company  whose  shares  are  offered  or  dealt  with  in  the 
United  Kingdom  to  hold  the  usual  shareholders'  meet- 
ings or  confirmatory  meetings  in  London  where  the 
offices  of  such  company  are  outside  the  jurisdiction  of 
our  Courts. 
We  think  a  better  remedy  would  be  available  if  share- 
holders generally  would   exercise  a  little  more  dis- 
crimination as  to  their  investments,  aud  not  rush  in, 
with  that  sublime  audacity  which  is  denied  to  angels, 
in  the  face  of  the  very  disabilities  about  which  they 
afterwards  complain  so  loudly.     Let  us  educate  the 
investor  rather  than  place  him  in  a  ring  fence  of  '*  Thou 
Shalt  not "  legislation. 

In  an  interesting  article  on  the  subject 
of  "  Consols  and  National  Finance," 
The  Financial  Times,  in  a  recent  issue,  makes  some 
very  instructive  remarks.  The  want  of  backbone  dis- 
played by  Consols  is,  of  course,  deplored,  but  some 
points  of  view  are  mentioned  which  indicate  that  a  low 
price  for  Consols  has  compensations.  This  attitude  is 
so  unusual  that  attention  may  be  drawn  thereto.  In 
the  first  place,  it  is  hoped  that  the  Chancellor  of  the 
Exchequer  will  devote  some  of  the  revenue  surplus  to 
the  cancellation  of  outstanding  debt ;  and  it  is  said  that 
the  low  price  of  the  funds  is  the  strongest  possible 
argument  in  favour  of  this  coarse,  as  not  only  would  a 
portion  be  redeemed  on  favourable  terms,  but  a  good 
step  would  be  taken  to  help  restore  British  credit  in 
view  of  possible  future  requirements.  It  may  be 
noted  that  a  million  sterling  will  redeem  at  the  present 
time  no  less  than  /^i, 162,000  of  nominal  debt.  Ten 
years  ago  the  same  sum  would  only  have  redeemed 
about  ^'890,000  of  Consols.  Another  interesting  point 
is  that  the  last  issue  of  Consols  was  made  in  April  1902 
at  93i  per  cent.,  when  32  millions  realised  ;^29,920,ooo 
in  cash.  This  portion  of  the  debt  could  now  be 
redeemed  at  a  cost  of  27}  mUlions,  being  a  saving  of 
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nearly  2^  millioos  sterling  ctn  ode  issue.    It  is  said  that 

this  is  a  very  strong  inducement  to  apply  available 

fands  to  the  extinguishment  of  debt.     Reference  in  the 

article  is  then  made  to  the  Post  Office  Savings  Bank 

deposits.    The  last  published  accounts  showed  that 

there  was  owing  to  depositors  a  sum  of  152  millions 

sterling,  which  is  mainly  represented  by  investments 

in  British  Government  securities,  and  particularly  by 

about  6o|  millions  of  Consols.    Some  little  time  ago 

there  was  considerable  agitation  with  regard  to  the 

shrinkage  in  the  market  value  of  these  stocks,  and  the 

Department  were  in  the  habit  of  compiling  an  annual 

Balance  Sheet  showing  on  the  one  side  the  amounts 

doe  to  depositors,  and  on  the  other  the  securities  taken 

at   market  prices    at    the    close    of   the    year.    The 

estimated  loss  at  the  end  of  the  year  1902  was  nearly 

six  millions  sterling,  and  to-day,  of  course,  the  deficit 

would  be  still  larger,  but  it  is  stated  that  there  are 

other  considerations  which  must  be  borne  in  mind,  and 

the  disappearance  of  the  **  misleading  "  Balance  Sheet 

is  hailed  with  satisfaction.     The  point  sought  to  be 

driven  home  is  that  the  yield  of  Consols  at  the  present 

time    enables   the  Department    to    show    a   surplus 

instead  of  a  deficiency,  and  it  is  said  that  it  is  far  more 

important  that  there  should  be  a  positive  surplus  on 

Revenue    Account    than    a    merely  nominal  one   on 

Capital  Account.    It  is  also  remarked  that,  instead  of 

having  to  realise  securities  at  low  prices,  the  Post 

Office  Savings  Bank  Department  is  a  perpetual  buyer, 

and  the  low  price  is,  therefore,  an  advantage  from  both 

points  of  view.    This  argument  is  all  very  well  so  far 

as  it  goes,  and  while  the  surplus  on  Revenue  Account 

may  be  quite  satisfactory,  the  continued  depreciation 

on  Capital  Account  must  not  be   ignored;  because, 

after  ail,  it  is  not  the  surplus  on  Revenue  Account 

which  is  going  to  provide  thp  funds  wherewith  to  pay 

off  the  depositors  in  case  of  a  run  on  the  bank,  but 

the   proems  of  the  investments,  and  as    the    total 

amount  due  to  depositors  at  the  end  of  the  year  1905 

was  the  vast  sum  of  152  millions  odd,  this  particular 

point  is  a  matter  which  should  not  be  overlooked.    We 

might  suggest  that  the  surplus  on   Revenue  Account 

shoold  be  applied  towards  providing  for  the  deficit  on 

Capital  Account.    This  would  seem  to  be  the  most 

prndent,  and  at  the  same  time  the  most  businesslike, 

coarse  of  action. 

Cmnvti^r  lAw  In  Messrs.  Robertson,  Lawson  &  Co.,  of 
V«w  •©ttUi  WalM.  Old  Broad  Street,  write  as  follows  to 
the  financial  press : — 

We  have  advices  from  our  corresponden.ts  in  New 
South  Wales  regarding  a  new  Act  which  received  assent 


cm  nth  December  last,  known  as  "The  Companies 
Anijendment  Act."  Under  this  Act  any  company  regis- 
tered elsewhere  than  in  New  South  Wales  and  carrying 
on  business  in  New  South  Wales  shall  within  six 
months  from  the  commencement  of  the  Act  register — 
{a)  Its  name  and  a  copy  of  its  memorandum  and 
articles  of  association. 

(b)  A  Balance  Sheet  containing  a  stateouenft  of  its 
assets  and  liabilities  at  a  date  not  more  than  twelve 
monUis  prior  to  the  date  of  such  registration. 

(c)  Name  and  place  of  abode  of  business  of  the 
person  appointed  by  the  company  to  carry  on  the 
business  of  the  company  in  New  South  Wales. 

(d)  The  situation  of  the  principal  office  of  the  com- 
pany or  society  in  New  South  Wales. 

The  person  so  registered  is  to  be  deemied  the  agent  of 
the  company.  Any  company  failing  to  comply  with 
the  provisions  of  this  Act  and  any  person  carrying  on 
the  business  of  any  such  company  which  has  failed  to 
comply  with  such  provisions  shall  be  liable  to  a  penalty 
not  exceeding  £^  a  day  during  which  business  shall* be 
carried  on.  Every  such  public  officer  shall  be  answer- 
able for  the  doing  of  all  such  acts  and  things  as  are 
required  to  be  done  by  the  company  and  shall  be  per- 
sonally liable  for  all  penalties,  &c.  Having  registered 
in  terms  of  the  Act,  the  company  must  then  comply 
with  the  provisions  of  Sections  20  and  21  of  the  prin- 
cipal Act.  These  sections  involve  the  furnishing  of  a 
return  every  year  containing  a  summary  of  the  share- 
holders, capital  of  the  company,  &c.  Moreover,  the 
company  is  under  obligation  to  make  at  least  once  in 
every  year  a  list  of  debenture  and  stock  holders,  show- 
ing the  number,  denomination,  value,  and  due  date  of 
all  debentures,  stock,  and  other  securities  secured  on 
the  property  of  the  company.  This  list  must  specify 
the  names,  addresses,  and  occupations  of  the  persons 
to  whom  such  debentures,  stock,  or  securities  were 
issued  or  given  by  the  company,  or  in  whose  name  such 
debentures,  stock,  or  securities  stand  in  the  books  of 
the  company.  This  summary  of  shareholders  and  lis* 
of  debenture  and  stock  holders  is  to  be  completed 
within  three  months  of  a  general  meeting  at  which  a 
Balance  Sheet  is  presented  every  ^ear,  or  within  the 
last  six  months  of  the  preceding  year,  and  the  list  and 
the  Balance  Sheet  are  to  be  filed  in  the  office  of  the 
Registrar-General. 

These  are  the  principal  features,  so  far  as  they  are 
likely  to  affect  English  companies. 


The  Ontlook  for    From  transatlantic  reports   it    seems 
AftS!?*in  *toe     P'^^t^y  evident  that  in  many  quarters  a 
States.  belief  has  sprung  up  that  a  period  of 

industrial  recession  is  at  hand  in  the  United  States,  for 
it  is  said  that  the  banks— always  the  first  straws  in  the 
stream  to  indicate  the  change  of  the  current — are 
refusing  to  lend  money  for  the  purpose  of  increasing 


664 


THE    ACCOUNTANT 


April  27,  1907. 


industrial  plants  or  of  business  extension,  though  they 
show  no  hesitation  in  providing  for  legitimate  require- 
ments at  fair  rates.  As  regards  the  railway  outlook, 
retrenchment  must  be  inevitable,  for  it  cannot  be 
expected  that  so  astute  a  politician  as  President 
Roosevelt  has  shown  himself  to  be  has  placed  all  bis 
cards  on  the  table.  Indeed,  in  one  quarter  it  is  said 
that  "  the  next  year  or  so  will  be  sensational  in  develop- 
ments between  the  Government  and  the  railroads.*' 
Already  the  pinch  is  making  itself  felt,  for  the  money 
market  seems  to  be  discriminating  against  the  railroads. 
As  an  example  of  this  tendency  the  case  of  the  Erie 
Company  may  be  quoted.  This  company  had  five 
million  dollars  of  notes  maturing  between  April  and 
the  end  of  June  next,  and  in  order  to  take  these  up  it 
is  said  that  the  company's  bankers  have  discounted  a 
new  issue  of  5,500,000  dollars,  which  is  being  offered  to 
investors  at  93,  so  that,  as  one  critic  says,  the  Erie  line 
is  paying  about  10  per  cent,  for  a  year's  accommoda- 
tion. Students  of  American  affairs— and  in  these  inter- 
national days  few  can  afford  to  ignore  the  United  States 
— will  doubtless  find  much  that  will  be  interesting  and 
instructive  in  the  happenings  of  the  next  few  months— 
that  is,  if  the  prophets  estimate  the  future  correctly. 


Stock  Exehantfe  In  a  recent  number  of  the  Contem- 
Reform.  porary  Review  the  Assistant-Secretary 
of  the  Liverpool  Stock  Exchange  points  out  some  of 
the  defects  of  the  Stock  Exchange  (London),  which 
tend  to  keep  it  out  of  harmony  with  the  public,  whose 
confidence  is  said  to  have  been  lost.  His  suggested 
changes  are : — 

(i)  The  abolition  of  the  dual  status  of  jobber  and 
broker. 

(2)  The  establishment  of  a  minimum  scale  of 
commissions. 

(3)  The  prohibition  of  dealings  by  members  of  the 
Stock  Exchange  with  any  outside  dealers,  except 
those  of  provincial  Exchanges,  or,  at  least,  any 
dealings  with  any  broker  who  advertises. 

A  correspondent  of  The  Financial  Times ^  discussing 
these  remedies,  points  out  very  properly  and  forcibly 
that  their  adoption  would  create  a  virtual  Stock 
Exchange  Trust,  which  would  benefit  the  members 
only  and  nobody  else.  There  is  something  to  be  said, 
he  thinks,  for  the  abolition  of  the  distinction  between 
broker  and  jobber,  and,  presumably,  for  the  fixing  of  a 
minimum  scale  for  commissions,  but  that  is  all.  A 
strong  plea  is  made  for  the  right  of  advertising,  and 
some  very  interesting    arguments    are    put    forward 


which  at  any  rate  make  out  diprimd  facie  case  for  con- 
sideration, but  in  the  present  state  of  Stock  Exchange 
opinion  there  seems  little  chance  of  the  free  criticism 
which  advertising  would  foster  becoming  a  recognised 
fact. 


^     ,  ,  The  Dean  of  Durham  has  been  recently 

Pooplo  I 
Co-operatiTo      advocating     the      establishment     of 

Bank!.  people's   banks    which    are   to  think 

"  first  of  the  worker,  last  of  themselves."    There  should 

be,  he  says,  undoubted  security,  business-like  system, 

honest  treatment,  and  clear  solvency.    Among  other 

desiderata  he  mentions  early  access,  easy  withdrawal, 

good  advice  to  customers,  and  a  fair  return  to  all 

depositors,  in  addition    to   strict    secrecy    and  "  an 

annual  inspection  of  affairs  by  Government  auditors." 

It  would  be  easy  to  go  on  enumerating  counsels  of 

perfection  and  idealistic    prescriptions  in  which  the 

Dean  indulges,  but  they  are  of  so  little  practical  use 

that  we  spare  our  readers'  patience.    The  recipe  may 

be,  in  Beetonesque  language,  said  to  be :  Take  a  heaped 

up  tablespoon ful    of    idealism,  add  two    pinches    of 

Utopian  ethics,  simmer  well  over  a  sharp  fire,  stirring 

in  a  liberal  allowance  of  orthodoxy,  and  serve  hot  with 

platitude  sauce. 


^  ^       ^,       ^    Someone  has  discovered  that  although 
Partnership  and  ^ 

the  Prevention  of  many  articles  of  partnership  contain  a 
GorrnptloB  Aot.  provision  that  expenses  incurred  by  a 
partner  in  entertaining  persons  in  the  interests  of  the 
partnership  business  shall  be  repaid  to  him  out  of  the 
partnership  funds,  the  practice  of  treating  customers 
cannot,  in  view  of  the  Prevention  of  Corruption  Act,  be 
treated  as  a  matter  of  course.  This  is  rather  obvious, 
of  course,  but,  so  long  as  the  entertainment,  &c.,  takes 
place  between  principals  there  can  be  no  objection. 
Where  agents  are  concerned,  the  Act  applies,  partner- 
ship or  no  partnership. 


Extension  of  ^  ^^'^  ^^  amend  the  law  as  to  the 
Trostees*  Power  investment  of  trust  funds  in  municipal 
re  Investments,  ^^d  other  securities  has  been  intro- 
duced into  the  House  of  Commons  by  Mr.  Harmood- 
Banner,  F.C.A.,  M.P.,  under  the  title  of  the  "  Trust 
Investment  Bill."  The  general  idea  of  the  measure  is 
to  remove  the  disability  that  exists  at  present  regard- 
ing the  securities  issued  by  the  corporation  of  a 
borough  having  a  population  which  does  not  exceed 
50,000.  It  may  be  remembered  that  a  similar  amend- 
ment of  the  law  in  favour  of  Scotland  took  place  in 
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1898.  The  Bill  also  authorises  the  iovestment  of  trust 
funds  in  securities  issued  by  a  joint  board  and  charged 
on  the  rates,  provided  that  one  of  the  members  of  the 
board  is  a  municipal  corporation  or  county  council, 
and  another  clause  seeks  to  permit  the  investment  of 
any  Redemption  Fund,  Sinking  Fund,  or  other  fund  of 
a  local  authority  in  real  securities. 


TiMAiBoclatioD  ^°  another  column  of  the  present 
of  Manleipal  issue  we  reproduce  an  account  of  the 
Oorpontlont.  banquet  held  at  the  Hotel  Cecil  on 
the  17th  inst.  in  connection  with  the  recent  annual 
meeting  of  the  Association  of  Municipal  Corporations. 
The  chair  was  occupied  by  Mr.  J.  S.  H arm ood- Banner, 
F.C.A.,  M.P.,  the  President-elect  of  the  Association. 


UnreilBtered  ^^^^  some  correspondence  which  has 
*•  Limited*'      been    published    in   a  recent  issuj3   of 

Companies,  ^'/t^  Financial  News  it  appears  that  the 
Registrar  of  Joint  Stock  Companies  has  virtually 
admitted  that,  so  far  at  least  as  his  Department  is  con- 
cerned, there  is  nothing  to  prevent  anyone  who  may 
feel  so  inclined  from  describing  himself  as  a  limited 
company  without  having  taken  the  trouble  to  register 
as  such,  and  to  pay  the  prescribed  fees.  Without 
going  quite  so  far  as  to  suggest  that  anyone  who 
deliberately  seeks  to  obtain  credit  by  a  false  descrip- 
tion is  seeking  to  obtain  it  by  fraud,  and  should  thus 
be  amenable  to  the  criminal  law,  we  may  point  out 
that  it  ought,  one  would  suppose,  to  be  the  duty  of  a 
well-managed  Government  Department  to  see  that  it 
receives  all  possible  fees.  If  the  fault  lies  with  the 
law  rather  than  with  the  executive  the  law  should  be 
amended,  and  as  there  is  at  the  present  time  a  Bill  for 
the  amendment  of  the  Company  Law,  this  should 
present  no  difficulty.  We  would  suggest  that  a  short 
clause  should  be  added  to  the  effect  that  all  persous, 
or  combinations  of  persons,  describing  themselves  as 
limited,  not  registered  under  the  Companies  Acts,  or 
under  some  other  Act  providing  for  incorporation  with 
limited  liability,  be  liable  upon  conviction  to  a  fine 
eqaal  to  what  would  have  been  the  registration  duties 
bad  they  been  registered  as  a  limited  company,  with- 
out, however,  payment  of  such  fine  operating  to  pro- 
vide them  with  any  of  the  privileges  of  registration. 


An  Old  In  the  Coventry  Bankruptcy  Court  on 

B«Bkraptoy.       the  15th  inst.  a  debtor  who  had  been 

adjudicated  in  1888,  and  had  absconded,  made  his  first 

appearance  under  somewhat  unusual  circumstances. 


It  appears  that,  having  lately  come  into  possession  of 
a  good  deal  of  money,  he  had  returned  and  paid  his 
creditors  20s.  in  the  £y  together  with  4  per  cent,  interest 
thereon.  As  the  interest  in  such  cases  runs  from  the 
date  of  the  receiving  order,  it  amounted  to  no  less  than 
72  per  cent,  on  the  claims  provable  in  the  bankruptcy. 


Bankrnptoy  During  the  quarter  ended  the  31st 
Btatutlci.  March  last  the  total  number  oi 
receiving  orders  and  administration  orders  in  bank- 
ruptcy was  1,083,  as  against  1,254  ^°  the  corresponding 
quarter  of  last  year,  and  1,317  in  the  corresponding 
quarter  of  1905.  There  has  thus  been  a  steady  and 
substantial  reduction  in  the  number  of  insolvencies. 
This  reduction  is  somewhat  more  marked  in  High 
Court  cases  than  in  County  Court  cases,  being  162, 
183,  and  218  for  the  three  quarters  already  referred  to, 
against  totals  of  921,  1,071,  and  1,099  ^or  County  Court 
cases.  It  is,  perhaps,  of  interest  to  note,  however, 
that  in  the  following  County  Courts  there  has  been  a 
distinct  increase  in  the  number  of  receiving  orders 
during  the  period  under  review: — Bath,  Bristol, 
Croydon,  Great  Yarmouth,  Lewes  and  Eastbourne, 
Nantwich  and  Crewe,  and  Worcester. 


k  Btady  in        Certain  shares  are  reported  to  be  the 

Reservatloni.      subject  of  circulation  through  the  post, 

and  in  connection  therewith  the  following  certificate  by 

a  firm    of   Chartered    Accountants   is   quoted.      Its 

reservations  are  instructive  to  the  expert ! 

Dear  Sir, 

,  Lira. 

In  accordance  with  your  request,  we  beg  leave  to 
certify  that  we  have  inspected  the  accounts  from 
1st  January  1900  to  31st  December  1904. 

We  certify  (the  net  annual  average  profits  for  the  five 
years,  emding  31st  December  1904  declared  by  such 
accounts  to  be  ;^5,377  8s.  5d.  These  profits  are  arrived 
at  afteo:  charging  ;^6,o58  14s.  6d.  for  depreciation  over 
the  period,  which  is  equivalent  to  an  annual  average 
depreciation  of  ;^i,2ii   14s.   iid. 

The  accounts  to  3i9t  October   1903  were  compiled 

from  returns  furnished  by ,  the  accountant, 

and  the  details  were  not  examined  by  our  prede- 
cessors to  that  date  as  subsequent  accounts  have 
been. 

The  annual  average  profits  of  £Si377  8s.  5d.  are  there- 
fore subject  to  the  accuracy  of  the  amounts  added  by 
the  accountant  to  Capital  Expenditure  to  lihat  date. 
We  see  no  reason,  however,  to  doubt  the  accuracy  of 
the  items  thus  added,  amounting  in  the  aggregate  to 
£13,1^5  IIS.  6d. — Yours  faithfully. 
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Bnrohargei. 


The  District  Auditor  of  the  accoants  of 
the  Wallasey  Urban  District  Council 
recently  surcharged  a  number  of  items  in  the  nature  of 
expenses  fncurred  in  attending  various  annual  confer- 
ences, exhibitions,  and  meetings  of  public  bodies.  With 
reference  to  this  incident  it  is  pleasant  to  quote  as 
follows  from  The  Municipal  Journal : — 

It  is  almost  certain,  of  course,  that  the  majority  of 
these  surcharges  will  be  remitted  by  the  Local  Govem- 
ment  Board  as  the  result  of  the  appeal  that  is  now 
being  made  to  that  Department.  That  is  the  general 
custom,  but  it  is  none  the  less  desirable  that  urban 
disftiict  councils  and  all  authorities  whose  accoumts  are 
subject  to  the  audit  of  the  Local  Government  Board 
should  receive  some  definite  intimation  as  to  whether 
they  are  expected  to  be  offidally  represented  at  the 
proceedings  of  these  oiganisations  or  noL  The  effect 
of  district  auditors  going  about  the  country  sur- 
charging local  atithorities  with  illegal  expenditure  that 
is  subsequently  approved  by  the  Local  Government 
Board  will  in  the  end  be  to  set  up  a  reign  of  terror  that 
will  drive  many  of  the  most  useful  councillors  out  of  the 
public  service  altogether. 


Income  T|kx. 


In  reply  to  the  letter  from  Mr.  Herbert 
M,  Gowar,  which  we  reproduced  in  our 
last  issue,  we  may  say  that  interest  upon  a  promissory 
note  is  not  annual  interest,  and  that  the  maker  of  the 
promissory  note  cannot,  therefore,  claim  to  deduct 
income-tax  on  the  interest  from  the  face- value  of  the 
note.  A  bill  of  exchange  is  an  unconditional  under- 
taking to  pay  a  fixed  sum  on  a  fixed  or  determinate 
date.  With  regard  to  the  case  cited  by  our  correspon- 
dent, we  very  much  doubt  whether  a  secretary  as  such 
could  be  held  personally  liable  in  any  event  provided 
he  had  not  acted  in  opposition  to  instructions  given  by 
the  directors.  It  occurs  to  us  as  being  more  probable 
that  the  facts  upon  which  our  correspondent  is  relying 
are  that  a  liquidator,  in  making  payments  of  interest, 
has  deducted  income-tax  at  the  current  rate,  and  has 
afterwards  distributed  the  moneys  in  his  possession 
without  accounting  to  the  Inland  Revenue  authorities 
for  the  tax  so  collected  by  him.  In  such  a  case  the 
liquidator  would  presumably  be  personally  liable, 
because  the  funds  in  the  liquidation  are  under  his  con- 
trol. A  secretary,  howsver,  does  not  personally  deduct 
interest  from  interest  payments.  The  deduction  is 
made  by  the  company,  and  it  is  the  company  that  is 
accountable  to  the  Inland  Revenue  authorities. 


out  that  it  is  quite  competent  for  a  trader  to  assign  his 
book  debts,  and  that  such  assignment  requires  no 
registration.  In  the  case  of  bankruptcy,  however, 
notice  of  the  assignment  must  have  been  served  upon 
the  debtor  prior  to  the  bankruptcy,  or  the  trustee  will 
be  entitled  to  claim  that  the  property  had  not  passed 
from  the  assignor.  Such  assignments,  if  made  bond 
fide  for  value,  are  protected  transactions,  even  if  occor- 
ring  upon  the  eve  of  bankruptcy. 


The  Aulgiimeiit  With  further  reference  to  the  letter 
of  Book  Debts*  signed  "  Curious,"  which  appeared  in 
ur  Correspondence  columns  last  week,  we  may  point 


Legality  of  The  question  raised  by  our  correspon- 
Dopreclatlon  ^®°*  ^^'  ^^ed.  J.  Beckett,  as  to  the 
Char^oi.  right  of  a  local  authority  to  levy  a  rate 
to  make  good  the  deficiency  of  a  trading  undertaking 
when  that  deficiency  has  been  caused  by  making  pro- 
vision for  depreciation,  raises  a  question  of  some 
interest  which  has  not  yet  been  legaUy  decided. 
Pending  an  actual  decision  in  Court  it  is,  of  course, 
only  possible  to  surmise  what  view  the  Courts  may 
ultimately  take,  but  we  should  be  somewhat  surprised 
if  it  were  to  be  held  that  a  local  authority  had  no  power 
to  charge  an3rthing  against  Revenue  save  actual  pay- 
ments in  money.  If  the  ordinary  Revenue  expendi- 
ture may  be  charged  against  profits,  whether  actually 
paid  out  or  not,  it  would  seem  to  naturally  follow  that 
any  reasonable  reserve  for  future  expenditure  upon 
repahrs  is  equally  chargeable,  provided  it  be  an 
estimate  to  cover  a  loss  actually  sustained  during  the  I 
current  period  for  wear  and  tear.  A  provision  for 
obsolescence  would,  however,  quite  possibly  come 
under  another  heading,  in  that  it  is  by  no  means  certain 
that  the  provision  will  be  needed. 


The  Eqaitable  '^^®  ^^^th  annual  general  meeting  of 
Life  Aiiaranoe  the  Equitable  Life  Assurance  Society 
BooUty.  lias  been  convened  for  the  and  prox., 
when  the  accounts  for  the  year  ended  the  31st  December 
1906  will  be  submitted  for  approval.  As  the  auditors* 
certificate  attached  to  these  accounts  is  dated  the 
2ist  February  last,  it  is  not  quite  clear  why  there 
should  be  so  much  delay  in  the  holding  of  the  general 
meeting.  It  is  interesting  to  observe,  however,  that, 
at  all  events  m  one  respect,  the  society  is  thoroughly 
up  to  date,  in  that  its  articles  require  that  one  of  its 
auditors  shall  be  a  professional  accountant  or  a  firm  of 
professional  accountants,  the  post  being  at  present  held 
by  Mr.  Frederick  Whinney,  F.C.A.  The  total  amount 
of  new  business  amounted  to  /'284»929«  producing  in 
premiums  ;f  9,052,  not  including  ;f  971  in  single  premiums. 
The  sum  of  ^^8,108  was  received  as  purchase-money  for 
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annuities  amounting  to  ;£'66i  per  annum.  During  the 
year  under  review  claims  by  death  arose  under  93 
policies,  of  the  face  value  of  ;£*!  19,800.  Bonuses,  how- 
ever, had  increased  the  total  amount  payable  to 
;£'262,758.  The  society  is  a  purely  mutual  one,  and  has 
never  employed  agents,  or  paid  any  commission  on  the 
introduction  of  business,  yet  its  net  premium  income 
amounted  last  year  to  /'iSSjaoi,  and  its  total  funds  to 
nearly  five  millions  sterling. 


Tha  (Mgjin  of  At  the  Guildhall  Police  Court  recently  it 
'*"*^  was  stated  that  a  stockbroker's  clerk,  who 
was  charged  on  his  own  confession  with  heavy  defalca- 
tions in  his  accounts,  had  written  a  letter  to  bis 
employers,  in  which,  while  offering  no  excuses,  he  con- 
demned the  system  obtaining  in  the  office,  which, 
he  said,  had  made  his  way  easy,  as  no  check  was 
put  upon  his  doings.  In  any  other  office,  he  continued, 
what  he  had  done  would  have  been  discovered  at  once. 
But  for  the  exceptional  circumstances  arising  out  of 
the  recent  financial  crisis  he  might,  he  asserted,  have 
gone  on  undetected  almost  indefinitely.  Whether  or 
not  aU  of  these  assertions  be  true  or  false,  the  fact 
remains  that  with  a  proper  system  of  accounts,  properly 
checked,  it  is  absolutely  impossible  for  serious  fraud  to 
remain  undetected  for  any  considerable  length  of  time. 
On  the  other  hand,  an  absence  of  all  systems  of  check, 
not  merely  leaves  the  door  open  to  fraud,  but  some- 
times even  suggests  it. 


Correspondence  and  Enqulricd. 


All  commanicatlons  to  the  Editor  should  be 
by  letter  only. 


IW$  ar$  at  all  times  ready  to  insert  correspondence  on 
mattirs  of  interest  to  the  Profession,  but  we  do  not  of  course 
hold  oursdves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended  for 
current  issue  must  reach  us  at  the  laUst  by  Wednesday 
afternoon:  and  must  in  all  cases  be  accompanied  by  the 
na$ne  and  address  of  cofrespondents»  not  necessarily  for 
publication,  but  as  a  guarantee  of  good  faith.'] 


Assignment  of  Book  Debts. 

[There  is  no  need  of  registration.  The  assignment 
might,  however,  in  itself  amount  to  an  act  of  bank- 
ruptcy, either  as  a  **  fraudulent  assignment "  or  as  a 
"  fraudulent  preference,"  on  which  a  petition  could  be 
presented  within  three  months.    If  so,  or  if  on  any 


other  grounds  bankruptcy  supervened,  the  right  to  the 
book  debts  would  pass  to  the  trustee  in  bankruptcy 
under  the  *'  possession,  order,  and  disposition  *'  clause 
of  the  Bankruptcy  Act,  1883,  unless  before  the  com- 
mencement of  the  bankruptcy  the  assignee  had  taken 
them  out  of  such  **  possession,  &c.,"  of  the  bankrupt  by 
giving  notice  of  the  assignment  to  the  various  debtors. 
— Our  Legal  Contributor.] 


Revenue:  Depreciation. 

(To  the  Editor  of  the  Accountant.) 
Sir, — The  suggestions  made  by  your  correspondent, 
Mr.  J.  B.  Smith,  of  Melbourne,  are,  in  my  opinion,  well- 
timed,  especially  "that  the  Councils  of  accountancy 
"  bodies  should  watch  for  forms  of  account  issuing  from 
"  the  Legislature  and  from  Government  Departments, 
"  so  as  possibly  to  prevent  such  forms  as  may  not  be 
"  in  accordance  with  the  principles  of  accountancy 
**  from  being  issued  to  the  public  generally."  It  is 
well  known  that  the  requirements  of  the  various 
municipal  and  sanitary  laws  of  England  greatly  err  in 
this  respect — ^the  requirement  being  for  "  receipts  and 
expenditure  "  accounts,  whereas  it  should  be  "  income 
and  expenditure*'  accounts,  or  "receipts  and  pay- 
ments "  accounts. 

Depreciation, — Similarly,  with  respect  to  the  excellent 
lecture  by  Professor  Dicksee,  Parliamentary  draughts- 
men need  technical  guidance.  Is  it  at  all  likely  that 
Parliament  will  compel  municipalities  to  provide  both  a 
Depreciation  and  a  Sinking  Fund,  as  there  is  no  doubt 
that  at  the  time  it  was  started  the  latter  was  intended 
to  include  the  former  ?  In  my  opinion,  what  we  should 
try  to  get  is  a  depreciation  sufficient  to  provide  the 
necessary  Sinking  Fund,  and  include  in  it  a  reserve  for 
obsolescence.  Since  1900  this  method  has  been  adopted 
by  the  Bolton  Corporation,  as  their  accounts  show,  and 
several  other  boroughs  have  followed  in  the  wake  of 
Bolton. 

To  clearly  understand  Professor  Dicksee,  it  is 
necessary  to  come  from  the  general  to  the  individual, 
and  though  he  disclaims  criticising  or  discussing  in 
any  way  the  financial  policy  pursued  by  any  local 
authority,  can  we  arrive  at  his  exact  meaning  and 
recommendation  unless  we  understand  his  definitions  ? 
As  the  pioneer  amongst  municipalities  on  this  question, 
may  I  therefore  ask  Professor  Dicksee  what  further' 
rtliabU  data  he  would  consider  necessary  in  addition 
to  that  given  in  the  Bolton  Electricity  Accounts  ?  Is 
not  the  statement  he  makes  rather  sweeping?  He 
says  "  I  trust  that  this  important  point,  the   enti^- 
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*<  absence  from  published  accounts  of  such  reliable 
"  data  as  will  enable  competent  persons  to  form  a 
*'  correct  impression  as  to  the  financial  position.  ..." 
Is  it  possible  that  Parliament  could  be  got  to  legalise 
and  enforce  Professor  Dicksee's  suggestions,  unless  the 
recommendation  of  Professor  S.  H.  Turner  was  also 
adopted  requiring  a  full  Depreciation,  and  the  Sinking 
Fund  period  being  extended  to  eighty  or  one  hundred 
years  for  all  classes  of  work.  It  must  not  be  forgotten 
that,  while  we  are  discussing  the  matter,  the  municipal 
debt  of  England  is  being  rapidly  repaid,  and  that,  in 
twenty  or  thirty  years,  more  than  two-thirds  of  the 
debt  will  be  wiped-out  or  provided  for.  I  only  hope 
that  the  Departmental  Committee  appointed  by  the 
President  of  the  Local  Government  Board  to  consider 
Local  Authorities*  Accounts  generally  will  prove  them- 
selves to  be  sufficiently  expert  to  deal  with  this  question 
on  thoroughly  practical  lines. 

Yours  faithfully. 
Town  Hall,  Bolton.  GEO.   SWAINSON. 

ly th  April  1907. 


Company   Profits  and    Qoodwill. 

{To  the  Editor  of  The  Accountant,) 
Sir, — "A.,"  a  journalist,  starts  a  monthly  periodical 
on  ist  January  1905,  and  after  publishing  two  numbers 
gets  into  financial  difficulties,  and  induces  B.  to  give 
him  £100  for  a  half-share  in  the  paper,  A.  and  B. 
sharing  as  from  ist  March  1905.  The  paper  is  continued 
at  a  loss  of  £100  per  month,  and  B.  pays  in  additional 
amounts  as  required  to  keep  the  business  going.  On 
30th  June  1905  a  private  limited  liability  company 
(subject  to  Table  A)  is  formed  to  take  over  the  paper 
as  from  ist  March.  A.  and  B.  receive  250  shares  each 
as  fully  paid  for  the  goodwill  of  the  paper,  and 
additional  shares  are  allotted  to  B.  for  the  amounts 
advanced  by  him  between  ist  March  and  30th  June. 
During  the  next  six  months  a  loss  of  ;£'200  is  incurred, 
making  a  total  loss  of  £^0  from  ist  March  to  31st 
December  1905,  at  which  date  accounts  are  prepared. 
What  will  be  the  amounts  stated  in  the  Balance  Sheet 
for  Goodwill  and  Profit  and  Loss  Account  respectively  ? 

Another  account  is  prepared  for  the  year  ending 
31st  December  1906,  when  it  is  found  that  the  paper 
has  made  a  profit  of  £300 ;  is  this  available  for  dividend  ? 

Yours  faithfully, 
April  22nd  1907.  NEWSPAPER. 


Depreciation. 

{To  the  Editor  of  The  Accountant.) 

Sir, — For  a  long  period  your  valuable  journal  was 
alone  in  urging  the  profound  importance  of  this  subject. 
It  is  gratifying  to  note  the  recognition  of  these  views 
increase  in  volume  and  force  as  time  passes — in  this 
respect  also  confirming  your  prophetic  notices  years 
ago. 

Many  systems  and  variations  of  systems  have  been 
proposed,  illustrated,  and  enforced  in  the  pages  of  The 
Accountant  and  elsewhere,  from  time  to  time,  with  more 
or  less  ability. 

They  nearly  all,  however,  have  the  fatal  error  that 
whilst  endeavouring  to  avoid  the  Scylla  of  insufficient, 
irregular,  or  even  no  depreciation  allowance,  they  fall 
into  the  equally  dangerous  Chary bdis  of  fixing  rates 
which  are  to  hold  good  for  a  long  period  of  years— even 
to  the  extent  of  an  imaginary  useful  lifetime  of  the 
items  thus  depreciated ! 

With  much  of  the  able  paper  by  P.  D.  Leake,  Esq., 
reported  so  fully  in  your  issue  of  last  week,  I  am  in 
cordial  agreement,  but  he,  like  most  accountants,  falls 
into  the  error  of  supposing  he,  or  someone  else,  can  fix 
a  rate  of  depreciation  which  shall  be  regular.  It  cannot 
be  too  strongly  stated  that  a  permanent  rate  of  depre- 
ciation is  an  impossibility.  The  same  rate  adopted  for 
two  precisely  similar  plants  in  the  same  district  or  town 
may  be  altogether  wrong — even  when  owned  by  the 
same  firm  or  company.  It  depends  altogether  upon 
the  upkeep. 

Now,  this  being  an  indisputable  fact,  the  question 
follows.  Who  is  to  fix  the  rate  of  depreciation,  and  how 
is  this  to  be  ascertained  ?  With  every  respect  to  accoun- 
tants, I  assert  that  they  are  not  the  right  persons  to  do 
this.  They  cannot  possibly  have  the  technical  knowledge 
necessary  to  judge  the  condition  of  machinery,  upkeep, 
obsolescence;  whether  costs  have  been  unduly  high, 
and  other  causes  of  depreciation.  Neither  is  it  fair  to 
themselves  that  they  should  be  saddled  with  such  a 
responsibility. 

It  is  also  undesirable  that  either  managers  or  directors 
should  undertake  the  onerous  duty  of  fixing  the  rates  of 
depreciation.  Frequently  directors  do  not  possess 
sufficient  practical  knowledge  to  enable  them  to  do  it ; 
and  even  when  they  are  thus  equipped,  they  can  hardly 
be  expected  to  spend  sufficient  time  to  make  the 
necessary  examinations,  especially  in  concerns  of  an 
extensive  nature.  It  then  falls  upon  the  manager,  who 
naturally  does  not  care  to  confess    the   upkeep    or 


April  27,  1907. 


THE    ACCOUNTANT 


669 


mainteQance    has   been   inadequate,  which    fixing   a 
liberal  rate  for  depreciation  would  imply. 

The  only  method  of  arriving  at  a  reliable  rate  of 
depreciation  is  by  having  an  annual  inspection  made 
by  an  independent  and  reliable  expert,  who  shall  certify 
from  actual  examination  and  personal  knowledge.  It 
may  be  argued  that  the  cost  of  this  is  prohibitive,  but 
this  is  a  mistake.  Hosts  of  well-known  firms  have 
adopted  it.  It  is  certainly  a  crying  necessity  for  muni- 
cipal undertakings — in  many  of  which  vast  sums  have 
been  firittered  away  by  unnecessary  costs,  experimental 
work,  and  other  directions  (most  of  which  appear  in 
Capital  Account)  which  an  independent  valuer  would 
strike  out  and  put  them  on  a  sound  commercial  basis. 

In  the  foregoing  comments  I  have  confined  myself  to 
Depreciation.  The  subject  of  a  Sinking  Fund,  being 
altogether  different,  and  purely  a  matter  of  account, 
must  be  dealt  with  by  accountants. 

I  am,  yours  obediently, 

HY.  SHERLEY  PRICE. 


Accountants   Practising:  Abroad. 

(7*0  the  Editor  of  Tki  Accountant,) 

Sir,— I  should  feel  obliged  if  you  could  give  me  some 
information  on  the  following  point. 

As  yon  are  aware,  {here  are  year  after  year  a  quantity 
of  English  Chartered  Accountants  who  go  out  to  the 
Colonies  to  practise  their  profession.  5>o  far  as  I  know, 
no  restriction  is  placed  upon  them  any  more  than  if 
they  stayed  at  home. 

If  a  member  of  one  of  the  Institutes  of  Colonial 
Chartered  Accountants  came  to  England  to  practise, 
would  he  be  allowed  to  use  his  designation  in  the  same 
manner  as  the  English  Chartered  Accountants  do  who 
go  out  to  the  Colonies  ? 

Yours  truly, 

ApHl  22nd  1907.  CU  RIOUS. 


Qennan  Company  Law. 

{To  tki  Editor  of  The  Accountant.) 

Sir, — ^There  is  no  audit  in  addition  to  that  by  the 
Andit  Committee  of  German  companies,  which,  I  am 
told,  is  generally  a  farce,  limited  to  counting  the  cash 
and  adding  up  the  Cash  Book  monthly. 

London,  Apnl  2zrd  1907.  J.  A.  H EATON. 


.    Depreciation,  with  Special  Reference  to  the 
Accounts  of  Lx>cal  Authorities. 

(To  the  Editor  of  Tho  Accountant.) 

Sir, — With  reference  to  the  letter  from  your  corre- 
spondent **  Depreciation,"  which  appeared  in  your  last 
issue,  I  do  not  know  that  any  useful  purpose  would  be 
served  by  my  attempting  to  "  reconcile  "  the  statement 
quoted,  which  I  made  four  years  ago,  with  that  to  be 
found  in  my  recent  lecture  upon  the  above  subject. 

I  may  point  out,  however,  that  while  it  appears  to 
have  been  the  custom  of  the  Local  Government  Board 
to  sanction  Loans  for  renewals  where  the  repayment 
of  the  original  Loan  had  already  been  provided  for  (a 
course  of  procedure  which  involves  a  permanent  indebt- 
edness on  the  part  of  the  Local  Authority,  although 
each  individual  Loan  is  not  permanent),  yet  there  is,  so 
far  as  I  am  aware,  nothing  to  prevent  a  Local  Authority 
— ^if  it  thinks  fit — ^from  providing  for  the  cost  of  renewals 
out  of  Revenue,  the  effect  of  which  will  be  to  enable  it 
to  *'  gradually  acquire  the  undertaking  as  its  own,  free 
of  debt."  The  increasing  difiiculties  placed  by  the 
Local  Government  Board  in  the  way  of  granting  Loans 
for  renewal  purposes  seem  to  show  that  it  is  (at  all 
events  for  the  time  being)  part  of  the  policy  of  that 
Department  to  endeavour  to  establish  the  finances  of 
Local  Authorities  upon  this  basis. 

My  recent  lecture,  however,  aimed  at  describing  not 
what  I  consider  to  be  the  ideal  financial  policy  for  such 
an  Authority,  but  rather  the  inevitable  consequences  of 
regarding  the  provision  of  the  statutory  Sinking  Fund 
as  taking  the  place  of,  and  as  being  equivalent  to,  due 
provision  for  the  Depreciation  of  wasting  assets. 

If  your  correspondent  would  disclose  his  ijientity,  it 
might  be  possible  to  surmise  the  point  of  view  from 
which  he  approaches  the  matter,  in  which  event  possibly 
I  might  be  able  to  deal  more  adequately  with  his 
precise  difficulties. 

Yours  truly, 

LAWRENCE  R.  DICKSEE. 
22nd  April  1907. 

Gross  Profit. 

(r#  tki  Editor  of  Tki  Accotmtani.) 

Sir, — I  shall  be  glad  if  you,  or  any  of  your  readers, 

can  tell  me  what  is  considered  to  be  a  reasonable 

gross  profit  per  cent,  for  a  provincial  retail   butcher 

(English). 

Yours  faithfully, 
April  20th  1907.  X.  Y. 

[It  varies  greatly  from  time  to  time:  Probably 
ao  per  cent,  would  be  a  fair  average. — Ed.  AuWl 
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XEbe  <rbartcrc6  Hccountante*  Oolf  Club* 

The  result  of  the  match  on  the  17th  inst.  against  the 


Solicitors*    Golfing    Society, 
course,  was  as  follows : — 
AccountoHts. 

1.  T.  G.  Mellors(3  &  2)  i 

2.  V.  Manley  (2  «&  i)      . .   i  J 

3.  J.  G.  Fowler  ..         ..  o 

4.  A.  R.  King  Farlow(i  up)  i 

5.  J.  W.  Barber  ..         ..  o 

6.  H.  Kidson.  Jr.  (2  &  i)  i 

7.  H.  F.  Turner  . .         . .  o 

8.  W.  F.  Mapleston  (i  up)  i 


played    on    the    Mid-Surrey 

Solicitcrs. 

C.  Plummer       . .  •  •     i 

E.  R.  Devonshire  . .  o 

C.  M.  Smith       . .  . .  o 

L.  W.  Webster  . .  . .  o 

J.  D.  Sykes        ..  ..  o 

W.  W.  Bury      ..  ..     } 
P.  M.  Johnson  (4  &  3). .   ij 

H.  Mossop         ..  ..  o 


The  Accountants  won  by  3 J  points,  one  point  counted  for 
the  match  and  |  for  the  bye. 


Xefcester  Cbartereb  Hccountants 
Stu^cnt0•  Soctctfi^ 


The  first  dinner  in  connection  with  the  Leicester  Char- 
tered Accountants  Students'  Society  was  held  at  the  Grand 
Hotel,  Leicester,  on  Wednesday,  April  17th,  at  7  p.m.  ; 
Mr.  A.  P.  Carryer,  A.C.A.  (President),  was  in  the  chair. 

There  were  also  present — Messrs.  H.  W.  Wilshere,  F.C.A., 
J.  A.  Hopps,  FC.A.,  J.  H.  Baker.  A.C.A.,  G.  S.  Bankart, 
A.C.A.,  £.  Huntsman  (Nottingham).  C.  H.  Spencer,  A.C.A., 
D.  M.  Gimson,  A.C.A..  E.  Bland,  A.C.A. ,  L.  V.  Wykes, 
A,C.A.,  C.  Heywood  (Nottingham),  C.  H.  Bolton,  A.C.A.. 
W.S.Bell,  H.  F.Adams,  R.  H.- Hardy,  J.  Curtis,  F.  S. 
Heath,  H.  H.  Smith,  S.  T.  Skillington,  E.  Lewis,  A.  D. 
Wykes,  S.  Allen,  H.  V.  Watson,  A.  W.  Day,  E  H.  Nickson, 
G.  G.  Steeds,  H.  Pateman,  B.  F.  Newell.  H.  W.  Neep. 

After  the  dinner  the  Chairman  gave  the  toast  of  **  The 
King,"  which  was  loyally  responded  to. 

Mr.  Hardy,  in  a  neat  speech,  proposed  the  toast  of  "The 
Institute  and  Senior  Society,'*  which  was  ably  responded 
toby  Messrs.  H.  W.  Wilshere,  F.C.A..  and  J.  A.  Hopps, 
F.C.A.  Other  toasts  were  *•  The  Students'  Society."  pro- 
posed by  Messrs.  J.  H.  Baker,  A.C.A.,  and  D.  M.  Gimson, 
A.C.A.,  responded  to  by  Mr.  A.  D.  Wykes  ;  *'  Our  Guests," 
proposed  by  Mr.  E.  Lewis,  responded  to  by  Mr.  E. 
Huntsman  (Nottingham) ;  '*  The  Chairman,'*  proposed  by 
Mr.  J.  Curtis. 

Mr.  Carryer  replied  to  this  toast,  and  among  other  things 
lie  impressed  upon  the  students  the  necessity  for  accoun- 
tants to  obtain  and  maiatain  a  high  moral  standard. 

Some  solos  and  quartettes  were  admirably  rendered  by 
the  members  of  the  Leicester  Amateur  Quartette,  after 
which  an  enjoyable  evening  was  brought  to  a  close  by  the 
singing  of  the  National  Anthem. 


SbeffielD  Socfetfi  of  CbarteteD 
Bccountantd* 


Annaal  Dinser. 


The  annual  dinner  of  the  above  Society  was  held  at  the 
Royal  Victoria  Hotel  on  the  19th  inst.    The  President  (Mr. 

F.  H.  Metcalfe)  occupied  the  chair,  and  was  supported  by 
the  Lord  Mayor  (Aid.  Styring),  the  President  of  the  Insti- 
tute of  Chartered  Accountants  (Mr.  W.  B.  Peat),  the  Hon. 

G.  Colville  (Secretary  of  the  Institute),  Mr.  J.  Dixon  (Presi- 
dent of  the  Chamber  of  Commerce),  Mr.  Howard  Heaton 
(President  of  the  Birmingham  Society),  Mr.  J.  Binney, 
Messrs.  T.  C.  Parkin  (Vice-President  of  the  She£Beld 
Society),  J.  W.  Barber,  A.  D.  Barber,  E.  Bramley,  N.  W. 
Burbidge,  J.  W.  Best,  E.  Bennett.  W.  H.  Camm.  B.  C. 
Davies,  N.  H.  Deakin,  F.  E.  Foster,  S.  Taylor  Gill.  H.  S. 
Gardner,  W.  Holmes.  A.  W.  Macredie,  J.  M.  Moulson, 
C.  Simpson,  John  Wortley,  H.  Wells-Smith,  F.  H.  Smith, 
H.  E.  Percy  Beard  (Hon.  Secretary),  W.  B.  Esam.  E.  G. 
Wragg,  E.  Beckett.  J.  P.  Russell,  W.  W.  Camm,  H.  E. 
Roe,  W.  J.  Furnival,  H.  Atkins,  Aid.  Wheatley,  Dr. 
Davidson,  A.  Truelove,  J.  F.  Pickering,  A.  J.  Blanchard, 
A.  C.  Davy,  A.  G.  M.  Jack,  W.  H.  Dixon,  F.  Rickett,  A.  S. 
Fawcett,  A.  S.  Burrows,  J.  G.  Richardson. 

After  the  loyal  toasts, 

Mr.  J.  W.  Best  proposed  the  health  of  the  President  in 
complimentary  terms,  and  then  alluded  to  the  desire  of  the 
profession  for  statutory  recognition*.  The  Council  of  the 
Institute,  he  proceeded  to  say,  had  shown  a  lack  of 
enthusiasm  with  regard  to  legislation.  The  matter  ought 
to  be  taken  in  hand  without  delay.  They  did  not  want  to 
abolish  the  present  distinctions,  or  to  do  an  injustice  to 
anybody,  but  they  wished  to  close  the  doors  to  all  except 
competent  accountants  in  the  future,  having  regard  to  the 
interests  of  all  who  could  now  claim  to  be  public  accountants. 

The  President  acknowledged  the  compliment. 

Mr.  T.  C.  Parkin  proposed  the  toast,  the  **  Lord  Mayor 
and  Corporation  and  the  Trade  of  the  City  of  Sheffield." 
Having  referred  to  the  ability  of  the  city's  Lord  Mayor, 
Mr.  Parkin  said  that  the  Council  was  composed  of  a  body 
of  men  who  compared  with  any  gentlemen  holding  similar 
positions  in  any  city  in  the  country,  and  that  whatever  were 
their  professions  or  politics  there  was  only  one  thing  that 
animated  the  whole  of  them  when  in  the  Council,  and  that 
was  to  work  for  the  good  and  the  welfare  of  the  city  of 
Sheffield.    (Applause.) 

The  Lord  Mayor,  in  the  course  of  the  response,  remarked 
that  the  Corporation  had  much  in  common  with  such  an 
Association,  for  if  it  did  one  thing  properly  it  was  to  see 
that  its  accounts  were  audited  properly.  With  regard  to 
the  proposal  that  the  accounts  should  be  audited  by  the 
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Local  Government  Board,  be  viewed  it  with  the  gravest 
suspicion,  for  the  quarter  from  where  these  suggestions 
came  showed  clearly  that  some  people  were  anxious  to  clip 
the  Corporation's  wings  in  regard  to  municipal  under- 
takings. There  was  a  good  deal  of  jealousy  at  the  success 
of  municipal  undertakings  during  the  past  few  years,  and 
he  could  quite  understand  why  they  would  like  to  hinder 
this  kind  of  thing  by  putting  their  accounts  directly  under 
the  Local  Government  Board.  He  had  seen  a  good  deal  of 
the  Local  Government  Board,  and  that  was  the  reason  he 
regarded  more  Local  Government  Board  audit  with 
suspicion.  He  had  not  a  single  word  to  say  with  regard  to 
the  suggestion  that  the  accounts  should  be  audited  by  pro- 
fessional men.  (Applause.)  The  Corporation  was  per- 
fectly ready  for  the  fullest  investigation  of  their  accounts  to 
be  made,  if  a  professional  audit  were  instituted.  (Applause.) 

Mr.  Dixon,  President  of  the  Sheffield  Chamber  of 
-Commerce,  whose  name  was  also  coupled  with  the  toast, 
made  some  interesting  remarks  in  regard  to  the  Sheffield 
trade.  As  had  been  said,  although  the  heavy  trades  were  so 
prosperous  the  lighter  trades  which  had  made  Sheffield  so 
famous,  and  had  built  up  a  reputation  for  hundreds  of  years. 
were  not  enjoying  the  same  prosperity.  It  was  a  difficult 
-question,  but  he  thought  there  were  three  elements  in  the 
problem.  Either  the  workmen  were  not  doing  their  duty; 
•or  was  it  that  the  employers  were  not  sufficiently  enterpris- 
ing, or  that  the  conditions  were  not  satisfactory.  With 
regard  to  the  workmen  he  thought  that  they  were,  to  some 
•extent,  to  blame.  He  did  not  think  they  had  been  sufficiently 
far-seeing  in  bringing  forward  a  sufficient  number  of 
apprentices  and  training  them  in  the  highly  skilled  handicraft 
which  the  trade  required.  He  was  sure  it  was  not  the 
employers,  for  a  more  enterprising  go-ahead  class  of  men  did 
not  exist  anywhere.  Sheffield  was  not  lacking  in  enterprise, 
capital,  or  in  being  up  to  date.  He  did  not  think  that  the 
conditions  were  sufficiently  good.  The  good  name  of 
Sheffield  was  being  filched  all  over,  and  it  was  for  them  to 
stand  up  and  prevent  it  so  far  as  it  was  possible.  In  con- 
clusion he  said  he  thought  all  accounts  should  be  certified, 
whether  they  were  limited  liability  companies  or  not. 

Mr.  W.  Holmes  proposed  the  '•  Sheffield  District  Incor- 
porated Law  Society,"  and  paid  highly  complimentary 
tribute  to  the  profession,  and  acknowledged  the  assistance 
always  rendered  Chartered  Accountants  by  the  legal  gentle- 
men. 

Mr.  £.  Bramley  responded  with  a  capital  after-dinner 
speech,  and  caused  several  ripples  of  laughter. 

Mr.  J.  Binney  proposed  the  toast  of  the  *'  Institute  of 
Chartered  Accountants  in  England  and  Wales."  He  spoke 
of  the  antiquity  of  the  profession  of  accountants.  His 
researches  had  led  him  to  believe  that  there  were  accountants 
in  Ancient  Egypt.  (Laughter.)  Certainly  there  were 
accountants  in  Italy  during  the  14th  and  15th  centuries.    He 


referred  to  the  progress  made  during  recent  years  by  the 
Institute,  and  the  valuable  work  it  had  done  during  that 
time.  He  was  of  the  opinion  that  accountants  should  have 
proper  statutory  recognition. 

Mr.  W.  B.  Peat,  President  of  the  Institute,  responded  and 
dealt  with  the  increase  in  the  membership.  Since  the 
Institute  was  established,  when  the  charter  was  granted 
nearly  26  years  ago,  there  were  500  members,  but  now  there 
were  3,662.  (Applause.)  Last  year  was  a  record  in  regard 
to  the  number  of  new  members,  no  fewer  than  230  joining. 
Not  merely  was  work  provided  for  all  at  home,  but  members 
had  left  the  country,  and  were  to  be  found  in  every 
part  of  the  world.  Mr.  Peat  entered  into  detail  in 
regard  to  Mr.  Best's  suggestion  that  the  Council  was 
slow  in  looking  after  legislation  affecting  the  profession,  to 
show  that  the  Council  was  keenly  alive.  He  could  assure 
them  that  the  Council  was  not  merely  looking  after  their 
interests,  but  the  interests  of  the  profession  and  public. 
They  needed  legislation  not  merely  on  account  of  the  pro- 
fession, but  also  on  behalf  of  the  public.  He  warned  them 
not  to  endeavour  to  secure  legislation  merely  for  their 
Institute.  They  might  say  that  99  per  cent,  of  the  business 
was  in  their  hands,  but  that  did  not  matter.  They  would 
have  to  go  hand  in  hand  with  the  Incorporated  Accountants, 
and  everyone  who  could  reasonably  claim  to  be  described 
as  professional  accountants.  He  thought  it  would  be  a 
foolish  policy  if  they  asked  that  they  alone  should  be  recog- 
nised as  professional  accountants.  They  must  take  the 
broadest,  widest,  and  most  unselfish  view  of  the  situation 
possible.  The  speaker  appealed  for  a  registration  for  the 
profession,  and  expressed  his  surprise  at  Sheffield  not 
passing  a  resolution  in  favour  of  it.  Liverpool,  Manchester, 
Birmingham,  and,  he  believed,  Bristol  and  Leeds  had  all 
passed  the  resolution. 

The  toast  of  the  •*  Kindred  Societies  "  was  proposed  by  Mr. 
J.  W.  Barber,  and  acknowledged  by  Mr.  Howard  Heaton. 

Mr.  S.  Taylor  Gill  proposed  the  "Visitors,"  and  Aid. 
Wheatley  responded,  and  incidentally  warmly  supported 
the  idea  that  Corporation  Accounts  should  be  audited  by 
professional  accountants. 

A  vote  of  thanks  to  the  Chairman,  moved  by  Aid. 
Wheatley,  concluded  the  toast  list. 


Ube  Hssociatfon  of  Scottfsb  Cbavtereb 
Hccountants  in  Xon^on. 


Annaal  Dinner. 


The  eighth  annual  dinner  of  this  Association  was  held 
in  the  Balmoral  Room,  Trocadero  Restaurant,  Piccadilly 
Circus,  W.,  on  Monday,  April  22nd.  The  President  of  the 
Association  (Mr.  Robertson  Lawson)  occupied  the  chair 
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and  he  was  supported  by  Mr.  J.  A.  Robertson-Durham, 
President  of  the  Society  of  Chartered  Accouatanjts  in 
Edinbuiigh ;  Mr.  W.  B.  Peat  and  Mr.  John  B.  Ball,  Presi- 
dent and  Vice-President  of  the  Institute  of  Chartered 
Accountants  in  Eng^land  and  Wales ;  the  Archdeacon  of 
London,  Mr.  E.  A.  Harney,  K.C.,  Mr.  J.  H.  W.  Rolland, 
Mr.  F.  W.  Pixley,  Mr.  T.  P.  Laird,  Mr.  Thomas  Aitken, 
Mr.  D.  C.  Haldeman,  Mr.  David  F.  Park,  and  the  Hon. 
George  Colville.  Amongst  the  general  company,  which 
numbered  about  eighty,  were  Mr.  George  A.  Touche,  Mr. 
Andrew  Williamson,  Mr.  J.  Bruce  Williamson,  Mr.  R.  W. 
Jeans,  Mr.  C.  Carnaby  Harrower,  Mr.  J.  A.  H.  Macnair, 
Sir  W.  P.  Manning,  Mr.  Frederick  Walker,  Mr.  Stanley  M. 
Bruce,  Mr.  A.  O.  Miles,  Mr.  W.  Sandford  Poole,  Mr. 
J.  Y.  W.  MacAlister,  Mr.  A.  Dodds  Fairbairn,  Mr.  A.  W. 
Tait,  Mr.  W.  F.  Scott  Armstrong,  Mr.  Geo.  Addison  Scott, 
Mr.  D.  Stu^t  Paton,  Mr.  E.  Lawrence  MacKillop,  Dr.  1. 
Brown,  Mr.  John  Abernethy,  Mr.  W.  Weddel,  Mr.  W.  Loch- 
head,  Mr.  Alex  Nisbet,  Mr.  W.  J.  Hill,  Pr.  J.  M.  H. 
MacLeod,  Mr.  S.  Douglas  Thomson,  Mr.  L  H.  Eraser,  Mr. 
Edwyn  A.  Kemp,  Mr.  J.  Ferguson,  Mr.  George  Wilson,  Mr. 
Graham  Peel,  Mr.  Thomas  Morton,  Mr.  E.  G.  Thorne, 
Mr.  H.  Arkell  Smith,  Mr.  A.  J.  Barber,  Mr.  George 
Struithers,  /fee. 

The  toast  list  included  "The  King,"  which  was  sub- 
mitted by  the  Chairman,  and  "The  Guests,"  which  was 
proposed  by  Mr.  George  A.  Touche  in  a  very  humorous 
speech.  Mr.  Harrison  Hill  contributed  several  amusing 
musical  sketches,  and  Mr.  J.  Campbell  Mclnnes  gave  one 
or  two  Scotch  songs,  which  were  highly  appreciated. 

Mr.  George  A.  Touche,  in  proposing  the  toast  of  "The 
Guests,"  said  that  the  original  intention  had  been  that 
there  should  be  no  speeches,  but  the  Chairman  felt  that 
it  would  be  foreign  to  the  traditions  of  Scottish  hospi- 
tality if  they  were  to  allow  their  guests  to  go  away  without 
proposing  this  toast.  On  going  home  that  evening  he 
found  a  book  on  his  table  called  Pannell's  Reference 
Book,  accompanied  by  an  intimation  from  the  publisher 
that  it  had  been  subscribed  for  by  a  large  number  of  dis- 
tinguished people,  and  that  a  book  canvasser  would  call 
in  a  few  days,  either  to  collect  the  price  of  6s.  6d.  or  to 
take  away  the  book.  Glancing  through  it  to  see  whether  it 
was  likely  to  be  worth  6s.  6d.  to  a  Scotchman,  he  was 
delighted  to  come  upon  "  Hints  on  Public  Speaking,"  with 
suggestions  as  to  how  to  propose  a  toast.  Just  having 
received  the  Chairman's  message  asking  him  to  propose 
this  toast,  he  regarded  this  as  a  providential  intervention. 
The  first  point  which  he  gathered  was  that,  in  proposing 
anyone's  health,  it  was  not  always  desirable  to  say  all  you 
knew  about  him.  (Laughter.)  Passing  from  the  general 
to  the  particular,  the  book  indicated  that,  when  speak- 
ing of  a  self-made  man,  it  was  not  desirable  to  say,  how- 


ever true  it  might  be,  that,  by  dkit  of  his  own  industry  and 
capacity,  he  had  raised  himself  to  has  present  position  from 
the  very  dr«gs  of  society.  (Laughter.)  At  this  point  he- 
came  to  the  conclusion  that  the  book  contained  no  hints 
which  would  be  useful  to  him  for  the  purpose  of  this 
gathering.  If  he  we/ce  asked  what  quality  in  the  dis- 
tinguished guests  who  were  present  that  evening  he 
admired  most,  he  would  say  it  was  that  of  courage,  and  he 
proceeded  to  point  out  the  dietetic  dangers  of  a  Scottish 
dinner.  If  it  wanted  courage  to  dine  with  Scotchmen,  it 
wanted  perhaps  even  more  courage  to  dine  with  Chartered 
Accountants.  There  was  a  general  misconception  as  to 
the  functions  of  Chartered  Accountants.  An  otherwise 
well-informed  man  had  told  him,  the  other  day,  that  the 
chief  business  of  Chartered  Accountants  was  to  wind 
people  up— a  process  which  he  seemingly  regarded  as 
something  akin  to  the  flaying  alive  of  Saint  Bartholomew. 
Nor  was  this,  apparently,  the  only  danger  that  arose  from 
association  with  accountants,  for  a  friend  had  sent  him  a 
cutting  from  a  newspaper,  whdc^  he  now  had  pleasure  in 
handing  to  the  Chairman.  It  was  the  heading  of  a  para- 
graph, reading: — "Gentleman  Burglar:  Accountant  by 
Day ;  Thief  by  Night.  Four  Sweethearts."  He  assured 
the  gentlemen  present  that  the  paragraph  did  not  relate 
to  any  member  of  the  Association  of  Scottish  Chartered 
Accountants  in  London.  (Laughter.^  Whatever  con- 
siderations had  persuaded  their  guests  to  brave  the 
dangers  he  had  indicated,  they  all  united  in  giving  them 
a  most  hearty  welcome.  Glancing  round  the  room,  he 
saw  on  the  right  of  the  Chairman  Mr.  Robertson -Durham, 
the  President  of  the  Society  of  Chartered  Accountants  in 
Edinburgh,  the  oldest  of  all  the  Chartered  Societies.  He 
recognised  in  Mr.  Robertson-Durham  not  only  his  profes- 
sional chief,  but  also  his  mdlitary  chief.  Mr.  Robertson- 
Durham's  presence  recalled  the  time,  now  more  than  a 
quarter  of  a  century  ago,  when,  as  a  private  in  No.  6 
Company  (the  Accountants'  Company)  Queen's  Edinburgh 
Rifle  Volunteer  Brigade,  he  followed  Mr.  Robertson- 
Durham  to  \rictory  in  a  well-fought  sham  fight  on  the 
slopes  of  Arthur's  Seat.  (Laughter.)  His  achievements 
on  that  occasion  had  not  yet  received  any  recognition  from 
the  War  OflSce.  Mr.  Robertson -Durham  had  succeeded, 
as  President  of  the  Edinburgh  Society,  one  of  the  most 
popular  Presidents  any  Society  ever  had.  He  referred  to 
Mr.  Frederick  Carter.  (Hear,  hear.)  They  esteemed  them- 
selves fortunate  in  having  secured  Mr.  Robertson-Durham 
as  Mr.  Carter's  successor,  for  they  all  felt  that,  in  his 
hands,  the  honour  and  dignity  and  the  interests  of  their 
profession  would  always  be  safely  upheld.  (Cheers.)  On 
the  left  of  the  Chairman  he  saw  the  Archdeacon  of  London, 
and  he  was  sure  all  present  would  agree  with  him  that  no 
Scottish  gathering  in  London  would  be  considered  com- 
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plete  or  wholly  successful  unless  it  was  graced  by  the 
genial  presence  of  Archdeacon  Sinclair.  (Hear,  hear.)  He 
was  particularly  glad  that  they  numbered  amongst  their 
guests  several  distinguished  members  of  the  Institute  of 
Chartered  Accountants  in  England  and  Wales.  He  noted 
the  presence  of  Mr.  Peat,  its  President,  and  Mr.  Ball,  its 
Vice-President.  If  one  wished  to  know  about  a  man  the 
best  way  was  to  find  out  how  he  was  regarded  by  the 
members  of  the  profession  to  which  he  belonged.  The 
fact  that  Mr.  Peat  and  Mr.  Ball  had  beeoi  appointed  to 
the  high  offices  which  they  now  filled  was  the  most  con- 
clusive evidence  of  the  high  esteem  in  which  they  were 
universally  and  deservedly  held.  He  was  glad  also  to  see 
present  with  them  Mr.  Pixley,  an  ex-President  and  a 
gentleman  who  had  done  much  for  the  profession  of 
accountancy,  and  Mr.  Colville,  the  popular  Secretary  of 
the  Institute.  They  of  the  Scottish  Chartered  Societies, 
in  their  pride  of  birth,  were  perhaps  accustomed  to  regard 
the  English  Institute  as  a  younger  brother ;  but  the 
younger  brother  had  grown  to  such  vast  proportions  that 
the  older  Societies  were  now  mere  pigmies  beside  it.  He 
now  regarded  the  English  Institute  as  the  most  important 
and  powerful  factor  in  the  modern  profession  of  account- 
ancy. He  was  glad  to  say  that  the  relations  between  the 
Scottish  Societies  and  the  English  Institute  had  always 
been  of  the  most  friendly  character.  He  thought  they 
always  would  be  so.  Their  ideals  were  the  same.  Of 
rivalry  between  them  there  was  none,  unless  it  lay  in  a 
healthy  eagerness  to  uphold  the  high  status  of  their  pro- 
fession. To  those  who  would  speak  of  any  other  kind  of 
rivalry  he  would  say  that,  in  professional  life,  ability, 
capacity,  and  qualification  need  fear  no  rivalry,  and  would 
always  come  to  the  top.  (Cheers.)  Other  important 
interests  besides  those  of  accountancy  were  represented 
by  their  guests.  Banking  was  particularly  strong,  which 
was  only  right;  for  it  was  a  fundamental  principle  of 
sound  accountancy  to  keep  on  good  terms  with  one's 
bankers.  (Laughter  and  cheers.)  They  had  with  them 
that  evening  Mr.  Thomas  Aitken,  manager  of  the  Bank  of 
Scotland  in  London ;  Mr.  John  Cragg,  manager  of  the 
Clydesdale  Bank ;  Mr.  Jeans,  of  the  Bank  of  Australasia ; 
and  Mr.  Arkell  Smith,  of  the  National  Bank  of  Australasia. 
Ail  these  gentlemen  were  distinguished  in  their  own  walk 
in  life.  Not  one  of  them  had  ever  been  known  to  turn  a 
hungry  borrower  away  empty  who  had  liquid  security  for 
sixty  shillings  in  the  pound.  (Laughter.)  Insurance  was 
often  closely  related  to  accountancy,  especially  on  its 
actuarial  side ;  and  it,  also,  was  represented  amongst  their 
guests.  He  took  this  opportunity  of  extending  to  Mr. 
llaldeman,  the  hero,  of  a  recent  Titanic  struggle,  his  con- 
gratulations on  the  success  which  had  accompanied  his 
efforts  on  l>ehalf  of  British  policy-holders.  Law  in  the 
city  was  represented  by  his  friend  Mr.  Frederick  Walker, 


amongst  others — a  gentleman  who  had  earned  for  himself 
a  reputation  second  to  none  for  courage,  capacity,  and 
resourcefulness,  and  who,  on  many  occasions,  had  proved 
that  he  was  as  loyal  a  friend  as  he  was  formidable  as  a 
foe.  (Hear,  hear.)  Finance  could  not  be  better  repre- 
sented than  it  was  by  Mr.  Sandford  Poole,  who,  in  his 
opinion,  possessed  the  best  nose  for  a  good  security  of  any 
man  in  London.  It  was  gratifying,  at  a  time  when  the 
minds  and  imaginations  of  men  were  stirred  by  the 
presence  of  the  Colonial  Premiers  in  their  midst,  that  they 
had  with  them  several  influential  guests  from  the  British 
Dominions  beyond  the  seas.  Among  these  he  would 
name  Sir  William  Manning,  the  most  distinguished 
member  of  the  accountancy  profession  in  Sydney ; 
Mr.  E.  A.  Harney,  K.C.,  one  of  the  most  brilliant  ot 
AustraJdan  lawyers ;  and  Mr.  Stanley  Melbourne  Bruce, 
associated  with  one  of  the  most  respected  Australian  com- 
mercial houses,  and  himself  a  member  of  the  English  Bar. 
It  was  only  fitting  that,  in  what  he  might  call  their  Colonial 
year,  when  the  Government  were  manifesting  such  an 
intense  desire  for  closer  relations  with  the  Colonies,  that  the 
toast  of  "  The  Guests ' '  should  be  associated  with  the  name  of 
a  Colonial  visitor.  By  a  happy  inspiration,  their  Chairman 
had  asked  him  to  associate  this  toast  with  the  name  of  Mr. 
Harney.  Mr.  Harney  had  a  twofold  claim  to  be  regarded 
as  a  Colonial  guest.  In  the  first  place,  he  was  a  brilliant 
Irishman,  and  they  knew  that  a  number  of  people  (he  would 
not  say  whether  they  were  many  or  few)  were  of  opinion 
that  Ireland  should  be  regarded  as  a  self-governing  colony. 
Mr.  Harney  had  also  been  a  member  of  the  Senate  of 
the  Australian  Commonwealth,  and  Attorney-General  for 
Western  Australia,  where  he  had  a  distinguished  career  at 
the  Bar.  He  had  now  left  that  land  of  sunshine  and  of 
gold,  and  had  come  to  this  foggy  island  in  order  to  practise 
at  the  English  Bar,  with  designs  on  the  Woolsack.  (Cheers.) 
His  friends,  many  of  whom  were  also  the  friends  of  the 
speaker,  told  him  that  Mr.  Harney  possessed  all  the  qualifi- 
cations necessary  to  adorn  the  highest  legal  position  which 
England  had  to  offer. 

Mr.  E.  A.  Harney,  K.C.,  expressed  the  pleasure  which  he 
felt  at  being  present,  and  assured  the  members  that  the 
visitors  had  thoroughly  enjoyed  the  hospitality  of  the 
Association. 

Mr.  J.  A.  Robertson-Durham  also  thanked  the  members 
of  the  Association  for  the  honour  they  had  done  him  in 
inviting  him  to  be  present  that  evening.  The  Society  of 
Accountants  in  Edinburgh,  of  which  he  had  the  honour  of 
being  President,  was  the  oldest  Society  of  Chartered 
Accountants  in  the  world,  and  since  1853  it  had  been  doing 
its  best  to  improve  the  profession.  He  knew  that  much  still 
remained  to  be  done  in  the  way  of  improvement,  and  those 
in  the  North  would  not  be  behind  in  leading  the  van  in  tb 
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direction.  They  had  now  got  an  Examining  Board  for  the 
whole  of  Scotland,  and  no  man  could  be  a  Chartered 
Accountant  without  having  passed  the  highest  standard  of 
examination.  At  present  they  had  a  preliminary  examina- 
tion, and  schoolmasters  were  employed  for  this  purpose, 
but  during  his  term  of  office  he  hoped  to  do  away  with  this 
examination,  and  to  insist  that  every  candidate  for  member- 
ship of  their  body  should  pass  the  preliminary  or  entrance 
examination  of  one  of  our  Universities.  (Applause.)  If 
they  did  that  he  thought  they  would  still  further  raise  the 
standard  of  the  profession.  They  were  determined  that 
they  would  not  allow  any  man  to  come  to  England,  or 
to  any  other  country,  until  they  certified  him  as  competent 
for  the  work  he  had  to  perform.  He  was  glad  to  find  him- 
self amongst  friends  that  evening.  He  happened  to  be 
sitting  next  to  the  President  of  the  Institute  of  Chartered 
Accountants  in  England  and  Wales,  and  after  a  few  words 
of  conversation  he  discovered  that  that  gentleman  was  not 
an  Englishman,  but  a  Scotchman.  (Laughter  and  cheers.) 
There  was  also  present  a  gentleman  who  passed  his  exami- 
nation on  the  same  day  as  he  (the  speaker)  did  at  the  end  of 
1869,  and  also  one  of  the  three  members  elected  to  their 
body  at  the  first  meeting  in  January  1870.  At  the  meeting 
at  which  he  was  appointed  President  of  the  Edinburgh 
Society,  the  other  gentleman  who  passed  his  examination  at 
the  same  time  as  himself  was  present.  In  the  North  the 
somewhat  bad  practice  prevailed  of  appointing  their  President 
for  three  years,  and  the  result  was  that  very  few  men  could 
attain  that  position.  He  considered  that  it  was  their  duty  to 
back  up  the  Scottish  Chartered  Accountants  in  London  on 
every  possible  occasion,  because,  although  they  were  in  the 
metropolis,  he  felt  that  they  were  still  part  of  their 
own  body. 

The  proceedings  concluded  with  the  singing  of  "Auld 
Lang  Syne." 


Xefcester  Soctets  of  CbartereD 
Hccountantd. 


The  sixth  annual  meeting  of  the  Society  was  held  at 
Winchester  House,  z  Welford  Road,  Leicester,  on  19th 
April  1907.  The  President  of  the  Society  (Mr.  H.  W. 
Wilshere,  F.C.A.)  occupied  the  chair,  and  the  following 
members  were  also  present:  Messrs.  J.  H.  Baker,  F.  W. 
Boothroyd,  A.  P.Carryer,  D.  M.  Gimson,  A.  E.  Warburton, 
A.  B.  Wykes,  L.  V.  Wykes. 

The  following  are  the 

REPORT    AND    ACCOUNTS. 

The  Council  beg  to  present  their  sixth  annual  report. 

The  number  of  members  on  the  roll  of  the  Society  at  the 
31st  December  1906  was  32.  This  is  a  decrease  of  two  as 
compared  with  last  year,  two  members  having  resigned 
during  the  year. 

The  fifth  annual  meeting  of  the  Society  was  held  on  the 
30th  March  1906  at  z  Welford  Road.  After  the  meeting 
the  members  dined  together  at  the  Leicestershire  Club. 

The  following  members  of  the  Council  retire  in  accordance 
with  Rule  23,  and  are  not  eligible  for  re-election  this  year : — 
Mr.  A.  H.  Hampson,  Mr.  A.  B.  Wykes. 

During  the  year  a  prize  of  books  from  the  Institute  was 
presented  by  your  Council  to  Mr.  P.  R.  Wykes,  who  was 
placed  first  in  order  of  merit  at  the  Preliminary  Examina- 
tion held  in  June. 

The  Hon.  Treasurer's  Statement  of  Accounts  for  the  year 
ending  31st  December  1906  (duly  audited)  is  appended  hereto. 


H. 

I  Welford  Road,  Leicester. 
loM  March  1907. 


W.  Wilshere, 
President  of  the  Council. 


Dr. 


Balance  Sheet  at  31st  December  1906. 


Cr. 


Liabilities. 

£    s    d      £    s    d 
To  Accumulated  Fund,  as  at  3XstDecemberioos..  ixi    x    o 
Add  Excess  of  Income  over  Expenditure 

for  the  yeari9o6 306 

1X4    X    6 


£xi4    X    6 


Assets. 

£    s  d 

By  Cash  at  Bank 

»    Library  Books— as  at  31st  December  X905     . .      47    o  o 

Additions 3  13  4 

50  X3  4 

Less  Depreciation  at  20  % 10  13  4 

a   Library  Furniture— as  at  sxst  December  X903     27   9  o 

L«S5  Depreciation  at  xo% 300 

H    Institute  Grant  for  1906 


£    s    d 

43    9  10 


40    o    o 


34    o    o 
7  II     S 


£"4 


Auditor's  Cbrtifxcatb.— Audited  and  found  correct. 


Febmary  aatnd  X907. 


F.  W.  Prsston,  A.C.A. 
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Dr. 

Revbnub  Account  for  the  year  ending  31st  December  1906. 

Cr. 

£     8     d 

To  Library  Rent  and  Expenses       

•  Printing,  Stationery,  and  Sundries 

•  Grant  to  Students'  Society         

»   Depreciation  on  Library  :— 

Books  at  20  % 10  13    4 

Furniture  at  10%       300 

•  Cost  of  Annual  Dinner 

•  Balance— Excess  of  Income  over  Expendi- 

ture, carried  to  the  Accumulated  Fund  . . 


s  d 
o  o 
9  xo 


13  13    4 
400 

306 

£46    3    8 


The  Report  of  the  Council  and  the  Hon.  Secretary  and 
Treasurer's  Accounts,  as  audited,  were  adopted. 

The  following  officers  of  the  Society  were  elected  for  the 
ensuing  year. 

President :  Mr.  A.  P.  Carryer,  A.C.A. 

Vice-President :  Mr.  G.  S.  Bankart,  A.C.A. 

Ordinary  Members  of  the  Council :  Messrs.  J .  Cherry.  F.C.  A. , 
A.  J.  Halford,  A.C.A.,  C.  H.  Spencer,  A.C.A..  H.  W. 
Wilshere,  F.C.A. 

Hon  Secretary  and  Treasurer:  Mr.  D.  M.  Gimson,  A  C.A. 

Hon.  Auditor:  Mr.  F.  W.  Preston.  A.C.A. 

Hon  Librarian :  Mr.  S.  R.  Wilby,  A.C.A. 

The  meeting  closed  with  a  vote  of  thanks  to  the  retiring 
President  (Mr.  H.  W.  Wilshere)  and  the  Hon.  Secretary. 


TCbe  institute  of  JSanfters* 


Bank  Balance  Sheets. 


By  R.  H.  Inglis  Palgrave,  Esq.,  F.R.S.,  a  Vice-President 
of  the  Institute. 


Delivered  before  the  Institute  on  Wednesday,  February 
13th  1907,  the  President,  J.  Spencer  Phillips,  Esq.,  in  the 
chair. 


(Reprinted  from  the  Journal  of  the  Institute  of  Bankers  by 
kind  permission  of  the  Institute.) 


The  Institute  of  Bankers  has  recently  had  the  advantage 
of  a  very  interesting  address  from  our  President,  Mr.  ]. 
Spencer  Phillips,  followed  by  one  from  Sir  Felix  Schuster. 
Both  of  these  addresses  dealt  with  the  present  position  of 
banking,  the  advisability  of  some  alterations  in  method  and 
of  additions  to  the  specie  reserve.  On  this  last  point  we 
are,  I  believe  with  scarcely  an  exception,  thoroughly  agreed. 
There  are  many  reasons  which  render  a  reconsideration  of 
the  whole  subject  of  the  reser\'es  advisable  at  the  present 
time.  Among  these  there  are  several  domestic  reasons,  as  I 
may  call  them,  as  the  course  of  the  foreign  trade  of  the 
country,  the  growth  of  the  deposits  in  the  banks,  and  the 
increase  in  the  number  and  importance  of  bank  offices. 


By  Members'  Subscriptions 
m   Institute  Grant  for  Library     . . 
„   Students'  Society  for  use  m  Library 


£    s  d 

33  la  o 

7  II  8 

$    0  0 


£46    3    8 


There  are  also  many  reasons  external  to  this  country  such 
as  the  increasing  wealth  and  banking  power  of  other 
countries,  and  the  greater  number  of  nations  which  employ 
a  gold  standard.  All  these  circnmstances  cause  the  demands 
for  currency  and  general  business  purposes  to  become  more 
urgent  and  heavier,  and  the  need  for  an  increased  specie 
reserve  to  be  greater. 

It  will  be  an  assistance  to  us  in  considering  this  to  have  a 
statement  of  the  amount  of  the  reserve  of  the  Bank  of 
England  in  averages  of  ten  years  from  1845  to  1904 
before  us. 

*  Rbsbrvb  of  the  Bank  op  England. 

Averages  for  the    Ten    Years   1845-54,    1855-64,    1865-74, 

1875-84,   1885-94,  1895-1904, 


Ye.rs 

Ten  Yearly  Averages 

Proportion  per  cent,  of 

each  group  of  years 

to  1845-54 

1875-84    ..        .. 
1883-94    ..        .. 
1895-1904. . 

afia 
8i487!n6 
If. 177,150 
13,669,000 
13,480,000 
25,180,000 

100 
92 
121 
146 
168 
273 

*  Figures  up  to  1900  taken  from  "  Bank  Rate  and  the  Money  Market," 
pp.  82,  83.     R.  H.  Inglis  Palgrave. 

To  this  I  have  added  the  averages  of  the  balances  of  the 
London  bankers  kept  with  the  Bank  of  England  for  the 
corresponding  periods  as  far  as  I  can  trace  them.  The  latest 
date  I  can  give  is  the  year  1877.  The  particulars  have  not 
been  published  later.  It  is  much  to  be  desired  that  they 
should  be. 

t  London  Bankers'  Balances  with  the  Bank  of 

England. 

Averages    for    the    Decennial    Periods,    1845-54,    1855-64,. 

1865-74,  and  for  the  Three  Years  1875-77. 

Proportion  per  cent,  of 

each  group  of  years 

to  1845-54 


1845-54  .. 

1855-64  .. 

1865-74  .. 

1875-77  .. 


Ten  Yearly  Averages 


£ 
2,033,000 

4ii39«<»o 
7,081,000 
10,573,000 


100 
205 
360 
623 


"  Bank  Rate  and  the  Money  Market,"  p.  35.    R.  H.  Inglis  Palgrav 
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Our  first  remark  will  be  on  the  considerable  strengthening 
of  the  reserve  of  the  Bank  during  the  sixty  years  over  which 
this  statement  extends,  but  it  will  be  observed  that  while 
the  reserve  of  the  Bank  of  England  had  only  increased  on 
average  one-fifth  between  1845  and  1874.  the  bankers' 
balances  with  the  Bank  of  England  had  increased  to  an 
amount  three  and  a-half  times  as  large  during  the  same 
period,  and  later  on,  from  1875  to  1877,  much  more  rapidly 
Had  the  statement  been  continued  to  the  present  time,  I  feel 
certain  that  the  increase  of  the  bankers'  balances  would 
have  been  shown  to  be  far  larger  in  proportion  than  that  of 
the  Bank  reserve  since  1877. 

These  figures  will  show,  though  necessarily  imperfectly, 
that  some  preparations  have  been  made  to  meet  existing 
requirements. 

Into  such  matters  as  these  we  cannot  go  further  at  the 
present  time.  But  while  these  larger  causes  have  to  be 
remembered,  the  subject  of  the  reserves  connects  itself  very 
closely  with  some  of  the  details  in  the  business,  and  when  I 
was  asked  by  your  President  to  call  your  attention  again  to 
this  part  of  the  subject  I  had  great  pleasure  in  doing  so.  A 
great  deal  may  be  said  on  the  question  of  Balance  Sheets 
which  he  has  asked  me  to  discuss.  The  subject  appears  at  first 
sight  quite  elementary,  but  it  is  capable  of  a  great  deal  of 
development,  it  is  closely  connected  with  the  wider  ques- 
tions of  reserves,  and  also  with  the  maintenance  of  a  good 
system  of  banking. 

Our  first  point  is — 

The  Object  joy  which  a  Balance  Shtet  is  prepared. 

As  to  this  there  can  be  no  doubt.     The  object  is  to  place 


before  the  banker  himself,  his  shareholders,  customers,  and 
the  public  generally,  an  exact  and  accurate  description  of 
the  position  of  the  bank,  what  it  possesses,  what  it  owes, 
and  what  preparation  is  continually  made  to  meet  the 
demands  which  may  come  on  at  any  time.  I  have  named 
the  banker  first,  for  while  he  naturally  knows  the  general 
run  of  his  business,  he  finds  it  a  continual  advantage  to  be 
reminded  how  matters  are  going  on.  I  may  quote  in  this 
connection  the  motto  of  my  old  friend.  Mr.  George  Rac, 
*'  Let  your  device  as  a  banker  be  that  of  a  strong  man 
armed,  and  your  motto,  *  Aye,  Ready.* "  The  first  object, 
therefore,  in  preparing  a  Balance  Sheet  is  to  be  careful  that 
it  gives  an  exact  and  true  statement  of  the  position  of  the 
business  of  the  bank  at  the  date  to  \vhich  it  refers.  It  is  as 
important  and  useful  to  the  banker  himself  as  to  his  share- 
holders and  customers. 

Monthly  Statements, 
In  discussing  this  subject  I  must  commence  with  the 
statements  as  to  their  position  which  at  the  present  time 
twelve  very  considerable  banks  publish  once  a  month. 
These  are  not  Balance  Sheets,  but  statements  of  the 
deposits,  acceptances,  cash  in  hand  and  at  the  Bank  of 
England,  and  cash  at  call  and  notice  held  at  the  end  of  the 
month.  The  following  is  the  account  published  at  the  end 
of  last  November,  the  latest  conveniently  to  hand.  I  have 
added  to  the  statement  as  it  is  published,  in  order  to  make 
it  more  clear,  additional  columns  marked  6  and  7.  In 
Column  6  the  figures  of  the  cash  in  hand,  at  the  Bank  of 
England,  at  call  and  notice,  are  added  together,  and 
Column  7  shows  the  proportion  of  these  to  the  deposits. 


Banks'  Monthly  Statements. 

Statement  of  the  Deposits,  Cash  in  hand,  and  Cash  at  Call  and  Notice  shown  in  the  Balance  Sheets  of  the  undermentioned 

Banks  at  the  end  of  the  month  of  November  1906. 


Name  of  Bank 


Capital  and  Counties 

Lloyds  

London  Joint  Stock 
London  and  County 
London  City  and  Midland 
London  and  South  Western 
London  and  Westminster 

National       

National  Provincial 

Parr's 

Union  and  Smiths. . 
Williams  Deacon's 


I 

2 

3 

4 

5 

6 

7 

Deposits 

Acceptances, 

Cash  in  hand 

und  at  Bank  of 

England 

Prop,  of 
Col.  3 
to  Col.  I 

Cash  at  Call 
and  Notice 

Cols.  3  and  s 
added  together 

'    Prop,  of 
Col.  6 
to  Col.  I 

£ 

£ 

£ 

£ 

£ 

32,610,834 

613.425 

5,192.758 

15-9 

4,718,279 

9.9"  .037 

30-3 

64,220,104 

4,270,467 

10,020,658 

15-6 

4,945,918 

14.966,576 

^3 

18,164.944 

1,698,710 

2,527.634 
7,275,080 

J39 

21882*670 

7,662.041 

i2'9 

43.891,552 

2.544.277 

J6'6 

10,157,750 

23$ 

51,629,538 

4.743.946 

9.452.834 

183 

7.648,579 

17,101,413 

33i! 

13.845.374 

9.926 

2,101,005 

l!>:i 

934.440 

3,C35.445 

21-9 

26,341,001 

1,211,409 

3,621,777 

23'T 

5.693,150 

9,314,927 

354 

11,569,288 

1,505,261 

1,628,013 

HI 

1,736.644 
3,889,350 
4.770,885 

3,364.657 

29-1 

52,988,216 

696,842 

8,003,326 

IS'l 

11,893,676 

2^4 

27,484.204 

3.614.481 

4,493,231 

16-3 

9,264,116 

33-7 

35,363.001 

3.771.725 

6,154.202 

174 

7,851,640 

14,005,842 

39-7 

ii,ioj,368 

574,763 

1,421,949 

lif'8 

1,336,460 

2,758,409 

24-8 

£389,211,424 

£25,255,232 

£61,892,447 

1&'9 

£51.542,422 

£113,434.869 

29-9 

These  banks  commenced  to  publish  thus  after  an  address 
delivered  by  Lord  Goschen,  then  Mr.  Goschen,  to  the 
London  Chamber  of  Commerce,  on  December  2nd  1891. 
'Tu^  practice  has  been  continued  ever  since  by  them,  and,  if 


I  remember  rightly,  no  alteration  has  been   made  in  the 
number  or  in  the  form  since  the  publication  was  commenced. 
The  twelve  banks  carry  on  business  in  very  diflferent  dis- 
tricts.    One  confines  its  business  entirely  to  London  and  the 
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suburbs,  ten  do  business  in  London  and  the  provinces,  one 
is,  strictly  speaking,  an  Irish  bank.  Their  average  holdings 
of  money  in  hand  and  at  the  Bank  of  England  amount  to 
15  per  cent,  of  their  liabilities  on  deposits.  Taking  their 
money  at  call  and  at  short  notice  with  the  money  in  band 
and  at  the  Bank  of  England,  the  proportion  held  is  nearly 
30  per  cent,  of  the  liabilities. 

The  form    used    in    the    monthly    publications    is  only 
employed  by  the  twelve  banks  concerned. 


Though  they  are  very  important  banks,  they  do  not  hold 
half  the  deposits  of  the  banks  of  the  United  Kingdom 
among  them.  To  be  of  real  service  the  statement  should 
include  all  the  banks  of  the  country. 

I  add  a  form  in  which  the  monthly  statements  might 
appear,  which  contains  more  information  than  the  one  now 
in  use.  Such  forms  are  often  easier  to  read  apart  from  the 
figures  which  are  published  in  them. 


Proposbd  Form  for  Monthly  Statement  (to  be  based  on  Averages  of  the  Daily  or  Weekly  Statements). 


Name  of  Bank 


Deposits 


Acceptances, 
&c. 


Cash 
in  hand 


4 

Balance 

at  Bank  of 

England 


Cols.  3  and  4 
addc^ 


Proportion 
of  Col.  5  to 
together  Col.  i 


and  Notice   I      together 


Proportion 

of  Col.  8  to 

Col.  I 


I 


In  this  form  the  amount  of  cash  in  hand  is  separated  from 
the  balance  at  the  Bank  of  England.  If  banks  are  willing 
to  publish  the  amount  of  their  average  balances  at  the  Bank 
of  England,  this  would  clear  the  ground  greatly.  I  fear 
that  this  proposal  may  come  as  a  shock  to  some,  though, 
after  all.  it  is  not  a  more  private  matter  than  the  amount  of 
the  cash  in  hand,  and  one  or  two  banks  do  it  already. 
Were  banks  willing  to  do  this,  the  publication  of  the  amount 
of  bankers'  balances  with  the  Bank  of  England  would  be 
ensured. 

Both  our  President,  in  his  "  Inaugural  Address,"  and  Sir 
FeKx  Schuster,  in  his  paper  on  *'  Our  Gold  Reserves,"  have 
advocated  a  monthly  publication  of  accounts.  By  both  of 
them,  statements,  based  on  weekly  averages,  were  approved. 
I  have  long  desired  myself  that  weekly  or  daily  averages 
should  be  employed  as  the  basis.  I  am  glad  to  find  that 
Mr.  Holden  is  favourably  inclined  to  this  plan,  with  the 
proviso,  as  he  suggested,  that  the  fortnightly  settlements  on 
the  Stock  Exchange  should  become,  as  in  New  York,  daily 
settlements.  Some,  like  Mr.  Edwin  Clifton  Brown,  of  the 
London  and  Westminster,  would  be  willing  to  see  the 
monthly  statements  "based  on  average  daily  or  weekly 
balances."  The  average  of  the  daily  statements  may 
prove  the  most  convenient  basis  to  employ.  I  conclude 
that  Mr.  E.  C  Brown  understands  by  the  word  "  balances  " 
in  this  connection,  the  amount  of  the  balances  to  the  credit 
of  his  customers  at  the  close  of  each  day.  To  balance  the 
accounts  of  a  bank  daily,  especially  of  a  bank  with  many 
branches,  and  this  is  the  position  of  almost  every  large  bank 
at  the.  present  time,  would  be  very  laborious,  nor  is  it 
necessary  for  the  purpose  for  which  these  statements  are 


intended.     Into  the  wider  questions  which   Mr.  Holden's 

proposal  opens  out  I  must  not  enter  here,  but  I  think  that  a 

method  might  be  found  by  basing  the  figures  in  the  monthly 

statements  on  daily  or  weekly  averages  by  which  • '  window 

dressing,"  as  stated  by  our  President  (Mr.  Spencer  Phillips) 

in  his  inaugural  address  "  would  be  rendered  more  difficult, 

•*  and  a  real  statement  of  what  actual  cash  is  kept  would  be 

"arrived  at."      The  subject  of    "window  dressing"   has 

I  probably  received  more  notice  than  it  naturally   deserves 

I  because  of    the  application   to  ordinary    commercial    life 

\  which  the  phrase  implies.  It  is  needful  that  banks  should  hold 

;  liquid  assets,  and  if  they  did  not  possess  those  assets  in  a 

liquid  shape  they  could  not  at  very  short  notice  turn  them 

I  into  cash.     The  only  way,  I  believe,  to  eradicate  the  practice 

I  — however  it  may  be  carried  on — is  to  arrange  matters  in 

such  a  manner  that  it  would  not  be  worth  while  for  any 

I  bank. 

I  Whether  a  daily  or  a  weekly  statement  is  taken  as  the  basis,  I 
I  hope  that  the  attention  given  by  the  Institute  to  this  question 
!  may  be  followed  by  the  publication  of  an  improved  monthly 
I  statement  to  extend  to  all  the  banks  of  the  country. 
I  We  may  now  pass  on  to  the  last  point  which  has  to  be 
I  considered— the  form  of  the  Balance  Sheet. 

I  The  Form  of  the  Balance  Sheet. 

The  amount  of  capital  is  sometimes  published  under 
several  separate  heads,  which  do  not  enter  into  the  Balance 
Sheet.    These  are: — 

Authorised  capital. 
Subscribed  capital. 
Callable  capital. 
Reserve  capital. 
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In  the  Balance  Sheet  liabilities  are  frequently  entered  under 
five  or  six  heads: — 

Paid-up  capital  and  reserve. 
Acceptances,  endorsements,  &c. 
Deposits,  current  accounts,  &c. 
Acceptances  and  guarantees. 
Notes  (where  issued). 
Sundry  liabilities. 
On  the  other  side  there  are  the  assets: — 

Cash  in  hand  (this  should  be  divided  between  specie 
and  notes  of  the  Bank  of  England). 
„     at  Bank  of  England. 
M     „  call  and  short  notice. 
Money    with   other   banks,    including  cheques    not 

cleared. 
Investments — Consols  and  other  investments. 
Bills  discounted,  loans,  &c. 
Acceptances,  endorsements,  &c. 
Buildings. 
To  the  general  idea  of  a  form  like  this  there  can  be  no 
objection.     It  is  a  good  plan  to  enter  the  amounts  of 
deposits  separate  from  the  amounts  on  current  account. 
Some  banks  enter  a  Profit  and  Loss  Account  on  the  side 
of  liabilities. 

The  heads  mentioned  supply  sufficient  information  in 
most  instances.     Where  foreign  bills  are  dealt  with  it  is 


advisable  that  the  banks  should  enter  the  foreign  bills 
nejg:otiated  separately.  It  is  also  desirable  that  the  inland  bills 
held  should  be  divided  between  those  that  have  less  than  three 
months  to  run  and  those  held  for  a  longer  period,  and  it 
would  be  advisable  to  separate  brokers'  bills — ^security  bills 
as  they  are  sometimes  denominated — from  other  bills,  but 
though  I  am  convinced  this  is  the  right  course  to  take,  I 
hesitate  to  make  a  suggestion  which  might  not  be  generally 
acceptable. 

The  greatest  differences  I  have  noticed  in  entries  in  the 
Balance  Sheets  have  been  in  the  descriptions  of  the  amounts 
held  in  cash  at  call  and  at  short  notice.  Banks  sometimes 
enter  securities,  such  as  Consols,  under  these  heads. 
Consols  are  certainly  securities  of  the  highest  character, 
but  that  does  not  make  them  "liquid"  assets,  which  are 
what  should  be  entered  in  that  part  of  the  Balance  Sheet. 
A  uniform  system  of  entries  under  this  head  is  very 
j  advisable,  and  also  as  to  the  amounts  held  with  the  Bank  of 
England  and  in  "actual  money,"  meaning  by  money  notes 
of  the  Bank  of  England  and  specie.  It  is  very  desirable 
that  the  notes  of  the  Bank  of  England  held  by  other  banks 
should  be  entered  separately  in  their  Balance  Sheets. 

As  it  may  be  easier  to  decide  on  a  form  when  altogether 
separated  from  figures,  I  add  a  rough  draft  as  an  example. 
All  the  headings  might  not  be  needed  by  every  bank.  Those 
not  required  might  be  omitted  in  such  cases. 


Bank  Balancb  Sheet. 


Dr. 


Capital  Subscribed 
Reserve  Fund 


Cr. 


LiabUiHes. 

Capital  Paid-up         

Reserve  Fund 

Deposits 

Current  Accounts 

Acceptances  and  Guarantees        

tiiabilirles  bv  endorsement  on  Foreign  Bills  sold 
Other   Liabilities,   being   Interest  due  on  Deposits, 

claimed  Dividends,  Ac 

Rebate  on  Bills  not  due       

Profit  and  Loss         


£     «    d 


A  tuts. 


Un- 


Cash  in  band- 
Specie 

Bank  of  England  Notes 

Cash  at  Bank  of  England 

Money  at  Call  and  at  Short  Notice        

Money  with  other  Banks,  including  Cheques  not  cleared 

Investments- 
Consols  (held  at         )  and  other  Government 

Stocks        £ 

Other  Investments  (to  be  named) 

Bills  Discounted— 

Three  months  and  under £ 

Exceeding  three  months 


£     s    d      £     s   d 


Loans  and  Advances 

Liabilities  of  Customers  on  Acceptances  and  Guarantees  as 

per  contra 

Liabilities  of  Customers  for  endorsement  as  per  contra 

Bank  Premises,  chiefly  freehold 

Other  Assets,  being  Interest  due  on  Investments 


What  Bank  Balance  Sheets  may  Show. 

We  may  gain  in  some  ways  a  clearer  idea  of  what  bank- 
ing Balance  Sheets  mean  by  rendering  the  amounts  of  the 
different  headings  as  the  Capitals,  the  Deposits,  and  other 
entries,  in  percentages  of  the  totals. 

I  give  here  several  Balance  Sheets  of  banks  carrying  on 
business  in  different  parts  of  the  country  in  which  this 
method  of  computation  is  followed  out.    This  very  simple 


and  ingenious  plan  was  suggested  and  examples  given  by 
Mr.  George  H.  Pownall,  in  a  paper  on  the  "Interdepen- 
dence of  Trade  and  Banking,"  read  before  the  Manchester 
and  District  Bankers'  Institute,  9th  March  1900,  and 
reprinted  in  the  Journal  of  the  Institute  of  Bankers,  April  1900. 
By  dividing  the  amounts  in  this  manner  we  can  see  at  a 
glance  what  the  proportion  of  the  advances  made  to  the 
customers  is  to  the  deposits — ^that  is,  to  the  resources  of  the 
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bank.  Dissecting  the  amounts  thus,  we  sometimes  find 
banks  carrying  on  most  excellent  and  solid  businesses  which 
nevertheless  have  made  such  heavy  advances  to  their 
customers  that  they  can  hardly  be  said  to  hold  a  sufficient 
quantity  of  liquid  assets  to  make  them  safe  in  case  of  a 
sudden  demand.  One  may  sometimes  even  come  upon  cases 
which  appear  to  show  the  advisability  of  the  amalgamation 
of  a  bank  so  circumstanced  with  another  whose  resources 
are  not  set  fast  thus.  In  the  instances  I  have  given  the 
names  of  the  banks  are  not  mentioned,  as  this  is  not  essential. 
The  calculations  are  made  according  to  the  description  of 
the  entries  in  the  Balance  Sheets ;  it  is  not  always  quite 
clear  what  is  included  under  each  heading.  The  impression 
given  by  more  than  one  of  them  is  that  a  very  large  amount 
of  the  resources  of  the  bank  is  advanced  locally.  Those  who 
make  the  advances  have  thus  the  best  opportunity  of  know- 
ing that  the  advances  are  sound. 

As  mentioned  above,  in  the  examples  which  follow  the 
amounts  are  stated  as  percentages  of  the  totals.  The 
arranging  them  thus  enables  us  to  concentrate  our  attention 
on  the  meaning  of  the  details. 

No.  I. — Bank  Balance  Sheets. 
In  Percentages  of  the  Totals. 


Liabilities 

Capital 9*73 

Reserve  Fund  8'a8 

Doe  on    Deposit,   Current 
and  other  Accounts  81*99 


Assets 

Bills  of  Exchange  and  Pro- 
missory Notes 

Cash  in  hand,  at  Bank  of 
England,  and  at  Agents  . . 

Consols  and  other  Imperial 
Govt.  Stocks,  Colonial  and 
Indian  Govt.  Bonds,  &c.. . 

Freehold  Properties.. 

Bank  Premises,  Head  Office 
and  Branches,  Furniture, 
&c 

Loans  on  Security  and  Ad- 
vances on  Current  and 
other  Accounts     . . 


ia-67 
8-38 


X490 
•38 


3*77 


5970 


Dr. 


No. 
Capital  Subscribed 
Reserve  Fund    . . 


54-6 
803 


Cr. 


Liabilities 

Assets 

Capital,  56-2.       Subscribed 
Capital.  54'6. 

Cash    on    hand    and    with 

London  and  other  Bankers 

8-99 

Paid-up  Capital 

1638 

Bills  of  Exchange  on  hand. . 

XS'OO 

Reserve  Fund 

801 

lO'as 

Own  Notes  in  Circulation. . 

•56 

Deposits    and    Credit 

Properties 

X05 

Balances 

72-89 

Loans  on  Secniities 

Rebate  of  Discount  on  Bills 

•09 

xo'57 

Acceptances  on  Account  of 

Advances  on   Current   Ac- 

Customers  

•8a 

counts          

''11 

Profit  and  Loss 

123 

Acceptances  as  per  contra. . 

Bank  Premises 

•»3 

XOO'OO 

lOO'OO 

= 

~" 

Dr. 


Profit  and  Loss  Account. 
(In  terms  of  the  above.) 


Cr, 


Intorim  Dividend    .. 
Interim  Dividend     . . 
Payment  of  Income-tax    . . 
Surplus   to   the   Credit   of 
Profit  and  Loss  for  1906. . 

•09 
•19 

Surplus  from  1904    . . 
Net  Profit  for  1905    .. 

2*06 

3*10 

a-ao 

. 

~" 

■"■ 

Dr. 


No.  3- 


Cr. 


Liabilities 
Capiul iv66 


Reserve  Fund 
Notes  in  Circulation 
Unpaid  Dividends  . . 
Credit  Balances,   Deposits. 

and  on  Bills  re-disooanted 
Rebate  on  Bills  and  Interest 

on  Deposits 
Profit  and  Loss  Account   . . 


5-48 
•13 


77-ao 


•47 
ro6 


Assets 

Cash  on  hand  and  at  call   . .     ix'69 

Bills  Discounted,  including 
re-dlscounts 9' 18 

Consols  and  other  Invest- 
ments  5*66 

Advances  on  Current  Ac- 
counts   71*51 

Bank  Property  ..        ..       1-96 


No.  4. 


Dr.        Nominal  Capital  343.     Subscribed  19-6.        Cr. 


Capital  Paid-up 

980 

Cash  in  hand,  at  Bank  of 

Reserve  Fund 

4'90 

England,  and  other  Banks 

Deposits,  Credit  Balances, 
Drafts.  &  other  Liabilities 

806 

8o-8i 

Investments     in     Consols, 

Rebate  on  Bills  and  Interest 

Colonial  Bonds  and  other 

accrued  on  Deposits 

•5a 

Securititt 

ta'oo 

Notes  in  Circulation 

•23 

Freehold  Properties  yielding 

Acceptances  on  Account  of 

Rents..                 .. 

vn 

Customers 

a-95 

Bills  Discounted,  Advances 

on     Current     Account*, 

Account      

'79 

Loans,  Ac 

T.J? 

Bank  Premises,  Fittings,  Ac. 

Stamps 

Liability  of  Cufttomers  fof 

Accdptaboes  ai  per  cdntra 

i'96 

xoo'Oo 

xoo'M 

="■ 

«»:> 

Dr. 


No.  5. 
Capital  Subscribed 
Reserve  Fund  . . 


Z%W^ 


Cr. 


Liabilities. 

AsseU. 

Capital  Paid-up 

re? 

Cash  in  hand 

6-51 

Reserve  Fund 

a-48 

At  Bank  of  England. . 

6-65 

Deposits  and  Current  Ac- 

Money at  Call  and  at  Short 
Notice         

counts         

i:j^ 

IS'34 

Acceptances  ft  Guarantees 
Liabuities  by  endorsement 

Investments 

X3*73 

Bills  Discounted,  3  months 

on  Foreign  Bills  sold 

•04 

and  under 

10-33 

Other  Liabilities,  being  In- 

Bxceedinff 3  months 
Loans  and  Advanoea 

I '44 

terest  due  on    Deposits, 

34'oo 

Unclaimed  Dividends.  &c. 

1*00 

Liabilities  of  Customers  on 

Rebate  on  Bills  not  due     . . 

•06 

Acceptances  and  Guaran- 

Profit  and  Loss 

•8a 

Liabilities  of  Customers  for 

883 

endorsement  as  per  contra 
Bank  Premises,  chiefly  free- 

'04 

hold    

a-76 

Other  Assets,  being  Interest 

due  on  Investments 

•33 

XOO'OO 

X03*00 

sss 

^^ 

The  proportion  of  the  capital  •  including  in  this  the 
Reserve  Fund — to  the  liabilities  from  the  public,  that  is,  to 
the  deposits,  varies  considerably. 

In  Balance  Sheet  No.  i  it  is  18  per  cent. 

2  „    24 

3  M    21 

4  M    14 

5  ..    10 

Where  the  capital  is  unusually  large,  a  bank  may  make 
advances  to  its  customers  to  an  extent  which  is  not  possible 
where  the  proportion  is  more  normal. 

In   those  cases  in  which  acceptances,  guarantees,  aad 
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liabilities  on  endorsement  exist,  and  appear  among  liabilities, 
they  are  offset  on  the  opposite  side  by  special  assets. 
Hence  no  further  reference  to  them  is  needed. 

On  the  assets  side  of  these  Balance  Sheets  bills  of 
exchange  and  promissory  notes  and  bills  discounted  are 
entered.  It  is  not  clear  whether  the  bills  are  discounted  for 
customers,  and  hence  represent  advances  to  them,  or 
whether  they  are  security  bills  which  might  be  included 
among  liquid  assets.  Also,  the  Government  securities  are 
not  separated  from  the  other  securities  held.  The  cash  in 
hand  is  only  in  one  instance.  No.  5,  separated  from  that  at 
the  Bank  of  England.  It  should  be  stated  separately  in 
all  cases. 

A  great  deal  may  be  learnt  as  to  the  allocation  of  the 
profit  earned  by  a  bank  and  other  details  as  to  the  business 
by  dissecting  the  accounts  in  this  manner,  but  to  follow 
these  points  up  here  would  lead  us  away  from  the  subject 
more  immediately  before  us,  which  is  to  consider  the 
disposal  of  the  assets,  as,  for  instance,  the  proportion  of  the 
loans  and  advances  to  customers  to  the  credit  balances.  It 
will  be  obser\'ed  in  several  instances  that  the  proportion  is 
large.  It  might  be  a  great  assistance  to  those  on  whom  the 
management  of  banks  rests  if  the  accounts  were  made  out  by 
them  in  this  form  for  their  private  use  at  suitable  intervals. 
To  have  half  the  local  resources  invested  locally  is  generally 
considered  a  fully  liberal  proportion— a  third  is  more 
suitable.  The  stating  the  accounts  in  this  manner  would 
draw  attention  to  the  facts. 

Conclusion. 

Gradually  we  learn  that  the  question  which  we  have 
considered  this  evening  is  a  very  large  one  and  that  a  good 
deal  may  be  said  about  the  best  form  of  Balance  Sheet 
to  be  adopted.  Further,  that  it  is  desirable  that  all  the 
Balance  Sheets  should  be  arranged  on  one  uniform  plan, 
which  should  be  universally  accepted  by  all  the  banks  in 
the  country.  If  this  were  done,  many  questions  which  now 
present  difficulties  might  be  easily  arranged.  In  consider- 
ing this  we  have  first  to  remember  what  the  banks  are  which 
have  to  be  dealt  with.  Banks,  in  the  United  Kingdom,  as 
we  all  know,  vary  in  size  as  much,  if  not  more  than  in  any 
country  of  the  world.  To  commence  with  the  Bank  of 
England.  Its  total  figures  run  up  to  about  ;f 95,000,000. 
To  take  other  instances  and  the  figures  conveniently  to 
hand,  Lloyds'  deal  with  assets  of  nearly  ^76,000,000.  The 
London  City  and  Midland  has  ;f  63,500,000,  the  London  and 
County  /51, 000,000,  Barclays'  ^50,000,000,  the  Union  of 
London  and  Smith's  /46,ooo,ooo,  the  London  and  West- 
minster nearly  /35, 000,000.  These  banks  are  either  metro- 
politan and  suburban  or  metropolitan  and  provincial. 
Amongst  those  banks  which  carry  on  business  only  in  the 
provinces  there  are  some  very  large  figures:  the  Bank  of 
Liverpool  /14, 500,000,  the  North  and  South  Wales  Bank 
;f  13,000,000,  the  Manchester  and  County  ;f  12,000,000,  and 


the  Wilts  and  Dorset  and  the  York  City  and  County  deal 
with  very  nearly  equal  amounts.  These  are  examples  of  the 
larger  banks.  There  are  some  banks  holding  very  much 
smaller  amounts,  under  ;^40o,ooo  and  even  smaller.  The  total 
assets,  omitting  the  Bank  of  England,  are,  in  round  figure, 
/i, 000,000,000.  This  amount  is  divided  amongst  about 
ninety  banks,  the  scope  of  whose  business  extends,  in  some 
cases,  over  very  large  districts,  and  in  others  is  quite  small 
and  local.  Yet,  as  the  business  is  identical  throughout,  it 
ought  not  to  be  impossible  to  arrange  a  Balance  Sheet 
which  should  meet  all  the  different  requirements. 

There  need  not  be  the  same  number  of  headings  in  all 
cases.  In  some  of  the  smaller  banks,  headings  which  are 
mainly  applicable  to  metropolitan  institutions  would  not  be 
needed. 

Though  in  a  sense  only  a  detail,  the  subject  is  one  of  con- 
siderable importance,  and  it  will  be  a  pleasure  to  me  if  what 
I  have  said  is  of  assistance  in  drawing  up  such  a  form  as 
might  be  generally  used  throughout  the  United  Kingdom. 

In  a  matter  of  this  description  one  can  only  make  sugges- 
tions. I  have  endeavoured  to  put  those  that  have  occurred 
to  me  in  a  form  that  will  be  generally  clear  and  acceptable. 
The  subject  might  be  considered  by  such  a  committee  as 
Sir  Felix  Schuster  has  suggested,  or  if  that  were  more 
occupied  by  larger  questions,  the  Council  of  the  Institute  of 
Bankers,  working  with  the  Committee  of  the  Country 
Bankers'  Association,  might  undertake  it,  and  obtain  the 
acceptance  of  a  uniform  plan.  This  would  have  many 
advantages  over  a  form  enjoined  by  an  Act  of  Parliament. 
Such  a  form  is  necessarily  rigid.  A  business  may  frequently 
alter  in  details,  and  it  may  not  be  easy  to  fit  the  present 
position  into  a  form  perhaps  fifty  years  old  or  older.  I  have 
known  of  cases  in  which  a  form  of  Balance  Sheet  enjoined  by 
Act  of  Parliament,  now  practically  out-dated,  is  employed, 
and  where  the  accounts  would  be  distinctly  more  intelligible 
if  a  form  adapted  to  the  present  working  could  be  used.  I 
trust,  therefore,  that  banks  may  be  able  to  agree  among 
themselves  on  the  form  of  a  Balance  Sheet  which  may  be 
generally  acceptable. 

Discussion  on  Mr.  Palstave's  Paper, 
Mr.  Luke  Hansard  :  Mr.  President,  I  really  have  nothing 
much  to  say  on  the  paper  which  Mr.  Palgrave  has  been  good 
enough  to  read  to  us.  It  is  a  very  short  one,  and,  to  my 
mind,  if  Mr.  Palgrave  will  forgive  me  for  saying  so,  it  is,  to 
a  great  extent,  an  echo  of  what  we  have  already  heard  so 
frequently  in  the  agitation  upon  the  subject  of  Bank  Balance 
Sheets.  The  new  ground  which  Mr.  Palgrave  touches  upon 
is  perhaps  in  the  model  of  various  Balance  Sheets  given  at 
the  end  of  the  paper ;  but  I  think  it  is  premature  to  discuss 
a  detail  of  that  kind  before  we  are  all  agreed,  or  before  we 
actually  know  what  legislation  is  to  be  carried  out  in  con- 
nection with  monthly  Balance  Sheets.  As  regards  the 
forms  at  the  end,  I  have  always  been  under  the  impression 
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that  there  is  much  greater  difierence  in  the  class  of  business 
transacted  as  between  one  bank  and  another,  and  that  there 
are  very  few  that  are  actually  identical.  I  think  that  if 
you  have  a  Balance  Sheet  on  fixed  stereotyped  lines  it  is 
conceivable  that  the  public  or  the  press  might  form  a  very 
erroneous  notion  of  the  condition  of  any  one  bank .  Therefore , 
I  say  if  you  have  any  legislation,  considerable  latitude 
should  be  given  to  any  one  bank  to  supplement  official 
lines  by  information  of  their  own.  There  is  one  point 
which  Mr.  Palgrave  mentioned  in  his  paper  which  I  think 
should  not  be  forgotten,  although,  to  my  mind,  it  is  only  a 
minor  point.  He  says  in  one  part  of  his  paper,  if  I 
recollect  rightly,  that  monthly  Balance  Sheets  are  not 
Balance  Sheets  but  merely  monthly  statements  of  account. 
Well,  that  is  so,  and  I  do  not  suppose  anybody  would 
suggest  if  we  adopt  monthly  Balance  Sheets  that  they 
should  be  audited  in  the  same  way  as  the  ordinary  half- 
yearly  Balance  Sheets.  There  is  certainly  that  difference 
between  a  monthly  Balance  Sheet  and  a  half-yearly  one. 
At  the  end  of  his  paper  Mr.  Palgrave  remarks  upon  the 
largeness  of  this  subject.  Well,  I  think  there  are  many  of 
us  who  do  not  appreciate  the  important  extent  of  any 
proposed  alteration.  I  will  just  give  you  a  few  figures 
which  I  took  out  a  little  while  ago.  The  twelve  at  present 
publishing  banks  have  aggregate  deposits  of  389  millions, 
and  the  total  deposits  of  banks  in  the  United  Kingdom 
given  in  the  Economist  half-yearly  table,  not  including  the 
Bank  of  England  or  the  English,  foreign,  and  colonial  joint- 
stock  banks — amount  to  8x0  millions.  Well,  deducting  the 
389  millions  already  publishing,  it  leaves  an  aggregate 
deposit  for  those  not  at  present  publishing  monthly  Balance 
Sheets  of  421  millions,  so  that  it  is  not  a  matter  to  be  dealt 
with  lightly.  Now,  I  do  not  propose  for  one  moment  to 
suggest  that  any  of  these  twelve  banks  are  guilty  of  any- 
thing like  the  offence  of  ' '  window-dressing ' ' — ^if  it  is  an 
offence — but  it  is  patent  to  all  of  you  gentlemen  that 
towards  the  end  of  the  month  there  is  a  considerable  dis- 
turbance of  the  money  market,  and  I  think  it  is  possible, 
if  you  bring  in  a  further  421  millions  into  the  publication 
of  monthly  Balance  Sheets,  it  is  not  unfair  to  infer  that 
the  disturbance  will  be  considerably  greater.  Therefore  I 
am  no  great  enthusiast  for  the  publication  of  monthly 
Balance  Sheets.  It  may  be  of  some  good,  but  I  am  not 
sure  that  in  other  ways  it  will  not  be  a  great  disadvantage. 
I  do  not  know  that  I  have  anything  more  to  say,  but  I 
hope  that  in  any  legislation,  or  attempted  legislation,  on 
this  subject  considerable  caution  will  be  exercised,  and  in 
considering  this  subject  those  who  are  the  leaders  in  the 
Diatter  will  recollect  that  the  policy  of  laisses  /aire  has  been  a 
prosperous  one  to  us  in  the  past,  and  that  we  have  done 
well  under  it. 

Mr.   F.   Straker:    Mr  Palgrave  says  on  p.  568,  ''The 
**  greatest  differences  I  have  noticed  in  entries  in  the  Balance 


' '  Sheets  have  been  in  the  description  of  the  amounts  held  in 
"  cash  at  call  and  at  short  notice."  This  is  a  matter  which 
has  been  always  very  prominent  in  my  mind  :  the  composition 
of  the  item  appearing  in  Bank  Balance  Sheets  as  "  Cash  at 
call  and  short  notice."  To  my  mind  these  are  two  distinct 
items,  and  if  there  is  a  question  of  issuing  a  more  lucid 
Balance  Sheet,  I  would  suggest  to  Mr.  Palgrave  that  instead 
of  having  one  item  for  "  Money  at  call  and  short  notice  "  he 
might  have  two  items — one  **  Money  at  call,"  and  another 
*'  Money  at  short  notice  " — in  the  same  way  that  he  proposes 
to  divide  "Cash  in  hand"  and  "  Cash  at  the  Bank  of 
England."  I  do  not  think  that  *' Money  at  call*'  and 
"  Money  at  short  notice"  being  put  under  one  heading  is  a 
fair  statement  of  that  particular  item  of  our  liquid  assets,  as 
we  know  that  a  certain  part  of  ••  Money  at  short  notice"  is 
not  readily  available  as  a  liquid  asset,  especially  in  times  of 
trouble.  I  simply  throw  this  out  as  a  suggestion,  but  it  is  a 
point  which  has  been  often  in  my  mind. 

Sir  Felix  Schuster:  Mr.  President,  I  am  sure  that  we 
are  all  extremely  obliged  to  Mr.  Palgrave  for  the  very  able 
and  lucid  paper  which  he  has  put  before  us,  and  if  I  have 
hesitated  to  rise  before,  it  is  for  the  simple  reason  that  there 
is  really  hardly  anything  in  the  paper  which  calls  for  remark. 
It  is  very  clear,  it  is  very  straightforward,  and,  I  think,  on 
the  whole,  we  are  all  agreed  with  what  he  has  told  us.  My 
remarks,  therefore,  probably  are  directed  more  to  what  the 
latest  speakers,  Mr.  Hansard  and  Mr.  Straker,  have  said. 
Mr.  Hansard  has  mentioned  the  word  "  legislation  "  once  or 
twice.  Well,  Mr.  President,  I  for  one  am  very  sorry  that 
this  word  should  be  introduced  here  at  all.  I  hope  we  shall 
arrive  amongst  ourselves  at  some  conclusion  which  will  make 
legislation  absolutely  unnecessary.  It  would  be  rather  a 
reproach  to  bankers  if  they  did  not  so  manage  their  own 
affairs  that  Parliamentary  intervention  shall  not  be  needed. 
There  is  no  necessity  for  it,  for  I  am  sure  that  we  shall  arrive 
at  some  conclusion.  I  am  not,  and  I  have  never  been,  an 
advocate  of  the  doctrine  of  laissez/aire  where  improvements 
were  felt  to  be  necessary,  and  I  say  this  deliberately,  that  if 
we  adopt  the  doctrine  of  laissez  /aire  in  this  matter,  then  we 
shall  have  legislation.  Mr.  Hansard's  objection  to  the 
publication  by  non-publishing  banks  I  have  not  been  able  to 
follow  altogether.  He  tells  us  that  the  twelve  publishing 
banks  hold  deposits  for  389  millions,  and  that  the  non- 
publishing  banks  hold  deposits  of  421  millions — a  very  large 
amount — ^and  surely  if  the  banks  holding  a  smaller  amount 
can  publish  their  figures,  the  others  ought  to  follow  suit.  His 
argument  is  that  though  he  does  not  accuse  the  twelve  publish- 
ing banks  of  "  window-dressing,"  he  suggests  that  at  the 
end  of  the  month  there  is  a  great  pressure  for  money  which 
can  only  be  brought  about  by  a  certain  practice  which  he 
does  not  describe  as  "  window-dressing,"  and  he  says  it  other 
banks  publish  as  well  we  shall  have  this  pressure  increased. 
Not  at  all.    What  we  advocate  now— the  President,  Mr 
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Palgrave,  and  myself^is  the  publication  of  averages,  and  not 
the  publication  of  figures  at  the  end  of  the  month,  and  that 
will  do  away  with  '*  window-dressing  "  at  the  end  of  the 
month  on  the  part  of  the  publishing  banks,  and  make 
'•  window-dressing  "  on  the  part  of  those  who  do  not  publish 
entirely  impossible ;  so  I  think  Mr.  Hansard's  defence  of  the 
non-publication  falls  to  the  ground.  As  to  a  further  separation 
of  *•  Money  at  call "  and  •*  Short  notice,"  I  confess  I  do  not 
quite  see  the  urgency  of  that  matter ;  in  fact,  I  do  not  think 
we  ought  to  go  from  one  extreme  to  another.  I  think  some 
of  our  banks  publish  quite  enough  already,  and  if  I  have 
anything  to  criticise  in  Mr.  Palgrave's  paper  it  is  that  he 
rather  asks  too  much  in  the  way  of  details.  It  is  not 
necessary  to  dissect  our  internal  arrangements  too  much 
before  the  public.  What  is  wanted  is  a  clear  and  straight- 
forward statement  of  our  assets  and  our  liabilities  in  an 
int^ligible  form,  and  average  figures  given  once  a  month  is 
really  all  the  public  can  demand.  Half-yearly  Balance 
Sheets,  or  yearly  Balance  Sheets,  will  give  shareholders  of 
banks  more  detailed  information.  And  in  connection  with 
the  publication  of  these  monthly  statements,  which  I  hope 
before  many  years  are  past  will  be  adopted  all  over  the 
country,  I  would  observe  this— they  ought  not,  as  Mr. 
Hansard  said,  to  be  mere  stereotyped  figures  nor  ought  the 
same  standard  to  apply  to  different  banks.  London  banks 
and  counitry  banks  do  a  different  class  of  business,  and  the 
public  will  get  used  to  the  idea  that  one  bank  can  do  its 
business  just  as  safely  with  a  much  smaller  proportion  of 
liquid  assets  than  another  with  a  larger  one ;  and  I  think 
it  is  a  matter  of  educating  the  public,  and  not  letting  the 
public  think  that  every  bank  must  work  up  to  one  fixed 
standard,  15,  18,  20,  or  25  per  cent.  The  public  ought  to 
recognise  that  there  are  such  things  as  fluctuations,  and 
that  there  may  be  times  when  a  bank  has  to  part  a  little 
more  freely  with  its  reserves,  and  to  show  a  smaller  pro- 
portion of  assets  to  liabilities  than  on  other  occasions.  I 
think  this  would  be  the  value  of  these  monthly  accounts, 
for  bankiiig  accounts  do  vary,  and  must  vary  in  the  nature 
of  things. 

Mr.  Herbert  (a  visitor) :  May  I  ask,  as  a  visitor,  one 
question  ?  I  should  like  to  know  what  is  "  Cash  "  ?  When 
I  see  in  a  bank  Balance  Sheet  '*Cash  at  call  and  short 
notice,"  I  sometimes  think  it  would  be  more  correctly 
described  as  "  Loans  at  call  and  short  notice." 

Mr.  C.  Gow:  Mr.  President,  might  I  just  ask  one 
<questioQ  also,  and  it  is  a  question  which  I  have  never  had 
answered  either  in  this  present  agitation  or  kindred  agitations 
which  are  troubling  us  now  ?  What  good  am  I  to  get  from 
any  of  the  proposals  which  have  been  made,  what  good  is 
any  bank  to  obtain  from  them  at  all  ?  I  see  none.  Does 
anyone  suggest  that  there  is  any  bank  in  such  a  perilous 
position  that  its  affairs  need  overhauling  in  the  way  that  has 
^een  talked  of  lately  ?    Those  are  questions  which  I  should 

9  to  have  answered. 


Col.  Robert  Williams,  M.P. :  Mr.  President  and  gentle- 
men, I  should  like  to  say  a  word  on  the  remarks  which  fell 
from  Mr.  Hansard  and  also  from  Sir  Felix  Schuster.  Sir 
Felix  deprecated— and,  I  think,  rightly  deprecated — 
legislation  being  introduced,  but  Mr.  Palgrave  quotes  Mr. 
Rae  in  his  very  wise  words,  •'  You  should  be  ready,  aye 
ready."  There  is  so  much  talk  in  the  air  that  I  cannot  but 
think  that  the  unanimity  with  which  this  paper  has  been 
received  to-night  rather  indicates  that  if  a  Committee  of  the 
Institute  of  Bankers  and  of  the  Association  of  Country 
Bankers  put  their  hands  to  the  work  at  once  and  compiled 
suggestions  for  a  monthly  publication,  it  will,  at  all  events, 
show  those  that  may  be  considering  legislation  just  now  that 
we  are  taking  the  matter  in  hand  ourselves,  and  this  may 
stave  off  an  interference  which  I  think  we  would  all 
deprecate.  I  would  like  to  see  something  of  that  kind  taken 
in  hand  by  the  two  bodies  I  have  named,  and  a  Balance 
Sheet  suggested  for  future  consideration. 

The  President :  Before  asking  you  to  pass  a  vote  of  thanks 
to  Mr.  Palgrave  I  should  like  to  make  one  or  two  very 
short  observations  on  the  subject  of  the  paper  which  he  has 
so  kindly  read  to  us.  In  the  first  place,  on  p.  566,  he 
says  **  The  object  of  a  Balance  Sheet  is  to  place  before  the 
'*  banker  himself,  his  shareholders,  customers  and  the 
"public  generally,  an  exact  and  accurate  description  of  the 
"position  of  the  bank."  With  that  I  entirely  agree.  A 
mirror  of  this  sort  is  most  useful  to  the  banker  himself,  and 
it  may  be  that  in  some  cases,  if  he  is  not  compelled  to  look 
into  that  mirror,  he  does  not  always  realise  the  position 
which  he  is  in.  On  p.  566  he  talks  about  twelve  banks 
commencing  to  publish  in  1891  and  that  the  practice  bas 
been  continued  ever  since  by  these  banks.  Unfortunately, 
their  example  has  not  been  followed,  as  it  was  fondly 
hoped  it  would  be  by  the  other  banks.  I  entirely  a^ee 
with  what  Sir  Felix  Schuster  said  in  deprecating  legisla- 
tion. We,  none  of  us,  want  ourselves  overhauled  by  the 
Houses  of  Parliament,  but  I  am  convinced  unlecis  tfa^ 
banks  generally  fall  into  line  with  respect  >to  publication, 
this  will  come,  and  certainly  it  is  far  better  for  us  of  our 
own  initiative  to  agree  to  this  lest  something  worse  befall 
us.  On  p.  567  Mr.  Palgrave  suggests  average  daily 
Balance  Sheets.  Now,  I  venture  to  think  that  it  is  impos- 
sible to  take  out  average  daily  Balance  Sheets.  It  is  easy 
enough  to  calculate  daily  cash  balances,  but  a  daily  cash 
balance  is  of  no  good  unless  you  take  lihe  daily  liabilities, 
and  I  think  that  even  in  a  bank  with  only  a  few  branches 
it  is  absolutely  impossible  for  such  a  thing  to  be  done.  I 
do  not  see  any  great  virtue  in  separating  three  months^ 
bills  from  bills  for  longer  dates.  Bills  of  a  longer  currency 
than  three  months  are  rather  rare  in  most  portfolios ;  but 
in  considerinig  the  liquid  assets,  sufficient  weight  is  not 
given— especially  in  the  analysis  which  appears  in  the 
press— ^o  bills,  or  as  Mr.  Palgrave  happily,  I  think,  calls 
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them,  "security  bills."    Now,  a  "secmrity  bill,"  1.*.,  a  first- 
class  bill,  is  tte  very  finest  asset  a  bank  caa  hold.  >  It 
automatically  turns  itself  into  cash  without  any  trouble ; 
and  you  all  know  that  there  have  been  times  when  you 
cannot  even  sell  Consols,  nvuch  less  railway  debentures,  or 
Colonial  securities,  all  of  whdch  are  looked  upon  generally 
as   liquid   assets.      With    regard    to    the   suggestion   of 
separating  specie  and  Bank  of  England  notes,  I  do  not 
think  myself  that  there  is  very  much  reason  for  doing  that, 
because  if  you  hold  Bank  of  England  nates  the  gold  for 
these  notes  must  ipso  facto  be  in  the  bank  vaults.     Mr. 
Palgrave  says  later  on  that  there  are  certain  banks  doing 
most  excellent  and  solid  business,  which  nevertheless  have 
made  such  heavy  advances  to  customers  that  th^  cannot 
be  said  to  hold  sufficient  liquid  assets.     To  guard  them 
against  themselves,  and  to  compel  them  to  keep  sufficient 
of  their  assets  in  a  liquid  form  is,  I  consider,  one  of  the 
chief  and  n^ain  objects  of  monthly  Balance  Sheets  with 
weekly  averages.    My  opinion  is,  it  would  not  be  at  all 
difficult  to  frame  a  Balance  Sheet  which  might  be  univer- 
sally used  by  every  bank  in  the  kingdom ;  though  I  entirely 
agree  with  what  Sir  Felix  Schuster  said  that  the  amount  of 
liquid  assets  that  is  necessary  for  banks  to  hold  must  vary 
accof^ding  to  the  districts  they  are  trading  in,  and  the 
demands  which  are  likely  to  come  upon  them.    You  cannot 
lay  down  an  absolute  standard.  As  to  **  Call  and  short  notice 
money,"  I  do  not  consider  there  is  any  virtue  in  separating 
these  two,  which  Mr.  Straker  suggested,  fox  money  under 
these  heads  is  usaally  lent  in  the  same  channels,  and  if  they 
cannot  repay  the  one,  the  borrowers  will  prdbably  not  be 
able  to  repay  the  other.  These,  gentlemen,  are  a  few  of  the 
items  which  strike  me  in  the  very  interesting  paper  which 
Mr.   Palgrave  has  been  kind   enough  to  read  to  us.    We 
all  know  how  very  thoroughly  he  has  studied  for  many  years 
past  everything  connected  with  banking.    We  are  indebted 
to  him   for  that  most  invaluable  publication  the  Banking 
Almanac,    The  amount  of  useful  information  it  contains  we 
all  know  of ;  there  is  hardly  anything  we  want  to  find  out 
in  reference  to  banking  that  it  will  not  give  us.    I  will  ask 
you — and  I  am  sure  you  will  carry  it  unanimously — to  pass 
a  hearty  vote  of  thanks  to  Mr.  Palgrave  for  the  paper  he 
has  so  kindly  read. 

Mr.  R.  H.  Inglis  Palgrave  (in  reply) :  Mr.  President  and 
gentlemen,  I  have  to  thank  you  most  heartily  for  the 
patience  with  which  you  have  listened  to  a  paper  which, 
I  fear  to  most  of  you,  may  have  seemed  like  going  through, 
at  the  end  of  a  hard  day's  work,  the  accounts  of  your  bank 
again  for  the  day.  I  am  very  much  obliged  to  yon  for  the 
attention  with  which  you  have  listened  to  me.  I  hope  that 
we  may  be  able  to  get  through  the  'settlement  of  this  ques- 
tion without  any  legislation  whatever.  It  is  that  which  I 
am  most  anxious  for,  and  which  really  was  the  cause  of  my 
troubling  you  with  this  paper.  I  do  not  in  the  least  see  why 


we  should  not  all  come  to  one  mind  on  the  subject,  and  that 
we  all  may  find  out  the  advantage  of  publishing  statements 
on  the  lines  suggested.  That,  I  entirely  believe,  may  follow 
if  a  good  arrangement  is  adopted.  I  believe  it  has  been  of 
the  greatest  service  to  the  Bank  of  England  to  be  com- 
pelled to  publish  its  Balance  Sheet  every  week.  However 
great  the  Bank  of  England  may  be,  I  belike  its  being 
brought  continually  before  the  eyes  of  the  public  has  been 
of  great  advantage  to  it.  One  gentleman  remarked  on  the 
difference  between  short  call  and  notice,  and  thought  I 
ought  to  have  divided  these  items  in  my  Balance  Sheet. 
Well,  sir,  I  assure  you,  with  regard  to  this,  I  was  afraid  of 
putting  in  too  much.  As  it  is,  I  think  I  have  made  sugges- 
tions which  everybody  will  not  care  to  carry  out,  and  I  did 
not  wish  to  put  in  too  many  of  these.  I  must  leave  other 
people  to  work  out  these  suggestions  as  they  find  it 
advisable.  One  gentleman  asked  what  the  advantage  of  all 
this  discussion  was,  and  what  good  was  he  to  expect  to  get 
out  of  it.  Well,  I  hope  he  will  derive  some  advantage.  I 
can  only  say  for  myself  that  if  some  advantage  will  follow, 
we  shall  all  be  very  thankful.  That  is  all  I  can  say ;  I 
cannot  go  further  than  that.  I  think  we  might  have  been 
left  alone,  but  since  we  have  not  been,  we  must  be  pre- 
pared to  show  a  form  of  statement  which  no  one  will  be 
able  to  controvert.  I  trust  we  shall  be  able  to  arrange 
this  of  our  own  accord,  and  without  any  legislation  being 
required.    I  thank  you  most  heartily. 


Bssccfation  of  Auntcfpal  Corporations* 


The  annual  meetings  of  the  Association  of  Municipal 
Corporations  comanenced  on  the  17th  inst.  with  the 
usual  banquet  at  the  Hotel  Cecil.  Once  again  there 
was  a  brilliant  and  distinguished  asseonbly,  which 
included,  besides  the  principal  guests,  the  Mayors  or  Town 
Clerks,  or  both,  of  the  principal  cities  and  towns  in  the 
country.  The  chair  was  occupied  by  Mr.  J.  S. 
Harnaood-Banner,  M.P.,  the  Presidmt-elect ;  Mr.  A.  H. 
Scott,  M.P.,  tihe  Vice-Presidecut-elect,  being  also  present. 
Other  guests  included  Lord  Tweedmouth,  the  Lord  Mayor 
of  London,  Sir  J(An  L.  Walton,  M.P.  (Attorney-Goneral), 
Sir  H.  Cozens-Hardy  (Masteir  of  the  Rolls),  Field-Mafrshal 
Six  George  White,  Sir  Wm.  Robson,  M.P.  (Solicitor- 
General),  Dr.  Macnamara,  M.P.  (Parliameatazy  Secretary 
to  the  Local  Government  Board),  Mr.  Stuart  Sankey 
(Vioe-ChaixmAn  London  County  Council),  Professor 
Stuart,  M.P.,  Mr.  Robt.  Armitage,  M.P.,  Mr.  A.  E.  W. 
Mason,  M.P.,  Mr.  R.  L.  Morant,  C.B.,  Sir  Thomas  Roe, 
M.P.,  Mr.  A.  PriesUey,  M.P.,  Sir  William  Talbot,  Sir 
William  Holland,  M.P.,  Sir  Albert  RoUit  (ex-President)^ 
Sir  James  Woodhouse  (ex-President),  and  others. 
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The  usual  loyal  toasts  were  given  from  the  chair  and 
musically  honoured,  after  which  Sir  William  Holland, 
M.P.,  proposed  "ITie  Naval  and  Military  Forces  of  the 
Empire,"  a  toast  to  which  Lord  Tweedmouth  and  Field- 
Marshal  Six  George  White  responded. 

In  submitting  "The  Houses  of  Parliament,"  Sir  J.  T. 
Woodhouse  compared  their  procedure  with  that  generally 
adopted  by  municipal  corporations— of  course,  to  the  great 
advantage  of  the  latter.  He  also  commented  upon  the 
unnecessary  time  and  money  spent  on  private  Bill  legisla- 
tion. Why  should  the  great  municipalities  have  to  go  to 
Parliament  for  every  little  local  reform  they  wanted? 
(Cheers.)  Parliament  was  ready  for  some  devolution  of  its 
powers  to  the  great  municipal  corporations.  (Hear,  hear.) 
When  a  main  line  became  blocked  they  must  shunt  off  the 
local  traffic,  and  that  was  the  principle  that  ought  to  be 
applied  to  the  present  congestion  in  Parliament.  Sir  John 
Lawson  Walton,  who  replied  to  the  toast,  incidentally 
gave  a  partial  agreement  to  the  sentiments  of  Sir  James 
Woodhouse,  expressing  the  opinion  that  the  limited 
Parliaments  of  Great  Britain  must  eventually  come  to  the 
aid  of  the  parent  institution,  in  order  that  escape  might 
be  made  from  the  problems  that  confronted  them.  (Cheers.) 

The  toast  of  "  The  Local  Government  Board  "  was  pro- 
posed by  Mr.  A.  E.  W.  Mason,  M.P.,  who  referred  to  the 
great  expansion  that  had  taken  place  in  local  government 
in  this  country  since  the  creation  of  that  Government 
Department  thirty-seven  years  ago.  He  recognised  the 
extraordinary  obligation  which  the  country  was  under  to 
the  public-spirited  men  who  gave  their  labour  and  experi- 
ence to  the  services  of  their  localities.  He  thought,  too, 
that  the  present  machinery  of  the  Local  Government 
Board  was  not  longer  quite  able  to  cope  with  the  many 
demands  that  were  made  upon  it  — (loud  cheers) — and  that 
it  needed  to  be  renewed,  modernised,  and  extended. 

The  toast  was  replied  to  by  Dr.  Macnamara.  M.P.,  the 
Parliamentary  Secretary  to  the  Local  Government  Board. 
He,  too,  took  as  his  text  the  great  expansion  that  has  in 
recent  years  taken  place  in  local  government.  To-day 
England  and  Wales  was  covered  by  62  county  councils, 
324  town  councils,  28  metropolitan  borough  councils,  818 
urban  district  councils,  671  rural  district  councils,  and 
about  13,000  parish  meetings.  To  these  had  to  be 
added  660  boards  of  guardians  and  some  450  burial 
boards  and  burial  joint  committees,  and  29  separate  port 
sanitary  authorities.  In  all,  England  and  Wales  were 
covered  with  over  16,000  local  authorities.  If  there  were 
added  the  officers  and  managers  of  various  sick  asylums, 
the  Local  Government  Board  last  year  came  into  contact 
with  25,052  local  authorities  in  this  country.  He  recog- 
nised the  extraordinary  obligation  which  this  country  was 

nder  to  the  public-spirited  men  of  every  locality  who 


gave  their  labour  and  experience  to  the  service  of  their 
own  localities.  There  was  nothing  like  it  elsewhere  in  the 
civilised  world.  His  own  view  was  that  the  genius  for 
local  self-government  was  the  greatest  characteristic  of  the 
British  people.  He  trusted  that  the  supply  of  public- 
spirited  men  who  were  prepared  to  spend  and  be  spent  in 
the  public  service  would  never  fall  off— (hear,  hear) — 
otherwise,  with  our  grave  obligations  and  great  commit- 
ments, our  position  would  be  a  serious  one.  (Hear,  hear.) 
Again,  there  was  the  vital  necessity  of  keeping  the  Local 
Government  Board  so  orgaodsed  as  to  be  able  properly 
and  promptly  to  adapt  itself  to  the  municipal  movements 
of  the  day  and  enabled  to  keep  abreast  of  the  eotiiusiasm, 
the  endeavours,  and  the  aspirations  of  the  great  local 
authorities  of  the  country.  (Hear,  hear.)  If  patriotism 
and  hdglh  expert  knowledge  and  untiring  industry  could 
help  towards  this  accomplishment,  then  the  permanent 
officials  of  the  Local  Government  Board  ought  to  succeed. 
(Cheers.)  He  spoke  for  himself  alone  when  be  said  that 
he  wished  circumstances  rendered  it  possible  for  the 
Local  Governonent  Board  to  consider  and  determine  the 
various  applications  of  local  authorities  with  greater 
despatch.  (Cheers.)  In  this  matter,  he  hoped  the  com- 
pany would  believe  that  the  Local  Government  Board, 
like  themselves,  were  the  victims  of  circumstances  over 
which  they  had  no  control.  Speaking  also  for  himself,  he 
thought  the  time  had  come  for  the  revision  of  the  local 
incidence  of  the  cost  oi  the  burden  laid  upon  miamcipali- 
ties.  As  to  the  control  of  elementary  and  higher  education, 
he  saw  that  the  rate  charge  for  elementary  education  in 
the  county  boroughs  had  gone  up  by  30  per  cent,  in  the 
last  four  years,  and  in  the  non-county  boroughs  by  80  per 
cent.  He  trusted  they  would  not  grudge  that  expenditure, 
because  he  believed  that  this  was  the  most  productive 
exf>enditure  which  the  country  demanded.  (Hear,  hear.) 
But  our  system  of  financing  education  was  unscientific  to 
the  last  degree.  It  was  obvious  that  State  aid  on  behalf 
of  education  ou^ht  to  be  graduated,  so  as  to  connote  the 
special  circumstances  of  the  locality,  and  it  was  obvious 
that  the  greater  proportion  of  what  was,  after  all,  a 
national,  and  not  a  local,  service  ought  to  be  maiatained 
from  the  Imperial  Exchequer.     (Cheers.) 

Sir  Albert  Rollit,  Past-Piesident  of  the  Association,  pro- 
posed the  toast  of  "The  Lord  Mayors,  Mayors,  and 
Municipalities  of  the  United  Kingdom."  The  municipali- 
ties, he  said,  had  made  the  lives  of  the  people  more  live- 
able. They  had  not  merely  reduced  the  death-rate,  but 
they  had  made  lives  longer  and  more  enjoyable.  As  to 
their  work,  he  did  not  mind  constructive  criticism,  but  he 
did  dislike  criticisms  by  men  who  were  merely  destructive 
in  thedr  efforts,  who  gave  no  time  to  that  chivalry  which 
was  the  performance  of  public  duty,  and  who  thought 
that  full  citizenship  had  been  attained  when  they  had  paid 
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their  rates  and  taxes — and  that  even  they  could  not  do 
and  look  pleasant.  (Laughter  and  cheers.)  We  are  poor 
but  honest,  said  Sir  Albert.  (Loud  cheers.)  We  court 
every  possible  investiga/tion  into  our  administraition,  and 
we  are  prepared  to  submit  our  accounts  to  any  proper  and 
adequate  audit.     (Loud  cheers.) 

The  Lord  Mayor  of  London  and  the  Mayor  of 
Southampton  responded.  The  former  told  a  funny  story. 
A  Yorkshiieman,  whose  urban  district  council  had 
recently  attadned  the  dignity  of  a  borough,  met  a  friend  at 
luaoheon  one  day,  and  informed  him  of  the  glad  tidings. 
"Yes,"  he  said,  "we  are  now  a  borough,  and  we  have  a 
mayor  who  wears  a  chain  round  has  neck."  "Wears  a 
chain  round  his  neck?  "  replied  his  friend  j  "why  we  let 
ours  go  loose." 

"  Our  Guests  "  wias  proposed  by  the  Lord  Mayor  of  New- 
castle-on-Tyne,  and  replied  to  by  the  Master  of  the  Rolls 
and  Professor  Stuart,  M.P.  The  former  thought  there  was 
too  much  privaite  Bill  legislation,  and  that  municipal 
corporations  ought  to  be  content  with  general  statutes. 
The  semtimeat,  however,  was  not  very  generally  accepted 
by  the  company,  as  it  is  a  well-known  fact  that  very  little 
of  our  general  municipal  legislation  would  have  been 
obtained  had  the  initiative  not  been  taken  in  private  Bills. 

Mr.  A.  J.  Sherwell.  M.P.,  proposed  the  toast  of  "The 
Association  of  Municipal  Corporations,"  to  which  the 
Chairman  responded  in  a  speech  that  was  necessarily 
brief,  on  account  of  the  lateness  of  the  evening.  He 
thought  it  was  a  pity  that  the  London  boroughs  were  pro- 
hibited by  the  operation  of  the  Local  Government  Board 
audit  from  paying  subscriptions  to  the  Association 
— (hear,  hear) — and  hoped  that  the  grievance  would  soon 
be  remedied  by  the  Local  Government  Board. 

The  business  meeting  of  the  Association  took  place  at 
the  Guildhall  on  the  i8th  inst.,  when  Mr.  J.  S.  Harmood- 
Banner,  M.P.,  and  Mr.  A.  H.  Scott,  M.P.,  were  elected 
President  and  Vice-President  respectively  for  the  ensuing 
year. 


Vepfew. 


Compensation  for  Man  and  Maid. 


A  full  explanation  of  the  Workmen's  Compensation 
Act,  1906. 


By  Oscar  M.  Wihl,  B.A.,  LL.B. 


London,  1907 :  Gee  &  Co.    Price  2S.  net. 

This  concise,  yet  withal  perspicuous  little  treatise  on  a 

topic  of  almost  universal  current  interest  is  well  calculated 

to  convey  to  the  minds  of  the  most  unsophisticated  man  or 

maid  under  what  circumstances  he   or   she  may  become 


entitled  to  compensation  for  accident  in  the  course  of 
employment. 

Mr.  Wihl's  little  work  consists  in  no  mere  annotation  of 
the  statute,  though  we  are  glad  to  find  that  in  Chapter  XII. 
it  includes  it.  He  deliberately  pulls  the  Act  to  pieces,  and 
presents  us  with  its  subject-matter  digested  and  arranged  in  a 
continuous  and  progressive  course  which  compares  very 
favourably  with  the  slipshod  method  pursued  in  the  Act  itself. 
The  first  three  chapters  are  devoted  to  preliminary  matters, 
or,  to  use  the  author's  simile.  "  to  the  excavation  of  a  firm 
bottom,"  which  desideratum  having  been  attained,  the  follow- 
ing chapters  deal  in  logical  order  with  the  questions  "  Who 
are  employers  ?  Who  are  workmen  ?  For  what  is  com- 
pensation given  ?  The  amount  of  the  compensation,"  and 
"  How  compensation  is  obtained." 

Two  supplemental  chapters  then  treat  of  the  more  technical 
and  special  aspects  of  the  subject,  viz.,  '*  Industrial  Diseases" 
and  "Seamen,"  and  in  an  eleventh  chapter  many  useful 
hints  are  given  to  householders  on  their  position  under  the 
new  Act. 

There  is  no  index,  which  may  well  be  deemed  unnecessary 
in  so  slight  a  work  ;  but  that  being  so,  we  would  suggest  that 
reference  would  be  much  aided  by  page  headings,  or  alternate 
page  headings,  showing  the  immediate  subject-matter  under 
discussion  in  each  chapter,  or.  better  still,  on  each  page.  As 
it  is,  one  has  to  refer  to  the  opening  of  each  chapter  to 
discover  one's  exact  whereabouts. 


personal. 

Messrs.  Monkhousb,  Goddard&  Co.,  Chartered  Aceoun- 
tants,  of  St.  Nicholas  Chambers,  Newcastle-upon-Tyne, 
have  admitted  Mr.  H.  Kenneth  Armstrong  into  the  part- 
nership of  their  firm.  Mr.  Armstrong  is  a  nephew  of  their 
senior  partner,  and  has  been  associated  with  their  firm  for 
some  years. 

Messrs.  Reginald  W.  Thornton  and  Herbert  J.  Webb, 
who  have  hitherto  been  practising  in  partnership  at 
17  Philpot  Lane,  London,  E.C.,  and  Bank  Chambers, 
Carfax,  Oxford,  announce  that  the  partnership  existing 
between  them  has  been  dissolved  by  mutual  consent,  and 
that  Mr.  Reginald  W.  Thornton  will  in  future  carry  on 
the  whole  of  the  practice  by  himself  at  the  above  addresses. 


Aeetftids  for  tbe  eitdutitd  Meelt. 

Tuesday  —  Institute  of  Chartered  Accountants.  — 
Finance  Committee,  at  2.30  p.m. ;  Applications  Com- 
mittee, at  3  p.m. 

Wednesday — Institute  of  Chartered  Accountants. — 
Council  Meeting,  at  11  a.m. ;  26th  Annual  General 
Meeting,  at  2  p.m. 
Chartered  Accountants'  Benevolent  Association. 
— 2ist  Annual  Meeting,  at  the  condusioo  of  the 
Annual  Meeting  of  the  Institute. 
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failures  and  Xtlls  of  Sale  in  £n0lan^ 
an^  Males* 


According  to  Kemp's  Mercantile  GaaetU,  the  total  nnmber 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday  April  19th  was  171,  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  London  GautU^ 
91 ;  Deeds  of  Arrangement  registered,  80.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were: 
Bankruptcies,  40;  Deeds  of  Arrangement.  67— total,  107; 
being  an  increase  of  64.  The  total  number  of  commercial 
failures  recorded  during  the  16  weeks  of  the  present  year  is 
2,452 ;  the  total  number  recorded  in  the  corresponding  16 
weeks  of  last  year  was  2,683,  showing  a  decrease  of  231. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday 
April  19th,  was  171.  The  number  in  the  corresponding  week 
of  last  year  was  84,  showing  an  increase  of  87.  The  total 
number  filed  during  the  16  weeks  of  the  present  year  is  2,447  \ 
the  total  number  filed  in  the  corresponding  16  weeks  of 
last  year  was  2,462,  showing  a  decrease  of  15. 


Debentures. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week  ending 
Friday  April  19th  amounted  to  ;£'4,668,o69,  by  way  of 
addition  to  ;fi,533i939*  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ;^442,938,  showing  an  increase  ol 
;^4,225,i3i.  The  total  amount  registered  during  the  16 
weeks  of  the  present  year  is  ;^28,oo  1,895  (^Q  addition  to  the 
issues  in  previous  years  by  the  same  companies),  as 
compared  with  ;^24,936,552  for  the  corresponding  16  weeks 
in  1906,  showing  an  increase  of  ;^3,o65,343. 


The  Profession  in  Scotland. 


Traiteeihips  in  Beqaeatpationi. 


Acting  Sherifif-Substitute  Nicholson  has  decided  an 
important  point  in  bankruptcy  law,  which  arose  in  the 
competition  for  the  trusteeship  on  the  sequestrated  estate 
of  Roderick  Finlayson,  hotel  keeper,  Royal  Hotel,  Criefif. 
At  the  first  meeting,  creditors  with  claims  to  the  extent  of 
over  /3.000  voted  in  favour  of  Mr.  Martin  Henry  Pirrie 
Watt,  banker,  Criefif,  while  creditors  to  the  extent  of  ;f  2,000 
"oted  in  favour  of  Mr.  William  James  Wood,  accountant. 
Perth.  At  that  meeting  Mr.  Wood  stated  several  personal 
objections  to  the  appointment  of  Mr.  Watt.  Thereafter 
before  the  SherifiT-Sabstitute  he  objected  that  Mr.  Watt  was 
ineligible  for  the  position  of  trustee  in  respect  that  he  had 
an  interest  opposed  to  the  general  body  of  creditors,  because, 
although  agent  of  the  North  of  Scotland  Bank,  Lim., 
who  held  security  over  the  buildings  of  the  Royal 
Hotel,  he  would  as  trustee  have  to  determine  what  part  of 
the  goodwill  of  the  business  went  with  the  buildings,  and 


what  part  was  movable  and  went  to  the  general  body  of 
creditors.  His  second  objection  was  that  Mr.  Watt  was 
conjunct  and  confident  with  the  bankrupt  in  respect  that  he 
had  superintended  and  checked  the  bankrupt's  books,  and 
carried  through  a  composition  arrangement  for  him.  The 
Sheriff-Substitute  sustained  those  two  objections  to  the 
eligibility  of  Mr.  Watt,  and  found  that  Mr.  Wood  had 
been  duly  elected  trustee  on  the  estate. 

Beottiih  InaolTcneies. 

For  the  week  ending  20th  April  the  number  of  insol- 
vencies reported  in  Scotland  was  29,  as  compared  with  28  in 
the  corresponding  week  of  last  year.  The  trust  deeds 
numbered  14,  as  compared  with  12  ;  the  sequestrations  4,  as 
compared  with  6;  and  the  petitions  for  cessio  11.  as  com- 
pared with  10.  The  total  number  of  insolvencies  for  the 
sixteen  weeks  of  the  year  is  453,  as  compared  with  423  in 
the  corresponding  period  of  last  year— the  trust  deeds 
numbering  220  against  195,  the  sequestrations  83  against 
106,  and  the  petitions  for  cessio  150  against  122.  Of  the 
14  trust  deeds  reported  during  the  week,  8  were  granted 
in  favour  of  Chartered  Accountants.  Four  voluntary 
liquidations  of  limited  liability  companies  were  gazetted 
during  the  week,  making  54  for  the  sixteen  weeks. 


JBanft  Hate  of  SMsconnt* 

Oct.  19th  1906       6% 

Jan.  17th  1907        • .  5% 

April  nth  1907 4j% 
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The  Annual  Meeting:  of  the  Institute. 


TN  another  column  of  the  present  issue  will 
^  be  found  a  full  report  of  the  Twenty-sixth 
Annual  Meeting  of  the  Institute  of  Chartered 
Accountants  in  England  and  Wales,  which 
was  held  on  Wednesday  last,  the  ist  inst.,  Mr. 
W.  B.  Peat,  F.C.A.,  the  President,  in  the 
chair. 

Following  our  usual  practice,  we  propose  at 
the  present  time  to  confine  our  comments  to 
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the  report  of  the  Council  presented  at  this 
meeting.  In  our  next  and  subsequent  issues 
we  shall  deal  in  due  course  with  the  President's 
Address,  and  the  other  business  of  the  meeting. 

Although  there  is,  perhaps,  nothing  very 
startling  in  the  Council's  report,  it  naturally 
contains  much  that  is  of  considerable  general 
interest ;  and  upon  this  particular  occasion 
the  number  of  pending  matters  is  perhaps 
greater  than  usual.  The  membership  of 
the  Institute  shows  a  net  increase  of  186 
for  the  year,  and  on  the  ist  January  last 
amounted  to  no  less  than  3,585,  of  whom,  how- 
ever, only  841  are  Fellows.  The  proportion  of 
practitioners  who  obtain  all  the  benefits  of 
membership  and  yet  do  not  pay  the  full 
membership  fees  is  thus  considerable,  and 
shows  but  little  signs  of  abating.  During  the 
past  year  there  has  been  a  slight  falling-off  in 
the  number  of  articles  of  clerkship  registered, 
the  total  being  293,  as  against  318  in  1906 ; 
but  as  even  this  reduced  figure  is  upwards  of 
50  per  cent,  larger  than  the  net  increase  in 
membership,  it  is  clear  that  for  some  years  at 
least  the  latter  will  continue  to  expand  at  a 
rapid  rate.  The  examination  statistics  show 
that  in  all  1,095  candidates  were  examined,  of 
whom  705  passed  and  390  failed.  In  addition 
to  the  241  candidates  who  passed  the  Pre- 
liminary Examination,  certificates  of  exemption 
were  issued  to  58  persons,  making  a  total  very 
closely  agreeing  with  the  number  of  articles  of 
clerkship  registered.  It  would  thus  seem  that, 
roughly,  20  per  cent,  of  those  who  are  articled 
pass  some  qualifying  examination  other  than 
the  Preliminary.  Another  interesting  feature 
in  connection  with  these  examinations  is  the 
figures  relating  to  the  special  examinations 
'd  under  Bye-law  35A,  which  expired  on  the 


31st  December  last.  Altogether,  35  applica- 
tions for  admission  were  received  under  this 
bye-law,  of  which  25  were  acceded  to.  Of 
these  25,  14  applicants  succeeded  in  passing 
the  examination  and  were  admitted  to  mem- 
bership, and  II  failed.  We  do  not  know  how 
far  these  statistics  may  be  regarded  as  fairly 
representing  the  status  of  non-Chartered 
Accountants  who  have  been  in  practice  con- 
tinuously for  ten  years  or  more,  but  if  it  be 
really  a  fact  that  30  per  cent,  are  of  such  a 
standing  as  not  to  justify  the  Council  in 
acceding  to  their  applications,  and,  of  the 
remaining  70  per  cent.,  44  per  cent,  do  not 
come  up  to  the  required  standard  of  know- 
ledge, it  will  be  seen  that  there  are  good 
grounds  for  stating  that  the  Institute  has  now 
within  its  own  ranks  practically  all  outside 
accountants  who  are  qualified  to  enter.  On 
the  other  hand,  it  is  undoubtedly  cause  for 
congratulation  that  the  fourteen  successful 
applicants  should  have  been  admitted  to 
membership. 

With  regard  to  legislation,  it  is  noted  that 
the  Chartered  Societies'  Protection  Bill,  which 
was  withdrawn  last  session,  does  not  appear  to 
have  been  reintroduced.  We  are  told  that  the 
Council  have  been  discussing,  and  still  have 
under  their  consideration,  the  question  of  regis- 
tration for  the  profession,  but  what  progress 
has  been  made  in  the  matter  is  not  stated, 
doubtless  because  at  the  present  time  any 
disclosure  of  the  negotiations  pending  would 
be  premature.  It  is  to  be  hoped,  however, 
that  these  negotiations  are  proceeding  satis- 
factorily. 

Members  will  be  glad  to  observe  that  the 
attention  of  the  Council  is  directed  to  the  sub- 
ject of  Colonial  registration,  with   a  view  to 
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securing  for  members  the  right  to  practise  in 
any  part  of  His  Majesty's  dominions.  This  is 
undoubtedly  as  it  should  be ;  but  bearing  in 
mind  that  it  is  obviously  to  the  advantage  of 
the  profession  as  a  whole  that  practitioners  in 
the  various  Colonies  and  Dependencies  should 
co-operate  and  organise,  it  is  desirable,  we 
think,  that  local  regulation  of  the  profession 
should  be  facilitated.  As  we  have  already 
pointed  out  when  dealing  with  the  question  of 
Scottish  Chartered  Accountants,  a  man  who  is 
a  qualified  accountant  in  his  own  country  is  not 
ipso  facto  qualified  in  any  other  part  of  the  world 
that  he  may  select  as  his  habitation  for  the 
time  being ;  and  no  injustice  would  be  done  by 
requiring  him  in  some  way  to  prove  a  sufficient 
knowledge  of  local  law  and  custom  before 
being  allowed  to  there  represent  himself  as  a 
qualified  and  experienced  practitioner. 

With  regard  to  litigation  arising  out  of  the 
regulation  of  the  profession,  the  fact  that  Mr. 
James  has  appealed  against  the  decision  of 
Mr.  Justice  Kekewich  (reported  on  p.  31  of 
the    current  volume  of  The  Accountant  Law 
Reports)  naturally  prevents  any  further  com- 
ments being  made  upon  the  matter  at  the 
present  time.     In  the  same  way  discussion  of 
the  decision  of  Mr.  Justice  Joyce  (reported  on 
p.  37  of  the  same  volume)  in  the  matter  of 
The  Institute  of  Chartered  Accountants  v.  Yoxall 
and  Others  was  for  a  time  stifled  by  notice  of 
an  appeal.    The  appeal  has,  however,  not  been 
persisted  in,  so  that  the  injunction  granted  by 
his  Lordship  has  been  made  perpetual,  with  the 
result   that  a  number  of  persons  have  been 
restrained     firom    describing    themselves     as 
members  of  an  unincorporated  body  called  the 
Institute  of  Accountants.    Similarly,  the  pre- 
sent year  has  been  memorable  for  an  injunction 
granted  by  Mr.  JusTiC£  Warrington,  at  the 


instance  of  the  Society  of  Accountants,  against 
the  London  Association  of  Accountants, 
Limited,  and  certain  of  its  members,  the  effect 
of  which  is  virtually  to  protect  the  plaintiffs' 
right  to  the  description  "  Incorporated 
Accountant."  These  decisions  are  excellent 
so  far  as  they  go,  and  demonstrate  that  the 
present  law  is  sufficiently  strong  to  protect  the 
titles  **  Chartered  Accountant "  and  "  Incorpo- 
rated Accountant*';  while  at  the  same  time 
they  show  that  the  opinion  at  one  time 
held,  that  such  an  injunction  could  not  be 
obtained,  was  wrong — a  point  upon  which 
we  have  always  insisted.  But,  although 
these  decisions  are  satisfactory  up  to  a  point, 
it  yet  remains,  before  the  position  can  be 
regarded  as  wholly  satisfactory,  for  the  pro- 
fession to  secure  some  form  of  enactment  which 
will  restrain  unqualified  persons  from  posing 
before  the  public  as  qualified  practitioners, 
even  in  such  a  manner  as  may  not  in  law  be  an 
infringement  of  the  known  descriptions  of 
members  of  the  recognised  bodies.  The  exist- 
ence of  an  increasing  number  of  organisations 
of  outside  accountants  makes  the  need  for  such 
a  measure  more  urgent  at  the  present  than  at 
any  previous  time,  and  we  trust  that  it  will  not 
be  long  before  such  an  understanding  may  be 
arrived  at  among  the  recognised  bodies  as  will 
enable  them  to  join  together  in  presenting  a 
Bill  in  Parliament  with  that  object  in  view. 

Reference  is  made  in  the  report  before  us  to 
the  Bankruptcy  Law  Amendment  Committee, 
and  to  the  fact  that  Mr.  A.  O.  Miles,  F.C.A., 
has  been  selected  to  give  evidence  before 
that  Committee  on  behalf  of  the  Council ; 
but  no  reference  is  made  to  the  Committee 
appointed  to  deal  with  the  Accounts  of  Loc^l 
Authorities,  of  which  Mr.  John  Gane,  F.C.A., 
the  ex- President  of  the  Institute,  is  a  membert 
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Reference  has  already  been  made  in  these 
columns  to  the  deaths  of  Mr.  Adam  Murray, 
F.C.A.,  a  former  President  of  the  Institute, 
and  Mr.  W.  G.  Howgrave,  its  first  Secretary, 
and  also  to  the  recent  resignation  of  Mr.  C.  H. 
Wade,  F.C.A.,  of  his  seat  upon  the  Council. 
These  matters  are,  of  course,  duly  noted  in  the 
Report  before  us,  and  it  is  mentioned  that  the  two 
vacancies  in  the  representation  of  Manchester 
on  the  Council  so  occasioned  have  been  filled 
by  the  election  of  Mr.  J.  G.  Litton,  F.C.A. 
(Messrs.  Butcher,  Litton,  and  Pownall) 
and  Mr.  John  Mather,  F.C.A.  (Messrs. 
Parkinson,  Mather  &  Co.).  The  excellence 
of  these  appointments  is  not  likely  to  be  dis- 
puted, but  many  are  of  Mr.  Hamilton's  opinion 
that  vacancies  caused  by  death  or  resignation 
present  a  suitable  opportunity  for  reconsidering 
the  constitution  of  the  Council,  and  of  allocating 
seats  to  growing  districts  which  are  at  the 
present  time  unrepresented. 

The  Accounts  for  the  year  show  a  very  satis- 
factory excess  of  income  over  expenditure 
amounting  to  £3,477.  Apart  from  the  item 
"  Repairs  to  Hall  and  Offices,"  which  is  about 
£250  more  than  last  year,  the  only  increase  in 
the  expenditure  of  note  is  an  additional  allow, 
ance  of  £125  to  provincial  Students'  Societies, 
which  certainly  cannot  be  regarded  as  exces- 
sive. In  the  Balance  Sheet,  which  shows  an 
accumulated  fund  of  £67,048,  the  only  item 
that  appears  likely  to  call  for  criticism  is  the 
provision  for  Depreciation  of  the  Library. 
Bearing  in  mind  that  a  large  number  of  the 
books  represent  current  works  on  Accounts  and 
Law,  it  may  be  regarded  as  questionable 
whether  10  per  cent,  per  annum  on  the 
reducing  balance  is  altogether  adequate, 
'taking  works  of  this  description  alone  it  would 

doubtedly  be  quite  inadequate,  and  the  ques- 


tion might  perhaps  be  asked  whether  the 
number  of  works  of  antiquarian  value, 
which  doubtless  appreciate  year  by  year,  is 
sufficiently  great  to  compensate  for  this 
shortage.  Now  that  steps  have  been  taken  to 
make  full  provision  for  Depreciation  upon  the 
Institute's  buildings,  we  think  that  this  matter 
might  receive  attention,  even  although  the 
figures  involved  are  so  small  as  to  be  practically 
a  negligible  quantity. 


The  Accounts  of  Professional  Men. 


T^HE  subject  chosen  by  Mr.  M.  Webster 
-*•  Jenkinson,  A.C.A.,  for  his  recent  lecture 
at  Leeds,  Hull,  and  Bristol  (a  full  report  of 
which  appeared  in  our  issue  of  the  23rd  March 
last),  namely,  "  The  Accounts  of  Professional 
Men,"  is  too  wide  to  admit  of  an3rthing 
approaching  really  adequate  treatment  within 
the  time  limits  available  under  the  circum- 
stances. The  paper  therefore  must  in  common 
fairness  not  be  regarded  from  the  point  of 
view  of  what  it  might  have  contained  but 
omits  to  deal  with,  but  merely  as  suggestive 
of  a  few  points  of  interest  in  connection  with 
the  accounts  of  different  classes  of  professional 
men. 

Dealing  first  of  all  with  Solicitors'  Accounts, 
we  are  a  little  disappointed  to  observe  that  the 
lecturer  favours  the  employment  of  a  Cash 
Journal.  Where  the  principal  himself  keeps 
his  own  books,  or,  at  all  events,  his  books  of 
first  entry,  and  is  of  a  sufficiently  methodical 
habit  to  keep  them  with  reasonable  accuracy, 
the  Cash  Journal  undoubtedly  possesses  great 
advantages.  But  in  the  hands  of  a  bookkeeper 
whose  work  is  not  properly  supervised  it  ought 
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not  to  be  overlooked  that,  by  the  simple 
expedient  of  placing  an  item  in  the  wrong 
column,  it  becomes  extremely  easy  to  cover  a 
fraudulent  misappropriation  of  moneys.  It  is 
also  quite  open  to  question  whether  a  book  of 
this  description  so  amplified  as  to  possess  eleven 
money  columns  is  not  unduly  elaborate. 
Certainly  it  would  be  quite  beyond  the 
capacity  of  many  solicitors'  clerks  to  accurately 
keep  such  a  book,  recording  all  transactions 
correctly,  in  the  order  of  date,  and  in  the 
right  columns.  Moreover,  if  the  business  be  of 
sufficient  magnitude  to  render  this  compar- 
atively large  number  of  columns  desirable,  it 
may  well  be  doubted  whether  the  employment 
of  a  single  book  of  first  entry  for  all  transac- 
tions does  not  involve  more  objections  than 
advantages. 

Turning  to  the  comments  upon  Accountants' 
Accounts,  we  do  not  quite  see  the  advantages 
of  a  Time  Ledger  so  arranged  that  practically 
one-half  of  each  page  is  devoted  to  columns 
which,  in  the  nature  of  things,  can  only 
be  called  into  use  upon  the  comparatively 
rare  occasions  when  a  bill  is  rendered  to  the 
client.  More  especially  does  this  arrangement 
seem  wasteful  when  the  pro  formd  Bills 
Delivered  Book  appears  to  be  employed  merely 
for  the  sake  of  repeating  this  information  a 
second  time.  We  would  suggest  that  the  same 
end  might  be  achieved  with  a  far  smaller 
expenditure  of  labour  by  restricting  the  Time 
Ledger  to  a  record  of  time,  and  nothing  else; 
\^ile  in  many  cases  the  Bills  Delivered  Book 
might  with  advantage  be  amplified  slightly  so 
as  to  at  the  same  time  serve  the  purpose  of  a 
Tabular  Ledger  in  respect  of  accounts  that  are 
to  be  promptly  settled. 

The  lecturer's  comments  on  the  accounts  of 
medical  men  and  of  dentists  are,  we  think,  upon 


the  whole  decidedly  better  suited  to  meet  the 
requirements  of  those  respective  cases.  But  the 
whole  paper  suffers  almost  inevitably  by  com- 
parison with  the  systems  of  accounting  described 
at  much  greater  length  in  the  "  Accountants' 
Library  "  Series,  and  although  the  comparison 
is  essentially  unfair,  in  the  sense  that  in  the 
time  available  the  lecturer  could,  of  necessity, 
only  touch  upon  the  various  points  calling  for 
consideration,  it  is  yet  unavoidable.  The 
paper  as  a  whole  would,  we  think,  have 
been  more  useful  to  junior  students  had 
it  confined  itself  more  to  the  principles 
involved  in  a  few  of  the  more  representative 
forms  of  books  peculiar  to  the  accounts  of 
different  classes  of  professional  men,  dealing 
with  them  rather  as  matters  of  principle,  and 
showing  the  reasons  governing  their  evolution. 


TRneeltli?  Vlotes*       * 

0«mp«iy  Law  in  The  attention  of  all  who  are  interested 
Hew  Bouth  Waiea.  in  companies  carrying  on  business  in 
New  South  Wales  should  be  directed  to  the  Companies' 
Amendment  Act  of  that  Colony  (which  was  passed  on 
the  nth  December  last),  which  provides  that  any 
company  registered  elsewhere  than  in  New  South 
Wales,  and  there  carrying  on  business,  shall  within 
six  months  of  the  commencement  of  the  Act  register  its 
name  and  a  copy  of  its  memorandum  and  articles  of 
association,  a  Balance  Sheet  made  up  to  a  date  not  more 
than  twelve  months  prior  to  the  date  of  such  registra- 
tion, the  name  and  address  of  the  person  appointed  by 
the  company  to  carry  on  its  business  in  New  South 
Wales,  and  the  address  of  its  principal  office  therein. 
The  penalty  for  failure  to  comply  with  these  provisions 
is  to  be  at  a  rate  not  exceeding  five  pounds  for  each 
day  during  which  default  continues,  the  accredited 
agent  of  the  company  being  personally  responsible  for 
the  amount  of  such  penalty.  Having  registered  in 
accordance  with  the  provisions  of  the  new  Act,  the 
company  has  further  to  comply  with  Sections  ao  and  ai 
of  the  principal  Act,  which  require  the  filing  annually 
of  a  return  containing  a  summary  of  the  shareholders 
and  capital  of  the  company,  and  the  filing  of  annual 


682 


THE    ACCOUNTANT 


May  4,  1907. 


Balance  Sheets.  A  question  may  arise  in  some  cases, 
of  coarse,  as  to  what  exactly  constitutes  carrying  on 
business  in  New  South  Wales,  but  unquestionably  all 
companies  owning  and  mining  properties  in  that 
Colony  will  be  affected  by  the  change. 


Offlolal  JLudlti  At  a  Metropolitan  Police  Court  recently 
and  DefUoatioM.  a  former  rate  collector  of  one  of  the 
Metropolitan  Borough  Councils  was  remanded  on  a 
charge  of  embezzling  rates,  and  it  was  stated  that  it 
was  not  until  after  his  resignation,  nearly  three  years 
since,  that  it  was  discovered  that  certain  houses  had 
been  returned  as  empty,  and  the  rate  as  irrecoverable, 
although  the  rates  had  in  point  of  fact  been  regularly 
collected  by  the  prisoner.  Even  then  the  discovery 
was  made,  not  by  the  District  Auditor,  but  by  the 
Borough  Treasurer.  One  is  tempted  to  inquire  in  a 
case  like  this,  assuming  the  facts  to  be  as  stated,  what 
is  the  use  of  an  official  audit  if  it  fails  to  detect 
systematic  irregularities  of  this  description,  which 
amount  in  all,  it  is  said,  to  a  sum  exceeding  one 
hundred  and  thirty  pounds  ? 


The  Value  of  At  the  recent  annual  meeting  of 
Hone  OmnibosM.  Thomas  Tilling,  Lim.,  the  chairman  is 
reported  to  have  stated  that  they  had  some  250  horse 
omnibuses  standing  in  the  books  at  £11  each,  cabs 
being  put  down  at  £"11,  and  over  200  private  carriages 
scheduled  at  £^  apiece  or  under.  **  There  does  not 
seem  to  be  much  of  a  fools'  paradise  about  that,"  was 
the  remark. 


What  !■  a  In  Sherwell  v.  Combined  Incandescent 
PMopootiu?  Mantles  SyndicaU,  Lim.,  before  Mr. 
Justice  Warrington,  the  plaintiff,  as  an  applicant 
for  shares  in  the  syndicate,  claimed  an  interim  injunc- 
tion to  restrain  the  syndicate  and  its  directors 
from  drawing  on  an  account  at  the  London  and 
County  Bank  and  the  Bank  from  parting  with  the 
money.  Counsel  for  plaintiff  relied  on  Sections  4  and 
6  of  the  Companies  Act,  1900,  and  alleged  that  the 
company  had  not  commenced  business,  and  had  not 
complied  with  Section  a  of  the  Act,  which  related  to 
the  registration  of  a  company  applying  to  the  public 
for  subscriptions.  The  case  for  the  defendants  was 
that  the  syndicate  never  applied  to  the  public  for  sub- 
icriptione.    In  giving  his  decision  the  learned  Judge 


said  that  the  motion  was  founded  on  the  supposed 
right  of  the  plaintiff  as  an  applicant  for  shares  to  have 
his  money  returned  to  him  under  Section  4,  Subsection 
4,  of  the  Act  of  1900.  It  was  not  disputed  that  if  the 
share  capital  had  been  offered  to  the  public  then  the 
conditions  had  not  been  complied  with,  but  the  ques- 
tion was  purely  one  of  fact — ^namely,  whether  the 
plaintiff  had  made  out  a  primd  facie  case  that  the  share 
capital  had  been  offered  to  the  public.  In  his  opinion, 
on  the  evidence  put  forward,  it  was  never  intended  to 
apply,  and  the  syndicate  never  did  apply  to  the  public 
for  subscriptions.  Some  copies  of  a  prospectus  had 
been  printed,  but  the  heading  was "  strictly  private 
and  confidential — not  for  publication,"  and  it  was 
intended  that  persons  interested  in  the  syndicate 
might  show  this  to  their  friends  with  a  view  to  obtain- 
ing subscriptions.  This  was  not  an  invitation  to  the 
public,  and  the  motion  must  fail. 


It  is  reported  that  the  Parsley  (York- 
Ratet  on 
the  Instalment     shire)    Urban     District    Council    has 

Principle.        decided  to  allow  the  ratepayers  to  pay 

their  rates  by  weekly  instalments,  and  it  is  thou^^ht 

that  by  this  method  there  will  be  less  leakage  in  the 

yield.    The  Vice-Chairman,  Mr.  B.  O.  Pearson,  is  very 

hopeful  regarding  the  scheme,  the  legality  of  which  is 

said  to  be  beyond  doubt,  and  it  has  been  arranged  to 

open  the  rate  office  on  pay  nights  (Fridays)  so  that  the 

working  classes  may  take  the  opportunity  of  paying 

their  instalments.    It  is  not  certain  at  present  whether 

the  plan  will  involve  much  extra  clerical  work,  but  the 

experiment  will  be  watched  with  the  greatest  interest 

by  all  concerned  in  municipal  matters. 


Bpeolflo  I<etfaoles  Our  readers  may  remember  the  case  of 
and  Ademption,  le^  Slater  (deceased);  Slater  v.  Slater^ 
upon  which  we  commented  last  year.  Mr.  Justice 
Joyce  held  that  where  a  testator  had  bequeathed 
the  interest  on  money  invested  in  a  certain  secority  to 
his  wife  for  her  life,  and  during  the  testator's  lifettme 
a  different  security  had  been  substituted  in  accordance 
with  statutory  powers,  the  substituted  security  did  not 
pass  under  the  bequest.  The  Court  of  Appeal  has 
upheld  this  decision,  and  has,  moreover,  decided  that, 
even  if  a  contrary  intention  is  read  into  the  terms  of 
the  bequest,  the  gift  has  been  adeemed.  The  judg- 
ment of  the  Master  of  the  Rolls  is  well  worthy  of 
study. 
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We  are  obliged  to  Mr.  J.  A.  Heaton 
Manatftmeiit  in  ^or  his  letter,  which  appeared  in  our 
^•'■'■■y-  last  issue,  on  the  subject  of  the  Weekly 
Note  which  appeared  in  our  issue  of  the  6th  ult.  If 
the  German  Board  of  Supervision  be  merely  an  Audit 
Committee  of  la3rmen,  who  do  not  understand  their 
duties,  and  do  not  seriously  attempt  to  carry  them  out 
to  the  best  advantage,  clearly  the  system  contains 
nothing  that  is  worth  copying.  At  the  same  time,  we 
cannot  but  think  that  there  is  scope  for  something  of 
the  kind  that  we  suggested  in  our  Weekly  Note,  not  as 
in  any  way  encroaching  upon  the  duties  of  auditors, 
but  merely  as  a  check  upon  bad  or  improvident 
management. 


AeeooDtanta  ^®  ^°  °^*  quite  understand  what  our 
PraeUitiitf  correspondent  **  Curious,"  whose  letter 
Abroad.  under  the  above  heading  we  reproduced 
last  week,  means  by  **  restriction."  Save  in  the 
Transvaal  Colony,  where  certain  formalities  have  to  be 
observed  under  a  recent  Ordinance,  a  British  Chartered 
Accountant  is  free  to  practise  his  profession  in  any  of 
the  Colonies,  and  to  describe  himself  as  being  what 
he  is.  Colonial  Accountants  coming  to  England 
would  undoubtedly  enjoy  corresponding  facilities, 
unless,  of  course,  the  designation  by  which  they  are 
locally  known  is  so  similar  to  that  of  one  of  the  recog- 
nised designations  in  general  use  in  this  country  as  to 
lead  to  confusion.  So  far  as  we  are  aware,  however,  no 
such  similarity  exists. 


JLb  O^nsnal  The  case  of  Wells  and  Others  v.  Murray 
■IsfteaaiiM  Gu«.  and  Others,  which  came  before  Mr. 
Justice  Grantham  and  a  special  jury  on  the  22nd  ult., 
was  settled  on  terms  agreed  upon  between  the  parties, 
and  thus  affords  no  guidance  as  a  legal  precedent.  It 
is  of  interest,  however,  to  note  that  this  was  a  case  io 
which  the  plaintiff,  on  behalf  of  herself  and  all  other 
shareholders  of  the  New  London  Discount  Company, 
Lim.,  sued  the  former  durectors  and  the  legal  personal 
representatives  of  the  deceased  directors,  asking  for  an 
account,  and  alleging  misfeasance.  Counsel  for  the 
plaintiff,  in  opening  his  case,  alleged  that  the  directors 
had  practically  l^ft  everything  in  the  hands  of  a 
manager,  since  deceased,  who  had  committed  various 
irregularities  for  which  the  directors  were  technically 
responsible.  The  case  is,  however,  perhaps  of  special 
interest  to  our  readers  because  it  serves  as  a  reminder 
that  legal  proceedings  alleging  misfeasance  may  be 
instituted  not  merely  by  the  Official  Receiver  or  liqui- 


dator of  the  company,  but  also  by  any  creditor  or 
contributory.  Naturally,  however,  the  liquidator  usually 
institutes  proceedings,  instead  of  it  being  left  to  one 
shareholder  to  do  so  on  behalf  of  all. 


DtfaloatloM  and  One  of  those  comparatively  rare  cases 
GoUuloB.  in  which,  owing  to  collusion  between 
employees,  extensive  defalcations  have  remained  undis- 
covered for  a  considerable  period  of  time  recently  came 
before  the  Recorder  in  the  Central  Criminal  Court,  when 
a  collector  and  a  bookkeeper  in  the  employment  of  the 
Skinners'  Company  pleaded  guilty  to  defalcations 
amounting  in  all  to  about  five  thousand  pounds.  Bear- 
ing in  mind  the  fact  that  the  frauds  had  been  going  on 
for  a  number  of  years,  and  especially  taking  into  con- 
sideration the  extreme  difficulty  of  detecting  frauds 
where  there  is  collusion,  and  where  the  staff  is  not 
sufficiently  large  to  allow  the  duties  of  employees  to  be 
readjusted  at  fairly  frequent  intervals,  it  would  seem 
that  the  sentence  imposed  of  twenty  months' hard  labour 
in  each  case  did  not  by  any  means  err  upon  the  side  of 
severity.  There  are  many  cases  upon  record  in  which 
men  acting  alone  and  stealing  considerably  less  than 
five  thousand  pounds  have  been  sent  to  penal  servitude 
for  five  years,  or  more. 


Gompaiiy  Prollta  In  reply  to  the  question  raised  by  our 
and  Goodwm.  correspondent  "  Newspaper,"  in  his 
letter  which  appeared  last  week,  the  amount  paid  by 
the  private  limited  company  to  A.  and  B.  on  the  30th 
June  1905  may  clearly  be  regarded  as  expenditure  in 
the  acquisition  of  goodwill.  It  is  not,  however,  by  any 
means  so  certain  whether  the  loss  of  ;£'2oo  sustained 
by  the  company  during  the  ensuing  six  months  can  be 
so  treated.  Inasmuch,  however,  as  the  periodical 
appears  to  have  been  consistently  run  at  a  loss  until 
the  turning-point  was  reached  in  December  1905,  it  is 
probable  that,  provided  there  is  nothing  in  the 
memorandum  and  articles  of  association  forbidding 
it,  the  directors  would  be  justified  in  capitalising  this 
additional  loss  of  ;£'2oo,  and  in  treating  the  profit  of 
;£'300  earned  during  1906  as  divisible  profit.  We  need 
hardly  say,  however,  that  it  would  be  wiser  to  set  the 
loss  of  ;£'20o  against  the  profit  of  ;£'30o,  and  treat  the 
balance  only  as  available  for  distribution. 


OffencM  under  the  At  the  Central  Criminal  Court  last 
Bankraptey  Aeu.  ^eek  a  man,  who  had  formerly  been  a 
colliery  owner,  then  a  company  promoter,  and  after- 
wards   became    a    t>ankrupt— and   who,    presumably 
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for  these  reasons,  was  described  as  an  accountant— 
pleaded  guilty  to  an  indictment  charging  him 
with  obtaining  credit  by  false  pretences,  in  that 
he  had  failed  to  disclose  the  fact  that  he  was 
an  undischarged  bankrupt.  There  being  a  previous 
conviction  against  the  prisoner,  the  Recorder  sentenced 
him  to  twelve  months*  imprisonment,  with  hard 
labour. 


Munielpal  ^    correspondent     writing     to    The 

AadlUand  Financial  News  of  the  25th  ult., 
PwitanMnt.  apropos  the  annual  meeting  of 
the  Association  of  Municipal  Corporations  recently 
held  at  the  Guildhall,  under  the  presidency  of  Mr. 
J.  S.  Harmood  -  Banner,  F.C.A.,  M.P.,  suggests 
that  if  both  municipal  traders  and  anti-municipal 
traders  are  anxious  that  the  accounts  of  local  autho- 
rities should  be  audited  by  qualified  accountants, 
thsre  ought  to  be  no  difficulty  in  getting  such  a  measure 
through  Parliament,  more  especially  as  the  President 
and  Vice-President  of  the  Association  of  Municipal 
Corporations  are  members  of  the  House  of  Commons. 
Our  contemporary's  correspondent  appears,  however, 
to  overlook  the  power  of  Government  Departments. 
The  permanent  officials  of  the  Local  Government 
Board,  having  very  wisely  recognised  that  the  one  who 
attacks  is  in  a  stronger  position  than  the  one  who 
defends,  have  decided  to  do  all  in  their  power  to 
extend  the  present  unsatisfactory  system  of  official 
audit ;  and  it  may  well  be  questioned  whether  any- 
thing short  of  a  great  demonstration  of  popular  opinion 
will  have  the  power  of  shaking  them  in  their  deter- 
mination to  extend  official  audits  in  every  possible 
direction.  We  already  have  the  Government  audit 
applied  to  local  authorities  in  the  Education  Acts  and 
the  Unemployed  Workmen's  Act ;  similar  provisions 
are  inserted  in  the  Milk  Dep6ts  Bill,  and  even  in  the 
War  Secretary's  Territorial  Forces  Bill ;  and,  indeed, 
it  is  not  too  much  to  say  that  wherever  new  machinery 
is  created  involving  the  preparation  of  accounts,  pro- 
vision is  being  consistently  made  for  those  accounts  to 
be  officially  audited.  To  combat  this  tendency  it  is 
necessary  that  the  attention  of  the  general  public,  and 
not  merely  that  of  a  few  experts,  should  be  directed  to 
the  issue.  When  the  public  realises  that  these  district 
auditors  are  almost  invariably  lawyers,  without  any 
experience  whatever  of  accounts  or  of  audit ;  that  their 
audit  is  expensive,  dilatory,  and  vexatious,  and  no 
safeguard  whatever  against  fraud— then,  and  not  till 
tbeo,  does  there  appear  to  be  a  reasonable  hope  that 


this  tendency  towards  the  increase  of  officialism  at  all 
costs  will  be  likely  to  meet  with  anything  in  the  nature 
of  a  check. 


^  ,    .  ,      The  Prime  Mmisters  of  Australia,  New 
The  Colonial       «     ,      ,    ^         ^  ,  xt  ^  1        j  i.u 

GonferoBoe  and    Zealand,  Cape  Colony,  Natal,  and  the 

Income  Tax.  Transvaal,  have  interviewed  the 
Chancellor  of  the  Exchequer,  says  Renter,  and  have 
discussed  the  question  of  double  income-tax  and  other 
financial  problems  affecting  the  Colonies,  but  no  satis- 
factory result  was  arrived  at.  It  is  said  that  the  whole 
question,  having  now  being  discussed  in  detail,  will  be 
brought  before  the  Conference. 


We  are  indebted  to  our  contemporary 

&M0elatl0BS  of       _ ,     ,  ,     r         xi-  X 

Mnnicipal         The  Municipal  Journal  for  the  report 
Gorporatione.      Qf  the  annual  meeting  of  the  Associa- 
tion of  Municipal  Corporations,  reported  in  ours  of  the 
27th  ult.,  and  by  an  oversight  we  omitted  to  quote  the 
source  of  our  information. 


Pure  Milk  and     ^^  tender  our  sincere  congratulations 
8klm  Aadltl       to  The  Municipal  Journal  for  a  recent 

paragraph  in  which  the  following  straightforward  words 

are  used : — 

"  If  Mr.  Burns  wants  the  Local  Government  Board 
audit,  why  doesn't  he  introduce  a  Bill  into  the  House 
of  Commons  setting  one  up  ?  Instead  of  which,  he  says 
that  municipal  corporations  shall  not  be  allowed  to 
establish  milk  depots  unless  they  accept  the  Local 
Government  Board  audit  with  them.  Milk  dep6ts  are 
one  thing,  and  audit  is  another.  The  Local  Government 
Board  apparently  would  rather  not  have  a  square  and 
straight  fight  on  this  matter.  By  adopting  its  present 
tactics  the  Department  is  doing  its  own  audit  cause  harm, 
and  is  delaying  reforms  that  everybody  wants.  The 
Association,  for  instance,  unanimously  decided  to  oppose 
the  audit  provision  in  the  Milk  Dep6ts  Bill.  Mr.  Bums 
will  therefore  have  to  drop  either  his  audit  or  his  Bill, 
or  both.  For  even  he  cannot  force  through  Parliament 
a  proposal  that  is  strenuously  opposed  by  all  the  muni, 
cipal  corporations  of  the  country.  The  tactics  of  bis 
Department  are  preventing  that  full  discussion  of  the 
problem  without  which  it  is  impossible  to  arrive  at  a 
satisfactory  solution." 


It  is  said  that  suretyship  is  rapidly 

Buretyehlp.       declining,  and    policies    in    approved 

insurance  companies  are  taking  its  place.    This  will 

probably  work  for  the  convenience  and  benefit  of  all 

parties,  as  insurance  companies  have  special  facilities 
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for  conducting  this  class  of  business  which  the  average 
good-natured  bondsman  does  not  posses?.  It  has  even 
been  said  that  a  time  may  come  when  the  change  may 
render  the  large  body  of  law  relating  to  principal  and 
surety  in  some  measure  obsolete.  The  statement  is 
guarded  enough,  but  it  seems  a  far  cry  even  then. 


The  DutlM  of  The  decision  of  Mr.  Justice  Kekewich 
Traitoei.  Jq  Davis  v.  Hutchins  raises  a  point 
of  peculiar  importance  and  interest  to  trustees.  The 
facts  as  reported  were,  briefly :— A  beneficiary  under  a 
will  charged  his  portion  to  secure  ;f  350,  no  notice  being 
given  to  the  trustees  of  the  will.  Subsequently  his 
share  was  assigned  absolutely,  subject  to  this  charge^ 
to  the  trustees*  solicitor.  When  the  time  came  for  the 
funds  to  be  distributed,  and  the  solicitor  advised  the 
trustees  that  the  share  in  question  was  payable  to  him- 
self, they  made  no  further  inquiry  but  acted  on  his 
advice.  The  transferee  of  the  original  charge  then 
called  upon  the  trustees  to  pay  the  sum  thereby  secured 
and  due.  It  was  held  that  the  duty  of  the  trustees, 
when  they  were  informed  that  the  share  was  payable 
to  an  assignee,  was  to  investigate  the  assignee's  title ; 
and  if  in  this  case  this  course  had  been  followed,  the 
previous  charge  would  have  been  disclosed,  because  it 
was  mentioned  in  the  recital  of  the  later  assignment, 
so  that  a  plea  of  want  of  notice  could  not  be  main- 
tained. The  trustees  must  suffer  for  the  fraud  of  their 
own  agent,  and  could  not  be  granted  relief  under 
Section  3  of  the  Judicial  Trustees  Act,  1896,,  for 
although  they  had  acted  "  reasonably  and  honestly," 
the  learned  Judge  was  unable  to  agree  that  they 
*'  ought  fairly  to  be  excused  for  the  breach  of  trust.** 


Company  Law     '^^^  correspondence  which  has  been 
RefDrm.  appearing  in  the  press  recently,  some 

instances  of  which  were  noticed  in  our  last  issue,  is 
becoming  more  interesting  as  it  grows.  A  correspon- 
dent, signing  himself  "Solicitor,**  writes  in  The 
Financial  Times  to  suggest  that  some  of  the  remedial 
legislation  which  has  been  put  forward  comes  within 
the  category  known  as  "locking  the  stable  door  after 
the  horse  is  stolen,**  and  he  thinks  that  the  Legislature 
should  primarily  consider  how  to  protect  shareholders 
before  not  after  the  evil  has  been  done.  The  suggestion 
is  then  made  that  shareholders,  other  than  vendors 
and  promoters,  should  in  all  cases  be  entitled  to 
nominate  a  proportion  of  the  board  of  directors  out 
of  their  own  number,  and  that  this  should  be  done  at 


the  statutory  meeting.  In  addition  to  this,  he  thinks 
that  all  proxies  issued  to  such  shareholders  should 
only  be  made  out  in  the  names  of  these  shareholders* 
directors,  as  distinguished  from  the  other  members  of 
the  board.  It  is  said  that  this  course  would  enable 
this  particular  body  of  members  to  have  some  voice  in 
matters  which  are  generally  dealt  with  at  annual  meet- 
ings. It  is  further  stated  that  no  reconstruction  should 
be  lawful  unless  and  until  the  shareholders  had  been 
supplied  with  a  certified  Balance  Sheet  and  Profit  and 
Loss  Account,  and  that  in  no  case  should  an  officer  of 
the  company  be  appointed  liquidator.  The  remark  is 
made  that  the  vast  amount  of  fraud  which  has  of 
recent  years  taken  place  in  connection  with  the  recon- 
struction of  companies  is  especially  notable  in  those 
cases  where  a  director  or  secretary  of  the  company 
has  been  appointed  liquidator;  and  that,  under  the 
present  working  of  the  sections  of  the  Act  of  1862, 
dealing  with  reconstruction,  the  rights  of  dissent'ent 
shareholders  are  not  given  that  attention  which  they 
deserve.  It  is  alleged  that  those  who  have  taken  most 
part  in  company  reform  have  hitherto  approached  the 
question  from  the  promoter's  point  of  view,  and  it  is 
said  that  they  are  endeavouring  to  protect  the  supply 
in  order  to  create  the  demand,  instead  of  letting  the 
demand,  following  ordinary  economic  procedure,  create 
the  supply.  The  suggestion  that  it  should  be  per- 
missible to  issue  shares  at  a  discount  is  received  with 
amazement,  and  the  opinion  seems  to  gain  ground  that 
it  would  lead  to  what  is  called  "  scandalous  jugglery.** 
With  regard  to  all  these  suggestions,  of  course,  they 
aim  very  largely  at  the  root  of  the  present  edifice  of 
limited  liability;  for,  so  long  as  the  rights  of  the 
majority  are  paramount,  it  is  difficult  to  conceive  what 
good  purpose  can  be  served  by  allocating  little  plums 
of  privilege  to  the  minority.  With  regard  to  the 
remarks  concerning  vendors  and  promoters,  we  fear 
that  shareholders  have  much  to  regret  from  the  point 
of  view  of  their  own  indulgence.  If  they  will  persist 
in  finding  money  for  all  kinds  of  airy  schemes  it  is 
impossible  to  stay  their  thirst  for  wealth  by  legislation, 
and  so  far  the  trend  of  company  law  reform  has  been 
in  the  direction  of  making  the  law  of  the  promoter  and 
vendor  a  very  unhappy  one.  We  quite  agree  with 
regard  to  the  suggested  legislation  in  connection  with 
what  are  called  "prospectusless  '*  companies;  we  quite 
agree  also  that  the  Committee  of  the  Stock  Exchange 
might  do  very  much  to  assist  in  staying  the  introduc- 
tion of  undesirable  companies  to  the  market,  but  we 
cannot  see  that  directors  on    a  board  representing 
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minority  shareholders  would  help  the  position  one  bit. 
It  only  means  that  the  board  itself  becomes  divided 
into  classes,  and  thus  the  very  object  of  a  board  of 
directors  would  be  vitiated. 


The  PNYentloB  of  Our  contemporary  The  Financial  News^ 
CorraptloB  Act.  in  a  recent  issue,  mentions  that  the 
standard  text-books  on  partnership  in  all  cases  draw 
attention  to  the  desirability  of  a  provision  being  included 
in  partnership  agreements  enabling  a  partner  to  charge 
against  the  firm  expenditure  incurred  by  him  for  enter- 
taining customers  and  others,  with  a  view  to  consolida- 
ting and  extending  the  connection  of  the  business.  Such 
a  clause,  it  is  thought,  provides  for  and  acknowledges  a 
state  of  aifairs  which  has  now  been  rendered  illegal 
by  more  recent  legislation,  and  there  can  be  little 
doubt  that  the  Prevention  of  Corruption  Act  does  aim 
at  abolishing  various  forms  of  entertainment  and  treat- 
ing which  had  previously  been  regarded  as  customary 
and  desirable.  As  to  precisely  where  the  new  Act  will 
come  into  operation,  and  what  classes  of  transactions 
of  this  description  it  will  not  touch,  time  alone  can 
show.  In  the  meanwhile,  however,  it  is  perhaps  as  well 
to  mention  a  point  apparently  overlooked  by  our  con- 
temporary, that  a  clause  such  as  that  referred  to 
.  contained  in  articles  of  partnership  is,  of  course,  now 
void,  in  so  far  as  it  relates  to  transactions  that  have 
b^en  declared  illegal  by  the  new  Act,  for  obviously  two 
or  more  persons  cannot  effectively  contract  to  commit 
an  illegality. 


Correepondence  an^  Bnautries. 


All  communications  to  the  Editor  should  be 
by  letter  only. 


[Wi  are  at  all  times  ready  to  insert  correspontUnce  on 
matters  of  interest  to  the  Profession^  but  we  do  not  of  course 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended  for 
current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents,  not  necessarily  for 
publication,  but  as  a  guarantee  of  good  faith.'] 


Income  Tax  on  Bank  Interest. 

{To  the  Editor  of  The  Accountant.) 
Sir,— Referring  to  the  letter  signed  "  Burgh,*'  in  your 
issue  of  January  5th  last,  I  have  a  similar  case  to  deal 
with,  and  so  far  am  unable  to  persuade  the  Board  of 


Inland  Revenue  to  allow  any  claim.  If  your  corre- 
spondent would  kindly  supply  me  with  (to  enable  me  to 
use  it)  the  numbered  reference  given  him  by  the 
Secretary  to  the  Board  in  their  last  communication 
with  him,  I  should  be  very  much  obliged  to  him  and  to 

yourself. 

Yours  faithfully, 

T.  F.  SHARP. 

Cardwell  Chambers,  Marsh  Street,  Bristol. 

April  27th,  1907. 


Accountancy  In  the  Transvaal. 

(To  the  Editor  of  The  Accountant,) 

Sir, — I  have  read  this  week  for  the  first  time  the 
article  headed  "  Accountancy  in  the  Transvaal,'*  which 
appeared  in  your  issue  of  the  26th  January  last.  It 
reached  me  at  the  height  of  my  election  campaign  and 
was  put  on  one  side  and  overlooked. 

I  beg  that  you  will  allow  me  to  give  the  most  unquali- 
fied contradiction  to  your  statement  that  I  tried  to 
involve  my  professional  confreres  in  a  dispute  with  which 
they  were  apparently  in  no  way  concerned.  I  also 
made  no  attempt  to  suggest  that  Transvaal  accoun- 
tants* certificates  are  biassed  by  political  motives,  no^ 
did  I  adopt  a  line  of  action  calculated  to  suggest  *that 
all  members  of  the  Transvaal  Society  of  Aocountants 
placed  party  ideals  above  professional  principles,  and 
are,  therefore,  professionally  unreliable.  If  I  could 
contradict  anything  with  still  greater  emphasis,  it  would 
be  the  statement  that  I  thought  it  possible  anyone 
could  have  imagined  that  the  Transvaal  accountants 
were  as  a  body  unreliable  where  their  political  opinions 
were  at  variance  with  their  professional  duties. 

To  turn  now  to  the  correspondence  you  publish,  the 
first  extract  to  which  allusion  is  made  is  the  last 
paragraph  of  my  letter  of  23rd  May  1904,  written  there- 
fore two  and  a-half  years  before,  and  without  any 
thought  of  publication.    It  reads  as  follows : — 

"  With  regard  to  the  former  point  may  I  state  that 
"  by  dismissing  me  on  political  and  not  on  professional 
«  grounds  you  hold  out  all  other  accountants  here  who 
"  are  auditors  of  your  companies  as  retaining  their 
'*  appointments  on  the  condition  that  at  least  they  do 
**not  oppose  your  policy  on  matters  affecting  the 
(*  government  of  the  country.  This  cannot  but  react 
"  upon  their  professional  standing  and  reputation  for 
**  independence,  by  injuring  which  you  must  at  the  same 
**  time  lessen  public  confidence  in  the  published  state* 
**  ments  they  confirm.'* 
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In  this  paragraph  I  point  out  that  the  action  taken  in  my 
case  would,  in  my  opinion,  tend  to  discredit  my  profes- 
sion in  the  eyes  of  the  public.  There  is  no  suggestion 
whatever  that  my  confrhes  would  not  fulfil  their  duty 
to  the  full,  or  that  their  certificates  would  be  biassed 
by  political  motives. 

This  is  the  position  which  is  again  dwelt  upon  in  my 
letter  of  12th  December  1906,  for  in  the  interim  I  had 
not  changed  the  opinion  previously  expressed,  and  so 
far  from  involving  my  confreres,  the  statement  in  this 
letter  is  that  the  action  taken  casts  a  wholly  undeserved 
slur  upon  their  independence. 

During  the  seventeen  years  I  have  resided  in  this 
country  I  can  fairly  claim  that  no  one  has  worked 
harder  to  improve  the  status  and  strengthen  the 
accountancy  profession  in  this  country  than  I  have, 
and  to  suppose  that  in  this  instance  I  have  gone  back 
on  my  whole  professional  record  is  more  than  any  fair- 
minded  person  will  imagine. 

So  far  from  bringing  by  brother  accountants  into  my 
quarrel  I  stand  between  them  and  an  attack  which  I 
foresee,  and  this  position,  and  no  other,  is  consistent 
with  my  whole  professional  life  and  work. 

Yours  faithfully, 

HOWARD    PIM. 
Johannesburg,  2nd  April  1907. 


I>eprecUtion,  with  Special  Reference  to  the 
Accouiits  of  Local  Authorities. 

(To  ike  Editor  of  The  Accountant,) 
Sir, — ^Your  correspondent  Mr.  George  Swainson,  in 
his  interesting  letter  in  your  last  issue,  appears 
to  be  anxious  to  read  into  my  paper  on  Depreciation 
more  than  it  contains.  Those  of  your  readers  who 
have  taken  the  trouble  to  make  themselves  acquainted 
with  the  contents  of  my  paper  will,  I  think,  see  that 
there  is  not  very  much  common  ground  between  Mr. 
Swainson*8  views  and  my  own. 

With  regard  to  the  Bolton  Electricity  Accounts,  I 
have  no  desire  to  criticise  the  accounts  of  individual 
local  authorities,  nor  have  I  the  time  to  make  the 
necessary  examination  to  attempt  any  but  the  most 
superfichd  comment.  As,  however,  your  correspondent 
asks  what  further  reliable  data  I  would  consider 
necessary  in  addition  to  that  given  in  the  Bolton 
Electricity  Accounts  in  order  to  determine  whether  or 
not    the    statutory    Sinking    Fund    instalments    are 


sufficient  to  obviate  the  necessity  of  a  special  provision 
for  Depreciation,  I  may  point  out  that  these  Accounts 
give  no  information  whatever  as  to  the  dates  of 
Capital  Expenditure,  nor  as  to  the  dates  when  the 
Loans  were  issued  out  of  which  such  expenditure  was 
incurred,  the  periods  for  which  they  were  authorised, 
the  prescribed  mode  of  provision  for  repayment,  or  the 
estimated  working  life  of  the  capital  assets  acquired. 
The  Bolton  Electricity  Accounts  are  undoubtedly 
clearer  than  many ;  but,  even  in  this  case,  there  is  an 
entire  absence  from  the  published  Accounts  of  such 
reliable  data  as  will  enable  competent  persons  to 
ascertain  for  themselves  the  real  position  of  affairs. 

Youc  correspondent's  assertion  that  two-thirds  of  the 
municipal  debt  of  England  will  be  wiped  out  or  pro- 
vided for  in  twenty  or  thirty  years'  time  remains  to  be 
verified. 

Yours  faithfully, 

LAWRENCE  R.  DICKSEE. 
39/A  April  1907. 


Depreciation. 

[To  the  Editor  of  The  Accountant.) 
Sir, — If  Mr.  Hy.  Sherley  Price  had  read  my  paper 
on  Depreciation  carefully,  he  would  not  have  made  the 
groundless  criticisms  contained  in  his  letter  appearing 
in  your  issue  of  the  27th  inst. 

Accountants  do  not  undertake  to  fix  rates  of  Depre- 
ciation, and  my  paper  suggests  that  this  should  be  done 
by  the  engineers,  or  other  competent  officers  of  an 
undertaking,  or  by  professional  engineers,  either  of 
whom  we  may  assume  to  be  capable  and  honest. 

Again,  I  have  not  fallen  into  what  Mr.  Price  calls 
the  fatal  error  of  supposing  that  anyone  can  fix  rates 
of  Depreciation  which  shall  hold  good  over  a  long 
period  of  years.  On  the  other  hand,  I  would  have 
effective  inquiry  made,  from  time  to  time,  into  the 
actual  condition  of  each  class  of  productive  plant, 
followed  by  revision  of  Depreciation  rates  whenever 
necessary.  This  is  referred  to  in  that  part  of  my  paper 
which  appears  on  p.  534  of  The  Accountant  of  the  2oth 
inst.,  as  follows: — 

*'  Many  years'  history  of  hundreds  of  different  classes 
of  productive  plant  can  be  recorded  in  a  Register  of 
this  kind  without  any  confusion  ;  and  if,  during  the  life 
of  any  class  of  productive  plant,  it  is  found,  in  the  light 
of  subsequently  acquired  knowledge,  the  original 
estimate  was  eiUier  over  or  under  the  mark,  this  can  be 
adjusted,  and  efiect  given  to  it  so  as  to  provide  for  the 
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then  unexpired  balance  appearing  in  the  Register  being 
written  off  over  any  altered  remaining  period.  Thus 
an  effective  review  or  survey  of  the  financial  position  of 
an  undertaking  keeping  a  systematic  record  of  this  kind 
could  be  carried  out  periodically  with  considerable  pre- 
cision, and  effect  given  to  any  altered  conditions  of 
some  of  the  classes  of  productive  plant  by  suitably 
modifying  the  economic  life  period  in  the  Register  of 
Plant  to  meet  the  new  circumstances,  and,  further, 
there  would  be  a  permanent  record  of  this  always 
available." 

Yours  truly, 
London^  zgth  April  1907.  P.   D.  LEAKE. 


The  Law  affecting  Partnership. 

(To  tk€  Editor  of  TJU  AccountaMt.) 

Sir, — In  the  lecture  by  Mr.  Lawrence  J.  Kirkham  on 
Partnership  Law,  in  The  Accountant  30th  April  last,  the 
following  paragraph  (on  p.  527)  appears  :— 

"But,  where  there  is  no  joint  estate  and  all  the 
*'  partners  are  insolvent,  joint  creditors  and  separate 
"  creditors  will  rank  pari  passu  for  dividend  out  of  the 
"  separate  estates  {In  re  Budgett,  1894,  2  Ch.  557)." 

I  should  like  to  ask  if  this  means  that  the  whole  of 
the  separate  estates  should  be  *'  pooled  "  as  the  word- 
ing seems  to  suggest,  or  have  the  joint  creditors  the 
option  of  proving  in  that  separate  estate  which  they 
think  would  be  most  advantageous  to  their  claims  ? 

If  this  is  not  correct  I  should  be  glad  of  an  opinion 
as  to  the  proceduie  in  such  a  case;  also  would  the 
existence  of  a  very  small  amount  of  assets  in  the  joint 
estate  be  sufficient  to  affect  the  position? 

Yours  faithfully, 

zgth  ApHl  igoy.  '    ARTICLED. 

[Our  correspondent  misquotes  us.  We  will  deal 
with  the  matter  more  fully  next  week.— Ed.  Acct.] 


lEbe  institute  of  Cbartcrcft  accountants 
in  Bnolanb  and  WbXcs. 


Qtoss  Profit. 

(To  the  Editor  of  The  Accountant.) 

SiR,-*I  am  glad  to  learn  from  your  reply  to  "  X,  Y." 
that  there  are  some  provincial  retail  butchers  who' are 
capable  of  earning  a  gross  profit  of  20  per  cent,  and 
upwards  on  the  sale  of  "  English  "  meat. 

Surely  the  only  right  this  meat  can  have  to  be  called 
English  is  that  the  live  stock  must  have  been  slaughtered 
on  arrival  at  Deptford  or  Birkenhead. 

My  experience  shows  that  on  the  sale  of  genuine 
"  home  fed  and  home  bred  "  English  meat  a  butcher 
should  consider  himself  fortunate  if  he  makes  a  gross 
profit  of  from  14  per  cent,  to  15  per  cent. 
Yours  faithfully, 

SOth  April  1907.  GENUINE. 


The  President's  Dinner. 


The  President  of  the  Institute  (Mr.  W.  B.  Peat.  F.C.A.). 
gave  a  Dinner  in  the  Hall  of  the  Institute,  on  Tuesday  evening 
the  30th  ult.  Among  those  present  were  the  Vice-President, 
Mr.  John  B.  Ball ;  Lord  Armstrong,  Lord  Claud  Hamilton, 
Lord  Joicey,  Hon  B.  L.  Barrington,  Hon.  W.  Peel,  Sir 
Thomas  Barclay,  Sir  Hugh  Bell,  Bart.,  Sir  John  Craggs, 
M.V.O.,  Sir  Walter  Fisher,  Sir  Christopher  Furness,  M.P., 
Sir  Charles  Owens,  Sir  W.  W.  Portal,  Bart.,  Sir  Thomas 
Wrightson,  Bart.,  Professor  H.  £.  Armstrong,  Major 
J.  Eustace  Jameson,  Mr.  H.  Attlee  (President  the 
Law  Society),  Mr.  H.  Gaskell  Blackburn  (President 
Leeds  and  District  Society  of  Chartered  Accountants), 
Mr.  J.  Cecil  Bull  (President  Institute  of  Secretaries),  Mr. 
A.  P.  Carryer  (President  Leicester  Society  of  Chartered 
Accountants),  the  Hon.  George  Colville  (Secretary  of 
the  Institute  of  Chartered  Accountants),  Mr.  Ben. 
Cookson  (President  Liverpool  Society  of  Chartered 
Accountants),  Mr.  Robertson  Durham  (President  Society 
of  Accountants  in  Edinburgh),  Mr.  William  Evans 
(Inspector-General  in  Bankruptcy),  Mr.  Walter  Gath 
(President  Nottingham  Society  of  Chartered  Account- 
ants), Mr.  Howard  Heaton  (President  Birmingham 
Society  of  Chartered  Accountants),  Mr.  Archibald  Hewat 
(President  Faculty  of  Actuaries,  Scotland),  Mr.  George 
Langridge  (President  Surveyors'  Institution),  Mr. 
Robertson  Lawson  (President  Association  of  Scottish  Char- 
tered  Accountants  in  London),  Mr.  James  Martin  (Secre- 
tary Society  of  Accountants  and  Auditors),  Mr.  F.  H. 
Metcalfe  (President  Sheflfteld  Society  of  Chartered 
Accountants),  Mr.  W.  G.  Rayner  (President  Society  of 
Accountants  and  Auditors),  Mr.  Frank  B.  Wyatt  (Presi- 
dent Institute  of  Actuaries,  London),  and  Messrs. 
John  Aird,  W.  Ash  worth,  Jarvis  W.  Barber,  J.  H. 
Blackburn,  Thomas  Bowden,  Eric  M.  Carter,  S.  G.  Cole, 
Ernest  Cooper,  Ernest  Edmonds,  J.  A.  Forster,  W.  H.  Fox, 
John  Ganie,  A.  H.  Gibson,  T.  Gregory,  John  G.  Griffiths, 
J.  E.  Halliday,  B.  W.  Hardcastle,  J.  S.  Hannood-Banner, 
M.P.,  A.  C.  Harper.  J.  M.  Henderson,  M.P.,  Daniel  Hill. 
Edward  Hobbs,  Leslie  Hunter,  F.  A.  Jenkins,  H.  Wood- 
burn  Kirby,  J.  Ddx  Lewis,  J.  G.  Litton,  Thomas  Markby, 
John  Mather,  A.  O.  Miles,  M.  Muir-Mackenzie,  Arnold  S. 
Munns,  J.  G.  Naime,  G.  B.  Nancarrow,  H.  A.  Olivier,  T.  A. 
Onions,  R.  B.  Petxe,  F.  W.  Pixlcy,  W.  Plenxier,  T.  R. 
Ronald,  G.  H.  Ryan,  S.  Simmelkjor,  John  Smith,  C.B., 
G.  Sneatii,  John  Stevenson,  Edwin  Waterhouse,  Thomas  A. 
Welton,  A.  F.  Whinney,  F.  Whinney,  Thomas  Wise, 
J.  W.  Woodthorpe,  F.  J.  Young. 
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After  the  usual  loyal  toasts, 

Lord  Claud  Hamilton   proposed   the   toast  of  "The 
Houses  of  Parliament,"  coupling  with  k  the  names  of  the 
Right  Hon.  Lord  Joicey  and  Sir  Christopher  Furness.    A 
good  deal  had   been   heard    of   late,    he   said,  as  to  the 
arbitrary  conduct  of  the  House  of  Lords  in  "overriding 
the  mandate  of  the  people  " — a  very  convenient  and  useful 
phrase  to  use  in  times  of  agitation — aitd  of  the  consequent 
necessity  for  a  reform  of  the  House  of  Lords,  or,  as  some 
would  urge,  of  its  total  extinction.    Those  attacks  had  been 
heard  of  on  previous  occasions,  and  they  generally  arrived 
at  a  time  when  there  had  been  the  advent  of  a  Radical 
majority  in  the  House  of  Commons — (laughter) — but  the 
result  which  had  followed  those  agitations  had  always  been 
ifiV.    He  was  bound  to  admit  that  the  present  attack  upon 
the  House  of  Lords  was  of  a  much  more  serious  character, 
and  was  more  united  in  regard  to  those  who  made  it  than 
that  of  any  previous  occasion.    The  whole  question  really 
resolved  itself  into  this — ^were  we  in  this  enlightened  king- 
dom, or  were  we  not,  to  have  a  second  Chamber?    He  did 
not  believe  any  sane  Englishman  would  answer  that  ques- 
tion  in   the  negative.     If  we   were   to   have   a    second 
Chamber  could  we  improve  upon  the  House  of  Lords?    He 
had  travelled  a  great  deal  and  had  studied  the  Assemblies 
of  many  countries,  and  had  arrived  at  the  comscientious 
conviction  that  for  ability,  integrity,  learning,  and  debating 
power  no  second  Assembly  in  any  part  of  the  world  was 
comparable  to  our  House  of  Lords.     (Cheers.)     He  was 
very  glad  to  think  that,  at  all  events,  there  was  one  gentle- 
man present  who  was  of  that  opinion,  and  who  clearly  felt 
that  the  House  of  Lords  was  superior  to  the  House  of 
Commons — ^he  referred  to  the  noble  Lord  who  would  return 
thanks  for  that  Assembly,  who,  of  his  own  free  will,  left 
the  one  body  to  enter  the  other.    Possibly  they  might  by 
judicious  means  reform  the  House  of  Lords,  and  if  they 
could  improve  it  he  was  sure  every  loyal  subject  of  the 
King  would  be  pleased ;  but  those  who  attacked  the  House 
of  Lords  must  always  remember  that,  if  that  House  were 
improved  by  reform,    its    power    and    influence  in  the 
Councils  of  the  nation  were  pretty  sure  to  increase.    As 
regarded  the  House  of  Commons,  it  was  really  a  very 
difficult  task  for  one  like  himself,  who  for  many  years  was  a 
member  of  that  body,  to  say  anything  in  cordial  approba- 
tion of  the  present  House  of  Commons.    (Laughter.)    He 
believed — ^though  his  opinion  might  not  be  worth  much — 
that  the  existence  of  that  body  would  not  be  so  long  as 
many  people  imagined,  but  he  was  pretty  sure  that  when  it 
expired  the  expenditure  on  the  part  of  the  general  public 
in  mourning  attire  would  not  be  excessive.     (Laughter.) 
It   must  be    recognised,    however,    that    the   House   of 
Commons  was  there,  with  all  the  power  which  it  was 
entitled  to  exercise,  and  he  trusted  that  the  gentleman  who 
would  respond  in  the  name  of  that  House  and  men  of  the 


same  high  position  as  himself  in  Parliament  would  use 
their  best  endeavours  to  restrain  the  impetuosity  of  their 
newly-elected  friends,  because  he  was  certain  if  they  did 
that  it  would  have  one  effect — it  would  relieve  the  noble 
lord  on  his  right  (Lord  Joicey)  of  a  great  deal  of  anxiety 
and  responsibility  when  the  moment  came  for  him  to 
decide  as  to  whether  be  should  reform  or  vote  against 
those  many  measures  which  in  a  very  short  time  would  be 
sure  to  reach  the  House  of  which  he  was  a  member  from 
the  friends  of  Sir  Christopher  Furness.     (Laughter.) 

The  Right  Hon.    Lord    Joicey,    in   responding,   said 
it  was  a  great  pleasure  to  him  that  the  toast  had  been  pro- 
posed by  Lord  Claud  Hamilton.     Lord  Claud  Hamilton 
was  an  old  member   of  the    House    of    Commons,  at  a 
time  when  his  Lordship  and  himself  used  to  sit  and  look  at 
each  other,  and  sometimes,  he  had  no  doubt,  shout  at  each 
other — (laughter) — ^but  they  were  not  always  in  harmony 
in  regard  to  the  various  measures  which  were  brought 
before  the  House.    They  could  not  therefore  expect  that  in 
their  old  and  serious  age  they  would  be  of  the  same  opinion 
as  each  other  in  regard  to  every  little  detail  of  the  important 
questions  which  were  brought  before  the  country.    He  con- 
fessed that  afiter  an  experience  of  twenty-one  years  in  the 
House  of  Commons,  with  all  its  worries,  anxietdes,  and 
responsibilities,  having  to  deal  with  his  constituents,   to 
help  his  Government  and  his  party — to  say  nothing  of  the 
great  interests  of  the  country — (laughter) — ^by  going  in  for 
all-night  sittings  and  wasting  his  tissue  in  struggles  of  that 
kind,  he  did  not  think  those  present  would  be  surprised 
that  he  felt  a  great  relief  in  being  passed  on  to  the  Upper 
Chamber,  where  everything  was  so  smooth.    But  while  in 
the    House   of   Lords    he    had    had   the   experience   of 
endeavouring  to  promote  the  legislation  of  the  country, 
and  he  was  certain  of  one  thing,  that  if  he  took  any  action 
against  his  own  party  he  would  always  receive  the  warm 
support  of  the  majority.    (Laughter.)    He  found  the  House 
of  Lords  quite  a  different  atmosphere  from  that  of  the 
Commons,  but  he  was  bound  to  say  it  was  precious  duU. 
(Renewed  laughter.)    In  the  House  of  Commons  there  was 
constant  activity,  constant  war,  any  amount  of  noise ;  one 
felt  that  he  was  at  the  very  heart  of  affairs.    In  the  House 
of  Lords  one  felt  as  if  he  had  been  put  upon  a  shelf  and 
there  he  must  take  things  as  they  came.    He  admitted  the 
debating  power  of  the  House  of  Lords.    There  were  in  that 
House  men  of  the  highest  intellectual  power  and  of  the 
greatest  knowledge  of  affairs,  but  unfortunately  so  far  as 
their  voice  and  their  personal  opinion  were  concerned  they 
had  a  very    limited    audience,    and    that  audience  was 
geoerally  of  the  same  way  of  thinking  as  themselves.  There 
was  a  difference  between  the  House  of  Commons  and  the 
House  of  Lords.    The  House  of  Commons  being  a  directly 
representative    institution    of    the    people,     every   con- 
stituency having  its  own  member,  the  eyes  of  every  elector 
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were  fixed  upon  it;  they  took,  in  fax^t,  the  very  greatest 
interest  in  the  House  and  its  doings.  The  House  of  Lords,  be 
was  afiaid,  did  not  create  the  same  interest  in  the  country. 
He  realised  that  it  was  a  very  ancient  institution — one 
which  had  done  good  service  in  its  day  and  which,  would, 
he  hoped,  continue  to  do  so.  But  he  was  not  one  of  those 
people  who  said  that  while  the  House  of  Commons  had 
moved  with  the  times  and  been  able  to  pass  various  reforms 
of  its  own  constitution  and  working,  the  other  Chamber 
was  so  effete  that  it  was  unable  to  reform  itself.  While 
he  was  thoroughly  of  opinion  that  this  country,  like  every 
-  other  country  in  Europe,  would  insist  upon  having  a 
second  Chamber,  he  did  not  see  what  the  House  of  Lords 
had  done  that  it  should  be  prevented  from  reforming  itself 
if  it  so  desired.  (Cheers.)  He  looked  forward  to  the  time 
when  that  House,  instead  of  being  the  weaker  part  of  the 
Constitution,  as  it  was  looked  upon  now,  woi^ld  be  the 
stronger  part,  and  would  be  so  reformed  and  be  more 
representative  in  its  character  that  it  would  add  lustre  to 
its  past ;  because  he  felt  sure  that  this  great  Empire  was 
going  to  continue,  and  continue  in  a  way  that  no  Empire 
in  the  world  bad  ever  done,  and  he  felt  confident  that  the 
representative  institutions — the  House  of  Commons  and  the 
House  of  Lords — ^would  make  it  stronger  and  even  better 
than  it  had  ever  been  at  any  previous  time  of  its  history. 
(Cheers.) 

Sir  Christopher  Furness,  M.P.,  said  he  was  very  glad 
to  respond  to  the  very  kind  invitation  of  the  President  to 
be  present  that  night.  It  was  quite  true  that  those  who 
were  engaged  in  the  trade  and  commerce  of  the  country  had 
a  very  close  acquaintance  with  many  members  of  the  Insti- 
tute. They  had  heard  from  X-iord  Joioey  that  he  was  very 
happy  in  his  present  surroundings,  in  spite  of  the  fact  that 
they  were  told,  through  the  daily  papers,  that  the  House  of 
which  his  noble  friend  was  so  distinguished  a  member  was 
soon  to  be  demolished.  (Laughter.)  He  congratulated  the 
members  of  the  Institute  upon  having  secured  the  presence 
of  noble  lords  at  this  banquet  before  that  House  was 
extinguished.  (Renewed  laughter.)  He  personally  was 
rather  inclined  to  think  the  situation  was  taken  in  very 
properly  by  the  Labour  member  who,  being  present  on 
the  occasion  of  the  opening  of  the  House  of  Lords  by  his 
Majesty,  and  being  impressed  by  the  magnificence  of  the 
surroundings,  said,  "Don't  you  think  they  will  take  a  lot 
of  shifting?  "  (Laughter.)  It  was  just  possible  that  at 
similar  banquets  to  the  present  they  might  occasionally 
have  a  member  of  the  House  of  Lords  sitting  at  their  table. 
It  must  be  remembered  that  the  House  of  Commons  did 
not  exist  for  party  ends.  While  the  House  stood  out  to-day 
as  the  most  democratic  assembly  in  the  world,  it  must  not 
be  forgotten  that  the  King's  writ  called  for  representative 
men  to  take  part  in  the  good  govemmeot  of  their  country, 
not  for  the    approbation    or    the    condemnation    of  any 


political  party.  (Hear,  hear.)  Whatever  the  complexion  of 
the  Government  of  the  day  might  be,  it  was  charged 
primarily  with  the  conduct  of  the  nation's  business,  and 
although  the  House  of  Commons  existed  for  the  State  and 
not  for  party  there  was  little  doubt  that  the  party  system 
in  this  country  at  its  best  was  for  the  advantage  of  the 
nation  at  large.  He  readily  admiLtted  that  in  the  aims  and 
ideals  of  its  individual  members  tiiere  must  be  strong 
differences  in  every  party,  but,  after  all,  they  must  remem- 
ber that  the  House  of  Commons  was  the  mother  of  all 
Parliajnents.  It  was  an  Institution  of  which  we  as  English- 
men  had  a  right  to  feel  proud.  The  English  Parliamentary 
system  had  long  been  a  pattern  for  the  nations  of  the 
world  and  a  model  for  those  great  self-governing  Colonies 
whose  Premiers  were  now  gathered  in  conference  with  us 
at  home,  and  who  by  the  interchange  of  ideas  were  search- 
ing out  how  best  to  weld  into  one  strong  and  mobile 
federation  the  peoples  who  owned  his  Majesty  the  King 
their  Sovereign  head.  He  was  one  of  those  who  believed 
that  this  country  would  always  maintain  the  traditions  of 
the  past.  (Cheers.)  It  was  perfectly  true  that  in  times 
like  the  present  those  who  had  certain  ideas  were  some- 
what afraid  of  the  extreme  views  of  others,  but  whatever 
might  be  their  political  views  they  might  always  remember 
that  the  British  House  of  Commons  was  a  most  tolerant 
House,  and  would  respect  a  man  not  by  reason  of  his 
high  birth,  but  by  reason  of  his  character  which  he  would 
be  able  to  produce  in  that  Assembly.  (Cheers.)  They 
might  depend  upon  it  that,  whilst  some  people  might  fear 
that  there  was  a  Uttle  danger  that  we  in  this  country  were 
drifting  too  much  into  Socialism,  the  one  thing  we  might 
claim  in  this  country  was  that  individualism,  enterprise, 
and  perseverance  would  always  be  rewarded,  recognised* 
and  acknowledged,  and  we  in  this  country  had  nothing  to 
fear  in  the  future.  He  appreciated  the  high  honour  which 
had  been  conferred  upon  him  in  his  being  invited  to  meet 
the  members  of  the  Institute,  who  were  so  deeply  interested 
in  the  trade  and  commerce  of  the  country.    (Cheers.) 

Sir  Hugh  Bell,  Bart.,  next  proposed  the  toast  of  ''The 
Institute."  He  confessed  to  a  feeling  of  surprise 
that  in  a  distinguished  company  such  as  he  was  address- 
ing a  poor  provincial  like  himself  should  be  invited  to  pro- 
pose the  toast  of  the  evening,  but  Lord  Melbourne  had 
stated  that  one  reason  why  he  regarded  the  Garter  as  a 
very  distinguished  reward  was  because  it  had  nothing  to  do 
with  any  infernal  considerations  of  merit — (laughter) — 
and  it  was  precisely  those  rewards  which  came  to  men 
entirely  independent  of  their  merit  that  they  most 
cherished.  He  accordingly  very  greatly  valued  the  fact 
that  he  was  permitted  to  offer  for  their  acceptance  the 
toast  of  the  evening ;  and  when  he  came  to  consider  under 
what  circumstances  he  should  have  been  so  chosen  he  coo- 
fessed  he  could  find  a  defence  for  their  esteemed  President^ 
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for  he  believed  he  might  safely  assert  that  there  was  hardly 
one  maa  in  that  room  who  had  known  Mr.  Peat  and  his 
firm  longer  than  he  htmself  had.  He  knew  and  yeiy 
highly  esteemed — ^as  did  everyone  who  had  the  honour  of 
his  acquaintance— ^he  foun-der  of  the  firm,  Mr.  Robert 
Fletcher.  (Applause.)  He  had  known  Mr.  Peat  over  since 
he  came  to  business,  and  he  had  learned,  as  he  knew  him 
better  and  better,  to  esteem  him  more  and  more.  He  might 
therefore  conclude  that  it  was  for  this  reason  that  be  was 
privileged  to  invite  that  assembly  to  drink  the  health  of 
their  veiy  good  selves,  the  Institute  of  Chartered 
Accountants.  There  could  be  no  doubt  of  the  immense 
value  of  this  Institute  to  those  who,  like  Lord  Claud 
Hamilton,  Lord  Joicey,  Sir  Christopher  Fumess,  and 
several  other  of  their  guests,  including  himself,  were 
engaged  in  the  multifarious  and  complex  details  of  com- 
merce at  the  present  time.  As  business  got  more  and 
more  complicated,  so  it  became  increasingly  necessary  that 
those  engaged  in  it  should  have  the  expert  assistance  of  the 
accountancy  profession  in  guiding  them  through  the  com- 
plicated details  with  which  they  had  to  wrestle.  The 
Charter  of  the  Institute  dated  from  1880,  and  as  Chartered 
Accountants  they  were  undoubtedly,  if  he  might  venture 
to  say  so,  the  product  of  the  Limited  Liability  Companies 
Acts  of  1863  and  onwards.  Had  it  not  been  for  those  Acts 
it  was  very  doubtful  whether  the  profession,  which  had 
become  so  important,  and  towards  whose  well-being  those 
whom  he  was  addressing  had  contributed  so  much,  would 
have  occupied  the  position  in  the  eyes  of  the  world  which 
it  did  to-day.  He  was  clearly  of  opinion  that  the  existence 
of  an  Institute  such  as  theirs  was  most  desirable  for  the 
well-being  of  the  commercial  world.  It  was  most  advisable 
that  they  should  lay  down  a  standard  of  proficiency,  of 
cajxacUy,  and  of  honesty  which  would  make  commercial 
men  sure  that  when  they  applied  to  members  of  that  body 
for  assistance  they  were  getting  that  competent  expert 
opinion  which  they  desired.  Speaking,  therefore,  as  a  man 
somewhat  largely  interested  in  the  commercial  affairs  of 
the  country,  it  gave  him  very  great  pleasure  indeed  to 
testify  by  his  presence  that  night  to  the  esteem  in  which 
the  Institute  of  Chartered  Accountants  was  held,  and  to  be 
permitted  to  offer  this  toast  for  their  conside(ration. 
(Cheers.)  He  was  allowed  to  couple  with  the  toast  the 
name  of  Mr.  Peat,  theix  President.  (Cheers.)  He  had 
already  stated  that  he  had  known  Mr.  Peat  for  more  years, 
perhaps,  than  that  gentleman  and  himself  altogether  liked 
to  go  back  to.  They  were  counted  by  more  than  the  score 
— by  well  on  to  the  two  score,  and  perhaps  rather  more  than 
that ;  and  he  was  bound  to  say  it  afforded  him  very  great 
pleasure  to  see  Mr.  Peat  occupying  the  xwsition  to  which 
he  had  attained  in  connection  with  that  Institute. 
(Cheers.)  He  hoped  he  was  not  indiscreet  in  referring  to 
the  fact  that  this  Institute  had  benefited  by  Mr.  Peafs 


generous  donation  towards  its  funds.  (Cheers.)  It  was 
characteristic  of  that  gentleman  that  he  should  in  the  first 
place  choose  the  name  of  his  master  and  former  partner, 
Mr.  Fletcher,  for  the  first  of  his  benefactions,  and  the 
name  of  his  wife  for  the  second.  (Cheers.)  In  those  two 
acts  he  behaved  only  as  his  (the  speaker's)  long  knowledge 
of  him  would  have  made  him  anticipate  Mr.  Peat  would 
behave — ^with  a  generosity  and  a  delicacy  which  did  credit 
to  him,  and  which,  if  the  remark  might  be  permitted,  did 
credit  to  the  Institute  also.  (Cheers.)  He  asked  those 
present  to  drink  to  the  health  of  the  Institute  of  Chartered 
Accountants,  coupling  with  the  toast  the  name  of  his  very 
good  and  valued  friend,  Mr.  William  Barclay  Peat.  (Loud 
cheers.) 

The  President,  who  was  very  enthusiastically  received  on 
rising  to  respond,  said  he  was  very  grateful  for 
the  remarks  which  Sir  Hugh  Bell  had  made  in  regard 
to  himself.  Those  remarks  were,  as  usual  with  Sir 
Hugh  Bell,  couched  in  the  most  admft'able  and  well-chosen 
language,  and  he  felt  some  difficulty  in  replying  to  the  toast 
which  had  been  submitted.  He,  however,  would  only  for  a 
short  time  occupy  the  attention  of  those  present,  and  he 
would  use  that  time  in  telling  them  somewhat  of  the  advance- 
ment of  the  Institute  of  which  he  had  the  honour  this  year 
to  be  President.  It  was.  as  Sir  Hugh  Bell  had  told  them, 
27  years  old,  having  been  founded  in  the  year  1880.  At 
that  time  there  were  some  500  members ;  to-day 
there  were  nearly  3,700.  The  question  which  one  asked 
on  the  present  occasion  is  why  the  growth  of  the 
Institute  had  attained  these  great  proportions  in  such  a  com- 
paratively short  time.  To  find  that  it  was  necessary  for  him 
to  go  back,  as  Sir  Hugh  Bell  had  said,  not  quite  forty  years, 
but  at  any  rate  thirty,  because  it  was  thirty  years  since  his 
first  appearance  as  a  partner  in  the  firm  of  which  he 
was  now  the  senior  partner.  If  he  were  to  recall  the 
state  of  accounts  which  one  was  in  the  habit  of  seeing  in 
those  days — ^inefficient  accounts  which  did  not  in  any 
respect  whatever  compare  with  those  in  existence  at 
the  present  time — ^he  thought  it  would  be  of  iatecest 
to  those  whom  he  was  addressing.  If  anyone  took 
the  Balance  Sheets  of  twenty-five  or  even  twenty  years 
ago  and  compared  them  with  the  Balance  Sheets  of  to-day 
would  they  not  find  that  in  the  Balance  Sheets  of  to-day  they 
had  information,  details,  and  certificates  which,  by  com- 
parison with  those  which  existed  twenty-five  years  ago,  were 
far  and  away  superior  in  all  the  points  that  a  shareholder 
required  to  see  in  the  Balance  Sheet  which  was  presented 
to  him.  Those  changes,  he  considered,  had  arisen 
in  a  great  measure  from  the  services  of  Chartered 
Accountants.  (Hear,  hear.)  In  his  early  days  he 
had  a  recollection  of  a  company  whose  accounts  he 
was  called  upon  to  reconstruct.  The  system  in  vogue 
at   the   time  he    mentioned    was    that  the   partners   in 
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that  firm — it  was  a  mining  company — met  monthly  and 
divided  the  bank  balance.  (Laughter.)  As  far  as  he  ever 
found  out,  there  was  no  statement  of  accounts  except  the 
bank  book.  (Renewed  laughter.)  Well,  that  was  all  right 
at  the  time.  Profits  were  plentiful,  and  the  bank  balance 
had  already  stood  the  charges  to  Capital  Account ;  and 
whatever  was  the  surplus,  apparently,  was  the  profit ;  and 
so  those  concerned  were  content  to  divide  it  without  ever 
inquiring  as  to  what  the  mining  costs  were — there 
it  was,  the  balance  in  the  bank,  and  it  was  divided. 
That  state  of  matters  continued  until  developments 
arose,  when  it  became  necessary  for  an  accountant 
to  tell  them  precisely  the  position.  That  was  an 
experience,  doubtless,  many  accountants  around  him 
were  well  acquainted  with.  He  had  also  a  recollec- 
tion of  the  gentleman  to  whom  Sir  Hugh  Bell  had 
so  kindly  referred — his  old  partner.  Mr.  Fletcher— telling 
him  on  one  occasion,  some  twenty-five  years  ago,  that  he 
had  been  called  upon  to  examine  the  accounts  of 
some  small  railway  company,  the  name  of  which 
was  forgotten.  Mr.  Fletcher  went  to  the  office  of  the 
company;  he  found  the  directors  and  the  secretary, 
and  asked,  "Where  are  the  books?"  The  secretary 
said,  "Here,  sir,  is  the  only  book  which  we  possess," 
and  that  was  a  Bank  Book.  (Laughter.)  Imagine  in 
these  times — 1907 — shareholders  or  directors  being  content 
with  a  Bank  Balance  Book  representing  the  transactions  of 
an  industrial  concern,  however  great  or  however  small. 
Then  they  came,  as  regarded  railway  enterprise,  to  the 
developments  which  his  friend  Sir  Charles  Owens  had  said 
something  about  on  more  than  one  occasion — namely,  the 
ton-mile  system.  The  ton-mile  system  was  a  system  of 
accounts  which  it  taxed  the  energy  of  any  accountant  to  pro- 
duce, but  it  was  a  modern  system  of  accounts  which  told  them 
what  is  the  cost  of  carrying  a  ton  of  watches  or  a 
ton  of  coals  for  one  mile.  Some  people  would  tell 
them  it  was  not  material  to  know  whether  the  cost  of 
carrying  a  ton  of  watches  was  so  much  per  mile 
as  compared  with  the  cost  of  carrying  a  ton  of 
coal  a  similar  distance.  Other  gentlemen,  like  his 
friends  Lord  Joioey,  Lord  Armstrong,  and  Sir  Hugh 
Bell,  came  to  the  conclusion  that  to  ascertain  the  ton 
mileage  was  a  very  necessary  system  of  accounts.  All  that 
could  be  done  and  was  done  by  the  assistance  of  educated 
accountants,  and  without  the  assistance  of.  educated 
accountants  it  would  be  impossible  to  go  into  such  details. 
In  commercial  accounts  also  it  had  been  found  that  the 
competition,  not  only  of  firms  in  this  country,  but  of 
firms  abroad,  made  it  necessary  that  what  were  called  Cost 
Accounts  should  be  ascertained— that  was,  the  cost  of  each 
individual  item  produced,  down  to  the  second  or  third 
decimal.  That  was  a  development  of  accounts  which  by 
comparison  with  the  division  of  the  bank  balance  to  which 


he  had  just  alluded  was  something  very  very  different 
indeed.  All  that  had  evolved  in  the  last  thirty  years,  and 
it  had  been  found  necessary  in  evolving  it  to  employ  not 
only  the  few  accountants  who  existed  thirty  years  ago,  but 
also  the  3*700  accountants  who  wete  members  of  the 
Institute  of  Chartered  Accountants  to-day,  and  also 
a  large  body  of  accountants  who  did  not  belong  to  the 
Institute  at  all.  That  feature  of  the  increasing  number  of 
accountants  was  a  phenomenon  not  alone  limited  to  tbe 
British  Islands,  where  British,  Scotch,  and  Irish  Chartered 
Accountants  and  the  Society  of  Accountants  and  Auditors 
numbered  altogether  something  like  6,500 — and  he  would 
just  say  in  passing  how  pleased  he  was  to  be  able  to 
welcome  the  President  of  the  Society  of  Accountants  and 
Auditors.  (Cheers.)  In  addition  to  their  own  members 
employed  in  this  country,  the  Institute  had  over  220 
members  in  British  Colonies  and  abroad  ;  there  were  twenty 
Societies  of  professional  accountants  in  the  United  States  of 
America,  there  were  ten  Societies  in  Australia,  six  in  India, 
two  in  South  Africa,  and  their  members  abroad  helped  to 
build  up  that  union  between  the  Colonies  and  the  Mother- 
country  which  was  so  important  and  was  so  much  dis- 
cussed at  the  present  time — (cheers) — and  helped  also 
to  solve  that  problem  of  Empire  mentioned  in  the 
Speeches  of  our  Colonial  Premiers.  But  the  fact  that 
there  were  all  those  accountants  not  only  in  this  country, 
but  also  in  our  Colonies  and  abroad,  showed  the  great  and 
increasing  demand  there  was  for  members  of  their  profes- 
sion— a  demand  which  had  commenced  and  grown  and 
come  to  fruition  within  the  past  thirty  years,  and  which,  as 
far  as  he  could  tell,  seemed  to  bs  growing  constantly  and 
steadily,  because  the  additions  to  the  membership  of  the 
Institute  did  not  decrease,  but  rather  increased  year  by  year 
as  time  went  on.  (Cheers.)  He  would  ask,  with 
regard  to  this  great  number  of  public  accountant s» 
Chartered  Accountants,  IncorpQrated  Accountants,  and 
Colonial  accountants,  what  was  it  that  the  public 
looked  for  from  our  Institute,  which  was  the  recog- 
nised leading  body  of  professional  accountants?  The 
public  looked  to  them  for  training  and  skill  in  accounts. 
They  looked  to  them  for  protection  from  employing 
unqualified  men.  They  looked  to  them  for  statutory 
responsibility  ;  but,  alas  !  they  gave  them  no  statutory  pro- 
tection. Now,  he  said  that  the  public  demanded  that 
statutory  protection  —  statutory  protection  from  the 
unqualified  men  who  presented  themselves  to  the  world  as 
public  accountants  and  who  had  no  claim  whatever  to 
describe  themselves  in  that  capacity.  Tbe  evidence  of  that 
would  be  found  in  the  fact  that  in  the  State  of  New  York 
legislation  had  already  been  passed  to  protect  the  title  of 
"Certified  Public  Accountant."  In  the  Colony  of  the 
Transvaal — the  newest  of  the  Colonies — they  had  restric- 
tive legislation  which  had  unfortunately  been  so  restrictive 
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that  members  of  the  profession   might  not  go  there  and 
establish  themselves  unless  they  had  a  residential  qualifica- 
tion.    That  was  a  condition  of  things  which  the  Council  of 
the  Institute  greatly  deplored,  and  which  they  were  doing 
their  best  to  avoid.    They  had  in  Australia,  in  Natal,  and 
in    New    Zealand,    the    demand    of    the    public  for  some 
form     of     registration      of     public      accountants    which 
should     protect     the     public     irom     unqualified     prac- 
titioners.    That  demand  of  the  public,  in  his  opinion,  was 
not    surprismg.      Doctors,    lawyers,    veterinary    surgeons, 
dentists,  and  others,  were  protected  by  statute,  but  accoun- 
tants,   charged    with    duties   and    with    interests    no    less 
important  than  the  duties  and  interests  entrusted  to  lawyers, 
doctors,     and    others,    were     not    protected     from    com- 
petition by  men  calling  themselves  public  accountants,  but 
with  no  claim  whatever  to  that  title  or  capacity  to  discharge 
efficiently  the  responsibilities  whdch  they  sought  to  under- 
take.   What  had   the  Institute  of  Chartered  Accountants 
done  to  merit  confidence  ?    They  had  3,700  skilled  accoun- 
tants who  were  employed,  nearly  every  one  of  them,  in 
following  the  profession  for  which  they  were  qualified.  They 
had  in  the  past  thirty  years  examined  candidates  exceeding 
in  number  15,000.    They  had  in  the  past  year  examined 
candidates  for  entrance  into  the  profession  to  the  number  of 
about  1,100.  and  in  every  respect  they  did  all  they  could  to 
merit  the  confidence  which,  he  was  happy  to  say,  was  still 
placed,  and  placed  unreservedly,  in   the  members  of  the 
Institute  of  Chartered  Accountants.    The  Chartered  Accoun- 
tant was  a  product  of  British  people — Scotland,  England. 
Ireland  all  produced  the  genus.     They  gave  a  certificate  of 
qualification.     And  if   he    had    the    inwardness  to  profit 
by    his   experience,    he    gained    and    merited    what    was 
the   breath    of    life   to    a    Chartered    Accountant — public 
confidenoe.     The  accoimtant,    as    they    knew  him,   was 
a     modem     production     evolved     from     the     needs     of 
commerce,  demanded  by  the  investor  in  the  great  joint- 
stock  enterprises]  of  the  day — was  a  lover  of  truth  with  a 
determination  to  express  it.      They  did    not  go  back  to 
mythical  days  for  their  origin,  although  it  had  been  said  that 
specimens  were  to  be  found  in  Italy  some  centuries  ago.     If 
that  were  so  they  were  prehistoric,  of  the  neolithic  age ; 
they  claimed  no  forefathers,  because,  as  regarded  the  present 
needs  of  accountancy,  they  were  the  founders  of  their  race. 
It  was  before  the  tribunal  of  the  public  that  they  sought 
to  justify  their  pretensions  to  be  a  necessity  to  modern 
commerce,  to  have   that  legislation  which  would  protect 
their  title  from  being  usurped  by  unauthorised  persons,  to 
have   the  selection  of  those  called  upon   to  perform   the 
onerous  and  responsible  duties  required  from  them  limited 
to  the  professional   accountant,    who,    by  experience  and 
training,  was  fitted  for  such  duties,  and  who,  failing  to  dis- 
charge them  honestly,  lost  not  only  money  but   what  he 
prized    more    highly — honour,    reputation,    and    position. 


(Hear,  hear.)  While  they  as  an  Institute  sought  to  appre- 
hend the  duties  cast  on  them  and  to  fulfil  them,  mindful  of 
the  lines : — 

One  bugle  note,  our  only  battle  call. 
One  single  watchword.  Duty,  that  is  all — 

then  he  thought  their  Institute  could  look  forward  to  a 
future  as  progressive  and  prosperous  as  had  been  their 
experience  in  the  past.     (Loud  cheers.) 

Mr.  Edwin  Waterhouse.  F.C.A..  said  he  had  been 
requested  by  the  kind  host  of  those  present,  whose  simple 
wish  must  be  their  law,  to  propose  the  next  toast — namely. 
"The  Legal  Profession,"  which,  he  was  sure,  would  be 
cordially  received,  no  matter  what  might  be  the  short- 
comings on  the  part  of  the  proposer.  If  they  took  a  glance 
round  that  hall  they  saw  among  the  company  present 
evidence  that  the  legal  profession  was  one  which  was  very 
highly  esteemed  by,  and  stood  very  high  in  the  affections  of, 
their  worthy  President.  He  thought  he  might  say  that  the 
Institute  most  fully  agreed  with  their  President  in  that 
feeling.  He  had  heard  it  said  that  there  was  a  time  when 
a  portion  of  the  business  practised  by  solicitors  was  taken 
away  from  them  by  accountants.  That  must  have  been  a 
very  long  time  ago.  He  was  never  conscious  of  such  a 
thing  himself.  It  must  have  been,  he  thought,  before  the 
days  when  bookkeeping  was  a  profession  and  accountancy 
one  of  the  fine  arts.  There  was  nothing  of  the  kind  now, 
at  any  rate.  There  was  business  enough  for  them  all,  and 
a  profession  was  not  like  a  store  which  could  be  drawn  upon 
for  everything  and  anything  under  the  same  roof.  Their 
relations  with  their  friends  the  solicitors  were  on  a  most 
amicable  basis.  They  looked  upon  the  Incorporated  Law 
Society  as  a  time-honoured  institution,  with  a  long  roll 
of  distinguished  members  dating  back  now  nearly  100 
years,  and  accountants  felt  that  that  Society  viewed  this 
Institute  with  a  kindly  regard,  due  to  an  association 
which  at  any  rate  had  made  a  good  beginning,  and 
appreciated  the  fact  that  it  was  organising  the  pro- 
fession of  accountants  not  only  for  the  benefit  of 
its  members,  but  also  for  the  benefit  of  the  public 
at  large.  That  the  members  of  the  body  of  solici- 
tors looked  upon  the  Institute  with  some  favour  was 
instanced  by  a  whisper  which  reached  them  not  many 
weeks  ago,  and  which  emanated  from  those  awe-inspiring 
walls  in  Chancery  Lane,  that  there  were  certain  members 
of  the  Incorporated  Law  Society  who  were  of  opinion 
that  it  might  be  desirable  if  every  member  of  that  Society 
had  at  his  elbow,  or  at  any  rate  within  call,  a  Chartered 
Accountant,  who  might  to  some  extent  look  after  his 
financial  affairs,  and  at  any  rate  safeguard  the  tuum 
which  was  entrusted  to  the  solicitor's  hands  from  being 
mixed  up  too  much  with  the  meum.    Well,  he  did  not  himr 
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self  know  what  the  result  of  that  discussion  was,  and  was 
not  in  a  position  to  judge  whether  they  as  accountants 
would  havo  been  able  to  render  much  service  in  that 
respect.  But  of  this  he  was  confident,  that  if  they  reversed 
the  order  and  considered  what  the  solicitors  did  for  them, 
he  thought  they  might  say  that  as  accountants  they  would 
do  very  badly  if  they  had  not,  all  of  them,  a  solicitor  at 
their  elbow  who  was  able  to  look  after  and  recover  for 
them,  and  for  their  friends  whose  interests  they  had  to 
guard,  the  meum  which  occasionally  got  stuck  into  the 
hands  of  third  parties.  In  proposing  this  toast  he  must 
not  omit  an  expression  of  the  sense  of  their  indebtedness 
to  the  higher  branch  of  the  profession,  to  the  members  of 
the  Bar,  and  to  those  distin^ished  members  of  the  Bat 
who  rose  to  the  dignity  of  the  Bench.  His  Majesty's  Judges 
had  frequently  expressed  their  good  feeling  towards  the 
accountancy  profession,  not  only  upon  occasions  when 
they  might  have  to  appear  before  them  and  render  an 
account  of  their  own  doings  or  the  doings  of  others,  but 
also  on  occasions  like  the  present,  when  they  had 
expressed  their  encouragement  and  their  sympathy  witji 
the  Institute  in  its  endeavours  to  organise  the  profession 
and  make  it  of  use  in  the  commercial  world.  He  need 
only  remind  those  present  what  a  veiy  present  help  in 
times  of  trouble  and  difficulty  the  members  of  the  Bar  had 
always  been  to  the  accountancy  profession.  It  had  been 
one  of  the  greatest  pleasures  of  his  life,  and  had  given  him 
one  of  the  greatest  intellectual  treats  he  had  ever  had,  to 
be  allowed  to  sit  in  conference  or  consultation  with 
members  of  the  Bar,  and  hear  their  learned  talk  as  they 
gave  their  reasons  for  the  inclination  of  their  opinions  to 
one  side  or  the  other  on  some  knotty  point.  As  accountants 
they  owed  much  to  them  for  all  they  had  done  for  the  pro- 
fession. He  mi^ht  add  that  on  some  occasions  they  might 
have  been  some  little  use  to  members  of  the  Bar.  A 
circumstance  recalled  itself  to  his  memory  in  which  a 
learned  K.C.  was  appointed  arbitrator  in  a  matter  in 
which  some  complicated  accounts  had  to  be  taken  into 
consideration,  and  after  a  two  days'  sitting,  in  which 
learned  counsel  on  both  sides  put  their  arguments  before 
him,  he  was  apparently  not  much  more  forward  in  his  view 
of  the  case  than  he  was  at  the  beginning.  He  happily 
turned  to  the  agreement  for  reference,  and  found  the  word- 
ing allowed  him  to  take  a  peculiar  course.  It  was  left 
to  him  to  state  how  certain  disputes  should  be  settled. 
He  made  an  award  to  the  effect  that  it  should  be  settled  by 
a  Chartexed  Accountant,  and  in  so  doing  there  was  no 
doubt  he  was  right,  for  when  the  matter  came  before  him 
(the  speaker),  although  he  had  the  benefit  of  the  arguments 
of  counsel  on  both  sides,  he  found  that  double-entry  was 
the  key  to  the  solution  of  the  problem.  It  was  not  the 
arguments  of  the  counsel,  but  a  little  double  entry  which 
enabled  him  to  arrive  at  a  result  which  was  satisfactory  to 


himself,  and  which  he  believed  was  equally  unsatisfactory 
to  both  parties  in  the  dispute.  (Laughter.)  He  coupled 
with  the  toast  the  names  of  Mr.  Muir  Mackenzie  and  Mr. 
Henry  Attlee.  The  first-named  gentleman,  he  said,  was 
one  of  the  Official  Referees,  and  the  Chairman  of  the  Com- 
mittee which  was  now  sitting  to  consider  amendments  in 
the  bankruptcy  law.  Mr.  Attlee  was  President  of  the 
Incorporated  Law  Society,  which  they  all  esteemed,  whose 
example  they  wished  to  follow,  and  whose  prosperity  they 
all  sincerely  desired.    (Cheers.) 

Mr.  M.  Muir-Mackenzie  said  it  was  with  peculiar 
pleasure  that  he  heard  the  eulogistic  terms  in  which  the  toast 
of  the  profession  to  which  he  belonged  was  proposed,  and 
the  cordial  way  in  which  the  assembly  had  received  it, 
because  he  felt,  after  a  long  professional  experience,  that 
between  the  profession  of  the  Bar  and  the  profession  of 
accountancy  there  had  grown  up  an  entente  cordiaU, 
which  he  thought  had  ripened,  or  would  ripen,  in  diplo- 
matic language,  into  a  permanent  alliance.  And  it  should 
be  so,  for,  after  all,  the  two  professions  had  one  thing  in 
common — namely,  that  the  public  and  the  business  com- 
munity when  in  difficulties  could  not  do  without  them. 
When  not  in  difficulties  the  public  and  the  business  com- 
munity were  fond  of  grumbling  at  the  professions.  Their 
lawyer  did  not  understand  their  case ;  their  medical  man 
did  not  understand  their  malady  ;  their  accountanft  did  not 
really  understand  the  difference  between  capital  and  income. 
(Laughter.)  But  when  they  were  in  difficulties,  it  was  to 
the  professions  they  came.  They  heard  and  read  that  there 
were  enthusiastic  social  reformers  who  looked  forward  to  a 
day  when  the  barrister  would  have  no  occupation  and  the 
accountant  would  have  no  Balance  Sheet  to  audit— when 
there  would  be  no  property  to  dispute  over.  Those  who 
lived  to  see  that  day,  if  they  were  under  forty,  would  walk 
the  streets  as  unemployed  ;  if  they  were  over  forty,  or  had 
leached  the  age  of  sixty,  they  would  lead  a  wholesome 
existence  on  a  pension  of  five  shillings  a  week,  paid  weekly, 
and  which  the  recipient  could  be  assured  would  not  on  his 
bankruptcy  pass  to  the  trustees.  (Laughter.)  But  until 
that  happy  time  came  in  the  profession  of  the  Bar  and  the 
profession  of  accountancy  they  would  jog  along;  and,  as 
far  as  regarded  his  own  profession,  it  was  increasing — it 
was  penetrating  to  every  part  of  the  British  Empire.  There 
was  nothing  more  interesting  than  to  be  in  the  halls  of  one 
of  the  Inns  of  Court  when  students  were  dining,  and  when 
they  saw  present  men  of  every  station,  of  every  colour,  all 
engaged  in  the  study  of  what  he  believed  to  be  the  finest 
system  of  law  in  the  universe.  (Cheers.)  The  professions 
of  law  and  accountancy  had  this  great  point  which  com- 
mended them  to  the  public,  and  which  would  make  them 
to  endure — ^namely,  that  it  was  not  ability  and  industry 
alone  which  led  to  success :  it  was  integrity  and  a  high 
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sense  of  honour.  (Cheers.)  He  believed  that  as  long  as 
his  profession  and  the  accountancy  profession  adopted  that 
high  standard  of  honour  which  now  prevailed,  and 
practised  it,  so  long  would  their  profession  endure  and 
so  long  would  his  professions  receive  the  same  cordial 
approbation  from  theirs  that  it  had  received  that  night, 
and  which  theirs  would  receive  in  any  assembly  of  barristers 
which  they  were  good  enough  to  honour.     (Cheers.) 

Mr.  H,  Attlee  said  he  was  not  at  all  surprised  to 
find  that  the  words  which  fell  from  Mr.  Waterhouse 
were  words  expressive  of  the  g^od  feeling  which  existed 
between  solicitors  and  Chartered  Accountants.  He  had 
referred  for  a  moment  to  the  possibility  of  there  being  a 
jealousy  on  the  part  of  the  branch  of  the  profession  to 
which  he  (the  speaker)  belonged.  No  such  feeling  existed. 
As  solicitors  they  all  felt  that  accountants  aided  them  greatly 
in  the  administration  of  the  affairs  which  were  entrusted  to 
them  by  their  clients.  The  very  best  relations  existed  between 
solicitors  and  accountants.  There  was  no  room  whatever 
for  jealousy  ;  but  year  by  year,  as  he  thought  accountants 
would  agree,  the  feelings  which  existed  between  them  were 
feelings  of  mutual  respect,  which  grew  closer  and  closer  as 
time  passed  on.  (Cheers.)  How  greatly  they,  as  solicitors, 
valued  and  appreciated  the  help  of  accountants,  how  much 
they  were  helped  in  their  work  and  how  greatly  they  desired 
to  see  that  Institute  flourish !  The  Law  Society  sought  to 
do  for  his  profession  exactly  that  which  this  Institute  sought 
to  do  for  the  accountancy  profession,  and  he  thought  both 
of  them  would  work  together  in  harmony,  doing  everything 
they  possibly  could  to  make  the  commercial  life  of  England 
stand,  as  it  always  had  done,  in  bright  contrast  to  that  of 
every  other  nation  as  being  at  once  governed  by  the  strictest 
integrity,  and  that  all  their  doings  were  done  with  the 
highest  possible  honour.  He  thought  the  preventive  work 
of  both  solicitors  and  accountants  could  hardly  be  measured. 
(Cheers.) 

Mr.  John  B.  Ball  (the  Vice-President  of  the  Institute) 
submitted  the  toast  of  "  The  Guests."  This  toast,  he  said, 
was  so  important  that  it  included  everyone  present  with  the 
exception  of  the  President,  for  they  were  all  his  guests.  As, 
however,  it  was  so  late  in  the  evening  he  would  confine 
himself  to  saying  how  delighted  he  was  to  see  so  many 
distinguished  gentlemen  present,  and  would  briefly  refer  to 
some  of  them  individually.  The  first  name  he  had  upon 
his  list  was  Lord  Claud  Hamilton,  whose  eloquence  that 
evening  in  addressing  them  they  had  no  doubt  appreciated. 
His  Lordship  was  Chairman  of  one  of  the  great  railways, 
and  was  connected  with  many  important  interests  in  London. 
Next  there  was  Lord  Armstrong,  whose  guns  and  warships 
were  known  all  over  the  world.  They  were  strong  that  night 
in  railways,  iron,  and  coal — ^very  important  industries  to  the 
United  Kingdom — and  had  many  distinguished  representa- 


tives of  those  interests  present.  Lord  Joicey  was  a  great 
coal  owner  and  was  a  railway  director.  Sir  Hugh  Bell  was 
connected  with  important  steel,  iron,  coal,  and  chemical 
industries.  Sir  Christopher  Furness  they  all  knew  as  a 
great  shipowner — his  ships  were  seen  on  all  the  waters  of 
the  world.  Then  there  was  Sir  Wyndham  Portal,  whose 
firm  had  for  150  years  been  engaged  in  the  manu- 
facture of  a  paper  of  which  many  of  them  would  like  to 
have  more  in  their  safes  and  in  their  pockets  than  they 
had  at  the  present  time.  (Laughter.)  Sir  Thomas 
Wrightson  was  known  in  connection  with  important 
engineering  structures.  Sir  Charles  Owens  was  the 
general  manager  of  one  of  our  great  railways ;  Mr.  John 
Aird  was  well-known  in  connection  with  the  construction  of 
the  great  Barrage  at  Assouan  ;  Mr.  Simmelkjor  was  the  great 
gas  engineer ;  and  Major  Jameson's  connection  with 
Scotch  distilleries  needed  no  pointing  out.  The  speaker 
proceeded  to  name  many  other  guests  and  to  point  out  their 
official  positions,  as  set  out  in  the  list  of  those  present  and 
he  associated  with  the  toast  the  names  of  Lord  Armstrong 
and  Sir  W.  W.  Portal,  Bart. 

Lord  Armstrong  said  that  night  had  been  a  revelation  to 
him.  This  was  the  first  time  he  had  had  the  pleasure  of 
dining  with  the  Institute,  though  he  had  always  known  that 
the  members  of  that  body  were  very  good  at  the  art  of  adding 
up  correctly — as  their  motto  said— an  art  in  which  he  was 
afraid  he  himself  had  always  been  found  to  be  deficient ; 
that  they  had  always  been  very  good  at  making  the 
crooked  paths  of  finance  straight ;  he  had  not  known  they 
were  such  masters  at  the  art  of  hospitality,  and  he  was  sure 
all  the  guests  present  would  join  him  in  saying  what  an 
exceedingly  pleasant  evening  they  had  had.  They  had 
enjoyed  themselves  to  this  extent,  that  they  would  like  to 
have  a  little  more.  (Laughter.)  He  hoped,  therefore,  that 
when  they  next  had  one  of  these  delightful  evenings  those 
who  were  responsible  for  that  banquet  would  not  forget 
those  who  were  their  guestd  on  the  present  occasion. 
(Renewed  laughter  and  cheers.) 

Sir  W.  W.  Portal,  Bart.,  said  that  when  on  the  previous 
evening  he  received  a  telegram  asking  him  to  respond  to  the 
toast  of  "The  Guests"  at  that  banquet  the  postscript 
attached  thereto  gave  him  most  profound  consolation  and 
comfort,  for  it  said  that  Lord  Armstrong  would  respond  in 
the  first  instance  to  that  toast.  That  gave  him  a  degree  of 
comfort  which  he  could  not  adequately  express.  His  Lord- 
ship's eloquent  acknowledgment  of  the  toast  rendered  any 
halting  phrases  that  he  might  add  totally  sup)erfluous.  It 
had  been  said  that  a  good  portion  of  human  happiness  con- 
sisted in  being  given  good  books  to  read,  good  wine  to 
drink,  and  good  friends  to  talk  to.  As  to  good  books,  litera- 
ture was  pleasantly  typified  by  the  admirable  menu  of  that 
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banquet.  (Laughter.)  With  regard  to  good  wine,  they  had 
had  plenty  of  it.  (Renewed  laughter.)  And  as  to  good 
friends,  they  had  only  to  look  round  the  tables  and 
remember  that  they  had  there  the  source  of  that  warm 
welcome  and  kindly  hospitality  which  they  so  fully  appre- 
ciated, and  for  which  they  were  so  thoroughly  grateful. 
(Cheers.) 

Lord  Claud  Hamilton  apologised  for  intruding  himself 
on  a  second  occasion,  but  said  he  rose  by  request  to  pro- 
pose that  they  should  drink  the  health  of  the  President. 
Mr.  Peat  and  himself  had  been  associated  in  business 
during  the  past  ten  or  twelve  years,  and  they  had  learned  to 
be  firm  friends  of  one  another.  This  result  had  arisen 
mainly  from  his  appreciation  of  Mr.  Peat's  high  character, 
great  ability,  and  universal  courtesy,  and  he  hoped  the 
feeling  which  he  had  experienced  towards  the  President 
might  be  to  some  extent  reciprocated  on  his  part.  He  was 
bound  to  say  that  during  that  time  Mr.  Peat  had  never 
introduced  to  him  the  subject  of  railway  ton  mileage — 
(laughter)— for,  if  he  had,  that  would  have  produced  a 
cleavage  which,  he  feared,  would  have  lasted  for  ever. 
(Renewed  laughter.)  Might  he  be  allowed  to  say  that  that 
subject  was  a  mere  fad— (laughter)— from  the  north-east, 
and  was  as  deleterious  to  the  railway  interest  of  this 
country  as  were  the  north-eastern  blasts  from  which  they 
had  been  suffering  of  late  ? 

The  toast  was  accorded  musical  honours. 

The  President,  in  replying,  said  he  was  unable  to  find 
words  to  express  his  sense  of  gratitude  for  the  kind  way  in 
which  the  toast  of  his  health  had  been  received.  He  had 
had  the  honour  of  being  associated  with  his  Lordship  in 
business  matters,  and  had  greatly  appreciated  the  advan- 
tage of  his  assistance,  advice,  and  wise  opinions.  He 
trusted  that  in  years  to  come  the  same  relationship  might 
continue.  He  had  the  honour  of  being  President  of  the 
Institute  for  the  present  year,  but  he  wished  to  say  that 
those  who  had  preceded  him  in  that  chair  had  borne  the 
burden  and  heat  of  the  day.  The  Institute  had  attained  a 
position  now  which  was  beyond  any  complaint  which  could 
be  made  against  it,  and  which  forbade  the  possibility  of 
going  backwards.  That  position  had  been  attained  not 
through  the  work  which  he  had  been  able  to  do,  but  through 
that  of  his  predecessors.  He  saw  sitting  near  him  Mr. 
Whinney,  Mr.  Grifl&ths,  Mr.  Waterhouse,  Mr.  Cooper, 
and  other  gentlemen  who  had  brought  the  Institute  up  to 
the  position  which  it  had  the  advantage  of  occupying  at  the 
present  time — a  position  second  to  none,  and  one  absolutely 
required  by  the  commercial  community  of  this  country. 
(Cheers.) 

The  proceedings  then  terminated. 


Council  Meeting:. 

At  a  special  meeting  of  the  Council,  held  on  Wednesday, 
the  ist  May  1907,  at  the  Hall  of  the  Institute,  Moorgate 
Place,  E.C.,  there  were  present:  — 

Mr.  W.  B.  Peat,  President,  in  the  chair ;  Mr.  John  B. 
Ball,  Vice-President ;  and  Messrs.  W.  Ashworth,  J.  W. 
Barber,  J.  H.  Blackburn,  T.  Bowden,  E.  M.  Carter,  Ernest 
Cooper,  Sir  Walter  Fisher,  Messrs.  W.  II.  Fox,  John  Gane, 
A.  H.  Gibson,  T.  Gregory,  J.  E.  Halliday,  J.  S. 
Hamaood-Banner,  M.P.,  D.  Hill,  F.  A.  Jenkins,  H. 
Woodbum  Kirby,  J.  G.  Litton,  J.  Mather,  A.  O.  Miles, 
F.  W.  Pixley,  W.  Plender,  T.  G.  ShutUeworth.  W.  A. 
Stone,  Edwin  Waterhouse,  T.  A.  Welton,  T.  Wise,  J.  W. 
Woodthorpe,  and  F.  J.  Young. 

The  following  person  ceased  to  be  a  member  of  the 
Instittute: — 

Mr.     WilUam    Teasdale,    A.C.A.,    44    WaU     Street, 
New  York,  U.S.A. 
At  the  ordinary  meeting  of  the  Council,  held  at  tbe  con- 
clusion of  the  special  meeting. 
The  Secretary  reported  the  death  of 

Mr.  H.  L.  Atkinson,  A.C.A.,  Wolverhampton. 
It  was  resolved  that  Certificates  of  Practice  be  issued  t ) 
the  following  members  :  — 
Armstrong,  Hugh  Kenneth  (Monkhouse,  Goddard  &  Co.i. 

St.  Nicholas  Chambers,  Newcastle-upon-Tyne. 
Bairstow,  Edgar,  Thorpe  Chambers,  Hustlergate,  Bradford. 
Bennett,  Ethelbert  James,  44  Gresham  Street,  E.C. 
Blease,  Harvey  (Blease  &  Sons),  Fenwick  Chambers,  Fen- 
wick  Street,  Liverpool ;  and  at  London. 
Camm,  William  Unwin  (Camm,  Metcalfe  &  Co.),  Market 

Place  Buildings,  Sbeflield ;  and  at  London. 
Cobley,  George  Hugh  (R.  Seymour  Cobley),  36  Southamp- 
ton Street,  Strand,  W.C. 
Corbidge,  William  Gilling  (Cooper  Corbidge,  Son  &  Co.), 

19A  Coleman  Street,  E.C. ;  and  at  Sheffield. 
Cox,  Harold  Arthur,  5a  8c  53  Cheapside,  E.C. 
Duffield,  Edgar  William  (Duffield  &  Smith),  12  Bennett's 

Hill,  Birmingham. 
Ford,  Arthur  Pelham  (Ford,  Rhodes  &  Ford),  8i  Cannon 

Street,  E.C. 
Greaves,  Alfred  (Colefax,  Head,  Greaves  &  Co.),  2  Alder- 

manbury,  Bradford. 
Ha3rthornthwaite,    Charles    Walter    (Manley,    Haythorn- 

thwaite  &  Co.),  20  Richmond  Terrace,  Blackburn. 
Heninell,  Bemard,  10  Old  Jewry  Chambers,  E.C. 
Hickman,  William  Murhall,   18  &  19  Great  St.   Helens. 

E.C. 
Horsley,  Harold  Richard,  B.A.,  25  Abchurch  Lane,  E.C. 
Jonkinaon,    William    Veevers    (Ibbetson    &    Jenkinson), 
25  Pearl  Assurance  Buildings,  Market  Street,  Bradford. 
John,  Alfred  Owen,  21  York  Street,  Swaosea. 
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Lucas,  Geoige  Henry  (Ernest  B.  Winn  &  Co.),  40  Bennett's 

Hill,  Birmingham. 
Major,     Everard     Pilkington,     3     Temple     Row     West, 

Birmingham. 
Mantle,  John  Dewhirst,  Lloyds'  Bank  Chambers,  Leicester. 
Meares,  Cecil  Stanley,  58  Coleman  Street,  E.C. 
Menzies,  Charles  Reginald  Wood  (Campbell,  Smith  &  Co.), 

Clarence  Buildings,  2  Booth  Street,  Manchester. 
Millons,     Thomas     Arthur     Lauderdale     (Parbyshire     & 

Mil  Ions),    Court   Chambers,    19  Albert   Road,   Middles- 
brough. 
Newson-Smith,   Herbert   Henry    (Newson-Smith,    Lord   & 

Mundy),  37  Walbrook.  E.C. 
I'erks,    John    Hyde    Haslewood    (Baber,    Perks   &    Co.), 

5  Exchange  Buildings,  Com  Street,  Bristol. 
I'lante,  Arthur  Gedge,  Thanet  House,  231  Strand,  W.C. 
Robson,  Thomas  (John  A.  WaJbank  &  Co.),  34  Grey  Street, 

\ewcastle-upon-Tyne. 
Starry,  Gerald  Arthur,  79  Queen  Street,  E.C. 
Street.  John  Gwynne  (J.  H.  Merrett  &  Co.),  15  Colemari 

Street,  F..C. 
Welch,  Wilmot  (Geo.  F.  Clarke,   Welch  &  Co.).  Invest- 
ment  Buildings,  67    Lord    Street,    Liverpool ;    and   at 

Earlestown. 
Whitaker,   Herbert,   Post  Office   Chambers,   Bute  Docks, 

Cardiff. 

A  number  of  applicants  were  admitted  members,  and 
five  Associates  were  elected  to  Fellowship.  A  list  of  those 
who  complete  their  membership  or  Fellowship  by  the  i6th 
in  St.  will  appear  in  our  issue  of  the  i8th  Inst. 

Twenty-Sixth  Annual  Meeting. 


The  T«Arenty-sixth  Annual  General  Meeting  of  the  Institute 
was  held  on  Wednesday,  the  ist  May.  at  the  Hall,  Moorgate 
Place,  E.C,  Mr.  William  Barclay  Peat  (the  President)  in 
the  chair. 

The  Secretary   (Hon.  George  Colville)   read  the  notice 
convening  the  meeting. 
*  The  following  are  the 

REPORT    AND   ACCOUNTS. 

I.— The  Council  have  to  report  that  during  the  year  ended 
31st  December  1906  245  candidates  applied  for  admission  to 
membership,  of  whom  232  were  admitted ;  13  former 
members  applied  for  re-admission,  9  of  whom  were 
re-admitted  ;  35  Associates  were  elected  Fellows,  29  members 
died,  and  15  memt)ers  resigned.  Under  Section  20  of  the 
Charter.  7  members  of  the  Institute  were  excluded  in  conse- 
quence of  non-payment  of  their  certificate  fees  or  subscrip- 
tions, 3  members  for  other  causes,  and  one  admission 
became  void  in  consequence  of  the  entrance  fee  being 
unpaid. 

2.— The  number  of  members  of  the  Institute  on  the 
ist  January  1907  was  3,585.  as  against  3,399  on  the  ist 
January  1906,  being  an  increase  of  186.  The  variation  is 
shown  by  the  following  tabular  statement :  — 
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(^)    35  Associates  in  practice  became  Fellows. 

(h)  147  Associates  not  in  practice  commenced  practice. 

(c)  I  Associate  not  in  England  or  Wales  became  an 

Associate  in  practice. 

(d)  12  Associates  in  practice  became  Associates  not  in 

practice. 

(e)  5  Associates  in  practice  became  Associates  not   in 

England  or  Wales. 
(/)    7  Associates    not   in    England    or    Wales    became 

Associates  not  in  practice. 
ig)    25  Associates  not  in  practice  became  Associates  not 

in  England  or  Wales. 
3. — During  the  year  293  articles  of  clerkship  were  regis- 
tered, as  compared  with  318  during  the  previous  year. 

4.— The  Council  have  held  23  meetings,  and  the  following 
Committees  75  meetings  during  the  year,  viz. : — 
Applications   . .         . .      5    Library  and  Publication    3 
~        '      '  6    Parliamentary  and    Law  13 

1 1  Students  Societies'  Grants   5 

12  Special    and     Sub-Com- 
9        mittees       ..         ..  ii 


Examination  .. 
Finance 

General  Purposes 
Investigation  . . 


75 


5. — Examinations  were  held  during  1906  with  the  follow- 
ing results: — 


Preliminary    . 
Intermediate  . 
Final  .. 
Special  Final  . 


May  and  June 
1906. 

November  and 
December  1906. 

1 
PMMd  FftUed 

Total 
No.  of 
Oandi- 

datM 

PMMd 

FftUed 

Total 

No.  of 

Oandi. 

dates 

• 

186 

120 

105 

2 

49 
66 

185 

186 

174 

8 

553 

105 
122 
108 

7 

54 

58 

82 

6 

159 

180 

190 

13 

363 

190 

342 
363 

200 
190 

642 

May  and  June 

553 

Total 

705 

390 

1096 
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Dr,  Income  and  Expenditure  Account, 


EXPENDITURE. 

£     8    d  £    B     d        £    B    d 
To  BxpaNSBS  OF  MANAOBMBirr: — 

HousekeepiDg,  Fnel,  Lighting,  &o 500  19  11 

Salaries    of    Secretary,    Librarian  and    Clerks, 

and  Pensions           2,455    6    8 

Printing  and  Stationery       840  10    2 

Advertising ISO    4    6 

LawCharges 218  10  11 

Special  Law  Charges 67  17    9 

Railway  Fares  of  Country  Members  of  Council  254  15    0 

Postage  and  Carriage 169  18    8 

Repairs  to  Furniture  and  Fittings 41  18    0 

Repairs  to  Hall  and  Offices 274    7  11 

Report  of  General  Meeting 10    7    0 

Subscription  for  Telephone 20    0    0 

Parliamentary  Returns,  &c.            11  16    0 

Sundries           60  18    4 

4,9i5  19    3  :   5,062    5    5 

.,   Rent,  Rates,  Taxes,  &o.  : — 

Ground  Rent 742    0    0 

Rates  and  Taxes         792    7    6 

Insurance         87  11    0 

Corporation  Duty       8653 

1,654    5    8  1,658    3    9 

„   Depreciation:— 

Furniture  and  Fittings         205  15    0 

Library         186    1  11 

361  10    3  841  16  11 

105    9    3  „  Tbansfeb  to  Hall  and  Officeb — Sinking  Fund  108    4  10 

200    0    0  „  Copies  or  "  The  Acoountant  *'  fob  Disthibution  200    0    0 

,,    Allowance  to  the    Chabtebed  Acoountants 
250    0    0  Students'  Sooiett  of  London  ..        ..  250    0    0 

206  12    6  ,,   Allowances  to  Pbovincial  Students'  Societibs  331  17    6 

.,  Expenses  of  Examinations:— 

231  16    3  Printing,  Stationery  and  Sundries            • .         .  •  224    8    5 

127  18    0                              Advertising       181    0    6 

1,040  19    5                              Examiners*  Fees         1,049  11    7 

25    9    7                              Prises 44  17    0 

1,426  3    3                                                                                                  1,449  17     6 

404    1     6   »  Bbanch  Libbabies 414    2     4 

9,554    1    8 

„     Share  of  Expenses  incurred   by  the  Chartered 
43  15    0  Bodies'  Joint  Committee ..     ».    t> 

9,597  16    8  9,806    8    3 

„  Balance  cabbied  to  Accumulated  Fund: — 
Excess  of  Income  over  Expenditure  for  the  year 
3,178    5    7  ended  dlst  December  1906         8,447    1    8 


Year  ended 

31stDec.l905. 

£     s 

d 

516  10 

6 

2,446  15 

9 

771  18 

8 

137  16 

0 

308    1 

9 

132    4 

9 

265  11 

4 

179  19 

2 

51     8 

6 

29    4 

0 

11  16 

0 

21  11 

5 

8  16 

4 

64    5 

1 

742    0 

0 

792  12 

6 

37  11 

0 

82    2 

2 

227    8 

3 

134    2 

0 

£12,776   2    3  ^13,253    9  11 
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for  the  year  ended' 31st  December  1906,  Cr. 


INCOME. 


Year  ended 
3l8tDec.l905 

£    s    d         £     s    d  £sd£Bd£8d 

Bt  Entbaitob  Fees: — 
21    0    0  1  Fellow  at  20  Guineas..  21    0    0 

220  10    0  86  FeUowB  „  10       „         ..  867  10    o 

2,S73    0    0  290  Assooiates         „  10       „        ..  2.415    0    0 

2fil4  10    0  2,803  10    0 

,,    GsBTiFicATB  Fbbs,  Subsobiftionb,  &o.  : — 

Oertifloate  Fees  :— 

469  Fellows  at    6  Guineas  . .     2,462    6    0 

845        „  „     8        n         ..     1,086  15    0 

6        „  „     2        „         ..  12  12    0 

1        M  „     li      n         ..  1  11    6 

1        „  „     1  Guinea    ..  110 

5,547    8    6  8,564    4    6 

601  Assooiates        „     2  Guineas   ..     1,262    2    0 
968        „  „     1  Guinea     ..     1,016    8    0 

2,157  15    0  2,278  10    0 

Subscriptions: — 

43  Fellows  at    2  Guineas  . .         90    6    0 

1,205  Assooiates       „     1  Guinea    . .     1,265    5    0 

27  .,  .,     J      „  ..         14    3    6 

1,267  18    0  1,869  14    6 


6,963    1    6  7,212    9    0 

1  11    6  „  Fines  on  Bb-adiqssion     ..        ».                                                        10    6 

, ,  ExAioNATioN  Fees  : — 

798    0    0  844  Preliminary  at     2  Guineas..                               722    8    0 

770  14    0  374  Intermediate  „     2        „        ..                               785    8    0 

764    8    0  364  Final               „      2        „         ..                               764    8    0 

16  16    0  22  Special  Final,,      2        „        ..                                46    4    0 

1,104 

2,349  18    0  2,818    8    0 

69    6    0  „  Fees  fob  Gbbtifigatbs  of  Exemption                                            59  17    0 


11.998    7  0  12,394  14    6 

604  17  6  „  Intebest  on  Investments..         ..  608    5    0 

262    0  0  „  HiBE  OF  Booms        211    1    0 

15    8  6  „  Intebest  on  Sums  placed  on  Deposit  86    4    7 

5    9i  3  „  Intebest  on  Sinking  Fund  Investment  8    4  10 


£12,776   2  3  £13,258    9  H 
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6. — Daring  the  year  certificates  of  exemption  from  the 
Preliminary  Examination  were  issaed  to  58  persons  who  had 
passed  equivalent  examinations,  as  compared  with  66  in  the 
previous  year. 

7. — In  accordance  with  the  provisions  of  the  Bye-Laws, 
the  Preliminary  Examinations  were  held  simultaneously  in 
London,  Birmingham,  Manchester,  and  Newcastle-upon- 
Tyne. 

8. — For  the  Final  Examinations  the  Council  awarded 
prizes  and  certificates  of  merit  as  follows : — 
May, 
Certificates  in  OrAer  of  Merit. 

Clinch,  S.  H London. 

Sharp,  R.C.  Carlisle. 

Ismay,  E.  W.  Newcastle-upon- 

Tyne. 

Millward,  R.  T Llandudno. 

Shoveller,  H.  L London. 

Morton,  }.  H.  Newcastle-upon- 

Tyne. 

Ramsden.  W.  D York. 

Horsley,  H.  R.,  B.A London. 

Scott,  A Hyde. 

Jndson,  C Birmingham. 

Novembir. 
Prise  and  First  Certificate  of  Merit, 

Carder,  F.W Dudley. 

Certificates  in  Order  of  Merit. 
Bristol,  C.  F.  . .         . .         •  •     Birmingham. 

Yeoman,  L.  J London. 

Gross,  J.  G Newcastle-upon- 
Tyne. 
Spark,  E.  V.           Newcastle-upon- 
Tyne. 

Raymont,  F.  R Liverpool. 

Bairstow,  E.  Halifax. 

Garratt,  A Great  Yarmouth. 

Wood,  W.  T.,  B.A London. 

Chandler,  G.  L.,  B.A London. 

Anderson.  C.  London. 

Prizes  for  the  Intermediate  and  Preliminary  Examinations 
were  awarded  as  follows: — 

Intermediate. 
May, 

Hare,  M.  L.  T.,  M.A London. 

November. 

Ward,  H.  B London. 

Preliminary.  « 

June. 

Wykes,  P.  R Leicester. 

December. 

Hawley,  H Fenton,  Staffs. 

9. — ^The  Robert  Fletcher  Prize  was  awarded  by  the 
Conncil  as  follows : — 

May. 

Brigham,  B.  H Birmingham. 

November. 
Ward.  H.  B London. 
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10. — During  the  past  year  grants  have  been  made  to  seven 
provincial  Students'  Societies  to  assist  them  in  organising, 
under  the  supervision  of  the  provincial  Societies,  a  more 
extensive  system  of  classes  and  lectures  for  the  assistance 
and  education  of  those  articled  clerks  preparing  for  the 
Institute's  examinations. 

II. — The  number  of  presentations  during  the  year  to  the 
Library  was  31. 
The  attendances  at  the  Library  have  been  as  follows : — 
For  the  year  ended  31st  March  1906        . .      8,203 
„  „  „       1907        ..      7,260 

There  have  been  5,596  attendances  in  the  Members' 
Room,  as  against  4.795  in  the  previous  year. 

12.— The  use  of  the  Library  by  articled  clerks  having,  in 
the  opinion  of  the  Council,  resulted  in  serious  inconvenience 
to  members  generally,  rooms  are  being  furnished  in  the 
basement  in  which  articled  clerks  may  study. 

13. — The  Northern  Institute  of  Chartered  Accountants 
have  kindly  invited  the  Institute  to  hold  an  Autumnal 
Meeting  at  Newcastle-upon-Tyne  on  the  3rd,  4th,  and  5th 
October  next.  The  invitation  has  been  accepted  by  the 
Council,  and  arrangements  are  being  made,  particulars  of 
which  will  be  duly  communicated  to  the  members  of  the 
Institute. 

14. — The  power  conferred  on  the  Council  by  Bye-Law 
35A  to  admit  to  membership  any  person  who  had,  up  to  the 
date  of  his  application,  been  continuously  in  practice  as  a 
public  accountajnt  for  ten  years,  on  condition  that  the 
candidate  passed  the  Final  Examination,  expired  on  the 
31st  December  1906.  Thirty-five  applications  in  all  were 
considered  by  the  Council,  of  which  twenty-five  were 
acceded  to.  Fourteen  of  the  twenty-five  applicants  passed 
the  Final  Examination,  and  were  admitted  to  membership. 

15.— The  Chartered  Societies*  Protection  Bill,  having  for 
its  object  the  provision  of  a  simple  procedure  to  restrain 
unauthorised  persons  from  using  the  professional  designations 
and  distinctive  initials  recognised  by  the  public  as  denoting 
membership  of  these  Societies,  which  was  introduced  in  the 
last  session  of  Parliament,  having  been  opposed,  was 
withdrawn. 

16. — The  Public  Trustee  Act  has  been  passed.  Under  its 
provisions  it  is  the  duty  of  the  Lord  Chancellor  to  make 
rules  for  carrying  into  effect  the  objects  of  the  Act.  These 
rules  will  receive  the  careful  attention  of  the  Council. 

The  Prevention  of  Corruption  Act  has  received  the  Royal 
assent. 

17. — ^The  Limited  Partnership  Bill  and  the  Companies 
Bill  are  receiving  the  careful  attention  of  the  Council. 

18. — Bills  have  recently  been  promoted  in  several 
Colonies  with  the  object  of  obtaining  registration  for 
accountants.  This  subject  is  receiving  the  careful  attention 
of  the  Council  with  a  view  to  securing  for  members  of  the 
Institute  the  right  to  practise  in  any  part  of  His  Majesty's 
dominions. 

19.— In  accordance  with  a  desire  expressed  at  the  last 
Annual  General  Meeting,  the  Council  have  had,  and  still 
have,  under  their  consideration  the  question  of  registration 
for  the  profession. 


602 


THE    ACCOUNTANT 


May  4,  1907. 


20. — ^The  Council  have  pleasure  in  reporting  that  a 
Society  of  Chartered  Accountants  has  been  formed  at 
Leeds. 

21. — A  former  member  who  had  been  excluded  from 
membership  in  consequence  of  the  non-payment  of  his 
annual  certificate  fee,  brought  an  action  against  the  Institute 
on  the  ground  that  he  had  been  improperly  excluded,  and 
claimed  to  be  readmitted.  The  Council  were  successful  in 
resisting  the  claim,  and  also  obtained  an  injunction  restrain- 
ing the  plaintifif  from  continuing  to  describe  himself  as  a 
Chartered  Accountant,  together  with  an  order  requiring  him 
to  deliver  up  his  certificate  of  membership  in  accordance 
with  Bye-Law  io8. 

Notice  of  appeal  has  been  given. 

22. — In  an  action  brought  by  the  Institute  against  certain 
persons,  who  were  officers  of  a  non-incorporated  Society 
called  *'The  Institute  of  Accountants,"  the  Council  were 
successful  in  obtaining  a  perpetual  injunction  restraining 
the  defendants  from  carrying  on  business  in  that  name  or  in 
any  other  name  so  nearly  resembling  the  Institute's  name, 
or  in  any  such  manner  as  to  deceive  or  lead  to  the  belief 
that  such  businew  was  that  of  or  in  any  way  connected 
with  that  of  the  Institute. 

23.— Some  questions  submitted  by  the  Bankruptcy  Law 
Amendment  Committee  appointed  by  the  President  of  the 
Board  of  Trade  to  inquire  into  and  report  upon  the  effect  of 
the  laws  in  force  in  the  United  Kingdom  •  in  relation  to 
Bankruptcy,  Deeds  of  Arrangement,  and  Compositions  by 
insolvent  debtors  with  their  creditors,  and  the  prevention 
and  punishment  of  frauds  by  debtors  on  their  creditors, 
were  replied  to  by  the  Council,  and  Mr.  A.  O.  Miles,  F.C.A., 
gave  evidence  before  the  Committee  in  support  of  the 
Council* s  views. 

24. — ^The  Council  regret  to  have  to  record  the  death  of 
Mr.  Adam  Murray,  F.C.A.,  Manchester,  who  was  Vice- 
President  of  the  Institute  from  June  1889  to  June  1890. 
The  vacancy  has  been  filled  by  the  election  of  Mr.  John 
George  Litton,  F.C.A.,  Manchester. 

A  vacancy  resulting  from  the  resignation  of  Mr.  C.  H, 
Wade,  F.C.A.,  Manchester,  an  original  member  of  the 
Council,  has  been  filled  by  the  election  of  Mr.  John 
Mather,  F.C.A.,  Manchester. 

25. — The  Council  regret  to  announce  the  death,  on  the 
5th  of  February  last,  of  Mr.  W.  G.  Howgrave,  who  was 
Secretary  of  the  Institute  from  its  incorporation  until 
September  1899. 

26. — The  following  members  of  the  Council  retiring  under 
Bye-Law  4  are  eligible  for  re-election : — 
Thomas  Bowdbn, 
Ernest  Edmonds, 

John  Sutherland  Harmood-Banner, 
Horace  Woodburn  Kirby, 
George  Walter  Knox, 
William  Barclay  Peat, 
Francis  William  Pixlby, 
William*  Alfred  Stone, 
Edwin  Waterhouse. 


27.— The  Auditors.  Mr.  Gerard  van  de  Linde,  F.C.A.. 
and  Mr.  Edward  Hobbs,  F.C.A.,  retire  in  conformity  with 
Bye-Law  no,  but  are  eligible,  and  offer  themselves,  for 
re-election. 

28.— The  accounts  of  the  past  year,  duly  audited,  are 
annexed  to  this  report. 

Wm.  B.  Peat, 

PresidsiU. 
10th  April  1907. 


President's  Address. 


The  record  of  the  past  year  in  the  history  of  our 
Institute  will  be  found  marked  by  the  continued  steady 
progress  in  the  number  of  our  members. 

Our  influence  in  the  business  world  and  the  deservedly 
high  reputation  of  our  members  has  not  diminished. 

The  commerce  of  the  United  Kingdom  in  which  we  are 
so  much  interested  appears,  from  the  Board  of  Trade  returns, 
to  show  most  marked  development  both  in  our  imports  and 
our  exports ;  resulting  in  the  percentage  of  unemployed  oi 
members  of  trade  unions  making  returns  to  the  Board 
of  Trade  falling : — 

From  56  per  cent,  in  March  1905, 
to     3-9*      „  „  1906, 

to     3-6        „  „  1907. 

Strangely  enough  London  does  not  seem  to  have  partici- 
pated to  the  same  extent  as  the  provinces  in  the  wave  of 
prosperity  disclosed  by  the  Board  of  Trade  Returns.  High 
bank  rates,  depreciation  in  investments,  the  unrest  in  the 
Transvaal,  the  influx  of  aliens,  may  all  have  their  share 
in  the  less  satisfactory  conditions  prevailing  in  London  as 
compared  with  the  provinces. 

Not  only  have  London  tradespeople,  depending  00 
prosperity  for  abundant  demand,  suffered,  but  the  numbers 
of  work-people  in  London  who  vary  between  partial  employ- 
ment and  unemployment,  have  not  seriously  lessened  in  the 
past  three  years  as  will  be  seen  from  the  figures  I  am  abcmt 
to  quote  relating  to  Metropolitan  pauperism. 

On  30th  March  1907  the  number  of  Paupers  in  London 

was  120,144 
1906  „  ,.         „  123,145 

1905  ..  M         ..  iao.552 

«  A  decrease  of  3,000  in  1907  as  compared  with  1906. 
The  figures  of  1907  and  1905  are  practically  the  same. 

The  Bankers'  Clearing-House  returns  show  a  volume  of 
business  which  indicates  an  abounding  prosperity  in  oar 
industrial  organisations  reaching  the  enormous  total  last 
year  of  12,711  millions  sterling,  an  increase,  as  compared 
with  the  previous  year,  of  3}  per  cent. 

I  dQ  not  forget  the  fact  that  these  Clearing-House  returns 
include  Stock  Exchange  and  other  transactions  which  only 
indirectly  affect  the  turnover  of  our  industries. 
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When  we  come  to  consider  that  the  commerce  of  the 
country  is  for  the  most  part  the  subject  of  audit,  and  that 
to  a  preponderating  extent  that  audit  is  conducted  by 
members  of  our  Institute,  we  shall  realise  that  the  greatest 
of  our  interests  is  the  prosperity  of  the  nation  and  the 
Empire. 

It  has  been  said  that  the  professional  accountant  lives  on 
the  misfortunes  of  others,  but  like  many  trite  sayings,  that 
is  to  a  large  extent  devoid  of  truth. 

There  was  a  time  when  bankruptcies  and  liquidations 
required  a  much  larger  share  of  the  attention  of  our  pro- 
fession than  is  the  case  at  the  present  time. 

Successive  measures  of  legislation,  referred  to  in  previous 
observations  of  those  who  have  occupied  this  chair,  have  to 
a  considerable  extent  removed  the  administration  of  bank- 
ruptcies, and  in  a  less  measure  of  liquidations  of  public 
companies,  from  the  hands  of  the  professional  trustees  and 
liquidators  to  those  of  the  officials  of  the  Board  of  Trade. 

However  loudly  we  may  state  that  the  legislation  should 
not  be  directed  to  take  away  the  means  of  living  and  the 
income  from  any  professional  or  industrial  class,  yet  the 
fact  is  that  Parliament  has  seen  fit  to  pass  such  measures, 
and  we  as  an  Institute,  in  the  interests  of  our  members,  and, 
as  we  think,  in  the  interests  of  the  commercial  community, 
may  surely  continue  on  every  legitimate  occasion  to  protest 
against  laws  of  that  character. 

In  regard  to  the  progress  of  our  Institute,  although  that 
has  been  a  theme  which  has  interested  every  one  of  my  pre- 
decessors, it  is  a  subject  that  is  ever  fresh  and  of  abiding 
interest,  and  I  venture  to  refer  to  it  again. 

It  is  a  remarkable  fact  that  during  a  business  lifetime  of 
less  than  thirty  years  the  professional  accountant  in 
England  has  evolved  from  his  predecessors,  who  in  many 
cases  interested  themselves  in  other  pursuits  than  account- 
ing, and  many  were  working  as  units  free  from  discipline 
of  a  corporate  character,  and  devoid  of  the  education  now 
an  essential  for  those  who  seek  to  enter  our  profession. 

The  Institute  commenced  its  career  with  a  modest 
membership  of  599  twenty-seven  years  ago ;  to-day  we  are 
3,662.  which  does  not  include  students,  but  does  include 
those  who  have  proceeded  to  our  Colonial  Empire  and 
elsewhere. 

The  distribution  of  our  members  is  as  follows: — 
3,443  in  Great  Britain, 
113  in  our  Colonies  and  Dependencies, 
59  in  the  United  States  of  America, 
47  in  other  countries, 
and,  with  a  small  percentage  of  exceptions,  they  are  all  in 
practice  as  Chartered  Accountants,  or  as  clerks  to  Chartered 
Accountants. 

We  have  now  no  loophole  by  which  men  can  become 
members  of  our  Institute  without  passing  through  the  ordeal 
of  examination,    unless,    indeed,    they   comply   with   the 


foundation  of  our  Charter  as  having  been  engaged  in 
accountancy  at  the  date  of  the  Charter ;  and  I  think  I  may 
say  with  almost  certainty  that  there  are  none  left  who  are 
now  likely  to  base  a  claim  for  membership  on  an  associa- 
tion with  our  profession  twenty-seven  or  more  years  ago. 

The  numbers  of  our  members  seeking  employment  out  of 
England  and  Wales  are  greater  than  at  any  previous  time  in 
the  history  of  the  Institute,  and  we  have  reason  to  encourage 
opportunities  of  this  character  for  the  employment  of 
our  members. 

It  is,  in  my  opinion,  in  the  interests  of  our  members  that 
we  should  hold  the  same  relationships  to  Colonial  industry 
as  our  members  in  this  country  hold  with  regard  to  the 
commerce  of  this  country ;  and  that  is  best  to  be  attained  by 
the  establishment  of  our  members  in  those  countries,  and 
the  opportunity  to  take  articled  clerks  with  facilities  for 
examination  locally,  if  this  can  be  conceded. 

I  regret  to  say  that  death  has  removed  from  the  Council 
Mr.  Adam  Murray,  of  Manchester,  who  was  a  Vice- 
President  of  the  Institute. 

Mr.  Murray's  great  name  and  reputation  was  not  alone 
confined  to  Manchester,  or  to  those  who  knew  him  inti- 
mately and  personally.  A  man  of  ripe  experience,  always 
ready  to  place  that  experience  unreservedly  at  the  disposal 
of  the  younger  members  of  the  profession,  he  is  a  loss 
to  the  profession  and  to  the  Council  of  which  he  was  an 
honoured  member. 

We  have  lost  by  resignation  another  original  member  of 
the  Council  in  Mr.  C.  H.  Wade,  of  Manchester,  who  found 
it  inconvenient  to  make  the  frequent  attendances  in  London 
necessary  for  the  business  of  the  Council.  The  Council 
regretted  losing  the  services  of  Mr.  Wade,  but,  in  the 
circumstances,  accepted  his  resignation. 

These  vacancies  have  been  filled  up  by  the  appointment 
of  two  well-known  men,  specially  representing  Manchester, 
in  the  persons  of  Mr.  John  George  Litton,  F.C.A.,  and  Mr. 
John  Mather,  F.C.A. 

In  the  twenty-seven  years  of  our  existence  it  will  be  found 
from  the  Balance  Sheet  appended  to  the  Report  that  we 
have  accumulated  a  fund  of  over  £67,000,  which,  to  the 
extent  of  nearly  ^45,000,  is  represented  by  the  Hall  and 
Offices,  Library,  Furniture  and  Fittings,  the  remainder  by 
Cash  and  first-class  Securities. 

The  expenses  of  management  in  the  year,  as  compared 
with  last  year,  do  not  show  any  very  important  variations. 

There  are  various  items  of  increase  amount- 
ing to    ;f  325    5     7 

There  are  various  items  of  decrease  amount- 
ing to    218  19    5 


giving  a  net  increase  of /lo^    6    2 

The  increases  are  very  easily  explainable  : 

Printing  and  Stationery  has  gone  up  £6&  as  compared 
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with  last  year,  which  entirely  arises  from  the  increased  cost 
of  the  list  of  members.  Repairs  to  the  Hall  and  Offices  are 
up/245  3s.  I  id.,  arising  from  the  periodical  painting,  &c., 
of  portions  of  the  inside  of  the  buildings. 

The  decreases  are  small  amounts,  except  Law  Charges, 
which  vary  according  to  the  legal  business  in  which  the 
Council  is  engaged. 

There  are,  in  addition,  other  increases  in  the  expenditure, 
such  as  Allowances  to  the  Provincial  Societies — increase,  as 
compared  with  1905,  of  /125  5s. 

This  is  not  an  unfavourable  feature  in  the  accounts  of  our 
Institute,  because  the  Council  only  help  those  Student 
Societies  who  help  themselves,  and  therefore  a  grant  from 
the  Institute  funds  implies  that  the  students  have  from 
some  other  source  produced  a  substantial  amount  for  the 
advancement  of  their  education. 

Taking  all  expenses  into  account  the  grand  total  of  the 
increase  in  1906,  as  compared  with  1905,  is  £208  iis.  yd. 

The  income,  on  the  other  hand,  shows  an  increase  of 
;f477  7s.  8d.,  chiefly  arising  from  entrance  and  certificate 
fees  and  interest  on  investments  and  deposits. 

The  hire  of  rooms  is  less  by  £4$  19s.,  consequent  on 
certain  of  the  rooms  hitherto  let  being  now  used  for  the 
purposes  of  the  Institute,  and  certain  rooms  in  the  basement 
being  furnished  in  which  articled  clerks  may  study. 

The  latter  arrangements  are  of  assistance  to  our  students 
and  of  convenience  to  our  members,  who  have  hitherto 
found  the  Library  of  the  Institute  at  times  inconveniently 
crowded  by  articled  clerks  preparing  for  the  examinations. 

The  rooms  in  the  basement,  when  ready  for  use  by  the 
students  in  a  few  weeks'  time,  will  place  the  Library  at  the 
exclusive  use  of  members. 

It  will  be  observed  that  the  articled  clerkships  recorded 
during  the  year  were  293. 

For  comparison  I  give  you  the  number  of  articles  of 
clerkship  registered  in  each  year  for  the  previous  five 
years : — 

1901 248 

1902 289 

1903 244 

1904 258 

1905 318 

an  annual  average  of  271,  as  compared  with  293  for  last  year. 
It  may  be  useful  here  to  record  the  fact  that  upon  four 
Government  Departmental  Committees  members  of  our 
Institute  have  been  called  upon  to  act  with  the  view  to 
legislation  on  subjects  afifecting  the  profession. 
I  refer  to : — 

The  Committee  to  consider  the  system  of  Income  Tax,  on 
which  the  late  Mr.  Adam  Murray  gave  most  useful  and 
efiective  assistance. 
The  Committee  to  consider  amendment  of  the  Companies 


Acts,  upon  which  Mr.  Edwin  Waterhouse,  past  Presi- 
dent of  the  Institute,  has  given  assistance. 
The  Committee  to  consider  the  system  on  which  Accounts 
of  Municipal  or  Local  Authorities  are  kept,  in  which 
Mr.  John  Gane,  past  President,  was  occupied,  and  the 
report  of  this  Committee  has  not  yet  been  made  public. 
The  Committee  to  consider  amendment  of  the  Bankruptcy 
Laws,  upon  which  I  have  the  honour  to  take  part,  and 
which  has  not  yet  reported. 
A  knowledge  of  the  system  of  income-tax  and  practice  of 
the  Surveyors  and  Commissioners  is  essentially  necessary 
for  our  members  for  the  proper  direction  of  our  clients 
through  the  thorny  mazes  of  the  income-tax  law  and  for 
the  preparation  of   income-tax  returns  on  behalf   of  our 
clients. 

Without  that  knowledge  on  our  part,  applied  to  the 
assistance  of  our  clients,  they  may  very  easily  be  found  to 
pay  more  than  they  can  be  legally  called  on  to  pay,  or  fail 
to  get  a  return  of  over-payments  to  which  they  would  be 
entitled  on  a  correct  rendering  of  accounts  for  income-tax. 
The  Income  Tax  authorities,  I  believe,  are  prepared  to 
accept  a  statement  for  the  purpose  of  taxation,  certified  by 
a  member  of  our  Institute  as  regards  questions  of  account. 

There  is  a  very  great  deal  to  be  done  in  the  interests  of 
our  clients  in  understanding  and  appreciating  the  income- 
tax  law,  the  intricacies  of  its  administration,  and  the 
decisions  in  the  leading  cases,  and  I  commend  this  study  to 
those  of  our  members  who  are  seeking  a  useful  sphere  of 
additional  employment. 

As  regards  the  Companies  Acts,  the  Bill  submitted  to 
Parliament  resulting  from  the  recommendations  of  the 
Committee  contains  many  important  features  intended  to 
assist  the  industries  of  the  country,  to  minimise  the  oppor- 
tunities of  the  fraudulent,  to  encourage  the  best  men  to 
interest  themselves  in  the  management  and  direction  of 
public  companies,  and  to  give  diminishing  scope  to  the 
theorist,  the  attainment  of  whose  objects  is  not  always 
consistent  with  the  advancement  of  the  trade  of  the  country. 
The  man  who  prefers  to  invest  in  a  speculation  of  a  risky 
character,  or  m  a  business  of  which  he  knows  little  and  as  to 
which  he  has  made  insufficient  or  no  inquiries,  must  look^for 
a  proportion  of  losses  and  other  risks  incident  to  commerce 
of  this  charater. 

As  long  as  big  dividend  possibilities  are  held  out,  and  as 
long  as  we  have  a  speculative  public,  so  long  will  men  be 
found  to  take  the  risk  of  a  speculative  investment  in  prefer- 
ence to  a  less  dividend  well  secured.  And  the  unfortunate 
shareholder  in  an  unsuccessful  concern  is  apt  to  blame 
directors,  officials  and  managers,  and  sometimes  auditors ; 
forgetting  that  even  in  an  unprofitable  company,  standing 
charges  run  on,  machinery  and  plant  which  may  be  found 
useless  are  purchased,  development  work  which  turns  out 
unsuccessfully  is  proceeded  with,  and  the  whole  of  the  cash 
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subscribed  capital,  and  a  good  deal  more,  may  disappear  in 
expenditure  purely  legitimate  and  right,  laid  out  according 
to  the  wisdom  of  those  whom  the  shareholders  place  in 
charge  of  their  property. 

An  important  change  recommended  in  the  Bill  to  be 
brought  before  Parliament  is  authority  to  a  company  to 
issue  its  shares  at  a  discount,  and  to  pay  interest  on  capital 
expended  on  construction  of  works,  &c..  during  construction 
and  under  certain  safeguards  set  out  in  the  Bill. 

On  this  subject  practice  has  hitherto  varied.  We  find 
that  certain  parliamentary  companies  are  entitled  to  issue 
shares  at  a  discount.  They  are  entitled  to  pay  interest  on 
capital  to  the  extent  authorised  by  Parliament  during  con- 
struction of  the  works. 

In  regard  to  the  companies  incorporated  under  the 
Companies  Acts  the  procedure  is  different.  Whatever  its 
needs,  such  a  company  may  not  issue  shares  at  a  discount 
nor  may  it  pay  interest  during  construction  on  its  share 
capital.  In  the  result  objectionable  modes  of  finance  are 
sometimes  resorted  to. 

The  company  borrows  on  onerous  terms,  possibly  giving 
the  lender  in  addition  to  his  interest  some  participation  in 
the  profits  to  the  prejudice  of  existing  shareholders.  While 
in  regard  to  interest  on  share  capital  during  the  construction 
of  a  works.  I  fail  to  see  why  within  certain  safeguards  a 
shareholder  should  not  receive  interest  during  the  necessary 
period  before  the  manufacture  in  which  he  is  interested 
becomes  revenue  earning. 

The  great  safeguard  in  all  such  cases  is  :— 

That  if  shares  are  issued  at  a  discount  it  should  be  done 
with  publicity. 

That  interest  paid  on  capital  during  construction  should 
be  limited  by  the  prospectus  and  the  articles  of  associa- 
tion to  a  defined  period,  a  maximum  amount,  and  a 
fixed  rate  of  interest. 

Similar  information  should  be  on  the  file  at  Somerset 
House  for  the  information  of  the  public. 

Legislation  should  proceed  on  lines  to  yield  the  greatest 
benefit  and  facilities  to  trade :  the  protection  of  the  individual 
{torn  an  unwise  judgment  on  his  own  part  is  impossible. 
It  is  also  impossible  to  protect  him  from  the  risks  incident 
to  a  speculative  investment,  and  from  the  consequences  of 
investing  in  a  business  of  which  he  knows  nothing  and  in 
regard  to  which  he  makes  insufficient  inquiries. 

The  Council  are  giving  the  Bill  attention,  and  there  are 
other  amendments  which  it  is  hoped  will  receive  favourable 
attention  by  the  Legislature. 

You  will  observe  from  the  report  that  the  Northern 
Institute  of  Chartered  Accountants  have  invited  the  Institute 
to  hold  an  Autumnal  Meeting  at  Newcastle-upon-Tyne  on 
the  3rd,  4th,  and  5th  October. 

On  a  former  occasion  (in  1890)  we  had  the  pleasure  of 
accepting  the  invitation  of  that  budy. 


I  am  sure  those  who  were  present  on  that  occasion  have  a 
lively  recollection  of  the  interesting  visit  made  to  T3meside 
and  the  hospitality  of  our  friends  in  the  North.  I  trust 
that  a  very  large  attendance  of  members  will  find  their  way 
to  the  metropolis  of  the  North  on  the  occasion  in  question. 
At  the  last  Annual  General  Meeting  a  notice  of  a  pro- 
posal was  put  forward  to  the  following  efifect  in  relation  to 
registration  for  the  profession : — 

"  That  no  further  delay  should  take  place  in  securing 
the  registration  of  all  public  accountants  and  in  pro- 
viding that  the  members  of  the  Institute  and  Society  of 
Accountants  and  Auditors  shall  retain  their  present 
distinctive  titles,  and  that  the  Council  of  the  Institute 
take  such  necessary  steps  to  promote  a  Bill  in  Parliament 
as  shall  ensure  this  desirable  object.*' 
This  notice  was  withdrawn  on  the  understanding  that  the 
Council  would  take  into  consideration  the  subject-matter  of 
the  notice. 

The  views  of  the  Liverpool  Society,  the  Manchester 
Society,  and  the  Birmingham  Society  of  Accountants  have 
been  expressed  to  the  Council  in  favour  of  some  system  of 
registration  for  the  profession,  and  the  Council  are  engaged 
in  the  consideration  of  the  subject.  It  is  known  that 
legislation  of  this  character  could  be  most  successfully 
introduced  in  co-operation  with  other  professional  accoun- 
tants, and  the  Council  has  had  a  Committee  engaged  in 
conference  with  a  Committee  of  the  Society  of  Accountants 
and  Auditors,  but  the  labours  of  this  body  are  not  yet  in  a 
sufficiently  advanced  state  to  be  submitted  to  the  Council. 

The  growth  of  the  profession  has  encouraged  men  who 
are  not  available  for  admission  either  into  the  Institute  or 
the  Society  to  establish  themselves  as  professional  accoun- 
tants with  such  qualifications  for  the  duties  they  seek  to 
discharge  as  they  possess,  with  no  responsibilities  to  the 
disciplinary  measures  of  an  organised  body,  with  no  pro- 
fessional etiquette  to  regulate  their  conduct,  and  without  the 
advantage  of  the  training  and  experience  necessary  for  the 
efficient  discharge  of  the  duties  which  the  public  entrust  to 
the  professional  accountant. 

In  my  opinion  it  is  not  the  demand  of  the  profession  which 
will  bring  about  legislation  to  limit  the  right  of  a  man  to 
describe  himself  as  a  professional  accountant,  but  the 
insistence  of  the  public  that  those  who  undertake  the  duties 
of  a  public  accountant  shall  be  qualified  to  discharge  them  ; 
shall  be  subject  to  the  discipline  of  an  organised  body  ;  and 
shall  not  be  permitted  to  discharge  these  onerous  duties 
unless  he  has  been  proved  by  previous  examination  or  by 
experience  to  be  equal  to  the  task  which  he  undertakes. 

In  promoting  registration  for  the  profession,  in  my 
opinion  we  shall  only  be  seeking  what  the  public  require  ; 
and  if  we — far  and  away  the  most  important  body  of  public 
accountants — fail  to  grasp  the  opportunity,  the  privilege  of 
doing,  so  will  pass  from  us,  and  we  may  ultimately  find 
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ourselves  unwilling  followers,  and  not  leaders  in  the  path  of 
progress,  compelled  to  criticise  and  not  to  formulate  the 
basis  upon  which  legislation  for  the  profession  may  be 
sought. 

What  we  should  seek  in  such  a  measure  of  registration 
is  to  protect  the  right  of  our  members  to  the  use  of  the  title 
Chartered  Accountant,  and  to  prohibit  its  unauthorised  use ; 
that  all  Chartered  Accountants  now  in  existence  or  hereafter 
admitted  shall  be  registered  and  entitled  to  practise  as 
Chartered  Accountants ; 

That  a  summary  method  of  dealing  with  those  who 
pretend  to  be  Chartered  Accountants  and  are  not,  shall  be 
provided  in  the  legislation  ; 

That  the  administration  of  our  Institute  shall  remain  in 
the  hands  of  the  members  of  the  Institute ; 

That  those  who  have  been  excluded  from  membership  of 
our  Institute  shall  cease  to  be  entitled  to  practise ; 

That  none  but  those  who  are  registered  as  professional 
accountants  shall  be  entitled  to  practise  as  such. 

I  am  quite  aware  that  registration  is  not  a  panacea  for  all 
evils,  and  there  must  be  on  the  register,  to  begin  with,  men — 
who  are  at  present  practising — who  are  not  members  of  any 
well-recognised  body  of  accountants  ;  but  such  was  the  case 
twenty-seven  years  ago  when  our  Institute  was  formed,  and 
such  it  will  be  again  if  a  register  of  professional  accountants 
is  established  by* Parliament. 

In  course  of  years  the  inefficient  will  die  out,  and  the 
register  will  in  time  contain  only  the  names  of  those  who 
have  proved  their  claims  to  public  confidence,  while  the 
Institute  of  Chartered  Accountants,  retaining  its  organisation 
and  examinations,  will  still  remain  the  leading  body  of 
professional  accountants. 

The  members  of  our  Institute  fourteen  years  ago  decisively 
objected  to  a  proposal  for  registration  on  the  conditions 
then  accompanying  the  proposition. 

The  Society  of  Accountants  and  Auditors  then  numbered 
five  or  six  hundred  members :  they  are  now  about  2,000 
members.  The  Chartered  Accountants  were  then  about 
1,900  members ;  they  are  now  over  3,600  members. 

The  circumstances  fourteen  years  ago  which  called  for 
registration  call  more  loudly  for  it  to-day ;  and  members  of 
our  Institute  who  held  aloof  from  the  proposal  fourteen  years 
ago,  may  not  be  adverse  to  a  system  of  registration  which 
does  not  involve  amalgamation. 

Before  any  legislation  is  promoted  for  registration,  the 
views  of  the  members  must  be  ascertained,  but  as  far  as  I 
can  gauge  those  views,  and  as  far  as  they  are  voiced  by 
such  important  centres  as  Liverpool,  Manchester,  and 
Birmingham,  and  subject  to  sufficient  safeguards  for  the 
preservation  of  the  Institute,  its  continued  administration  by 
its  members,  and  the  due  protection  of  our  title  of  Chartered 
Accountant,  these  views  are  favourable  to  registration. 


Several  of  our  Colonies  have  taken  steps  to  obtain  regis- 
tration of  professional  accountants,  and  amongst  them  the 
Transvaal,  where  unfortunately  those  who  promoted  the  Bill 
have  introduced  restriction  against  practice  in  the  Colony  by 
non-resident  professioqal  accountants. 

Legislation  which  excludes  the  free  right  of  members  of 
our  Institute  to  go  anywhere  and  to  any  country  in  discharge 
of  their  duties  does  not  commend  itself  to  the  Council. 

Representations  have  been  made  to  the  Council  of  the 
Transvaal  Society  and  explanations  received,  and  further 
representations  have  been  made  to  the  Colonial  Office,  but 
the  correspondence  has  not  yet  arrived  at  a  definite  result. 

In  addition  to  the  Transvaal,  the  following  Colonies  have 
taken  steps  towards  registration  for  the  profession  : — 
New  South  Wales, 
Natal. 

New  Zealand, 
Tasmania ; 
and  in  each  instance  the  Council  have  watched  the  character 
of  Bills  brought  into  the  Colonial  Legislatures  for  this 
purpose,  and  the  Council  will  in  every  case  use  the  utmost 
means  in  its  power  to  secure  for  members  of  the  Institute 
the  right  to  practise  in  any  part  of  His  Majesty's 
dominions. 

I  congratulate  the  Chartered  Accountants  of  Leeds  and 
district  in  attaining  the  formation  of  a  local  Society,  and 
wish  it  a  prosperous  and  useful  career.  All  local  Societies  have 
a  great  educational  mission  for  the  benefit  of  our  students, 
they  assist  in  maintaining  a  high  standard  of  professional 
etiquette,  and  good  fellowship  is  encouraged  by  the 
periodical  meetings  of  the  members,  and  they  are  of 
assistance  to  the  Council  in  administering  the  affairs  of  the 
Institute. 

The  Council  found  it  necessary  to  raise  an  action  against 
certain  persons  who  were  officers  of  a  non-incorporated 
society  called  ' '  The  Institute  of  Accountants. ' '  This  is  one 
of  a  class  of  societies  bound  to  increase  in  number  unless  a 
Bill  for  registration  becomes  law. 

This  particular  society  adopted  a  name  so  nearly 
resembling  our  own  that  we  were  compelled,  in  the  interests 
of  our  members,  to  take  action  against  it,  which  we  did 
successfully. 

We  have  also  been  engaged  in  a  successful  litigation 
against  a  former  member,  who  was  excluded  from  member- 
ship for  non-payment  of  fee. 

He  asserted  his  right  to  continue  to  describe  himself  as  a 
Chartered  Accountant  notwithstanding  exclusion,  and  the 
Council  obtained  an  injunction  prohibiting  his  doing  so,  and 
requiring  him  to  give  up  his  certificate  of  membership.  An 
appeal  has  been  lodged  by  him. 

Dealing  with  the  legislation  of  the  past  year,  the  Public 
Trustee  Act  has  become  law. 
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With  the  active  assistance  of  Mr.  Harmood-Banner,  M.P., 
a  past  President  of  the  Institute,  and  other  members  of 
Parliament,  a  clause  was  introduced  in  the  measure  provid- 
ing, in  certain  circumstances,  for  the  audit  of  accounts  and 
securities  of  a  trust  by  a  solicitor  or  professional  accoun- 
tant, provided  that  such  an  investigation  or  audit  shall  not 
be  required  within  twelve  months  after  any  such  previous 
investigation  or  audit,  and  that  a  trustee  or  beneficiary  shall 
not  be  appointed  under  this  section  to  make  an  investiga- 
tion or  audit. 

This  was  not  the  full  measure  of  the  Council's  aims  as 
regards  this  legislation,  but  we  must  appreciate  the 
recognition  by  Parliament  that  the  selection  of  auditor  is 
limited  as  described — nor  can  we  say  that  the  audit  of 
securities  by  solicitors  is  not  in  certain  cases  a  necessity.  I 
venture  to  express  the  opinion  that  had  a  register  of 
professional  accountants  been  already  legalised  the  selection 
of  the  professional  auditor  would  have  been  by  the  Act 
limited  to  those  on  the  register,  which  would  have  been  an 
additional  safeguard  to  the  public  and  of  advantage  to 
the  profession. 

The  Limited  Partnership  Bill  referred  to  in  the  report  of 
the  Council  appears  to  be  a  branch  of  the  law  relating  to 
limited  liability  companies. 

It  may  be  said  that  the  effect,  if  passed  into  law  in  its 
present  form,  will  be  to  enable  a  firm  to  trade  under  limited 
liability  without  the  safeguards  to  the  public  provided  by 
the  Acts  relating  to  limited  companies. 

There  is  much  to  be  said  against  this  form  of  trading,  and 
the  Bill  will  no  doubt  receive  much  criticism  from  this  point 
of  view.  The  Council  will  carefully  watch  the  progress  of 
the  measure  in  the  interests  of  the  public  and  the  profession. 

It  is  with  regret  that  I  record  the  death  of  Mr.  Howgrave, 
the  first  Secretary  of  the  Institute,  who  remained  the  Sec- 
retary from  1880  to  1899 — rather  more  than  nineteen  years. 

I  have  very  much  satisfaction  in  acknowledging  and 
expressing  my  obligations  to  the  Secretary  and  the  members 
o(  the  staff  for  their  assistance  during  my  year  of  ofl&ce. 


I  now  move  that  the  report  and  accounts  be  received  and 
adopted .     (Applause . ) 

Mr.  John  Ball  Ball  (Vice-President)  said  that  the 
address  of  the  President  had  been  so  comprehensive  that  he 
would  simply  limit  himself  to  seconding  the  resolution,  which 
he  did  with  much  pleasure. 

Mr.  Charles  Comins,  F.C.A.  (London),  said,  before 
the  resolution  was  put  he  wished  to  say  a  few 
words  upon  the  report.  Some  fifteen  years  ago,  when 
the  President  was  elected  to  the  Council,  he  quite 
remembered  the  circumstance,  and  as  he  took  some 
part  in  the  election  he  would  like  to  be  amongst 
the  first  of  those  in  the  body  of  the  room  to  congratulate 
him  on  his  successful  year  of  office,  and  to  thank  him 


for  the  zeal  and  activity  which  he  had  shown  in  the  interests 
of  the  profession  during  the  past  year  and  during  the  whole 
period  he  had  served  as  a  member  of  the  Council. 
(Applause.)  They  had  noticed  the  liberality  and  generosity 
which  Mr.  Peat  had  displayed  in  the  interests  of  the 
profession,  and  they  took  this  as  an  earnest  of  the  consuming 
zeal  which  he  had  in  the  general  welfare  of  the  profession, 
and  he  (the  speaker)  trusted  that  many  others  might  be  able 
to  follow  the  President's  example  in  future.  The  report 
and  accounts  submitted,  one  must  admit,  were  extremely 
satisfactory,  but  there  was  one  omission  in  the  report 
which  seemed  to  him  very  significant,  and  he  would 
like  to  be  permitted  to  draw  attention  to  it,  namely, 
in  regard  to  the  question  of  municipal  audits.  During 
the  past  year  that  question  had  been  before  the  public 
mind  with  gr6at  prominence,  and  the  President  had  referred 
in  his  speech  to  the  fact  that  Mr.  Gane  had  been  chosen  as  a 
member  of  the  Committee  appointed  by  the  Local  Govern- 
ment Board  to  consider  this  question.  At  the  same  time  he 
would  like  to  have  seen  some  reference  to  it  in  the  Council's 
report.  It  seemed  to  him  that  this  whole  question  was  now 
in  the  crucible,  and  it  would  be  decided  within  the  next  few 
months,  he  supposed,  whether  Chartered  Accountants  were 
going  to  be  allowed  to  audit  the  accounts  of  municipalities 
and  to  take  a  greater  part  in  these  accounts  than  they  had 
been  allowed  to  do  in  the  past.  He  had  hoped  that  the 
Council — with  all  the  power  of  the  organisation  that  they  had 
in  the  Institute  as  it  now  existed,  and  with  the  added  strength 
of  their  profession  throughout  the  country — would  be  able, 
when  this  question  was  settled,  to  obtain  some  rights  to  their 
members  greater  than  they  had  at  the  present  time.  It  must 
be  admitted  that  the  present  position  of  Chartered  Accoun- 
tants was  altogether  incongruous.  In  the  world  of  commerce 
and  finance,  in  the  Courts  of  Justice,  the  profession  was 
recognised  as  being  a  body  of  gentlemen  most  suited  to  the 
audit  of  accounts,  but  when  they  came  to  consider  the 
attitude  taken  by  Parliament  and  by  the  great  Departments 
of  State,  so  far  as  these  particular  audits  were  concerned, 
the  profession  was  absolutely  ignored.  He  maintained  that 
this  was  a  deplorable  fact  not  only  in  their  own  interests,  but 
in  the  interests  of  the  general  public  and  of  the  nation  at 
large.  There  was  one  other  matter  to  which  he  wished  to 
refer,  and  that  was  the  question  of  Income-tax.  He  did  not 
know  whether  the  Council  intended  to  take  any  action  upon 
it,  but  the  evidence  that  was  given  by  members  of 
the  Institute  before  the  Departmental  Committee  was, 
he  suggested,  extremely  unfortunate.  That  Committee 
reported  and  advised  that  Section  133  of  the  Act  of 
1842  should  be  abolished,  and  that  was  what  the 
Chancellor  of  the  Exchequer,  he  understood,  now 
proposed.  He  submitted  that  the  general  body  of  opinion 
in  the  profession  was  that  so  long  as  an  average  of  years 
existed  for  the  purpose  of  fixing  an  assessment  this  section 
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ought  to  remain — (hear,  hear) — and  it  was  a  gross  injustice 
that  the  section  should  be  abolished,  whilst  at  the  same 
time  maintaining  the  assessment  on  the  basis  of  the  average 
of  the  past  three  years.     (Applause.) 

Mr.  W.  R.  Hamilton,  F.C.A.  (Nottingham),  said  that  the 
accounts  presented  showed  the  usual  prosperous  condition 
of  the  Institute.  There  was  an  item  of  expenditure  on 
examinations  of  ;f  1,449,  and  examination  fees  were  ;f2,3i8, 
showing  on  this  item  that  the  Institute  made  a  profit  of 
some  ;^9oo.  The  fact  that  they  had  made  that  profit,  and 
the  fact  of  the  generally  prosperous  condition  of  the  Insti- 
tute, caused  him  to  draw  attention  to  the  very  long  time 
which  elapsed  between  the  holding  of  an  examination  and 
the  publication  of  the  results.  It  did  not  matter  very  much, 
perhaps,  although  it  was  not  always  convenient,  in  regard 
to  the  Intermediate  Examination,  but  when  it  came  to  the 
Final  Examination  the  question  really  often  was  important ; 
a  man  wanted  to  know  as  soon  as  he  had  gone  through  an 
examination  whether  he  had  passed.  A  good  deal  might 
depend  upon  it,  and  he  could. not  think  that  there  was  any 
insuperable  difficulty  in  getting  out  the  results  more  quickly. 
He  felt  quite  sure  that  a  judicious  expenditure  of  the  jfgoo 
profit  made  on  the  examinations  would  result  in  getting  out 
the  lists  a  week  or  two  sooner  than  at  present,  and  he  did 
not  think  that  they  ought  to  fnake  a  profit  from  their 
examinees  on  their  examination  fees.  He,  therefore, 
suggested  to  the  Council  that  they  should  see  whether  they 
could  not  by  the  expenditure  of  this  ;£9oo,  or  part  of  it, 
produce  a  quicker  result,  which  would  show  the  examinees 
that  they  were  getting  value  for  their  money,  and  which 
would  satisfy  the  minds  of  those  very  anxious  people  who 
went  through  their  examinations.  There  was  another 
matter  that  he  wanted  to  touch  on  for  a  moment.  He 
noticed  in  the  report  that  they  had,  unhappily,  lost  two 
members  of  the  Council  during  the  year,  and  that 
the  vacancies  had  been  filled  up  by  the  Council 
in  'the  usual  way.  It  happened  that  those  two 
gentlemen  were  Manchester  gentlemen,  and  their 
places  had  been  filled  by  the  appointment  of  Manchester 
gentlemen.  All  this  was  quite  in  order  to  his  way  of 
thinking,  because  as  long  as  they  had  this  local  system  of 
representation  it  was  quite  fair  that  an  important  town  like 
Manchester  should  have  its  share  of  representation.  It  had 
five  members  on  the  Council,  and,  as  he  worked  it  out,  its 
proper  share  of  members  was  five.  There  wais  one  member 
of  the  Council  to  about  every  73  members  of  the  Insti- 
tute, and  that  gave  Manchester  about  five  members,  and 
Manchester  had  five  members.  In  fact,  the  representation 
of  the  various  districts  was  fairly  accurate,  with  three 
exceptions.  There  were  two  glaring  ones.  First  of  all, 
Portsmouth  had  a  member.  He  had  nothing  to  say  against 
Mr.  Edmonds — very  much  the  reverse— but  he  could  not 
see  why  Portsmouth  was  sufficiently  important  to  be  repre- 


sented, except  on  account  of  its  importance  to  the  Empire, 
and  in  that  case  why  should  not  Plymouth  be  represented  ? 
On  the  other  hand,  why  should  Nottingham,  which  was  a 
large  town-^(laughter)— have  no  representation  on  the 
Council  ?  London  was  over-represented  by  about  six 
members.  The  matter,  in  fact,  stood  thus — the  large 
provincial  towns,  with  the  exception  of  Portsmouth  in  one 
direction  and  Nottingham  in  the  other,  were  fairly  well 
represented,  but  London  gathered  up  into  itself  not  only  the 
representation  to  which  it  was  entitled  by  the  London 
members,  but  the  representation  of  all  the  members 
scattered  throughout  the  country  in  other  than  the  large 
towns.  London  should  only  have  twenty-one  members 
and  it  had  twenty-seven.  He  did  not  suggest  for  one  moment 
that  one  of  the  London  members  should  immediately  retire 
in  order  to  make  way  for  a  representative  for  Nottingham. 
He  did  not  suggest  it ;  he  hoped  the  London  members  might 
live  for  ever — (laughter)— but  in  the  unfortunate  event  of  a 
vacancy  occurring  through  death — and  in  no  other  way  had 
a  vacancy  ever  occurred  in  the  Council — (renewed  laughter) 
— he  sincerely  hoped  that  the  Council  would  take  this  matter 
into  consideration,  and  remember  that  Nottingham  was  a 
large  town,  and  was  entirely  unrepresented  on  the  Council. 
He  was  very  glad  to  hear  what  the  President  said, 
in  what  he  might  describe  as  a  most  delightful  and  breezy 
speech,  about  the  registration  of  the  profession.  He  thought 
registration  was  bound  to  come,  and  it  was  one  of  his 
charges  against  the  Council — and  he  had  a  good  many 
charges — (laughter) — that  if  they  had  been  thoroughly  alert, 
and  if  they  had  been  a  representative  body  answerable  to 
constituents,  the  necessity  for  registration  would  not  have 
arisen.  In  the  early  days  of  the  Institute  he  could  not  help 
thinking  that  a  bolder  and  more  far-seeing  policy  might 
have  been  adopted.  (Applause.)  If  they  did  not  succeed 
in  getting  registration,  there  was  one  possible  reform  which 
would  certainly  help  them  a  good  deal.  It  would  be  a 
distinct  advantage  with  regard  to  their  attitude  to  the  public 
if  the  distinction  between  Fellows  and  Associates  were 
abolished.  It  was  a  mistake,  he  was  convinced,  a 
short-sighted  policy  which  introduced  this  distinction 
between  Fellows  and  Associates.  It  was  a  purely  domestic 
matter  with  which  the  public  had  no  concern,  and  it  was 
that  distinction  which  prevented  their  using  the  well-known 
initials  "  C.A."  What  they  wanted  was  the  use  of  the 
initials  ' '  C.A."  In  Scotland  these  initials  were  used,  so  much 
so,  that  they  might  live  for  years  in  Edinburgh  or  Glasgow 
and  be  constantly  mixing  with  Chartered  Accountants,  and 
not  hear  the  words  '*  Chartered  Accountants  "  once,  for  this 
reason — the  letters  "C.A."  had  so  worked  into  the  business 
fabric  of  the  place  that  if  they  were  to  ask  a  man  what  he 
was,  he  would  tell  them  that  he  was  an  accountant  ora  •*  C.A." 
The  consequence  was  that  the  Scotch  members  had  these 
letters   "C.A."   firm,   and    nothing    could  displace    them. 
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neither  law  nor  custom,  Mrhereas  this  Institute  created  a 
distinction  over  a  purely  domestic  matter  relating  to  the 
payment  of  annual  subscription,  and  prevented  the  members 
using  these  initials,  which  were  short,  which  could  not  very 
well  be  copied,  and  which  everyone  could  understand.  He 
commended  this  to  the  Council  as  a  possible  alternative  in 
the  event  of  registration  not  coming  to  pass.     (Applause.) 

Mr.  A.  F.  DoDD,  F.C.A.  (Liverpool),  remarked  that 
there  were  one  or  two  matters  arising  out  of  the 
President's  speech  on  which  he  desired  to  say  a 
few  words.  In  The  Times  of  the  29th  April  1907 
there  was  a  notice  to  the  effect  that  the  Council  of  the 
Society  of  Accountants  and  Auditors  had  forwarded  a 
resolution  to  the  Prime  Ministers  attending  the  Imperial 
Conference,  and  from  the  way  in  which  that  notice  was  put 
in — very  likely  many  present  had  read  it — it  would  appear  that 
the  Society  of  Accountants  and  Auditors  represented  the 
practising  body  of  accountants  in  this  country.  He  did  not 
know  whether  this  Institute  had  forwarded  a  similar 
congratulatory  resolution  to  the  Imperial  Premiers  now 
assembled,  but  he  would  suggest  the  desirability  of  such 
being  done.  Coming  to  the  question  of  the  accounts,  he 
had  made  an  analysis  for  the  years  1904,  1905,  and  1906,  with 
special  reference  to  the  funds  which  had  been  distributed 
for  the  benefit  of  students,  and  he  found  that,  taking  the 
subscription  to  the  Students*  Society  of  London,  the 
expenses  of  examinations,  the  branch  library  grants,  and 
the  educational  allowances  to  provincial  Societies  for  1905 
and  1906,  there  appeared  to  have  been  a  net  surplus  on 
receipts  by  the  Institute  of  a  sum  of  £^Sy  is.  5d.  That  was 
provable  from  the  accounts  as  published.  He  did  not 
mention  this  fact  in  any  aggressive  or  hostile  spirit, 
but  for  the  purpose  of  drawing  attention  to  the  fact 
that  Students'  Societies  did  not  receive  monetarily  a  very 
laiige  support  from  the  Institute,  and  in  view  of  the  very 
lai^ge  surplus  which  existed  upon  the  accounts  annually  he 
ventured  to  suggest  that  some  more  liberal  contribution 
might  be  made  towards  the  local  Students'  Societies  up 
and  down  the  country.  There  could  be  no  question ,  in 
view  of  the  very  great  increase  in  the  membership  of  the 
Institute,  which  they  had  heard  of  from  the  President,  that 
it  was  upon  the  Chartered  Accountants'  students  they  must 
rely  for  the  future  advancement  of  the  profession.  In  view 
of  that  important  fact  he  ventured  to  think  that  a  more 
liberal  investment  of  their  funds  in  libraries  and  in  educa- 
tional facilities  would  unquestionably  bring  about  not  only 
a  profitable,  but  a  vexy  gratifying,  result.  As  many  of  the 
members  doubtless  were  aware,  he  had  the  opportunity  oi 
going  up  and  down  amongst  these  Student  Societies  a  great 
deal,  and  he  could  say  from  what  he  had  seen  of  some  of 
thelibraries  in  the  provinces  that  he  did  not  consider  they 
wiere  worthy  of  the  Institute,  nor  were  they  in  any  sense 
adequate  in  veiy  many  cases  to  the  reasonable  needs  and 


requirements  of  the  students.  He  would  not  press  this 
matter  further  on  the  present  occasion,  but  would  com- 
mend it  to  the  very  careful  consideration  of  the  Council  in 
the  hope  that  some  more  substantial  monetary  support 
might  be  given  to  these  Societies  than  had  been  done  in 
the  past.    (Applause.) 

Mr.  Clare  Smith,  F.C.A.  (Bristol),  remarked  that 
Mr.  Dodd,  in  the  latter  part  of  his  speech,  had 
practically  said  what  he  himself  had  intended  to  say. 
He  only  rose  for  the  purpose  of  supporting  that 
gentleman  and  saying  that  undoubtedly  throughout  the 
country  more  interest  was  taken  by  provincial  members 
and  the  provincial  Societies  in  the  doings  of  the  Institute  and 
of  the  Council  than  ever  was  the  case  before,  and  that  there 
was  a  very  strong  feeling  that  the  support  which  they 
received  from  the  Institute  in  London  by  way  of  grants 
towards  libraries  and  the  educational  advantages  of  the 
students  was  quite  inadequate.  If,  therefore,  the  Council 
would  take  this  matter  into  consideration  for  the  future  it 
would  tend  to  keep  that  body  in  London  in  touch  with  the 
general  body  of  members,  which  was  extremely  important 
in  view  of  what  might  come  to  pass  in  regard  to  registration 
or  otherwise  in  future. 

Mr.  Maurice  Jenks,  F.C.A.  (London),  said  he 
was  particularly  interested  in  that  portion  of  th^ 
President's  speech  which  referred  to  the  development 
of  the  profession  in  the  Colonies.  The  point  he  wished 
to  ask  was  whether  the  disabilities  existing  under 
their  own  Charter  with  regard  to  accountants  who  went 
abroad  to  our  own  Colonies  could  by  any  means  be  removed. 
He  referred  to  Section  28  of  the  Charter,  which  said : — 
•*  This,  our  Charter,  does  not  apply  to  Scotland  or  Ireland, 
•<  and  where  it  mentions  practice  or  service  means  practice 
'  •  or  service  in  England  or  Wales. ' '  He  understood  that  to 
mean,  after  having  made  inquiries  from  the  Secretary  and 
others,  that  if  a  Chartered  Accountant  went  to  the  Colonies 
and  carried  on  business  there,  he  was  debarred  from  taking 
an  articled  clerk  and  also  from  becoming  a  Fellow  of  the 
Institute.  He  believed  that  that  clause  was  inserted  at  the 
time  the  Charter  was  drawn  up  in  order  to  obviate 
jealousy  on  the  part  of  Scottish  and  Irish  Societies,  and 
he  did  not  think  it  was  ever  contemplated  at  the  time  that 
questions  would  arise  in  connection  with  the  Colonies.  He 
would  merely  suggest  to  the  Council  of  the  Institute  the 
possibility  of  applying  to  the  necessary  authorities  for  the 
words  to  be  expunged,  so  that  the  clause  would  read,  "  And 
*'  where  it  mentions  practice  or  service  means  practice  or 
"service  in  England  or  Wales  or  the  Colonies."  If  the 
Council  would  kindly  take  that  suggestion  into  considera- 
tion he  would  be  grateful. 

The  President  said  that  if  there  were  no  other  questions 
he  would  first  express  his  very  grateful  thanks  to  Mr.  Comins 
for  his  very  kind  words  of  congratulation  as  regarded  himself. 
He  knew  that  in  the  past  year  he  had,  possibly,  inefficiently 
occupied  the  chair— (cries  of  "No") — but  he  had  done  his 
best.     In  regard  to  municipal  audits,  that  was  a  matter 
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which  had  come  up  quite  frequently  at  their  meetings.  Mr. 
Gane  was  a  member  of  the  Departmental  Committee  con- 
sidering that  question. 

Mr.  Gane,  F.C.A.  (London),  said  that  with  the  permis- 
sion of  the  President  he  would  like  to  dissipate  a  little 
misunderstanding  on  the  part  of  Mr.  Comins  on  that  point. 
The  question  of  the  audit  of  accounts  of  local  authorities 
did  not  come  within  the  scope  of  the  inquiry  upon  which 
the  Committee  was  engaged,  and  they  would  find,  when 
the  report  c^me  out,  that  there  would  be  no  mention  of 
audit;  either  by  officials  or  themselves. 

The  PiiESiOENT  said  he  was  about  to  say  that  until  that 
report  was  out  he  thought  they  might  leave  the  matter 
alone,  keeping  in  mind  the  fact  that  a  subject  of  that 
importance  was  interesting  to  their  profession  and  to  the 
Council.  On  the  subject  of  income-tax  he  rather  understood 
Mr.  Comins  to  feel  some  hesitation  as  to  what  the  Committee 
might  report  in  regard  to  the  withdrawal  of  the  particular 
clause  relating  to  the  average.  He  was  not  personally 
prepared  to  express  an  opinion  on  the  subject,  and  therefore 
if  Mr.  Comins  would  kindly  allow  the  matter  to  remain 
over  for  consideration  he  would  be  much  obliged.  Mr. 
Hamilton's  observations  had  dealt  with  a  question  of  fees 
received  for  examinations  and  expenditure  in  connection 
with  those  examinations.  The  expenditure  appearing  in  the 
accounts  published  was  by  no  means  all  that  was  incurred 
in  connection  with  the  examinations,  or  all  that  might 
reasonably  be  charged  to  the  cost  of  those  examinations. 
But  in  any  case  it  was  quite  reasonable  and,  he  believed, 
customary  that  a  fee  should  be  charged  for  examinations 
which  was  amply  sufficient  and  more  than  sufficient  to  cover 
the  cost  of  them,  and  he  did  not  think  they  erred  on  the 
side  of  over-severity  in  the  charges  they  made  in  this 
connection.  He  sympathised  very  much  with  the  remarks 
of  Mr.  Hamilton  with  regard  to  the  time  which  elapsed 
before  the  publication  of  the  results.  The  Council  some 
time  ago  invited  the  Examination  Committee  to  consider 
that  matter,  and  the  Examination  Committee  did  consider 
it.  The  Chairman  of  the  Committee,  if  his  (the  speaker's) 
memory  served  him,  found  that  it  would  be  extremely 
difficult  to  get  the  results  ready  earlier  than  at  present ;  but 
he  was  quite  sure  that  after  the  expression  of  opinion  from 
Mr.  Hamilton  and  others,  Mr.  Halliday,  who  was  the  very 
excellent  Chairman  of  that  Committee,  would  give  the  matter 
further  consideration.  He  would  hardly  deal  with  the 
subject  which  Mr.  Hamilton  mentioned  in  connection  with 
the  vacancies  occurring  on  the  Council.  Mr.  Hamilton 
mentioned  the  name  of  Mr.  Edmonds.  That  gentleman 
was  a  most  excellent  and  useful  member  of  the  Council — 
(hear,  hear)— and  whether  he  represented  Portsmouth,  the 
South  of  England,  or  any  other  part,  he  did  his  duty  well 
and  entirely  to  the  satisfaction,  doubtless,  of  himself  and  of 
his  fellow  members  of  the    Council.     (Applause.)    They 


could  not  regard  themselves  as  representing  particular 
geographical  areas.  They  represented  the  body  of  the 
members.  It  was  quite  true  that  twenty-seven  years  ago  so 
many  members  were  selected  from  various  districts,  and 
when  they  died,  or  retired,  members  were  selected  from  the 
same  districts  again  ;  but  they  were  only  selected  as  being 
representative  men,  capable  not  only  of  representing  the 
areas  from  which  they  came,  but  the  members  of  the 
Institute  as  a  whole.  They  all  tried  to  do  their  duty  from 
that  point  of  view.  On  the  subject  of  registration  he  had 
already  expressed  himself,  he  was  afraid,  almost  ad  nauseam. 
He  bad  only  propounded  his  individual  views,  and  no 
individual  views  were  of  great  moment  unless  they  were 
backed  up  by  the  members  of  the  Institute  itself.  It 
was  for  the  members  of  the  Institute  to  express  tbdr 
views  on  that  very  important  subject.  At  the  moment, 
as  he  had  said,  the  Council  was  engaged  in  con- 
sidering the  subject,  and  they  would,  no  doubt,  in  due 
time  express  their  views  on  it.  He  was  not  entirely  in 
sympathy  with  Mr.  Hamilton  on  the  subject  of  adding 
"C.A."  after  their  names.  They  had  3,700  members. 
For  twenty-seven  years  they  had  added  "Chartered 
Accountant"  after  their  names,  and  some  of  them  had 
occasionally  described  themselves  by  the  initials  "C.A." 
Personally  he  much  preferred  to  describe  himself  as  a 
Chartered  Accountant.  Much  as  he  admired  and  respected 
their  Scottish  friends,  he  did  not  want  to  put  '*  C.A."  after 
his  name,  so  that  anyone  might  be  misled  as  to  his  being  a 
member  of  their  Scottish  brethren.  (Laughter.)  Not  that 
he  considered  they  were  in  any  respect  inferior  to  the 
members  of  the  Institute,  but  he  himself  was  a  member  of 
the  Institute  of  Chartered  Accountants,  and  he  liked  to 
describe  himself  as  a  Chartered  Accountant,  and  therefore 
he  was  not  entirely  in  sympathy  with  Mr.  Hamilton  on  that 
subject.  Mr.  Dodd  had  mentioned  a  subject  which  he  (the 
President)  would  rather  not  refer  to,  except  to  say  that  their 
friends  and  neighbours — the  Society  of  Accountants  and 
Auditors— saw  their  way  to  send  a  certain  telegram  to  the 
Colonial  Premiers.  He  did  not  see  his  way  to  suggest 
following  suit.  It  was  a  matter  of  opinion,  and  one  which 
this  meeting  could  decide  for  itself,  or  the  Council  couM 
decide  for  itself ;  but  whatever  view  might  be  taken  by 
their  friends  on  that  subject,  as  he  was  at  present  advised, 
and  according  to  the  inclination  of  his  mind,  he  would  not 
agree  to  do  exactly  the  same.  Mr.  Colville  reminded  him 
that  the  Law  Society  did  not  do  so.  and  he  was  not  aware 
of  any  other  organised  body  having  so  acted.  Mr.  Clare 
Smith  and  Mr.  Dodd  had  referred  to  the  Students' 
Societies.  There  the  Council  were  in  absolute  and  entire 
sympathy  with  the  observations  which  had  been  made. 
The  views  of  the  Council  on  the  subject  had  been 
that  they  helped  the  Societies  who  helped  themseh-es. 
They   did    not    hold  themselves    out    to    bear    the    cost 
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of  Students*  Societies.  They  did  not  hold  themselves 
out  as  being  responsible  to  supply  them  ^ff\th  all  the  books 
they  required ;  but  they  said  to  them,  "  If  you  will  show 
' '  by  your  attendances  at  lectures  and  by  other  means  the 
"  interest  you  take  in  this  particular  business — if  you  will 
"  do  something  to  help  yourselves— we,  the  Council,  will 
**  do  something  to  help  you."  I  think  that  is  a  reasonable 
and  proper  attitude  to  take  with  regard  to  the  Students' 
Societies.  (Hear,  hear.)  We  are  all  anxious  that  they 
should  prosper.  They  are  the  foundation  on  which  we 
make  our  members,  and  the  members  of  the  Council 
S3rnipa/thi3e  anitirely  with  anything  which  can  properly 
be  done  to  interest  the  students  in  their  work  and 
to  encourage  them  in  it.  Mr.  Jenks  raised  a  subject  which 
had  also  received  very  careful  thought  on  the  part  of  the 
Council,  and  which  was  referred  to  in  the  address  which  he 
(the  President)  had  had  the  opportunity  of  delivering  at  that 
meeting.  That  was  the  right  of  their  members  to  take 
articled  clerks  in  the  Colonies,  and  that  they  should  be 
examined  locally.  If  Mr.  Jenks  would  allow  him  to  say 
that,  perhaps  nothing  more  need  be  said  on  the  subject  at 
the  moment,  except  that  it  was  receiving  such  attention  as 
he  thought,  and  he  was  sure  Mr.  Jenks  would  think,  it 
deserved,  and  if  they  could  advance  further  than  that  in  the 
interests  of  their  members  the  Council  would  not  be  at  all 
slow  in  doing  so. 

The  motion  was  then  put  to  the  meeting  and  carried 
unanimously. 

Mr.  Clare  Smith  next  moved  the  re-election  of  the 
following  members  of  the  Council :— Thomas  Bowden, 
Ernest  Edmonds,  John  Sutherland  Harmood-Banner, 
Horace  Woodburn  Kirby,  George  Walter  Knox,  William 
Barclay  Peat,  Francis  William  Pixley,  William  Alfred  Stone, 
and  Edwin  Waterhouse.  He  had  great  pleasure,  he  said,  in 
submitting  this  resolution.  The  members,  he  was  sure,  were 
all  very  much  obliged  to  those  gentlemen  for  what  they  had 
done.  Their  names  were  household  words,  and  many  of 
them  were  personal  friends  of  his  own. 

Mr.  E.  H.  Fletcher,  F.C.A.  (I^Dndon),  seconded  the 
motion,  and  it  was  carried  unanimously. 

Mr.  E.  D.  White,  F.C.A.  (Liverpool),  proposed 
the  reflection  of  Mr.  Gerard  van  de  Linde,  F.C.A., 
and  Mr.  Edward  Hobbs,  F.C.A.,  as  auditors.  He 
remarked  that  the  members  were  very  grateful  to 
those  gentlemen  for  theiir  past  services,  which  he  trusted 
they  would  continue  on  behalf  of  the  Institute,  if  re-elected. 

Mr.  Hamilton  seconded  the  motion,  which  was  adopted. 

The  President  remarked  that  he  had  now  to  refer  to  a 
resolution,  of  which  Mr.  A.  J.  Windus,  A.C.A.  (London) 
had  given  notice,  viz. : — 

(i)  To  amend  Bye-law  4  by  striking  out  the  words  *'  but 
shall  be  eligible  for  re-election  "  and  inserting  in  their 
place  the  words  "and  shall  not  be  eligible  for  re- 


election until  a  period  of  twelve  months  has  inter- 
vened," and  to  make  such  variations  and  alterations 
in  the  existing  Bye-laws  as  may  be  necessary  to  give 
effect  to  the  above  amendment  of  Bye-law  4. 
(2)  To  rescind  Bye-law  5. 

That  intimation  reached  the  Council  within  a  few  minutes 

of  the  official  time  when  a  notice  of  that  character  should 

reach  them,  and  after  their  meeting.    They  sent  the  notice 

■  to  their  solicitors,  who  wrote  as  follows:  "  We  must  advise 

' '  you  that  the  motion  is  not  in  order,  inasmuch  as  the  latter 

.  ' '  part  of  the  motion  contemplates  alterations  being  made  in 

' '  the  Bye-laws  consequentially  on  the  alterations  made  by 

.  "  the  first  part  of  the  motion,  and  in  our  view  all  alterations 

' '  in  the  Bye-laws  must  be  made  directly  and  expressly,  and 

"not  consequentially."      In    the    circumstances,   he  (the 

'  President)  asked  Mr.  Colville  to  be  kind  enough  to  see  Mr. 

I  Windus,  who  very  obligingly  said  that,  in  view  of  the  advice 

'  the  Council  had  received ,  he  would  not  press  the  matter  on 

I  this  occasion.  He  (the  President)  suggested  that  Mr.  Windus, 

if  he  desired  certain  alterations,  should  give  sufficient  notice 

to  enable  his  suggestion  to  be  considered  by  the  solicitors  of 

the  Council,  and,  at  any  rate,  be  in  such  a  form  that  it  could 

be  considered.    In  the  circumstances,  therefore,  he  could 

not  permit  that  resolution  to  be  moved.    The  business  of  the 

meeting  was,  therefore,  at  an  end. 

Mr.  E.  E.  Price,  F.CA.  (London),  proposed  a 
vote  of  thanks  to  Mr.  Peat  for  his  conduct  in  the 
chair.  He  had  made  a  very  exhaustive  and  interest- 
ing speech,  dealing  with  the  position  of  the  Institute, 
and  they  also  appreciated  the  very  full,  courteous, 
and  tactful  answers  which  he  had  given  to  the  questions 
raised.  What  he  had  done  on  the  present  occasion  was  a 
small  part  compared  with  the  work  he  had  undertaken 
during  his  year  of  office,  and  he  hoped  all  present  would 
join  in  expressing  hearty  thanks  to  Mr.  Peat.  (Hear,  hear.) 
Mr.  A.*  F.  Whinney,  F.C.A.  (London),  seconded  the 
vote,  and." it  was  heartily  accorded. 

ijie  ^^siDENT  briefly  acknowledged   the  compliment, 
remarking  that  he  could  only  claim  that,  in  common  with 
all'Presi&nts  who  had  preceded  him,  he  had  attempted  to 
do  his  duty.     (Applause.) 
The  meeting  then  terminated. 


XTbe  ({bartered  Hccountante'  £enepolent 
UsBociailon. 


Annual  General  Meeting:. 


The  twenty-first  annual  general  meeting  of  this  Associa- 
tion ^as  held  immediately  after  the  general  meeting  of 
the  Institute,  Sir  Walter  N.  Fisher  presiding  in  the 
unavoidable  absence  of  the  President  of  the  Association, 
Mr.  E.  Waterhouse,  F.C.A. 

The  Hon.  Secretary  (The  Hon.  George  Colville)' 
read  the  notice  convening  the  meeting. 
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The  following  were  taken  as  read  : — 

Report  and  Accounts. 

I. — The  Association  on  the  31st  March  1907  consisted  of 
530  members,  viz. : — 

The  President, 
33  Vice-Presidents, 
1 1  Life  Governors, 
56  Annual  Governors, 
48  Life  Members, 

381  Annual  Members,  ! 

being  an  increase  of  99  during  the  year. 

2. — The  Board  of  Governors  have  to  thank  members  of  | 
the  Institute  for  the  gratifying  response  made  during  the  I 
year  to  the  President's  appeal  for  increased  subscriptions. 
The  result  has  been  an  addition  to  the  annual  subscription 
list  of  ;f2i3  3s. 

A  large  proportion  of  the  increased  income  has,  however, 
been  absorbed  by  increased  calls  for  relief. 


3. — Donations  amounting  to  ;f2,363  los.  .6d.  have  been 
received,  including  the  munificent  donation  of  £2,000  from 
Mr.  W.  B.  Peat,  F.C.A.,  the  President  of  the  Institute. 

This  gift,  which  at  the  request  of  the  donor  is  to  be  known 
as  the  "  Edith  Peat  Gift,"  has  been  separately  invested,  and 
its  income  is  applicable  to  the  general  purposes  of  the 
Association. 

Mr.  Gerard  van  de  Linde  has  kindly  defrayed  the 
cost  of  Postage,  Printing,  Stationery,  and  Petty  Expenses, 
amounting  during  the  past  year  to  £^^  i8s.  id.,  and  has 
intimated  his  intention  of  again  doing  this  for  the  current 
year. 

4. — The  Special  Fund  formed  for  the  relief  of  necessitous 
clerks  (not  members  of  the  Institute),  or  their  widows,  having 
become  nearly  exhausted,  an  appeal  was  made  in  the  course 
of  the  year,  and  a  sum  of  ;f222  4s.  collected  on  this 
account. 


5.— During  the  year  ended  31st  March  1907  the  Executive  Committee  afforded  relief  in  the 

following  cases  : — 

Initials 

^ 

[Date  of 
Qualification  for  Relief     First 
Grant 

Amount  of 

Previous 

Relief  Given 

Short  Details  of  Case 

Amount  paid 

during 

Financial 

Year 

Manner  in  which  Relief 
given 

1 

£     s 

d 

£   s 

d 

W.G 

61 

Widow  of  Provincial .  1893 
Member.           1 

t 

1 

328     0 

0 

Except  for  what  assistance  is  re- 
ceived   from   her    four    step- 
children has  no  other  means. 
In  weak  health. 

26   0 

0 

At  rate  of  10/-  per  week. 

H.A 

69 

Widow  of  London      1893 

306  12 

10 

Left  practically  destitute.    Deaf. 

25    0 

0 

At  rate  of  £2^  a  year,  pay- 

Member. 

able  quarterly  to  date. 

A.J.E.  ... 

55 

Daughter  of  London 
Member. 

1903 

116     5 

0 

Unmarried  and  in   reduced  cir- 
cumstances. Mother  previously 

40   0 

0 

At  rate  of  £^0  a  year, 
payable  quarterly. 

in  receipt  of  relief. 

E.W.E... 

64 

Widow  of  London    j  1897 
Member. 

t 

463   15 

0 

Left  destitute ;  indifferent  health. 
Entirely  dependent  on  charity. 

56   5 

0 

At  rate  of  Fifty  Guineas  a 
year,  payable  quarterly. 
A  donation  of  £3  15s. 
was  also  made  towards 
the  expenses  of  her 
daughter's  funeral. 

E.H 

72 

Widow  of  London    '  1899 
Member. 

203     9 

9 

Has  a  small  allowance  from  her 
late  husband's  firm,  otherwise 
without  means. 

30   0 

0 

At  rate  of  £yy  a  year, 
payable  quarterly. 

B.H 

77 

Formerly  Provincial  \  igcx) 
Member. 

i 
1 

203     0 

0 

In    distress    owing    to    age,    ill- 
health,  and  inability  to  obtain 
sufficient  business  to  support 
himself  and  family. 

52   0 

0 

Payable  at  rate  of  £1  a 
week. 

P.A 

58 

Widow  of  Provincial  |  1901 

152  10 

0 

Left   practically  without  means, 
and  with  invalid    children  to 

40   0 

0 

At  rate  of  /30  a  year. 

■ 

Member.            . 

payable  quarterly,  to- 

1 

support.    Has  some  assistance 

gether  with  a  donation 

from    other    children.      Lets 

of  ;^IO. 

apartments. 

M.J.T.  .. 

63 

Former  Provincial   1  1888 
Member.           1 

112     0 

0 

In  distress  owing  to  age,  ill-health, 
and  inability  to  obtain  work. 

13   0 

0 

Grant  of  £1 3.  at  the  rate  of 
10/-  a  week  for  6  months. 

P.A.C.  .. 

43 

Widow  of  London       1901 
Member. 

220     I 

2 

Left  with  very  insufficient  means 
and  a  family  of  nine  to  support 
(eldest  19). 

Left  totally  unprovided   for,  and 

52  10 

0 

At  rate  of  Fifty  Guineas  a 
year,  payable  quarterly. 

C.E 

81 

Widow  of  London    \  1903 

105     0 

0 

30   0 

0 

At  rate  of  £yi  a  year. 

Member. 

dependent  on  a  daughter  with 
whom  she  lives. 

payable  quarterly. 

S.E 

60 

Widow  of  Provincial     1903 

145     0 

0 

Left   insufficiently  provided    for, 

30   0 

0 

At  rate  of  ^^30  a  year. 

Member. 

and    invalid  son    to    support. 
Has  been  most  unfortunate  in 
her  efforts  to  obtain  a  living. 

payable  quarterly. 

CO 

55 

Former   Provincial      1903 
Member. 

62     0 

0 

Out  of  employment  and  with  no 
means  until  October  1906. 

13   0 

0 

At  rate  of  10/-  a  week. 

C.J.A.    .. 

54 

Widow  of  London    1  1903 
Member.           ' 

100     0 

0 

Left  without  means,  and  unable 
to  earn  a  living. 

40   0 

0 

At  rate  of  ;^40  a  year, 
payable  quarterly. 

CJ.E.    .. 

47 

Widow  of  London      1903 
Member. 

75    0 

0 

Daughter-in-law  of  C.  E. ,  with  three 
children.     Lets  apartments. 

40   0 

0 

At  rate  of  £^0  a  year, 
payable  quarterly. 

M.M.     .. 

61 

Widow  of  London  ,  1903 
Member. 

53    0 

0 

Has    invalid    children,    and     is 
crippled  with  rheumatism.   No 
means. 

19  10 

0 

At  rate  of  £26  a  year, 
excepting  for  one 
quarter  when  the  grant 

) 

was  not  required. 
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L.M. 


H.H.E. 


Y.H 

E.B.M... 
H.M  A... 

^'} 


I  39 

1 

67 

I  72 
I 
33 

63 

I  81 


Widow  of  London  ,  1903 

Member. 

■ 
Former  Provincial 

Member. 

Former  Provincial 

Member. 
Daughter  of  E.W.E. 

Widow  of  Provincial 
Member. 


£        8 
118  2 


1904  I   80  O  O 


1904 
1905 
1905 


73    o    o 
25    o    o 


52  10    o 


I 


Provincial  Member.     1905 


S  A.B.  •>  ,  27     Daughter  of  London    1905 
'  Member, 


A.E.S. 


I  53 


RH.M...      41 


B.M. 
B.K. 


66 
30 


R  R.T.J.     I  58 


S.M. 


N.A.K.  . 
H  A.C.  . 

II  J.L.  . 


I  43 


I  49 
I  48 


46 


Widow  of  Provincial     1906 
Member. 


Widow  of  Provincial 
Member. 

Wife  of  London 

Member. 

Daughter  of  London 

Member. 


Widow  of  Provincial 
Member. 


Widow  of  Provincial 
Member. 


Widow  of  Provincial 

Member. 
Member  of  Institute. 


Widow  of  London 
Member. 


1906 

1906 
1906 


1906 


1906 

1906 
1906 

1906 


26    5    o 


Left    with   two  young    children. 

Has  a  pension  of  ;^2o  a  year 

from  ihe  Pewterers*  Company. 
In  reduced  circumstances  and  bad 

state  of  health,  with  a  wife  to 

support. 
In  distress  owing  to  failing  health 

and  mental  weakness. 
Has  small  poultry  farm  in  Canada. 

Permanent  invalid.  Left  with  a  son 

and  daughter  both  dependent 

on  her,  the  former  being  of 

weak  intellect. 
In  reduced  circumstances  owing 

to   age  and    state   of  health. 

Had  step-daughter  and  niece 

partially   dependent  on   him. 

Died  Feb.  1907. 
To  assist  her  in  getting  change  of 

air  after  illness. 
Left    practically  without   means 

and  with  two  children  and  her 

mother-in-law  dependent  upon 

her. 
Left  without  means.     Now  in  a 

hospital  learning  the  duties  of 

a  nurse. 
Bedridden  for  many  years. 

On  death  of  father  in  1906,  left  in 
debt  and  absolutely  without 
means.  Mother  bedridden,  and 
sister  out  of  work.  Daughter 
ofBM. 

In  husband's  lifetime  in  affluent 
circumstances,  but  now  left 
with  very  small  income  owing 
to  some  litigation  with  regard 
to  a  trust  for  which  her  hus- 
band's estate  became  liable. 

Very  delicate  health,  and  left  with- 
out any  means.  Three  child- 
ren living  with  her  earning  36/6 
a  week  between  them. 

In  reduced  circumstances. 

Out  of  employment.  Wife  and 
three  children  to  support.  Was 
subsequently  found  some  work. 

Has  a  young  child  and  aged 
mother  to  provide  for,  and  very 
small  income.  Taking  lessons 
in  cooking. 


£     s    d 
52  10    o 


52    o    o 


52  0 

0 

25  0 

0 

52  10 

0 

52  10 

0 

500 
35    o    o 

38     7    o 

II     o     o 
52  10    o 


18  15    o 


500 


£  1,006  17    o 


At  rate  of  Fifty  Guineas  a 
year,  payable  quarterly. 

At  rate  of  £1  a  week. 


At  rate  of  £1  a  week. 

At  rate  of  £25  a  year, 
payable  half-yearly. 

At  rate  of  Fifty  Guineas 
a  year,  payable  half- 
yearly. 

At  rate  of  Fifty  Guineas  a 
year,  payable  quarterly. 


Donation. 

Donation  of  £$t  and 
subsequently  grant  of 
;^4o  a  year,  payable 
quarterly. 

Fees  for  training  at  hos- 
pital paid,  together 
with  donation  of  ;^io. 

At  rate  of  £1  a  week 
from  i8th  January  1907. 

Donations  at  intervals 
for  support  of  herself, 
mother,  and  sister. 


At  rate  of  ;^30  a  year, 
payable  qnarterly. 


At  rate  of  £2$  a  year, 
payable  quarterly. 


Donation. 
Donation. 


Donation     to     pay    for 
lessons  in  cooking. 


SPECIAL    FUND. 


J.E 

(I. A.M... 

B.P.W... 
G.E 


75 


55 


50 


Clerk  to  Chartered  |  1893 
Accountants. 


£ 
225 


Widow  of  a 

Clerk  to  Chartered 

Accountants. 

Clerk  to  Chartered 
Accountants. 
Widow  of  a 

Clerk  to  Chartered 
Accountants. 


Unable  to  continue  his  occupation 
owing  to  age  and   bodily  in- 
firmities.   Has  no  means. 
1^5  I    276    o    o  I  In     very      poor     circumstances.  | 
I        Formerly  tried  to  make  a  living  ' 
by  keeping  a  small  shop.    Has 
I        creeping  paralysis. 
Out  of  employment. 


£ 
26 


At  rate  of  10/-  a  week. 


1906 
1903 


26    o    o  I  At  rate  of  lo/-  a  week. 


Donation. 


Very  poor. 


2 

0 

0 

2 

ID 

0 

;f56 

10 

0 

—" 

■"■ 

Donation. 
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6.— The  Honorary  Auditors,  Mr.  E.  Hobbs,  F.C.A.,  and    duly  audited,  are  annexed  Jo  this  report. 
Mr.   F.   L.   FiSHBR,   F.C.A.,  retire,  and   are  eligible  for  Edwin  Watbrhouse, 

reflection.  Pn^t. 

7. — ^The  accounts  for  the  year  ended  31st  March  1907,  ^       u^;^  ^py^  jqq- 


Dr. 


THE    CHARTERED    ACCOUNTANTS'    BENEVOLENT    ASSOCIATION. 
C^apitoZ  Accotmt  for  the  year  ended  Slst  March  1907, 


Cr, 


To  Balance  oarried  forward 


£      s    d 
18.217  12    4 


£18,217  12    4 


&     8    d 
Bt  Balance  on  8lBt  March  1906        . .        . .    10,854    1  10 

„  Donations 363  10    6 

„  Donation  from  Mr.  W.  B.  Peat  (Edith 

Peat  Gift) 2,000    0    0 


£13,217  12    4 


Dr, 


To  Current  Expenses:— 
Printiog  and  Stationery     . . 
Postage  and  Petty  Expenses 


„   Relief  granted        

„   Surplus  for  the  year  as  per  Balance  Sheet 


-^^*^^^^^  «^  Sixpmdil/Ufre  Account  for  the  year  ended  Slat  March  1907. 


Cr. 


£    8    d 

27    7    6 
7  10    8 


£    8    dl 


34  18 

1,006  17 

25  19 


£1,067  14    6 


£8d        £8d      £b 
By  SuBscBipnoNs : — 

68  Governors  at  . .         ..     3    3  0    214    4  0 

9  Members     „  ..220      18  18  0 

391  Members     „  ..     1    1  0    410  11  0 

643  13 

,,  Interest  and  Dividends  on  Investments  ..  379    2 

„  Bank  Interest 10    1 

,,  Mr.  Gerard  van  de  Linde,  for  current  expenses 

per  contra        34  18 


£1.067  14    6 


Dr, 


Special  Fund  Account  for  the  year  ended  Slat  March  1907, 


Cr, 


To  Belief  granted 
„  Balance,  as  per  Balance  Sheet 


£    8    d 

56  10    0 

200    8    4 


£256  18    4 


Bt  Balance  on  dlst  March  1906 
„  Donations       


Dr, 


Hanaon  Fund  Account  for  tlie  year  ended  Slat  March  1907. 


A       S       U 

To  Payments  to  Beneficiaries 
,.  Loss  on  Sale  of  Stock  .. 
,.  Balance  on  31st  March  1907.  viz.  :— 
£330     London,    Tilbury    and 
Southend  Railway  4%  Deben- 
ture Stock  at  cost                . .     425    3    3 
Cash  in  hands   of  Board   of 
Governors 11  12    5 


£ 

40 

3 


436  15    8 
£480    0    3 


By  Balance  on  3l8t  March  1906 
,,  Interest  on  Investment 


Dr, 


Taylor  Fund  Account  for  the  year  ended  Slat  March  1907. 


To  Payments  to  Mrs.  Taylor 
,.  Loss  on  Sale  of  Stock     . . 
.,  Balance  on  31st  March  1907,  viz. 
£775  Brighton  Corporation  3}% 

DebentureStock  at  cost 
Cash  in   hands  of    Board  of 
Governors 


834    9    7 
6    1  10 


£    8    d 

41    9  10 

12    0 


840  11    5 


8    8 


By  Balance  on  31st  March  1906 
,,  Interest  on  Investment 


£    8  d 

34  14  4 

222    4  0 

£256  18  4 


Cr. 

£     8  d 

466    0  3 

14    0  0 


£480    0 

3 

__ 

— 

Cr. 

£     8     d 

855  13    5 

27    9  10 

£883    3    3 
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Dr. 


Balance  Shset,  31st  March  1907. 


Cr. 


£       B    d 

To  Capital  Accoxtht 13,217  12    4 

H   Spbcial  Fund  Aogouht 200    6    4 

„   hak80n  fuhd  acgouht 11  12    5 

„   Tatlob  Fund  Aocount 6    1  10 

„    SuBSGBiFTiONS  paid  in  advanoe  24    8    0 


Capital 


442  13 

991  19 

1,118    8 


Bt    Inybstments    ok 
Account  at  Cost  : — 
Gknbbal  Funds:— 
£500  2i%  Consolidated  Stock 
£300  Bank  of  England  Stock 
£800  Bank  of  Ireland  Stock 
£760   London  Coontj    2}% 

ConsoiidatedStook 
£1,500  London  and   North 

Western  BaUwaj  8%  De- 
benture Stock 
£1,250  Great  Western  BaU- 

wa74% Debenture  Stock..   1.562  18    0 
£1,804  68. 8d.  Great  Northern 

Railway    3%    Debenture 

Stock 
£1.000  South  Eastern  BaU- 

way  4%  Debenture  Stock  1,859    3    8 
£1,119  15b.  Od.  Midland  BaU- 

way  9i%  Debenture  Stock  1,044 


£      8    d        £      8    d 


642    9    7 


1.898  16    6 


1,852    6    8 


8    5 


Mas.  Dbloittb's  Bequest  :— 

£1,010  18s.  9d.  Metropolitan 

Water  (B)  8  %  Stock      .. 

••  The  Edith  Peat  Gift  ":— 

£1,068     158.     7d.     London 

County  8  %  Consolidated 

Stock  

£1.000  Fishguard  and  Boss- 
lare  Bailway  and  Harbour 
Co.  Guaranteed  Pref .  U  % 
Stook         ..        ..        .. 


„  Dsbtobs  on  Loan  Account 
„  Cash  at  Bankers 
„        „    in  hand  . . 


9.915  14    6 


1,000    0    0 


1.000    0    0 


964  12    5 


1.085    7    7 


£13,459  17  11 


„  Income    and     Expenditube 

Account  : — 

Deficit  on  3l8t  March  1906 

Less    Surplus  for  the  year 

ended  dl8t  March  1907   .. 

Net  Deficit 


485    8  10 
0  10  11 


49    3    1 
25  19    5 


2,000    0    0 

12.915  14    6 
85    0    0 


485  19    9 


23    8    8 
£18,459  17  11 


We  have  examined  the  above  Accounts  with  the  Books  and  Vouchers  of  the  Association,  and  certify  the  same  to  be  correct. 
We  have  ascertained  that  the  securities  are  registered  in  the  names  of  the  Treasurers.  The  Bankers  have  certified  the  correctnecs 
of  the  Bank  Balance. 

i;   LIND^Xy^FISHER.  F.CA.  \fionorary  Auditors. 


Umdom,  April  J6th  1907. 


The  Chairman  on  rising  to  move  the  adoption  of  the  Report 
and  Acxounts  said  he  was  sure  all  present  would  agree  with 
him  in  expressing  r^;ret  at  the  absence  of  their  President, 
Mr.  Waterhonse.  (Hear,  hear.)  That  gentleman  took  the 
deepest  interest,  not  only  in  the  Institute  itself,  but  especially 
in  the  Benevolent  Association,  and  it  must  be  as  gratifying 
to  him  as  it  was  to  those  attending  that  meeting  to  see  in 
the  report  much  to  encourage,  although  he  ventured  to 
think  there  was  much  to  discourage.    The  encouraging  part 


was  that  they  now  numbered  530  members,  with  an  increase 
during  the  past  year  of  99.  He  believed  he  was  right  in 
saying  that  that  increase  was  due  very  largely  to  the  energy 
and  activity  of  their  President.  It  would  be  noticed  from 
paragraph  2  of  the  report  that  the  result  had  been  an 
addition  to  the  annual  subscriptions  of  ;^2i3  38.  Here 
again  was  ground  for  encouragement.  But  turning  in  the 
opposite  direction  they  found  that,  roughly  speaking,  out  of 
a  total  of  something  hke  2,600  practising  accountants  in 
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connection  with  the  Institute,  only  503  were  in  any  way 
subscribers  or  members.  Surely  they  ought  to  consider 
whether  something  could  not  possibly  be  done  to  bring  the 
Association  under  the  notice  of  the  large  number  of  their 
members  who  really  did  not  subscribe  at  all.  It  did  not 
follow  that  they  were  all  to  be  asked  to  be  vice-presidents  or 
governors,  but  a  nominal  subscription — whether  it  was  a 
guinea,  a  half  guinea,  or  five  shillings — from  anything  like 
the  number  who  did  not  at  present  subscribe  would  add 
very  materially  to  the  income  and  the  funds  of  the 
Association.  (Hear,  hear.)  It  might  be  said  they  had 
as  much  as  they  wanted.  He  wished  those  who  thought 
that  would  read  the  accounts  printed  in  the  report  for  the 
past  year,  and  that  they  could  hear  the  applications 
which  were  made,  which  was  an  indication  of  the  sad 
distress  that  seemed  to  prevail  right  and  left.  Then 
they  might  ask  themselves  the  question,  how  soon  it 
might  be  the  lot  of  others  to  make  similar  applications. 
Surely  they,  as  Chartered  Accountants,  and  especially  those 
who  had  been  successful  in  their  practice,  were  able, 
desirous,  and  willing,  to  help  those  who  were  in  want. 
Surely  if  only  the  members  would  think  thus,  they  would 
stir  themselves  up  to  give  something  in  connection  with  an 
act  of  mercy  and  an  act  of  charity.  The  Benevolent  Society 
supplied  a  great  want,  and  it  would  be  a  very  sorry  day  for 
the  Institute  to  find  its  funds  diminishing.  Therefore  he 
hoped  they  might  prevail  upon  the  energetic  Accountant 
newspaper  to  once  more  sound  the  note  of  a  desire  to  increase 
the  funds  of  the  Association,  and,  as  a  result,  if  only  a  small 
proportion  of  the  non-subscribers  would  give  a  little  it  would 
materially  help  the  Committee  and  enable  them  to  do  more 
in  the  way  of  assisting  those  who  were  in  need.  He  was 
assured  by  the  President  that  on  many  occasions  during  the 
past  year  the  Committee  had  had  such  depressing  cases 
brought  before  them  that  had  they  had  funds  in  hand  they 
would  readily  have  given  a  larger  grant  than  they  had  been 
able  to.  Then,  again,  as  the  membership  of  the  Institute 
increased,  a  greater  demand  must  come  on  the  Association. 
He  urged,  therefore,  all  those  who  took  an  interest  in  the 
welfare  of  the  Association  to  do  what  they  could  in  their 
various  centres,  and,  wherever  they  knew  there  was  a  prac- 
tising accountant,  to  try  and  obtain  more  subscribers  and 
do  something  to  help  those  who  were  unable  to  help  them- 
selves. He  could  not  pass  over  the  report  without  referring 
to  the  very  gratifying  gift  from  the  President  of  the  Institute, 
Mr.  Peat,  of  ;f2,ooo  to  the  Benevolent  Association. 
(Applause.)  It  would  be  noticed  that  this  gift  was,  at  the 
request  of  the  donor,  to  be  known  as  the  •'  Edith  Peat 
Gift,"  to  be  separately  invested,  and  its  income  to  be  appli- 
cable to  the  general  purposes  of  the  Association.  This  was 
another  instance  of  the  generosity  of  Mr.  Peat.  He  could 
well  understand  that  it  would  have  been  very  difficult 
for   the    President   of    the    Institute   to   have    remained 


to  occupy  the  post  that  he  himself  had  been  asked 
to  occupy,  knowing  that  reference  must  be  made 
to  this  exceptionally  generous  gift.  They  remembered,  in 
connection  with  the  Institute,  that  not  long  ago  Mr.  Peat 
gave  ;fi,ooo  to  be  invested  as  a  "Fletcher  Prize."  Now, 
almost  within  twelve  months,  they  were  receiving  a  second 
gift  at  the  hands  of  Mr.  Peat,  and  he  (the  Chairman)  was 
sure  they  would  all  desire  to  express  to  that  gentleman 
their  sincere  and  heartfelt  thanks  for  his  gen-erosity  and 
the  great  interest  he  took  in  t^e  profession  and  in  the 
Benevolent  Association.  (Applause.)  He  might  add  th-^t 
as  the  recent  gift  from  the  President  of  the  Institute  wis 
to  be  called  the  "  Edith  Peat  Gift,"  they  desired  to  express 
also  the  pleasure  they  would  have  in  handing  down  to 
posterity  the  name  of  Pea/t,  always  so  generous  and  so 
good  in  the  interests  of  the  profession.  He  could  not  con- 
clude without  referring  to  the  good  work  of  their  friend* 
Mr.  van  de  Linde,  who  again  had  borne  certain  expenses 
in  connection  with  postage  and  printing.  Mr.  van  de 
Linde  had  been  a  good  friend  to  the  Benevolent  Associa- 
tion, and  he  trusted  that  gentleman  might  live  long  to 
continue  such  friendship.  (Applause.)  He  concluded  by 
moving  the  adoption  of  the  report  and  statement  of 
accounts. 

Mr.  J.  B.  Ball,  F.C.A.,  seconded  the  motion. 

Mr.  W.  M.  Barnard,  F.C. A.,  desired  to  ask  a  question.  It 
occurred  to  him,  while  listening  to  the  Chairman's  some- 
what doleful  remarks  with  regard  to  the  number  of  sub- 
scribers, that  they  had  just  held  a  meeting  of  the  Institute 
itself,  at  which  it  was  reported  that  the  balance  of  income 
over  expenditure  was  something  like  /'3»ooo — an  excess 
which,  he  believed,  occurred  from  year  to  year.  It  was,  in 
fact,  many  years  since  it  was  below  ;f3,ooo.  Was  it  not 
within  the  province  of  the  Institute  to  vote  something  to 
the  Benevolent  Fund?  It  might  be  that  this  was  contrary 
to  the  Bye-laws,  but  surely  the  Bye-laws  could  be  altered 
to  meet  the  case. 

The  Chairman  replied  that  it  would  be  rensembered 
that  this  question  had  been  raised  many  times  before. 
They  had  (no  power  under  the  Charter  or  under  the  Bye- 
laws  to  do  what  was  suggested ;  but  it  had  been  held  by 
members  over  and  over  a^ain  that,  even  if  they  had,  the 
funds  of  the  Institute  ought  not  to  be  used  for  the  purposes 
of  a  charitable  institution.    (Hear,  hear.) 

Mr.  J.  Mather,  F.C. A.,  inquired,  as  a  matter  of  information, 
whether  it  was  contrary  to  the  Bye-laws  for  the  Council  of 
the  Institute  to  have  voted  100  guineas  a  few  years  back 
to  the  assistance  of  certain  people  who  went  out  to  engage 
in  a  war? 

The  Chairman  said  he  thought  he  would  rather  that  Mr, 
Mather  should  ask  the  President  that  question  next  year. 
(Laughter.)  He  believed  he  was  right  in  saying  that  it 
was  not  the  Council  who  made  that  grant,  but  that  the 
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members  of  the  Institute  did  it  themselves.  If,  howieyer. 
Mr.  Mather  axid  he  (the  Chairman)  were  alive  twelve 
months  heace>  the  question  might  very  well  be  put  then. 

The  motion  was  carried. 

Mr.  T.  BowDEN,  F.C.A.,  proposed  the  re-election  of  Mr.  E. 
Hobbs,  F.C.A.,  and  Mr.  F.  L.  Fisher,  F.C.A.,  as  Honorary 
Auditors,  and  in  doing  so  said  that  he  thought  the 
members  should  express  their  thanks  to  these  gentlemen 
for  their  services  in  the  past  year,  and  hope  that  they 
would  continue  to  do  this  duty  on  behalf  of  the  Associa- 
tion in  the  ensuing  year.  While  he  was  on  his  legs  he 
might  add  that  he  thought  something  more  should  be  done 
for  the  Association  in  the  provinces.  He  alluded  to  this 
matter  last  year,  and  he  was  glad  to  say  that  Newcastle- 
on-Tyne  stood  out  as  doing  its  duty  to  this  Benevolent 
Fund,  and  the  result  was  owing  entirely  to  his  taking  a 
little  trouble  about  it.  He  believed  that  many  of  the 
members  of  the  Institute  only  wanted  to  have  this  matter 
brought  particularly  before  them  to  induce  them  to  sub- 
scribe. (Hear,  hear.)  He  threw  this  hint  out  to  members 
who  might  be  present  from  the  provinces,  because  he  was 
quite  sure  that  what  was  done  in  Newcastle  might  be  done 
in  other  towns. 

Mr.  E.  D.  White,  F.C.A.,  in  seconding  the  resolution, 
suggested  to  the  Committee  the  desirability  of  appointing 
Sub-Committees  in  the  provinces  to  deal  with  this  matter 
specially.  He  thought  that  a  great  deal  might  be  done  if 
those  Committees  could  accept  responsibility  in  the  matter 
and  could  undertake  to  use  their  local  influence.  He  was 
quite  sure  that  personal  application  would  yield  far  better 
results  than  any  number  of  circulars.  It  would  also  give 
the  local  members  a  certain  amount  of  responsibility,  and 
he  thought  that  the  result  would  be  much  more 
encouraging. 

Mr.  T.  Gregory,  F.C.A.,  remarked  that  so  far  as  Man- 
chester was  concerned,  it  did  not  occupy  even  yet  as  good  a 
position  as  he  would  like,  but  still  there  was  an  improvement  in 
the  position  since  last  year.  That  was  due  to  a  great  extent  to 
personal  application.  In  the  report  just  issued  by  the  Man- 
chester Society  of  Chartered  Accountants  there  was  a  refer- 
ence to  the  claims  of  the  Benevolent  Association  and  a 
request  to  the  meml>ers  to  subscribe.  That  report  had  just 
been  issued,  and  he  did  not  know  whether  it  had  had  any 
result. 

Mr.  J.  W.  Bakber,  F.C.A.,  thought  they  might  encourage 
some  of  the  members  to  subscribe  by  letting  them  know  that 
they  could  give  less  than  a  guinea.  The  standard  seemed 
to  be  a  guinea,  but  if  they  encouraged  some  of  the  younger 
members  to  give  half-a-guinea  he  believed  they  would  get 
much  more  money  than  by  aiming  at  getting  a  guinea  from 
each.  Undoubtedly  some  of  the  younger  members  would 
feel  a  guinea  rather  a  heavy  tax  on  them,  whereas  if  they 


were  encouraged  to  give  half-a-guinea  they  would  do  it 
cheerfully. 

Mr.  T.  G.  Shuttleworth,  F.C.A.,  said  he  thought  some- 
thing of  that  kind  had  been  done  in  the  past.  The  local 
Societies  had  made  collections.  He  thought  he  was  right 
in  saying  that  both  Manchester  and  Sheffield  made  some 
collections  from  the  members.  Sheffield,  he  believed,  did, 
aiKl  the  sum  of  ^£27  4s.  yd.  which  appeared  in  the  list  of 
donations  was  partly  made  up  in  that  way. 

The  Hon.  Secretary  said  he  did  not  think  that  was  so. 
It  was  before  his  time,  but  he  rather  thought  that  amount 
was  the  balance  from  some  autumnal  meeting. 

Mr.  Shuttleworth  said  there  was  a  request  to  Sheffield 
to  make  similar  contributions,  and  he  was  under  the 
impression  that  some  members  had  complied.  However, 
he  quite  agreed  with  the  suggestion  that  U  was  desirable 
that  the  local  Societies  should  collect.  In  Sheffield  a  good 
deal  had  been  done  by  personal  application  to  the 
members,  and  a  little  while  ago  the  list  of  mibscribing 
members  was  considerably  increased.  He  hoped  it  would 
be  further  increased  in  the  future. 

The  Chairman  said,  with  reference  to  the  suggestion 
about  Sub-Committees  of  provincial  Societies,  it  had  been 
long  felt  that  local  Societies  were  the  right  centres  to 
appoint  small  Sub-Committees  or  Canvassing  Committaei 
to  augment  the  list  of  subscribers  in  connection  with  this 
fund.  They  were  on  the  spot,  and  knew  the  various 
people,  and  they  had  taken  a  deep  interest  in  the  Associa- 
tion. This  was  done  at  Liverpool,  and  also  in  Birming- 
ham, with  very  good  results,  and  he  thought  their  friends 
in  Manchester,  although  they  were  issuing  an  appeal, 
might  well  emulate  the  example  of  Birmingham,  because 
he  found  that  although  an  appeal  had  been  made  the 
result  was  only  one  subscriber. 

Mr.  Shuttleworth  remarked  that  the  appeal  had  only 
been  sent  out  some  three  or  four  weeks  ago,  but  during  the 
last  twelve  months  there  had  been  several  new  subscribers. 
Three  or  four  which  he  could  name  off-hand  had  been  the 
result  of  his  personal  appeal. 

The  Chairman  said  that  was  perfectly  true,  but  he  thought 
there  was  a  great  deal  more  to  be  done  around  Manchester. 
He  quite  agreed  with  the  suggestion  made  by  Mr.  Barber. 
There  was  no  doubt  that  the  more  they  could  make  it  known 
how  gladly  they  would  receive  subscriptions  of  half-a- 
guinea  as  well  as  a  guinea  the  better  it  would  be  for  the 
Association,  and  it  might  possibly  increase  their  number. 
He  was  told  by  the  Hon.  Secretary  that  that  possibly  might 
mean  some  slight  amendment  in  the  rules,  but  he  was  quite 
sure  that  the  members  would  gladly  make  that  amendment 
at  some  future  time  if  it  were  shown  that  there  was  an 
inclination  on  the  part  of  members  to  subscribe  half-a- 
guinea  where  they  did  not  see  their  way  to  give  a  guinea. 
The  motion  was  carried  unanimously. 
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Mr.  F.  W.  PiXLEY.  F.C.A.,  said  they  ought  not  to  separate 
without  passing  a  vote  of  thanks  to  Sir  Walter  Fisher  for  so 
kindly  presiding  in  the  absence  of  Mr.  Waterhouse.  He 
wished  also  to  take  the  opportunity  of  thanking  the  Hon. 
Secretary  for  all  the  work  he  had  done  during  the  past 
year.  (Hear,  hear.)  There  was  a  great  deal  to  do  in 
connection  with  the  collection  of  subscriptions  and  the 
administration  of  the  fund  generally. 

Mr.  John  Gane,  F.C.A.,  in  seconding  the  motion,  referred  to 
the  extreme  versatility  of  the  Chairman,  remarking  that  it  was 
within  his  knowledge  that  Sir  Walter  was  not  aware  half- 
an-hour  before  the  meeting  that  he  would  have  to  be  the 
presiding  genius,  and  the  fact  that  he  could  come  in  that 
time  prepared  with  an  interesting  address  spoke  volumes 
for  his  general  ability. 

The  motion  was  cordially  adopted. 

The  Chairman  briefly  acknowledged  the  compliment, 
stating  that  their  thanks  were  not  only  due  to  the  Hon. 
Secretary,  Mr.  Colville,  but  also  to  the  members  of  the 
staif,  who  worked  most  willingly  and  generously  in  helping 
forward  this  movement,  which  they  had  so  much  at  heart. 

The  proceedings  then  terminated. 


Tuition  of  Cbartered  accountant  Student 
Societies^ 


Prize  Essay  Competition. 


The  result  of  Mr.  W.  B.  Peat's  arbitration  in  the  prize 
essay  competition,  *'  The  Uses  and  Limitations  of  the  Card, 
*'  Loose-leaf  Ledger,  and  Slip  Systems  in  relation  to  matters 
••  of  Account,**  is  as  follows : — 

ist  prize,  Mr.  N.  Doyle,  London  Chartered  Accountant 
Students  Society. 

2nd  prize,  Mr.  S.  P.  Short,  Sheffield  Chartered  Accoun- 
tants Students'  Society. 

3rd  prize,  Mr.  Stewart  Green,  Sheffield  Chartered  Accoun- 
tants Students*  Society. 


Annicipal  parliament 


(From  The  Municipal  Journal.) 
The  annual  meeting  of  tihe  Association  of  Muoicipal 
Corporationa  was  held  in  the  Council  Chamber  of  the 
Goildhall,  City  of  London,  on  Thursday,  the  iStb  ult. 
The  New  Pt  est  dent  and  Vice-President. 
The  Lord  Mayor  (Alderman  Sir  W.  P.  Treloar)  took  the 
chair  at  the  opening  of  the  proceedings,  and  welcomed 
the  delegates  to  the  City  of  London.    He  said  he  was  quite 


certain  that  their  deliberations  would  be  to  the  benefit 
of  the  municipalities  the  Association  represented,  and 
therefore  of  benefit  to  the  whole  country.  He  would  move 
that  the  best  thanks  of  the  Association  be  accorded  to  Mr. 
Harmood-Banner  for  his  valuable  services  and  assistance 
during  the  past  year  as  Vice-President,  and  that  he  be 
elected  President  for  the  ensuing  year.  He  was  confident 
tihat  Mr.  Harmood -Banner  would  make  an  excellent 
President. 

The  I-ord  Mayor  of  York,  in  seconding,  said  they  would 
have  cau^e  to  congratulate  themselves  if  they  secured  Mr. 
Harmood-Banner's  services. 

The  motion  was  unanimously  carried. 

Mr.  Harmood-Banner,  having  taken  the  chair,  said  he 
desiited  to  tbank  them  most  heartily  for  his  election  to  the 
Presidency  of  the  Association,  and  also  for  the  vote  of 
thanks.  He  was,  as  some  of  them  might  know,  not  new  to 
municipal  life,  as  he  bad  acted  for  a  good  many  years 
as  Chairman  of  the  Finance  Committee  of  the  Liverpool 
City  Council.  In  that  capacity  he  had  both  learned  to 
admire,  to  desue  the  dignities,  and  to  assist  in  every  way 
the  interests  of  municipal  life.  He  hoped  he  m^ght 
worthily  fulfil  the  duties  of  his  new  office.  If  he  failed,  it 
would  not  be  for  lack  of  zeal  on  his  own  part.  His  first 
duty  was  to  ask  them  to  express  thek  thanks  to  the  Lord 
Mayor  for  his  inteiest  in  the  afiteirs  of  the  Association,  and 
for  his  witty  and  excellent  speech  on  the  preceding  even* 
ing,  and  for  pennitting  them  the  use  of  the  room  in  which 
they  weie  met. 

A  vote  of  thanks  having  been  accorded, 

Mr.  J.  H.  Thewlis,  ex-Lord  Mayor  of  Manchester,  moved 
that  Mr.  A.  H.  Scott,  M.P.,  be  elected  Vice-President  of 
the  Association  for  the  ensuing  year.  He  said  that  when 
Sif  James  Woodhouse,  their  late  President,  was  appointed 
to  the  post  of  Railway  Commissioner  he  now  occupies,  the 
question  arose  as  to  how  the  Association  was  to  he 
officered,  and  a  special  Sub-Committee  was  appointed  to 
deal  with  the  matter.  The  whole  subject  was  considered 
as  one  of  the  greatest  importance,  as  they  all  knew  how 
essential  it  was  that  they  should  have  men  of  consider- 
able municipal  experience  and  qualifications  enabling  them 
to  promote  the  interests  of  municipal  measures.  Mr. 
Harmood-Banner  was  happily  prevailed  on  to  accept 
nomination  to  the  post  of  President,  and  after  a  good  deal 
of  deliberation  the  Sub-Committee  finally  fixed  upon  Mr. 
Scott  for  the  office  of  Vioe-President.  He  was  confident 
that  if  they  appointed  Mr.  Scott  they  would  have  a  man 
well  able  to  discharge  any  duties  they  might  require  of 
him.  He  was  a  man  of  considerable  municipal  experience, 
vigour,  and  enex^gy,  and  a  man  of  integrity. 

The  xesolution  was  seconded  by  the  ^fayor  of  Hull,  and 
carried  unanimously.  - 


May  4,  1907. 


THE    ACCOUNTANT 


619 


Mr.  Scott  said  he  appreciated  very  heartily  this  honour 
they  had  jost  conferred  upon  him.  As  his  friend  Mr. 
Tbewlis  satd,  he  had  had  considerable  ezpezuence  in 
.  municipal  life ;  of  Parlian^ieiatary  life  be  had  had  but  a  brief 
experience.  Of  this,  however,  he  was  convinced,  that  those 
great  questions  that  municipalities  felt  so  keenly  about 
would  have  to  be  developed  and  achieved  by  the  munici- 
palities themaelves,  and  not  by  Parliament.  He  was  sure 
that,  in  taking  this  office  he  would  take  it  with  the  full 
knowledge  of  the  responeibilities  associated  with  mundcipal 
government,  determined  to  use  whatever  influence  he  could 
to  support  those  municipalities,  regardless  of  party.  He 
believed  that  by  their  united  activirties  they  would  not 
only  achieve  greater  liberty  for  municipalities,  but  they 
would  stop  any  infringemenits  of  the  liberties  they  now 
possessed.  That  would  be  the  work  to  which  he  would 
devote  himself  in  Parliament.  In  conclusion,  he  thanked 
them  for  giving  him  the  opportunity  of  being  of  assistance 
to  the  munoctpal  governments  of  this  country. 

Election  of  the  Members  of  the  Council. 
The  Secretary  reported  that  the  voting  for  the  constituent 
members  of  the  Council — ^viz.,  30  county  boroughs,  30  non- 
county  boroughs,   and  two  metropolitan   boroughs — ^had 
resulted  as  follows :  — 

Thirty  County  Boroughs. — Hull,  55  ;  Nottingham,  52 ; 
I^verpool,  50 ;  Bradford,  48 ;  Southampton,  47  ;  Hastings, 
45  ;  Sunderland  45  ;  Wolverhampton,  45  ;  Blackpool,  44 ; 
Boumenwuth,  44 ;  Brighton,  44 ;  Huddersfield,  44 ;  Leeds, 
44 ;  Bath,  43  ;  Boliton,  43 ;  Leicester,  43  ;  Manchester,  43  ; 
Reading,  43 ;  York,  43 ;  Chester,  42 ;  Croydon,  42 ; 
Birminghcoo,  41 ;  Derby,  41 ;  Northampton,  41 ; 
I'lymouth,  41 ;  South  Shields  41  ;  Burnley,  40 ;  Coventry, 
40 ;  Rochdale,  39 ;  Stockport,  39  votes. 

Thirty  Non-County  Boroughs. — ^Abingdon,  129;  Leam- 
ington, 126;  Winchester,  123;  Scarborough,  123;  Peter- 
borough,  119;  Wallingford,  119;  Folkestone,  117; 
Bridgnorth,  116;  Harrogate,  116;  Wisbech,  115;  Leigh, 
113;  Lowestoft,  112;  Eocles,  iii;  Doncaster,  108; 
Torquay,  108;  Macclesfield,  107;  Windsor,  107;  Ealing. 
106 ;  Crewe,  105 ;  Dover,  105 ;  Shrewsbury,  105 ;  East- 
bourne, 104 ;  Nelson,  103 ;  Luiton,  loi ;  Stockton-on-Tees, 
97  ;  Longton,  94 ;  Wakefield,  89 ;  Carlisle,  88 ;  Chelten- 
ham, 83 ;  Cambridge,  71  votes. 

Two  Metropolitan  Boroughs.— Woolwich,  4;  Hamp- 
stead,  3. 

The  Presidenfs  Speech. 

The  President  then  proceeded  to  move  that  the  report 
for  tb^  year  1906,  and  the  Secretary's  statecnezxt  of 
acconnts,  be  received,  approved,  and  printed  and  circu- 
lated amongst  the  members.  He  said  : — I  think  you  will 
like  lae  firat  to  express  on  your  aikd  my  behalf  our  great 


regret  at  the  retirement  from  his  position  as  President,  to 
which  he  was  elected  last  year,  of  our  good  friend  Sir 
James  T.  Woodhouse,  M.P.  We  foresaw  that  one  who  is 
of  such  great  service  to  the  Council  of  the  nation  would 
soon  obtain  the  advancement  which  his  distinguished 
record  deserves,  and  we  congratulate  him  upon  his  appoint- 
ment to  the  position  of  Railway  Commissioner — an  office 
in  which  he  will  be  of  the  greatest  service  to  our  national 
interests.  We  were  all  pleased  last  night  to  observe  that  he 
stiJl,  like  Sir  Albert  Rollit,  takes  the  warmest  interest  in 
our  proceedings.  I  allude  with  regret  to  the  account  of 
receipts  and  payments  in  the  report,  as  I  find  that  the 
balance  of  cash  at  the  bank  is  less  at  the  end  of  >he  year 
than  at  the  commencement  of  the  year,  and  therefore  it 
shows  that  our  payments  have  exceeded  our  receipts. 
Fortunately,  we  have  a  good  balance  in  hand,  which  is 
there  only  for  the  puspose  of  being  used,  and  I  have  no 
doubt  that  the  fuiture,  in  the  hands  of  such  influential 
bodies  as  our  municipal  corpoiiations,  will  take  care  of 
itself,  and  we  need  have  no  fear.  We  have  only  added 
one  addiitional  borough  to  our  number,  the  boiough  of 
Wimbledon.  Now,  amongst  the  great  number  of  bills 
(about  eighty)  which  came  under  the  cognisance  of  our 
Association,  and  especially  of  the  Law  Committee,  during 
last  year  were,  notably— The  Unemployed  Workmen's  Act, 
1905  ;  the  Education  Bill,  1906 ;  the  Training  of  Teachers, 
and  the  Bill  passed  by  the  President  of  the  Local  Govern- 
ment Boaffd  as  a  result  of  our  representations  in  the  case 
of  Godden  v,  Hythe  Burial  Board,  to  remedy  the  evil  com- 
plained of.  The  duties  of  Parliament  are  becoming  every 
year  more  exacting,  and  therefore  we  rely  on  associations 
like  yours  and  others  to  assist  us  by  submitting  Bills 
clothed  in  such  a  dress  as  will  make  them  intelligible  to  the 
public.  I  should  like  shortly  to  refer  to  the  subject  of 
planning  of  suburbs,  which  was  introduced  by  the  Lord 
Mayor  of  Manchester,  and  also  the  Motor-Car  Commission,  - 
for  which  we  are  greatly  indebted  to  the  valuable  evidence 
of  Mr.  E.  R.  Fickmere,  the  Town  Clerk  of  Liverpool. 

The  Planning  of  Suburbs. 
The  subject  of  the  planning  of  suburbs  is  still  under  the 
consideration  of  a  committee.  I  think  we  feel  that  if  a 
scheme  of  this  sort  can  be  carried  out  it  is  one  we  should 
all  like  to  support.  We  would  like  our  suburbs  to  be 
things  of  beauty  and  joys  for  ev^,  and  to  prevent  the 
existence  of  that  state  of  things  which  has  occurred  in  the 
past  of  creating  dry,  arid,  and  uniuteresting  streets  of  no 
use  to  the  community  except  as  eating  and  sleeping  places, 
and  depriving  the  suburbs  of  the  width  and  air  so  neces- 
sary to  the  health  of  the  people.  If  a  well-matured  scheme 
is  applied  early,  the  expense  of  wide,  beautisful  stxeets 
is  small,  whereas  when  buildings  have  been  erected  and 
streets  made  t&e  expense  of  alteration  is  very  heavy,  and 
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however  much  improvement  may  be  desired,  the  expense 
falling  upon  rates  forbade  the  indulgence. 

Motor-Cars  and  Highway  Expenditure, 
In  reference  to  the  Motor-Car  Conmiission,  the  evidence 
given  by  Mr.  Pickmere  on  behalf  qf  the  Association  was 
extremely  valuable,  and  whilst  the  Law  Committee  differ 
from  the  suggestions  of  the  Mo<tor-Car  Commission,  I  think 
we  shall  probably  back  up  the  opinion  of  our  Law  Com- 
mittee. As  you  know,  our  Law  Committee  are  strongly  of 
opinion  that  there  shall  be  no  chaiige  in  the  allocation  of 
tibe  existing  taxes  on  motor-cars  or  on  ordinaiy  cairiages, 
and  that  an  additional  tax  should  be  levied  for  the 
special  puxpose  of  remedying  the  evil  created  by  motor- 
cars. Of  course,  we  are  always  very  jealous  of  any  inter- 
ference with  the  money  we  receive  in  relief  of  rates,  and  in 
this  case  our  Law  Committee  very  rightly  thinks  that  there 
should  be  no  withdrawal  of  the  reduction  on  local  taxation 
grants,  but  that  motorists  should  pay  an  additional  tax 
for  aoy  exoeesive  damage  caused  by  them  to  roads  in 
country  areas.  I  am  a  motorist  myself,  but  I  quite  think 
thai  those  of  us  who  use  these  vehicles  should  pay  for 
our  luxuries. 

Audit—The  £.  G>  B.  and  the  Asscfciation, 
You  will  probably  expect  me,  as  your  President  of  this 
year,  to  refer  especially  to  the  question  of  audit  of  the 
accounts  of  municipal  corporations.  Both  as  a  Chartered 
Accountant  myself,  and  therefore  specially  interested  in 
the  matter  referred  to,  and  also  having  had  the  advantage 
of  acting  as  Chairman  of  the  Finance  Committee  of  the 
largest  city  in  England  outside  the  metropolis,  I  may  be 
regarded  as  having  some  experience  on  this  question. 

The  first  thing  I  should  like  to  say  would  be  to  express 
mgr  great  regret  that  no  action  has  been  taken,  either  by 
the  late  Conservative  Government  or  the  present  Liberal 
Government,  on  the  recommendations  of  the  Joint  Select 
Committee  of  the  Lords  and  Commons  in  reference  to 
municipal  audit  which  were  issued  in  1904.  The  principal 
point  of  those  recomanendations  was  to  suggest  the 
appointment  of  professional  auditors,  members  of  any  of 
the  established  Societies  of  Accountants,  in  place  of  the 
present  elective  auditor  system  and  the  Local  Government 
Board  auditor  system. 

"" Under  the  Heel"  of  the  L.  G.  B, 
Now,  I  am  afraid  that  unless  we  use  our  infiuence 
further  than  by  recording  the  resolution  which  was 
passed  in  December  1904,  which  read  ''that  the  Govem- 
■  ment  be  requested  to  give  effect  to  the  report  of  the  Joint 
"  Committee  with  respect  to  municipal  audit  at  the  earliest 
"possible  date,"  we  shall  find  ourselves  very  shortly  under 
the  heel  of  the  Local  Government  Board.  It  is  not  a 
question  of  either  sid(e  in  politics— both  are  alike  blame- 


able — ^but  it  would  seem  that  the  permanent  officials  vety 
soon  acquire  the  real  influence  at  the  Local  Government 
Board,  and  whilst  no  one  more  so  than  ourselves  under- 
stands and  values  the  high  qualities  and  integrity  and 
ability  of  the  permanent  officials  of  the  Local  Government 
Board,  yet  we  know  that  they,  if  I  may  put  it  not 
offensirvely,  have  perhaps  stereot3rped  views,  no  commercial 
experience  like  the  members  of  this  Association,  and  take 
a  hard  and  fast  line,  which,  especially  in  these  days  of 
municipal  trading,  is  not  in  the  interest  of  the  municipali- 
ties, and  quite  contraiy  to  the  ease  and  facility  with 
which  we  desire  to  conduct  our  business. 

Well,  the  evidence  we  have  that  an  independent  audit 
is  not  receiving  the  full  consideration  it  deserves  may  be 
shown  by  one  or  two  examples. 

First,  the  refusal  of  the  Local  Government  Board 
auditor  to  allow  a  subscription  to  our  Association  as  part 
of  the  expenditure  of  a  London  borough  and  the  difficulty 
we  have  in  obtaining  redress. 

Audit  Clauses  in  Government  Measures. 
Next,  in  the  Unemployed  Workmen's  Act,  1905,  the 
auditors  of  the  Local  Government  Board,  Section  4  (3)  and 
ig),  are  empowered  to  make  resolutions  for  the  audit  in 
the  same  manner  as  the  auditor  of  accounts  for  the  public 
council. 

In  the  Municipal  Milk  Dep6ts  Bill  lately  introduced, 
similar  provisions  for  Local  Government  Board  audit  are 
inserted,  notwithstanding  the  fact  that  the  expenses  come 
out  of  the  general  district  rate,  and  in  Mr.  Haldane*s 
New  Territorial  Foroes  Bill  similar  provisions  for  Local 
Government  Board  audit  are  included,  on  the  groimd,  I  pre- 
sume, that  there  is  contribution  by  the  Imperial  taxes.  This 
latter  matter  does  not  refer  to  our  Municipal  Association, 
but  it  is  an  assertion  of  the  principle.  We  look  forward 
with  some  apprehension  to  the  report  of  the  Departmental 
Committee  on  Local  Government  Accounts,  lest  they  too 
should  make  some  suggestions  for  a  Local  Government 
Board  audit.  We  want  to  have  the  result  of  that  Com- 
mittee's deliberations,  which  we  hope  will  give  us  some 
system  of  accounts  which  shall  be  plain  and  intelligible  to 
members  of  the  community,  a^d  show  the  real  position  of 
the  municipalities.  I  believe  from  my  own  experience  that 
the  municipalities  are  considerably  richer  and  more  solvent 
than  the  public  believe,  and  a  proper  form  of  accounts  will 
show  that.  The  present  tendencies  show  that  we  must  exert 
ourselves  if  we  are  to  keep  our  municipal  expenditure  out 
of  the  control  of  the  Local  Government  Board  audit.  The 
point  which  I  need  not  enforce,  but  which  I  think  we  all 
consider  desirable,  especially  when  the  extension  of 
trading  is  going  on  and  ease  and  rapidity  of  transactiDg 
business  is  required,  besides  a  wider  view  of  the  freedom 
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requisite  to  enable  municipal  trading  fairly  to  compete 
with  ordinaiy  commercial  lines,  is  that  we  must  not  be 
hampered  by  regtdations  and  by  fear  that  our  expenditure 
will  be  disallowed  by  the  Local  Government  Board 
auditors. 

The  Four  Audits. 
There  are,  as  you  know,  four  forms  of  audit.  First,  the 
internal  audit  of  accounts.  All  the  municipalities  who  can 
stand  the  expense  ought  to  have  a  very  close  form  of 
internal  audit  in  their  accounts.  An  internal  audit  means 
to  a  great  extent  audit  before  payment.  You  check  your 
voucher  for  payment  before  payment  is  made :  you  look 
and  see  that  what  you  have  to  pay  is  duly  authorised  by 
standing  orders,  Acts  of  Parliament,  and  the  sanction  of 
the  Local  Government  Board.  You  should  exercise  that 
control  before  payment,  and  it  would  save  you  a  great 
deal  of  trouble.  We  all  know  the  elective  auditors,  and 
also  the  Local  Government  Board  auditors,  and  their 
lespective  qualities — I  need  not  refer  to  them — but  no  one 
will  accuse  them  of  taking  broad  and  statesmanlike  views 
upon  the  question  of  principles  of  accounts,  and  in  the 
case  of  the  elective  auditors,  their  position  frequently,  as 
nominees  of  party,  deprives  their  opinions  of  any  real 
value.  The  services  of  the  elective  auditor  are  extremely 
valuable  in  checking  tea-money,  lunch-money,  &c.,  but 
unfortunately  he  is  appointed  on  a  party  basis.  The 
Local  Government  Board  auditor  is  excellent  for  seeing 
moneys  have  been  paid  in  accordance  with  legal  provision, 
but  he  is  too  stringent  in  looking  after  the  pence  without 
looking  after  the  pounds.  The  professional  audit  is  the 
one  that  gives  the  greatest  confidence.  It  goes  beyond 
mere  questions  of  payment.  It  looks  to  see  if  the  accounts 
submitted  are  really  true  and  proper  statements  of  accounts 
to  submit  to  a  commfunity,  that  capital  and  revenue  are 
properly  apportioned,  that  reserve  are  provided,  and,  in 
short,  that  general  experience  and  a  large  commercial 
view  are  applied  in  the  audit  of  accounts  to  our  municipal 
trading,  so  that  we  can  stand  up  in  the  face  of  the  world 
and  say  that  we  are  presenting  an  honest  and  straight- 
forward statement  to  the  community.  Strong  as  we  are  in 
the  number  of  our  Association,  and  strong  in  the  fact  that 
we  represent  the  majority  of  influence  of  295  towns  and 
cities,  I  think  we  must  wake  up  to  use  our  influence  upon 
our  representatives  to  stop  the  extension  of  the  principle 
of  the  Local  Government  Board  audit,  and  even  if  we  do 
not  go  so  far  as  the  recommendations  of  the  Joint  Com- 
mittee suggest,  which,  however,  I  think  excellent,  we  must 
adopt  some  other  course  as  feasible  and  as  secure.  I  could 
dwell  on  the  subject  for  a  long  time,  but  I  think  I  have 
said  enough  to  emphasise  it.  I  will  only  say,  in  conclu- 
sion, that  I  am  obliged  to  the  Association  for  electing  mc 
their  President,  and  that  I  am  proud  of  being  connected 


with  the  patriotism,  energy,  and  ability  which  the 
members  oi  this  Association  devote  to  their  fellow- 
citizens.    (Applause.) 

Mr.  J.  Parker,  M.P.  (Halifax),  seconded.  He  remarked 
that  if  the  Association  wished  to  make  use  of  its  power  it 
was  necessary  for  it  to  concentrate  on  one  or  two  important 
points,  and  then  Parliament  would  have  to  carry  out  what 
it  desired.  x 

Control  of  Advertisement  Hoardings, 
Before  the  motion  was  put,  the  Mayor  of  Barrow-in- 
Furness  referred  to  the  Advertisements  Regulation  Bill, 
which  was  mentioned  in  the  report.  He  said  it  struck  him, 
in  reading  the  Bill,  that  it  would  only  go  a  short  way  in 
achieving  the  object  of  placing  the  power  of  control  in  the 
hands  of  the  municipalities.  It  did  not  give  any  control 
with  regard  to  the  subject-matter  of  advertisements.  He 
suggested  that  the  Conunittee,  if  it  could  see  its  way  in 
supporting  the  Bill,  might  draw  the  attention  of  the  pro- 
moters to  one  or  two  matters  of  that  character.  It  would 
be  conunon  knowledge  that  many  of  our  towns  were  dis- 
figured by  advertisement  hoardings.  He  did  not  advocate 
an  unreasonable  measure  of  power,  but  he  did  think  it 
would  be  a  very  useful  thing  indeed  if  the  municipalities 
could  control  the  site  and  character  of  the  hoardings,  so 
that  they  might  be  made  reasonably  presentable  to  the 
eye.  In  Barrow  they  had  hoardings  which  were  a  positive 
disfigurement  to  the  landscape,  and  placed  in  unsuitable 
and  undesirable  positions.  They  had  them,  for  instance, 
on  each  side  of  an  important  church,  quite  close  to  the 
entrance  gates.  The  pictures  were  not  always  of  a  desirable 
character  in  any  case,  and  it  was  specially  objectionable 
to  have  them  close  to  a  place  of  worship.  Another  point 
was  that  advertisements  were  not  always  removed  when 
they  ceased  to  fulfil  the  purpose  for  which  they  were 
erected. 

The  President  assured  his  Worship  that  the  BiU  would  be 
dealt  with  in  due  course  by  the  Parliamentary  Committee. 

The  report  was  then  carried. 

Appointment  of  Treasurer. 

On  the  motion  of  the  Mayor  of  Southampton,  seconded 
by  Councillor  Lee,  ex-Lord  Mayor  of  Liverpool,  Alderman 
Sir  W.  P.  Treloar,  Lord  Mayor  of  London,  was  appointed 
Treasurer  of  the  Association  for  the  ensuing  year. 

The  Law  Committee. 
The  Mayor  of  Walsall  moved  :  — 

That  the  best  thanks  of  this  Association  be  tendered 
to  the  Town  Clerks  of  Birmingham,  Leeds,  Liver- 
pool, Manchester,  Nottingham,  Newcastle-upon-Tyne, 
Plymouth,  and  Wolverhampton,  for  their  valuable  ser- 
vices during  the  past  year,  and  that  they  be  appointed 
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as   representatives   of  the   county   boroughs   upon   the 
Monicipcd  Law  Committee. 

The  Town  Clerk  of  Liverpool  moved  as  an  amendmdnt 
that  the  Town  Clerk  of  Blackburn  be  added. 

The  Secretary  pointed  out  that  this  would  involve  an 
alfftecation  of  the  rules.  The  number  of  the  Committee  was 
fixed  by  them. 

The  resolution  was  thereupon  carried. 

A  similar  resolution  was  passed  as  regards  the  Town 
Clerks  of  Crewe,  Durham,  Eastbourne,  Harrogat*}, 
Longton,  Macclesfield,  Scarborough,  Stockton,  as  repre- 
sentatives of  the  non-county  boroughs,  and  of  Hampstead 
and  Woolwich  as  represenitatives  of  ihe  metropolitan 
boroughs. 

Alteration  of  Ruler — Election  of  Council. 
On  the  motion  of  the  Mayor  of  GreaA  Yarmouth,  the 
following  report  of  the  Law  Committee  was  adopted :  — 

Report. 
The  Law  Committee  have  had  under  consideration  the 
following  resolution  passed  at  the  last  autumn  geneial 
meeting,  namely :  — 

That  it  is  desirable  that  Rule  VI.  should  be  altered 
so  as  to  provide  that,  in  cases  of  doubt,  county 
boroughs,  non-county  boroughs,  and  metropolitan 
boroughs  should  respectively  only  vote  for  corporations 
representing  their  own  class  of  boroughs,  and  that  it  be 
referred  to  the  Law  Committee  to  prepare  such 
amendments  in  the  rules  as  will  give  effect  to  this  reso- 
lution, and  that  notice  of  the  proposed  alteration  be 
given  for  the  next  general  meeting. 

Agenda. 
The  Committee  recommend  that  to  the  existing  rule, 
which  is  as  follows :  — 

If  any  doubt  arises  as  to  which  corporation  or  corpo- 
rations should  be  elected,  the  doubt  shall  be  deter- 
mined by  the  meeting, 

the  following  addition  should  be  made  :  — 

In  the  determination  of  such  doubt  the  votes  shall  be 
taken  of  the  representatives  of  only  those  corporations 
which  belong  to  the  same  class  as  the  corporation  or 
corporations  with  respect  to  which  the  doubt  has 
arisen,  and  where  practicable  such  votes  shall  be 
taken  by  means  of  voting  papers. 
22nd  November  1906. 

Loan  Repayment  Periods. 
Alderman     Smith      (Halifax)     moved     the     following 
resolution :  — 

That  in  the  opinion  of  this  Association  it  is  desirable 
the  Public  Health  Act,  X875,  Section  234  (4)  and  Standing 


Order  173 a  of  the  House  of  Commons  sftiould  be 
amended  so  as  to  allow  local  authorities  a  ixxm  of  60 
years  at  least  for  the  repayment  of  moneys  borrowed  for 
the  puTchase  of  land  for  waterworks  and  the  constniction 
of  such  works,  and  40  years  at  the  least  for  pipes, 
machinery,  and  other  appliances  applicable  to  such 
waterworks,  and  that  the  Council  be  empowered  to  take 
the  necessary  steps  to  give  effect  to  this  resolution. 

He  said  he  hoped  the  motion  would  receive  their  generous 
support.  Of  course,  they  would  all  agree  that  there  was 
no  greater  necessity  fcMr  the  towns  and  the  community 
than  a  good  supply  of  fresh  water.  In  the  manufacturing 
districts  they  required  a  good  deal  of  water  for  their  various 
manufactures.  The  Yorkshire  woman  considered  cleanli- 
ness next  to  godliness,  and  unless  she  had  a  good  supply 
of  water  she  was  never  content.  (A  voice:  "Why  only 
Yorkshiite?  ")  They  knew  this  was  the  case  in  Yorkshire, 
and  other  parts  of  the  country  endeavoured  to  emulate  the 
feeling.  (Laughter.)  At  Halifax  the  Corporation  had  pro- 
vided twelve  large  reservoirs,  and  thought  they  would  have 
an  abundant  supply,  but  when  a  dry  season  came  they 
found  themselves  within  a  three  days'  supply.  They 
accordingly  considered  it  wise  to  begin  to  increase  the 
reseivoixs  so  that  the  time  of  a  want  of  water  should  not 
arrive.  They  borrowed  ;^i 57,000  for  sixty  years,  for  the 
construction  of  waterworks,  and  afterwards  found  that 
their  engineers  had  not  been  able  to  calculate  exactly  the 
depth  to  which  they  had  to  go,  so  their  capital  expenditure 
had  increased  to  ;f  280,000,  and  he  believed  it  would  be 
;f3oo,ooo  before  they  had  done.  But  they  would  get  go<.>d 
value  for  their  money.  When  they  appealed  for  relief  on 
behalf  of  the  ratepayers  they  could  get  nothing  but  a  deaf 
ear  to  their  appeals.  The  rate  in  aid  for  the  water  supply 
bad  gone  up  from  id.  to  almost  gd.  in  the  pound.  At  the 
present  moment  they  were  being  heavily  rated  by  educa- 
tion, the  Rivers  Board,  and  the  Asylums  Committee.  Eight 
shillings  in  the  pound  was  a  very  serious  rate  for  a  manu- 
facturing town.  They  got  their  representatives,  Mr. 
Parker  and  Mr.  Whitely,  to  interview  the  President  of  the 
Local  Government  Board.  Mr.  Burns  gave  them  a 
sympathetic  hearing,  and  at  his  request  the  Town  Counci] 
sent  full  particulars  with  regard  to  the  position.  After 
some  delay  they  received  a  communication  referring  them 
to  the  Act  of  1902  with  regard  to  loans.  Then  they 
made  another  application  which  was  still  under  con- 
sideration. The  Council  of  the  Association  had  received 
the  same  sort  of  reply.  If  the  Association  was  to  be  of  any 
use  to  municipalities  it  was  time  that  it  adopted  some 
energetic  means  in  order  that  the  towns  should  be  reJievevi 
fr')m  this  great  burden  from  which  they  suffered  to-day. 
At  present  they  were  being  discouraged  from  carrj'ing  out 
such  works  by  the  Local  Government  Board.    The  Council 
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should  take  some  eneigetic  means  in  order  to  bring  before 
the  Local  Sovernsnent  Board  the  absolute  and  positive 
necessity  for  some  relief  in  this  matter.  He  hoped  the 
Council  "would  not  fail  tbem. 

The  I^sideni  explained  that  they  had  been  endeavouring 
to  obtain  the  assistance  of  the  Department  on  the  matter 
during  the  past  six  months. 

The  motion  was  seconded  by  the  Mayor  of  Rawtenstall. 
who  said  tliey  ought  to  have  loo  years  for  land,  and 
carried. 

Supply  of  Milk, 
The  Town  Clerk  of  Blackburn  moved :  — 

That,  in  the  opinion  of  this  Association,  further  legis- 
lation for  the  protection  of  die  milk  supply  is  necessary, 
and  that  the  matter  be  referred  to  the  Council  to  take 
such  steps  as  they  may  deem  advisable. 

He  said  that  the  Prevention  oi  Disease  Act,  1890,  gave 
municipalities  power  to  go  outside  their  own  boundaries, 
and  constantly  the  power  was  found  in  the  tuberculosis 
clauses  in  private  Acts  in  the  last  six  or  seven  years.  But 
there  was  a  danger  of  milk  contamination  arising  from  the 
dirty  condition  of  cows  and  cowsheds.  This  was  no  less 
important  than  the  other  matters,  in  view  of  the  consump- 
tion of  milk  by  young  children.  The  matter  was  before  the 
Association  two  yeais  ago,  wiien  a  series  of  resolutions 
were  passed  on  the  same  lines  as  the  provisions  of  the  Acts 
mentioned.  He  did  not  think  that  any  action  had  been 
taken  on  their  behalf,  but  he  noticed  that  a  deputation  of 
agriculturists  had  waited  upon  Sir  Edward  Strachey,  and 
suggested  that  any  legislation  on  this  subject  might  be  of 
a  general  character,  so  that  the  agriculturists  should  not 
sufier  from  the  caprices  of  the  local  authorities.  This 
deputation,  the  Town  Clerk  of  Blackburn  said,  showed 
the  recognition  of  the  need  of  legislation.  If  tliis  resolu- 
tion vpeve  passed,  the  experience  which  had  been  gained 
under  the  two  enactments  refoned  to  might  be  usefully 
examined  and  collated  before  the  Association  made 
definite  suggestions  as  to  the  way  legislation  should 
proceed. 

Alderman  Webb  Fowler,  of  Coventry,  in  seconding  the 
resolution,  said  that  everyone,  and  especially  those  in  his 
district,  would  admit  the  need  of  farther  legislation. 

The  Deputy  Mayor  of  Ossett  said  that  as  a  member  of 
the  Sanitary  Committee  of  his  Council  he  had  recently 
visited  cowsheds  in  the  neighbourhood,  and  found  some  of 
them  not  fit  for  the  habitation  of  rats.  It  wias  high 
time  that  something  was  done. 

The  Town  Clerk  of  Blackpool  said  be  would  like  to 
imprees  upon  the  Council  the  desirability  of  municipalities 
being  ▼estod  with  powtr  to  egxlnde  milk  coming  into  any 


borough   from   cowsheds    that    were    not   in   a   sanitary 
condition. 
The  motion  was  carried. 

The  Domestic  Bath, 
The  Town  Clerk  of  Newport  moved :  — 

That,  in  the  opinion  of  this  Association,  it  is 
desirable,  in  the  interests  of  sanitation,  that  local 
authorities  should  be  empowered,  if  they  think  fit,  to 
make  a  bye-law  requiring  every  person  who  shall  erect  a 
new  domestic  building  to  provide  in  such  building  a 
bath  of  adequate  capacity,  with  a  good  simply  of  water 
laid  on,  and  that  the  Council  be  requested  to  endeavour 
to  give  effect  to  this  view. 

He  said  he  was  requested  by  his  Council  to  move  this 

resolution.    It  seemed   fair  that  those  local  authorities 

that  wanted  the  power  should  have  it. 
The  motion  was  seconded  by  the  Mayor  of  Macclesfield, 

and  opposed  by  the  Town  Qerk  of  Lewes,  who  thought 

such  a  bye-law  would  be  quite  unnecessary. 
The  Town  Clerk  of  Manchester  suggested  that  the  matter 

should  be  referred  to  the  Council,  but  the  Mayor  of  Hythe 

moved  the  previous  question,  and  this  was  carried. 

Education  (Administrative  Provisions)  Bill. 
In  the  absence  of  the  Town  Clerk  of  Dover,  the  Town 

Clerk  of  Harrogate  moved :  — 

That  this  Bill  be  referred  to  th.e  Education  Coounittee, 
with  instructions  to  endeavour  to  obtain  the  insertion 
therein  of  a  clause  empowering  the  Board  of  Education 
to  constitute  a  borough  with  a  population  of  20,000  or 
upwards  a  local  education  authority  for  the  purposes  of 
Part  II.  of  the  Education  Act,  1902. 
Councillor   Bishop   (Folkestone)   seconded  the  motion, 

which  was  carried  without  discussion. 

Payment  out  of  Borrowed  Money  of  Wages  of  Permanent 
Workmen, 
The  Town  Clerk  of  Derby  rose  to  call  attention  to  the 
circular  issued  by  the  Local  Government  Board  to  the 
clerks  of  county  councils,  town  clerks,  and  clerks  to  dis- 
trict councils,  dated  4th  February  1907,  and  to  refer  the 
question  to  the  Law  Committee  for  the  purpose  of  securing 
a  modification  of  the  terms  of  the  circular  so  far  as  it 
affects  the  wages  of  or<linary  workmen.  He  said  that  the 
decision  of  the  Local  Government  Board  involved  an 
increase  of  expenditure  in  carrying  out  works,  and  the  only 
reason  for  it  seemed  to  be  that  there  may  have  been  some 
abuse  on  the  part  of  one  or  two  local  authorities  who  had 
charged  to  Capital  Account  wages  that  ought  to  have  been 
charged  to  Revenue  Account.  He  added  that  the  Presi- 
dent of  the  Local  Government  Board  had  declined  to 
receive  a  depvtelion  on  the  subject 
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The  President  said  the  Town  Clerks  of  Eastbourne  and 
Wimbledon  were  preparing  a  report  on  the  subject,  which 
would  shortly  bo  presented. 

The  Town  Clerk  of  Eastbourne  said  that  the  report 
referred  to  had  been  approved  by  the  Law  Committee,  and 
would  soon  comie  before  the  Council,  and  it  would  no 
doubt  be  decided  to  ask  Mr.  Burns  to  receive  a  deputation, 
when  the  strong  feelings  of  the  Association  on  this  ques- 
tion would  be  represented  to  him. 

Punishable   Offences — Penalties. 
The  Town  Clerk  of  St.  Helens  moved :  — 

That  If  a  person  charged  with  an  offence  punishable 
on  conviction  before  a  Court  of  Summary  Jurisdiction  by 
a  fine  or  penalty,  which  is  to  be  paid  to  the  informer  or 
to  the  overseers  of  the  poor  or  otherwise  in  relief  of  local 
rates,  exercises  a  right  to  be  tried,  and  is  accordingly 
tried  and  convicted  by  a  jury,  and  is  ordered  to  pay  a 
fine  or  penalty,  such  fine  or  penalty  ought,  in  the 
opinion  of  this  Association,  to  be  paid  to  the  informer, 
the  overseers  or  otherwise  as  aforesaid,  notwithstanding 
the  person  so  charged  has  elected  to  be  tided  by  a  jury, 
and  that  it  be  referred  to  the  Council  to  take  such  steps 
as  they  may  deem  advisable. 

He  explained  that  in  cases  where  the  defendant  elected 
to  be  tried  by  a  jury  the  fine  went  to  the  Crown.  It  was  a 
rather  technical  matter,  and  he  thought  it  might  with 
advantage  be  referred  to  the  Council. 

The  motion  was  seconded  by  the  Town  Clerk  of  Great 
Yarmouth,  and  carried. 

Territorial  and  Reserve  Forces  BilL 
The  Town  Clerk  of  Blackburn  moved:  — 

That  in  the  opinion  of  this  Association  this  Bill  should 
be  amended  so  as  to  provide  that  the  representatives  of 
local  authorities  on  the  proposed  county  associations 
shall  l>e  appointed  by  the  local  authorities  concerned, 
and  that  the  President  and  Vice-President  be  requested  to 
endeavour  to  obtain  such  amendment. 

The  Bill,  he  said,  constituted  as  they  knew  county  associa- 
tions on  which  county  councils  and  county  boroughs  were 
to  l>e  represented.  The  representatives  were  to  be 
appointed  not  by  the  county  and  county  borough  councils 
themselves,  but  by  the  Army  Council,  which  was  to  be 
kind  and  good  enough  to  consult  the  councils  concerned. 
It  was  the  most  curious  form  of  representation  he  had  ever 
heard  of.  If  there  was  to  be  representation  at  all  it  should 
be  real  and  not  sham  representation.  Local  authorities 
must  be  allowed  to  choose  their  representatives,  and  not 
have  them  forced  upon  them. 

The  Town  Clerk  of  Rochdale,  in  seconding  the  motion, 


said  he  hoped  the  proposal  in  the  Bill  would  not  be 
accepted  as  a  matter  of  course.  The  present  tendency  was 
towards  bureaucracy  in  government.  They  were  not  pre- 
pared to  have  the  influence  of  municipal  authorities  cur- 
tailed in  the  slightest  degree. 

The  motion  was  carried  unanimously. 

TAf  Audit  Clause  of  the  Milk  Depots  BUI. 
The  Town  Clerk  of  Hull  moved  : — 

That  in  the  opinion  of  this  meeting  the  provisions 
contained  in  the  Municipal  Milk  Depots  Bill  proposing 
to  subject  the  accounts  of  municipal  corporations  in 
respect  of  the  Bill  to  a  Government  audit  is  contrary  to 
the  principle  of  the  Municipal  Corporations  Act,  1882. 
and  is  most  objectionable ;  and  that  all  necessary  steps 
be  taken  to  oppose  the  provision. 

Mr.  Laverack  said  that  the  question  of  audit  had  t)een  so 
fully  and  ably  dealt  with  in  the  President's  speech  thai 
ihere  was  no  need  for  him  to  detain  them  long  in  proposing 
the  resolution.  The  Bill  was  one  giving  power  to  local 
authorities  to  establish  and  maintain  milk  depdts.  The 
expenses  incurred  were  to  come  out  of  the  general  district 
rate.  Then  there  was  the  extraordinary  provision  that  the 
Local  Government  Board  might  make  regulations  that  the 
receipts  and  expenditure  under  this  Act  should  be  subject 
to  a  Government  audit.  This  provision  was  at  variance 
with  the  declarations  of  the  Local  Government  Board  itself, 
lie  recalled  that  he  was  one  of  a  deputation  that  waited 
upon  the  Local  Government  Board  with  regard  to  the 
Education  Bill,  1902,  when  a  protest  was  made  against  the 
introduction  of  the  Government  audit  in  that  connection, 
but  Mr.  Ix>ng,  the  then  President,  said  there  were  special 
grounds  for  this  as  the  old  school  boards  were  subject  to 
the  audit,  and  the  Imperial  Government  found  60  per  cent. 
of  the  funds  for  education.  It  was  not  to  be  considered  as 
an  approach  to  Government  audit  of  municipal  accounts. 
When  that  question  come  forward,  if  at  all,  it  would,  so 
Mr.  Long  undertook,  be  dealt  with  on  its  merits.  But  this, 
said  Mr.  Laverack,  was  an  approach  to  a  Government  audit 
of  municipal  accounts  generally.  In  the  second  place  the 
provision  was  contrary  to  the  express  recommendation  of 
the  Select  Committee  which  reported  since  the  deputation 
he  had  referred  to  went  before  Mr.  Long.  The  recom- 
mendation of  that  Conmiittee  was  that  there  should  not  t>e 
a  Local  Government  Board  audit.  That  undoubtedly  was 
disappointing  to  the  Local  Government  Board.  Proceed- 
ing, Mr.  laverack  said  it  seemed  a  most  absurd  diing  that 
a  fund  like  the  general  district  fund,  out  of  which  tfae^e 
milk  depot  expenses  were  to  be  paid,  should  have  this 
infinitesimal  portion  of  the  fund  eliminated  and  made  the 
subject  of  a  Local  Government  Board  audit,  whereas  the 
fund  itself  was  not  subject  to  such  audit.  The  question  of 
audit  ought  to  be  considered  as  a  whole,  and  not  taken  ici 
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this  piecemeal  fashion.     The  proposal  in  th©  Bill  was 
absurd. 

The  motion  was  seconded  by  the  Town  Clerk  of  Preston, 
and  carried  unanimously. 

Birih  Notification, 
The  Town  Clerk  of  Lancaster  moved :  — 

That  in  view  of  the  very  great  infantile  mortality  in  the 
country,  this  Association  is  of  opinion  that  His  Majesty's 
Government  should  take  steps  to  at  once  amend  the  law 
relating  to  the  notification  of  all  births,  so  as  to  ensure 
that  the  local  sanitary  authority  can  commence  inspec- 
tion of  the  children  at  as  early  a  date  as  possible,  and 
that  this  matter  be  referred  to  the  Council  of  the 
Association  for  consideration. 

The  Mayor  of  Colne,  w4k>  seconded,  said  they  had  a 
voluntary  system  of  birth  notification  in  that  town  which 
had  proved  veiy  successful. 

Mr.  Benjamin  Broadbent  (Huddersfield),  in  rising  to  sup- 
port  the  motion,  was  greeted  with  applause.  After  testify- 
ing to  the  success  of  the  birth  notification  system  in 
Huddersfield,  he  said  there  had  recently  been  formed  a 
small  Parliamentary  group,  on  non-party  lines,  to  take 
charge  of  the  question  of  infant  mortality.  They  had  a 
Bill  which  would  be  influentially  introduced,  and  it  was 
quite  possible  that  it  would  receive  the  assistance  of  the 
Government,  and  be  passed  this  session.  Under  this  Bill 
municipalities  would  have  power  to  adopt  notification. 

The  resolution  was  unanimously  adopted. 

Parliamentary  Powers— Notice  to  Local  Authorities. 
The  Mayor  of  Dudley  moved: — 

That,  in  the  opinion  of  this  Association,  it  should  be 
compulsory  for  all  companies,  syndicates,  or  associa- 
tions, &c.,  seeking  Parliamentary  powers,  to  give 
sufficient  and  due  notice  by  registered  letter  direct  to  any 
local  authority  throu^^h  and  to  whose  area  they  are  pro- 
posing or  seeking  such  powers,  and  that  a  deputation 
from  this  Association  be  empowered  to  wait  upon  the 
Presidents  of  the  Board  of  Trade  and  Local  Government 
Board  requesting  them  to  embody  it  in  a  BiU. 

His  Worship  quoted  as  an  imstance  of  the  need  of  the 
proposed  procedure  the  fact  that  the  Shiopshire  Power  Bill, 
by  which  Dudley  was  affected,  was  passed  without  the 
corporation  having  received  any  effective  notice.  They 
only  came  to  know  of  it  when  the  company  failed  to  raise 
the  required  money. 

The  Mayor  of  Wednesbnry  seconded  the  motion. 

The  Town  Clerk  of  Liverpool  moved  that  the  matter  go 
to  the  Law  Committee  for  report  to  the  Council.  This 
wonld  involve  omitting  all  the  words  of  the  resolution 


following  "such  powers."  He  pointed  out  that  last  session 
through  the  instrumentality  of  the  Association  a  new 
standing  order  was  obtained,  which  provided  that  as 
regards  Bills  which  involved  interference  with  the  high- 
ways, printed  copies  of  such  Bills  should  be  sent  on  or 
before  i8th  December  to  the  road  authority. 

The  Town  Clerk  of  Reading  seconded  the  amendment, 
which  was  carried,  and  the  resolution  as  amended  was 
adopted. 

Control  of  the  Elevation  of  Buildings, 

The  Mayor  of  Barrow-in-Furness  moved  :  — 

That  it  be  an  instruction  to  the  Council  to  consider  the 
question  of  the  desirability  of  the  Association  taking 
steps  to  have  a  Bill  introduced  into  Parliament  giving 
municipal  corporations  the  power  to  object  to  elevations 
for  all  classes  of  buildings  which  in  the  opinion  of  the 
corporation  may  not  be  suitable  or  desirable  for  the 
locality. 

Councillor  Theobald  (Doncaster)  seconded  the  resolu- 
tion, which,  after  a  brief  discussion,  was  rejected. 

Triennial  Elections. 
Councillor  Weeks  (Bromley)  moved:  — 

That,  in  the  opinion  of  this  Association,  it  is  desirable 
that  Section  13  of  the  Municipal  Corporations  Act,  1882, 
which  makes  the  annual  retirement  of  one-third  of  the 
councillors  in  each  provincial  borough,  compulsory, 
should  be  so  amended  as  to  enable  such  borough  as 
desired  to  do  so  to  substitute  a  triennial  retirement  of  the 
wh.ole  of  the  councillors;  and  that  the  Council  be 
requested  to  take  the  necessary  steps  to  obtain  such 
amendment. 

In  moving  the  resolution  Mr.  Weeks  quoted  figures  tend- 
ing to  show  the  lack  of  interest  manifested  by  the 
public  in  the  annual  elections. 

The  motion  was  not  seconded,  and  therefore  fell  to  the 
ground. 

The  meeting  closed  with  a  vote  of  thanks  to  Mr. 
ilarmood-Banner  for  the  able  manner  in  which  he  had 
discharged  the  duties  of  the  chair. 


Called  on  for  his  defence  at  the  Middlesex  Sessions,  a 
prisoner,  says  The  Globe,  said  that,  as  Providence  was  his  witness, 
he  was  innocent.  "  No,  no,  don't  talk  like  that."  remarked  Sir 
Ralph  Littler,  "  call  somebody  who  can  come  here."  The  last 
time  this  judicial  joke  was  uttered  it  was  done  by  a  learned  Judge 
now  deceased.  "  Very  well,"  it  ran  in  his  case,  "  if  you  have 
subpcsnaed  him,  call  htm." 
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Vet^iew. 


A  Handy  Book  on  the  Law  of  Bills,  Cheques, 
Notes,  and  I  O  U's. 


By  James  Walter  Smith,   Esq.,    LL.D.,    B.A.,   of  the 
Inner  Temple.  Barrister-at-Law. 


London,  1907 :  Effingham  Wilson.    Price  is.  6d.  net. 

This  successful  little  work  is  chiefly  meant,  we  are  told, 
for  the  guidance  of  men  and  women  in  business,  and  that 
being  so,  it  is  a  pity  that  the  alteration  in  the  law  as  to 
married  women,  introduced  so  long  ago  as  1893,  is  not 
noticed,  but  the  law  stated  as  it  was  under  the  Act  of  1882. 

Everyone  ought  to  know  by  this  time  that  PalUsser  v.  Gurney 
is  no  longer  law,  and  that  it  is  not  now  necessary,  in  order  to 
render  a  married  woman  liable  on  a  bill  of  exchange,  to 
show  that  she  had  separate  estate  at  the  date  of  the  contract. 
The  statute,  too,  of  3  &  4  Anne  c.  9,  alluded  to  as  though 
still  in  force,  is  as  dead  as  the  Queen  herself. 

These  are  the  only  glaring  errors  we  have  noted  in  a  more 
or  less  cursory  perusal  of  the  text,  but  our  remarks  as  to  the 
Index  when  recently  reviewing  Mr.  Smith's  work  on 
Cheques  apply  still  more  forcibly  to  this  reissue  of  his 
earlier  work. 


personal* 


Messrs.  Arthur  J.  Davis  &  Co.,  Chartered  Accountants, 
of  36  King  Street,  London,  E.C.,  have  taken  into  partnership 
Mr.  Harry  J.  Barclay,  A.C.A.,  late  of  32  Poultry,  E.C. 
The  title  of  the  firm  will  remain  the  same  as  heretofore. 

Messrs.  Dawson,  Langley,  Chevalier  &  Graves, 
Chartered  Accountants,  of  51  North  John  Street,  Liverpool, 
have  opened  an  office  at  Granville  House,  Arundel  Street, 
London,  W.C.,  which  will  be  under  the  personal  super- 
vision of  their  senior,  Mr.  Dawson.  The  management  has 
been  entrusted  to  Mr.  W.  E.  Burnley,  B.A.,  A.C.A.,  who 
has  been  on  their  Liverpool  staff  for  several  years. 

Messrs.  Duffield  &  Smith,  Chartered  Accountants,  of 
12  Bennett's  Hill,  Birmingham,  regret  to  announce  the 
death  on  the  12th  March  lasi  of  their  senior  partner,  Mr. 
William  Duffield.  The  surviving  member  of  the  firm, 
Mr.  Edwin  J.  Smith,  has  taken  into  partnership  Mr.  Edgar 
W.  Duffield,  A.C.A.,  son  of  the  deceased.  The  style  and 
address  of  the  firm  will  remain  unchanged. 

Messrs.  Heathcote  &  Coleman,  Chartered  Accoun- 
tants, of  13  Temple  Street,  Birmingham,  have  taken  into 
partnership  Mr.  Eric  L.  Heathcote,  A.C.A.,  as  from  the 
ist  of  February  1907.  Mr.  Eric  L.  Heathcote  is  the  son  of 
leir  senior  partner  Mr.  F.  J.  Heathcote,  and  has  assisted 


them  with  their  business  for  the  last  tea  yean.    The  name 
of  the  firm  will  remain  unchanged. 

Messrs.  Thomas  Horsfisld,  Son  &  Co.,  Chartered 
Accountants,  of  86  King  Street,  and  27  Pall  Mall,  Man- 
chester, announce  that,  owing  to  continued  ill-health,  Mr. 
Thomas  Horsfield  has  found  it  necessary  to  retire  firom 
business,  and  consequently  the  partnership  has,  by  mutual 
agreement,  been  dissolved.  The  business  will  be  continued 
as  hitherto,  and  at  the  same  address  as  above,  by  the 
remaining  partners,  Mr.  J.  Nebdham  and  Mr.  Ernest 
Horsfield,  under  the  style  of  Horsfield,  Nbedham 
&  Co. 

Messrs.  Kennedy  &  Fox,  Chartered  Acoountants,  of 
II  Old  Jewry  Chambers,  London,  E.C,  announce  that  they 
have  amalgamated  their  business  with  that  of  Messrs. 
Oldfield  Brothers  &  Co.,  of  Chesterfield  House.  Great 
Tower  Street,  and  will  continue  to  practise  at  the  above 
address,  under  the  style  of  Kennedy,  Fox,  Oldfield  &  Co. 

Mr.  Charles  Townsend,  A.S.A.A.,  has  oommenced  the 
practice  of  his  profession  at  8  Parkinson's  Chambers, 
Market  Street.  Bradford. 


XTbe  S>utie0  of  XTtustees. 


A  STRIKING  instance  of  the  hardship  that  may  arise  to 
trustees  in  the  course  of  the  honest  exercise  of  their  duties, 
and  also  of  the  limitation  upon  the  relief  which  can  be 
given  under  the  Judicial  Trustees  Act,  1896,  is  afforded  by 
the  decision  of  Kekewich,  J.,  in  Davis  v,  HuUhings  (1907. 
I  Ch.  356).  One  of  the  beneficiaries  under  a  will  chained 
his  share  to  secure  /350.  No  notice  of  the  charge  was 
given  to  the  trustees  of  the  will.  Subeequently.  by  an 
assignment  which  recited  the  charge,  he  assigned  his  ahare 
absolutely,  subject  to  the  charge,  to  the  trustees*  solicitor. 
On  the  trust  funds  becoming  distributable,  the  trustees 
naturally  looked  to  their  solicitor  to  advise  them  how  this 
was  to  be  done,  and  he  stated  that  the  share  in  question  was 
payable  to  himself.  They  did  not  call  for  the  assignment 
or  make  further  inquiry,  but  paid  him  the  share.  Subse- 
quently the  transferee  of  the  charge  claimed  £roin  the 
trustees  payment  of  what  was  due  under  it.  Kekewich,  J.. 
held  that  it  was  the  duty  of  the  trustees,  upon  being 
informed  that  the  share  was  payable  to  an  assignee,  to 
investigate  the  assignee's  title.  In  the  present  case  such 
investigation  would  have  shown  the  existence  of  the  charge. 
and  hence  they  could  not  shelter  themselves  on  the  plea  of 
want  of  notice.  It  is  well  known  that  express  notice  to  the 
trustees  is  not  necessary  to  complete  the  title  of  an  iacnm- 
brancer  upon  trust  funds,  thpugh  by  omit^g  to  give  notice 
the  incumbrancer  is  exposed  to  the  risk  of  someone  obtain- 
ing priority.    The  fact  that  the  trustees  fiuled  to  obtain 
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notice  vras  dae  to  the  fraud  of  their  own  agent,  and  for  that 
Kekewich,  J.,  held  that  they  mast  suffer.  He  held  also 
that  this  was  a  bar  to  their  obtaining  relief  under  Section  3 
of  the  Judicial  Trustees  Act,  1896.  For  that  purpose  they 
had  to  prove  that  they  had  *'  acted  honestly  and  reasonably, 
and  ought  fairly  to  be  excused  for  the  breach  of  trust." 
The  learned  Judge  recognised  that  they  had  acted  honestly 
and  reasonably.  But  he  declined  to  allow  them  protection 
under  the  concluding  words,  and  considered  that  the  ground 
of  the  earlier  part  of  his  judgment  precluded  them  from 
relief  under  this  head.  The  loss  was  due  to  their  own 
agent  and  they  could  not  transfer  it  from  themselves  to  the 
incumbrancer.  This  is,  perhaps,  inevitable,  but  it  places 
trustees  in  a  very  hard  position. 

(Solicitors'  Journal.) 


Aeetittd  for  tbe  eneutnd  TRIleeft. 

Tuesday  —  Institute     of    Chartered     Accountants. — 
Examination  Committee,  at  2  p.m. 


Canutes  and  Xtlls  of  Sale  in  £ndlan& 
and  Tiniales. 


According  to  Kemp's  Mrcaniile  Ga»ette,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
daring  the  week  ending  Friday  April  26th  was  168,  viz. : — 
New  Bankruptcy  Proceed*  ngs  published  in  the  London  Gautte, 
79 ;  Deeds  of  Arrangement  registered,  89.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were: 
Bankruptcies,  90 ;  Deeds  of  Arrangement,  57— total,  147  ; 
being  an  increase  of  21.  The  total  number  of  commercial 
failures  recorded  during  the  17  weeks  of  the  present  year  is 
2,620:  the  total  number  recorded  in  the  corresponding  17 
weeks  of  last  year  was  2,830,  showing  a  decrease  of  210. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday 
April  26th,  was  136.  The  number  in  the  corresponding  week 
of  last  year  was  139,  showing  a  decrease  of  3.  The  total 
namber  filed  dnring  the  17  weeks  of  the  present  year  is  2,583  ; 
tbe  total  number  filed  in  the  corresponding  17  weeks  of 
last  year  was  2,601,  showing  a  decrease  of  18. 


DebentureA. 

The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week  ending 
Pri(Say  April  26th  amounted  to  /94X,8i6,  by  way  of 
addition  to  ;(i*o74,672,  previously  issued  by  the  same 
companies.     The  amount  registered  in  the  corresponding 


week  of  last  year  was  ;(3,5 15,981,  showing  a  decrease  of 
;(2,574,i65.  The  total  amount  registered  during  the  17 
weeks  of  the  present  year  is  /28,943,7ii  (in  addition  to  the 
issues  in  previous  years  by  the  same  companies),  as 
compared  with  ;f28,452,533  for  the  corresponding  17  weeks 
in  1906,  showing  an  increase  of  ;f  491, 178. 


The  Profession  in  Scotland. 


Chartered  AocoimtAiits  of  Bootluid  Oeaeval  Bzamiiiiiig 
Board. 


Mr.  Richard  Brown,  C.A.,  23  St.  Andrew  Square,  Edin- 
burgh, the  Secretary  and  Treasurer  of  the  General  Examining 
Board  of  the  Chartered  Accountants  of  Scotland,  intimates 
that  the  next  series  of  examinations  will  be  conducted  at 
Edinburgh,  Glasgow,  Aberdeen,  and  such  other  places  as 
may  be  found  necessary  on  the  following  dates : — 

Preliminary  Examinations  :  Saturday  ist  June. 

Intermediate  Examinations:  Tuesday  4th  and  Thursday 
6th  June. 

Final  Examination  :  Monday  3rd,  Tuesday  4th,  Thursday 
6th,  and  Friday  7th  June. 

Intending  candidates  are  required  to  give  in  their  full 
names  and  addresses,  and  make  payment  of  the  requisite 
Examination  Fees,  to  the  Secretary  of  the  Society  with 
which  they  are  connected,  or  to  Mr.  Brown,  not  later  than 
15th  May.  


Scottish  IniolTenoles. 


For  the  week  ending  27th  April  the  number  of  insol- 
vencies reported  in  Scotland  was  30,  as  compared  with  33  in 
the  corresponding  week  of  last  year.  The  trust  deeds 
numbered  13,  as  compared  with  20 ;  the  sequestrations  7,  as 
compared  with  4;  and  the  petitions  for  cessio  10,  as  com- 
pared with  9.  The  total  number  of  insolvencies  for  the 
seventeen  weeks  of  the  year  is  483,  as  compared  with  456  in 
the  corresponding  period  of  last  year— the  trust  deeds 
numbering  233  against  215,  the  sequestrations  90  against 
no,  and  the  petitions  for  cessio  160  against  131.  Of  the 
13  trust  deeds  reported  during  the  week,  9  were  granted 
in  favour  of  Chartered  Accountants.  Two  voluntary 
liquidations  of  limited  liability  companies  were  gazetted 
during  the  week,  making  56  for  the  seventeen  weeks. 


The  Royal  Insurance  Company,  of  i  North  John  Street, 
Liverpool,  has  just  published  a  neat  little  booklet  containing 
records  of  various  sports  and  games.  It  is  stated  that  the  informa- 
tion has,  almost  without  exception,  been  obtained  from  official 
sources,  and  the  publication  seems  to  be  the  most  complete  and 
the  most  clearly  arranged  record  of  sports  we  have  seen.  A  copy 
will  be  forwarded  gratis  to  any  reader  who  cares  to  apply  to  the 
company. 
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A  justice  of  the  peace  in  one  of  the  inland  counties  of  the 
State  of  Ohio,  says  the  Central  Law  Journal,  was  a  farmer  and 
an  original  character.  John  H.  King  and  Henry  C.  Dickinson, 
both  now  deceased,  were  trying  a  case  before  him.  When  the 
attorneys  arrived  at  his  farm  the  justice  came  in  from  the  cornfield, 
where  he  had  been  hoeing  com,  bareheaded  and  barefooted.  He 
listened  to  the  evidence,  and  when  the  attorneys  were  about  to 
argi}^  the  case,  the  justice  said  :  "  Gentlemen,  you  may  now  pro- 
"  coed  to  argue  this  case,  and  I  will  go  out  now  and  finish  my 
"  hoeing  com,  and  when  you  get  through  with  the  argument  you 
"  will  find  my  decision  in  the  drawer  of  my  desk,"  and  walked 
out,  leaving  the  attorneys  to  argue  the  case  between  them- 
selves. 
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SPECIAL  OFFER 

For     One     Month. 
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A    DETACHABLE     LEAF 
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FOR 


£2    12s.    6d. 

It  consists  of  a  '*Justso"  Current  Ledger  Binder 
with  Security  Locking  Attachment,  a  Set  of  Celluloid 
Tabbed  Index  Sheets,  and  200  Ledger  Leaves. 

This  affords  an  excellent  opportunity  of  testing  the 
possibilities  of  the  System,  why  not  embrace  it  ? 
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New  Work  on  the 

COMPENSATION  ACT,  1906 

^^  OompBnsBtlon  for  Mmn  Bnd  Mmid,' 

BY 

OSCAR  M.   WIHU  B.A..   LLB. 

Barrister-at'Law. 
PPic«   2s.   3(1.   Post   Fi*««. 


Gbe  &  Co.,  Publishers,  34  Moorgate  Street,  London,  E.C. 


TIME    TABLES 


of  some  of  the  princip&l 
matters  in  connection 
with  Bankruptcy  and  Deeds  of  Arrangement;  and  of 
some  of  the  steps  in  Company  Liquidation.  Price  6d.  each 
in  Map  form,  or  6d.  in  Pamphlet  form,  containing  both 
the  Tables.    Gss  &  Co.,  34  Moorgate  Street,  London. 


46   Watling    Street,    London,  E.a 

and   ALBERT    SQUARE,    MANCHESTER, 
Tblbproni  5,077  Bank.      Tslbgrams—*' INDICES,  LONDON. 


leaMnd  articles. 


The  Annual  Meeting:  of  the  Institute.— II. 


HTHE  proceedings  of  the  26th  Annual  Meeting 
of  the  Institute  (a  full  report  of  which 
appeared  in  our  last  issue)  were  not  marked  by 
anything  of  an  exceptional  nature  in  the  way 
of  debate,  but  were,  nevertheless,  upon  the 
whole  of  very  general  interest. 

The  address  of  the  President,  Mr.  W.  B. 
Peat,  F.C.A.,  covered  a  somewhat  broader 
scope  than  has  been  general  in  the  past,  dealing 
not  merely  with  those  matters  of  immediate 
interest  to  the  Institute,  but  also  with  those 
larger  questions  which  may  be  said  to  be  of 
indirect  interest,  upon  the  principle  (concisely 
stated  by  the  President),  that  the  greatest  of 
our  interests  is  the  prosperity  of  the  nation 
and  the  Empire.  It  speaks  volumes  for  Mr. 
Peat's  tact  and  discernment  that  he  was  able 
to  touch  upon  these  larger  problems  without 


630 


THE    ACCOUNTANT 


May  II,  1907. 


for  one  moment  encroaching  upon  political  or 
debatable  matter. 

Confining  our  comments  to  the  more 
important  matters  of  immediate  concern  to  the 
profession  at  large,  we  may  summarise  the 
President's  address  as  being  chiefly  marked  for 
its  advocacy  of  Colonial  Expansion  and  of 
Registration  for  the  Profession.  Upon  the  sub- 
ject of  colonial  expansion  there  has  hitherto 
been  no  settled  policy,  beyond  the  somewhat 
parochial  policy  laid  down  in  Section  28  of  the 
Charter.  Matters  have,  of  course,  progressed, 
and  progressed  very  markedly,  since  1880, 
and  there  will  probably  be  few  now  who  dis- 
agree with  the  view  put  forward  by  Mr.  Peat, 
that  the  members  of  the  Institute  should  hold 
the  same  relationship  to  colonial  industry  as 
the  members  in  this  country  hold  with  regard 
to  the  commerce  of  this  country,  and  that  this 
is  best  to  be  attained  by  the  establishment  of 
members  in  those  countries,  with  the  oppor- 
tunity to  take  articled  clerks  with  facilities  for 
examination  locally,  if  this  can  be  conceded. 
It  is  undoubtedly  an  enormous  step  forward  if 
the  Council  collectively  have  come  to  the  con- 
clusion that  the  limitations  of  Section  28  are 
restrictive  of  legitimate  colonial  expansion,  and 
require  amendment.  So  long  as  our  Colonies 
continue  to  look  for  a  steady  influx  of  new 
blood  from  the  mother-country  for  the  develop- 
ment of  their  natural  resources,  so  long  at  least 
is  it  desirable  that  every  facility  should  be 
granted  to  the  qualified  members  of  all  learned 
professions  to  settle  in  the  various  Colonies  and 
dependencies  of  the  British  Crown,  and  to 
there  practise  those  professions  which  their 
training  at  home  has  qualified  them  to  pursue. 
And  upon  the  principle  that  it  is  the  settler, 
rather  than  the  mere  sojourner,  that  will  do 
most  for  the  country  of  his  adoption  it   is 


desirable  that  arrangements  should,  if  possible, 
be  conceded  which  will  enable  the  Chartered 
Accountant  to  practise  in  the  Colonies  without 
cutting  himself  adrift  altogether  from  his 
professional  organisations  at  home.  If  we 
remember  rightly,  it  was  upon  the  occasion  of 
the  Diamond  Jubilee  commemoration  that  this 
point  was  first  raised  by  Mr.  J.  H.  Flack, 
F.C.A.,  of  Melbourne.  At  the  time  we  inti- 
mated our  unconditional  adherence  to  the 
principles  involved,  and  it  is  extremely  satis- 
factory to  observe  that  the  President,  and  pre- 
sumably many  other  members  of  the  Council,  are 
now  identifying  themselves  with  the  movement. 
For  it  to  be  carried  out  in  any  effective  manner 
it  will,  of  course,  be  necessary,  as  Mr.  Maurice 
Jenks,  F.C.A.,  pointed  out,  that  power  should 
be  taken  to  extend  the  provisions  of  the  exist- 
ing Charter.  That,  however,  should  not  prove 
an  insuperable  difficulty,  more  especially  when  it 
is  borne  in  mind  that  the  English  Institute  is 
practically  the  only  organisation  of  accountants 
that  does  not  go  out  of  its  way  to  encourage 
colonial  membership  by  every  possible  means. 

The  second  important  subject  touched  upon 
by  the  President  in  the  course  of  his  address 
was  the  question  of  legislation  for  the  organisa- 
tion of  the  profession,  which  the  Council 
undertook  last  year  to  take  into  its  serious 
consideration.  It  is  of  interest  to  observe  that 
of  recent  years  the  provinces,  which  were  at 
first  very  frankly  opposed  to  any  such  levelling 
down,  as  they  described  it,  appear  now  to  be 
coming  into  line  with  what  we  believe  to  be 
the  representative  opinion  in  the  metropolis — 
that  the  exclusive  policy  of  the  past  twenty- 
seven  years  has  been  a  mistaken  one,  and  that 
it  is  desirable  that  the  task  of  co-operation 
with  the  other  bodies,  so  long  as  they  provide 
reasonable  standards  of  qualification,  should 
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be  seriously  admitted.  That  there  are  difBcul- 
ties  in  the  way  of  combining  upon  a  joint 
course  of  action  that  will  commend  itself 
equally  to  members  of  all  the  various  Societies 
may  well  be  conceded ;  and,  as  we  have  from 
time  to  time  pointed  out,  it  is  in  the  nature  of 
things  that  Chartered  Accountants  should  lose 
something  by  any  such  scheme,  whereas 
members  of  outside  bodies  will  proportionately 
gain.  Those,  however,  who  are  sufficiently 
firmly  established  to  occupy  the  foremost 
positions  may  well  take  comfort  in  the  fact 
that  under  any  conceivable  scheme  of  reorgani- 
sation their  personal  standing  would  of 
necessity  remain  unaffected.  Those  of  less 
assured  position  may,  we  think,  fairly  be  asked 
to  bear  in  mind  that,  inasmuch  as  their  connec- 
tion with  the  profession  will  be  of  longer 
duration,  their  adherence  to  the  policy  of 
uniform  registration  may  well  be  asked  for, 
for  it  can  be  pointed  out  to  them  that  in 
the  long  run  it  will  undoubtedly  operate  for 
their  benefit.  The  fact  that  possibly  others 
might  benefit  to  a  greater  extent  may, 
we  think,  well  be  left  out  of  account,  as 
being  altogether  unworthy  of  consideration. 
As  Mr.  Peat  pointed  out,  in  course  of  years  the 
inefficient  will  die  out,  and  the  register  will  in 
time  only  contain  the  names  of  those  who  have 
proved  their  claims  to  public  confidence.  The 
enhanced  position  of  these  will,  we  are  con- 
vinced, prove  more  than  an  ample  compensa- 
tion for  any  temporary  imagined  disadvantage ; 
and  we  hope,  therefore,  that  inasmuch  as  it 
would  now  appear  to  be  the  fact  that  the 
majority  of  Chartered  Accountants  are  willing 
to  consider  the  project  upon  its  merits,  the 
practical  difficulties  in  the  way  of  carrying  a 
definite  scheme  to  its  legitimate  conclusion 
will  not  be  found  to  be  insuperable. 


In  the  course  of  the  discussion  which 
followed  the  President's  motion  for  the  adop- 
tion of  the  report  and  accounts  of  the  Council 
Mr.  Chas.  Comins,  F.C.A.,  drew  attention  to 
the  omission  in  the  Council's  report  of  any 
reference  to  the  Committee  now  sitting  to 
consider  the  system  on  which  the  accounts  of 
municipal  and  other  local  authorities  should 
be  kept,  of  which  Mr.  John  Gane,  F.C.A. 
(President  of  the  Institute  for  1905-6),  is  a 
member.  Mr.  Comins  made  the  mistake,  how- 
ever, of  supposing  that  this  Committee  had  to 
deal  with  the  audit  of  local  authorities' 
accounts,  and  this,  of  course,  was  pointed  out 
to  him  by  Mr.  Gane.  In  a  sense  it  might 
perhaps  be  regarded  as  satisfactory  to  have  his 
assurance  that  when  the  Committee's  Report 
is  issued  there  will  be  found  no  mention  of 
audit,  either  by  officials  or  by  professional 
accountants.  But  it  is  somewhat  of  an  open 
secret  that  the  Local  Government  Board  has 
made  up  its  mind  to  press  for  a  uniform 
official  audit ;  and,  that  being  so,  one  can  well 
understand  the  anxiety  of  Mr.  Comins  that 
some  collective  utterance  with  regard  to  the 
subject  should  be  made  upon  such  an  occasion 
as  the  Annual  Meeting  of  the  Institute.  It  is, 
perhaps,  hopeless  to  expect  any  Government 
Department  to  commit  political  suicide,  but,  all 
the  same,  we  cannot  help  thinking  that  it  will 
be  a  little  too  late  to  raise  an  effective  protest 
if  the  profession  waits  until  after  an  official 
announcement  has  been  made  of  the  Govern- 
ment's intentions  in  the  matter. 

In  the  course  of  a  speech  which,  if  we  may 
be  allowed  to  say  so,  was  markedly  more  con- 
ciliatory in  tone  than  some  of  his  previous 
utterances,  Mr.  W.  R.  Hamilton,  F.C.A., 
referred  again  to  the  subject  of  local  representa- 
tion upon  the  Council,  but  was  met  by  a  reply 
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from  the  President  that  members  of  the  Council 
could  not  regard  themselves  as  representing 
particular  geographical  areas,  but  rather  the 
whole  body  of  the  members.  The  Council  has  of 
late  shown  itself  so  much  more  in  touch  with 
the  general  body  of  members  than  was  at  one 
time  the  case  that  the  possibilities  seem  g;reatly 
against  the  majority  caring  very  much  what 
the  precise  machinery  of  election  may  be  ; 
realising,  as  they  do,  that  as  the  members  of 
the  Council  must  of  necessity  work  all  together, 
if  they  are  to  accomplish  any  useful  purpose, 
there  are  many  practical  advantages  in  favour 
of  the  Council  being  virtually  a  co-elected  body, 
however  indefensible  the  principle  may  be  in 
theory.  For  these  reasons  it  seems  probable 
that  no  one  will  very  greatly  regret  the  circum- 
stance that  the  resolution  of  which  notice  had 
been  given  by  Mr.  A.  J.  Winuus,  A.C.A.,  was 
ruled  out  of  order,  and  accordingly  withdrawn. 
We  always  look  to  Mr.  Hamilton  for  some 
original  suggestion,  and  accordingly  we  feel  in 
no  way  surprised  that  his  proposal  to  meet  the 
admitted  evil  with  regard  to  Associates  who  do 
not  complete  their  membership  should  be  to 
abolish  the  distinction  between  Fellowship 
and  Associateship,  and  to  place  all  members 
upon  a  footing  as  members.  Apart  altogether 
from  the  point  made  by  the  President,  that  it 
would  be  undesirable  to  abolish  the  ready  means 
of  distinction  that  at  present  exists  between 
English  and  Scottish  Chartered  Accountants, 
we  may  further  ask  what  would  be  the  financial 
effect  of  Mr.  Hamilton's  proposition.  At 
the  present  time  the  certificate  fees  of  Fellows 
produce  upwards  of  one  thousand  pounds  per 
annum  more  than  would  be  produced  if  those 
same  members  only  paid  subscriptions  as 
Associates,  while  during  the  past  year  the 
entrance  fees  of  Fellows  amounted  to  nearly 


;f400.     It  would  hardly  be  possible,  upon  the 
abolition  of  grades  of  membership,  to  increase 
the  charges  at  present  levied  upon  Associates, 
and    the    introduction    of     Mr.    Hamilton's 
scheme   would   thus   involve   a   loss  in  round 
figures  of  fifteen  hundred  pounds  per  annum, 
or  approximately  half  of  the  annual  savings  of 
the  Institute.     It  may  well  be  asked  whether 
any  compensating  advantage  would  be  gained 
in    exchange    for    this   direct   loss.     If  there 
should  be  any  feeling  of  soreness  on  the  part 
of    Associates    at    the     distinctions     between 
members,  it  may  be  pointed  out  that  a  distinc- 
tion between  those  who  have  been  five  years  in 
practice    and    those    who    have    not    is    not 
altogether    an    unreasonable   distinction,   and 
that   if  certain    members   who   have   been   in 
practice  for  more  than  five  years  think  so  little 
of  the  distinction  as  to  regard  it  as  being  not 
worth    the    payment    of    an    additional    two 
guineas  per  annum,  it  is  clear  that  they  rate 
their  grievances  at  a  very  low  monetary  figure. 
There  is,  we  think,  a  good  deal  more  to  be 
said  with  regard  to  Mr.  Hamilton's  suggestion 
as    to    the    more    prompt    announcement    of 
examination    results.      At    the    present    time 
examination   fees   produce    a    clear   profit    of 
approximately  nine  hundred  pounds  per  annum 
— that  is  to  say,  examiners*  fees  might  be  nearly 
doubled,  and  yet  the  Institute  would  make  no 
loss  over  its  examinations.     On  the  other  hand, 
it    is    clear    that    if    examination    fees    were 
doubled,   it   would   be   entirely   reasonable  to 
expect    that    the    publication    of   the  results 
might    be    greatly   expedited,    much    to    the 
advantage  of  examinees.     The  objection  to  the 
present  practice  is  not  the  merely  sentimental 
one  of  keeping   candidates  in   suspense  for  a 
considerable   period,  but    rather   that   by  the 
time   the  results   become  known,  and   unsuc- 
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cessful  candidates  realise  that  they  will  have 
to  make  a  second  attempt,  they  find  that  all 
the  existing  classes  for  the  preparation  of 
candidates  are  in  full  swing,  and  thus  they 
enter  upon  their  second  period  of  preparation 
at  a  manifest  disadvantage.  As  the  fees 
charged  are  more  than  ample  to  enable  such  a 
state  of  affairs  to  be  avoided,  it  is,  we  agree 
with  Mr.  Hamilton,  eminently  reasonable 
that  a  serious  attempt  should  be  made  in  that 
direction.  Surely  nothing  would  be  easier 
than  to  divide  the  existing  papers,  or  some  of 
them,  into  two  sections,  making  a  different 
examiner  responsible  for  each  section,  thus 
halving  the  amount  of  time  that  he  might 
reasonably  ask  for  to  enable  him  to  efficiently 
mark  the  papers  forwarded  for  his  inspection. 

The  meeting  closed  with  the  usual  vote  of 
thanks  to  the  President,  whose  conduct  while 
in  the  chair  has  earned  him  the  warmest  com- 
mendation in  every  quarter.  On  the  previous 
evening  the  members  of  the  Council  and  a 
number  of  friends  had  been  entertained  by 
Mr.  Peat  at  a  private  dinner  given  at  the  Hall 
of  the  Institute,  which  of  recent  years  has 
become  an  annual,  if  an  unacknowledged, 
feature.  The  toast  of  "  The  Houses  of  Par- 
liament" was  proposed  by  Lord  Claud 
Hamilton,  and  responded  to  by  the  Right 
Hon.  Lord  Joicey  and  Sir  Christopher 
FuRNESS,  M.P.  Sir  Hugh  Bell,  Bart.,  pro- 
posed the  toast  of  **  The  Institute,"  which 
was,  of  course,  responded  to  by  the  President. 
Mr.  Edwin  Waterhouse,  F.C.A.,  proposed 
the  toast  of  "  The  Legal  Profession,"  to  which 
Mr.  H.  Attlee  responded;  while  Lord 
Armstrong  and  Sir  Wm.  Portal,  Bart., 
replied  for  "The  Guests,"  which  had  been 
proposed  by  Mr.  John  B.  Ball,  F.C.A.,  the 
Vice-President  of  the   Institute.     The  enter- 


tainment was,  as  might  have  been  expected,  an 
unqualified  success,  and  reflected  the  highest 
credit  upon  those  responsible  for  its 
organisation. 


Accountancy  and  the  American  Qovemment. 


A  N  interesting  sidelight  is  thrown  upon  the 
•^^  controversy  raised  by  Mr.  Sells,  C.P.A., 
which  we  refer  to  in  another  column,  as  to 
the  respective  merits  of  British  and  American 
accountancy,  by  the  announcement  that  has 
just  reached  us  that  the  Commission  authorised 
by  the  United  States  Congress  to  examine  the 
business  methods  of  the  Post  Office  Depart- 
ment has  decided  to  engage  the  services  of 
Messrs.  Jones,  Caesar,  Dickinson,  Wilmot 
&  Co.,  C.P.A.,  and  of  Messrs.  Deloitte, 
Plender,  Griffiths  &  Co.,  Chartered 
Accountants,  both  of  New  York,  to  make  an 
expert  examination  into  the  methods  of 
accounting  and  expenditure  in  vogue  in  the 
Post  Office  Department  and  Postal  Service. 
The  accountants  have,  we  understand,  been 
requested  to  recommend  such  improvements 
in  the  accounting  methods  of  the  Department 
as  on  investigation  they  may  find  to  be 
practicable. 

It  is  not  proposed  to  have  a  detailed  audit 
of  all  the  accounts  of  the  Department,  for  that 
would  necessarily  involve  considerable  delay 
and  great  expense.  What  is  proposed  is  an 
investigation  by  expert  accountants  into  the 
methods  employed,  and  the  sufficiency  and 
accuracy  thereof  for  the  purpose  of  collecting 
and  guarding  the  revenues.  In  view  of  the 
fact  that  the  present  system  was  established  in 
1835  it  seems  not  unlikely  that  the  accountants 
employed  will  find  it  possible  to  recommend 
several  important  new  departures,  for,   apart 
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from  the  fact  that  there  have  been  great 
changes  in  the  remarkable  growth  of  the 
postal  business  during  the  past  seventy  years, 
it  cannot  be  overlooked  that  the  science  of 
accounting  as  now  understood  was  then  in  its 
infancy.  There  thus  appears  to  be  good 
ground  for  the  belief,  somewhat  confidently 
expressed  by  the  Commission,  that  the  investi- 
gation will  disclose  that  great  economies  can 
be  effected  by  the  application  of  modern 
methods  of  business  administration.  It  is  said 
that  the  Commission  is  assured  of  the  cordial 
co-operation  of  the  President  and  the  Post- 
master-General in  the  performance  of  its 
duties.  Should  that  be  so,  the  success  of  its 
inquiries  is  already  practically  assured  ;  while 
p$r  contra,  were  the  Department  opposed  to 
reform,  it  is  doubtful  whether  even  two  such 
firms  as  Messrs.  Jones,  Caesar,  Dickinson, 
WiLMOT  &  Co.,  and  Messrs.  Deloitte, 
Plender,  Griffiths  &  Co.  would  be  able  to 
carry  their  services  further  than  the  stage  of 
destructive  criticism. 


English  V.  American   Accountancy   Practice. 

TN  another  column  of  the  present  issue  we 
''■  reproduce  an  article  which  appeared  in  the 
New  York  Journal  of  Accountancy  contrasting 
the  methods  of  the  American  and  of  the 
English  professional  accountant,  in  a  manner 
by  no  means  favourable  to  the  last-named. 

It  might  perhaps  be  not  altogether  inappro- 
priate to  inquire  whether  there  is  any  connec- 
tion between  the  statement  made  by  Mr.  Sells 
at  his  inaugural  address,  which  formed  the 
subject  of  our  contemporary's  article,  and  the 
criticisms — as  it  seems  to  us,  entirely  unjustified 
by  the  facts — of  the  late  auditors  of  Barnum 
&  Bailey  (Messrs.  Edward  Moore  &  Sons, 
Chartered     Accountants),    by     the     present 


directors  of  that  company,  and  the  newly- 
appointed  auditors,  Messrs.  Haskins  &  Sells, 
of  New  York.  Whether  or  not  Mr.  Sells 
is  generalising  about  English  accountancy 
practice  upon  an  isolated  case,  it  is,  we  think, 
much  to  be  regretted  that  such  a  discussion 
as  this  should  ever  have  been  raised,  for 
hitherto  the  relations  between  British  and 
American  accountants  have  been  of  a  very 
cordial  description,  and  it  seems  to  us  unlikely 
that  any  good,  even  to  the  latter,  can  arise  out 
of  the  present  controversy.  Were  it  really  the 
fact  that  British  methods  were  old-fashioned 
and  inadequate,  and  that  American  methods 
were  in  every  respect  up  to  date  and  efficient, 
it  would  be  quite  unnecessary  for  an  American 
accountant  to  labour  the  point,  in  that  he 
would  surely  be  preaching  to  the  converted. 
If  it  be  not  a  fact,  then  equally  surely  the 
American  business  man  is  not  likely  to  be 
hoodwinked  by  a  mere  assertion  that  is 
incapable  of  verification,  no  matter  how 
confidently  it  may  be  put  forward. 

One  has  only  to  read  the  article  in  order 
to  be  convinced  that  the  writer  has  not 
taken  the  trouble  to  familiarise  himself  with 
modern  British  methods,  or  he  would  never 
have  asserted  that,  in  Great  Britain,  in 
a  commercial  business  it  is  common  to  find 
that  an  invoice  is  written,  transcribed  to 
a  Sales  Record,  summarised  (if  not  copied 
in  full)  in  the  Journal,  and  posted  from  it  to 
the  Ledger.  In  the  great  majority  of  up-to- 
date  businesses  manifolds  are  used,  altogether 
dispensing  with  the  Day  Book,  which,  we 
presume,  corresponds  with  the  writer's  Sales 
Record;  while  it  may  be  added  that  it  is 
probably  at  least  fifty  years  since  Sales  were 
copied  in  full  in  the  Journal  of  any  commercial 
business.     If  the  Journal  is  used  at  all  at  the 
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present  day  it  is  to  record  some  three  or  four 
transactions  per  month  in  total,  to  enable  a 
better  check  to  be  kept  upon  the  accuracy  of 
the  Trade  Ledgers  by  the  independent  build- 
ing up  of  Adjustment  Accounts  in  a  Nominal 
or  General  Ledger. 

Even  more  laughable,  however,  is  the 
suggestion  that  the  American  method  of  past- 
ing invoices  into  a  Guard  Book  is  preferable  to 
the  British  method  of  dealing  with  Purchases. 
Guard  Books  were  probably  in  very  general 
use  in  this  country  one  hundred  years  ago. 
They  were  frequently  met  with  perhaps  as 
recently  as  twenty-five  years  ago,  but  are  now 
practically  obsolete,  on  account  of  the  extreme 
diiBculty  that  they  offer  to  speedy  reference, 
and  to  the  objections  that  are  now  entertained 
to  permanently  recording  original  entries  in 
bound  books.  If  our  contemporary  cannot 
think  of  a  better  means  of  instancing  the 
superiority  and  modernity  of  American 
accounting  systems  than  the  old-fashioned 
Guard  Book,  we  really  think  that  it  would 
have  been  well  advised  to  allow  the  case  to  go 
against  it  by  default.  For  our  own  part,  how- 
ever, we  should  hesitate  to  assert  that 
American  accountants  of  experience  regard 
this  as  a  suitable  method  of  dealing  with 
Purchases  in  an  ordinary  commercial  business. 

We  prefer  not  to  carry  the  comparison 
further,  and  thus  refrain  from  criticising  our 
contemporary's  assertions  as  to  the  alleged 
superiority  of  the  American  accountant's  audit. 
We  may  mention,  however,  that — at  all  events 
up  to  the  present — that  superiority  does  not 
appear  to  be  so  far  admitted  by  American 
business  men  as  to  prevent  them  from  giving 
a  very  large  proportion  of  their  accountancy 
work  to  British  firms  having  branches  in  the 
States.     We  may  also  mention  that,  although 


a  number  of  technical  works,  of  varying 
merit,  have  been  published  in  the  States 
during  recent  years,  nothing  of  exceptional 
noteworthiness  has  yet  been  produced,  and  even 
American  practitioners  appear  to  still  regard 
the  British  text-books  as  the  standard  ones. 
We  refrain  from  carrying  the  comparison 
further  because,  as  we  have  already  stated,  we 
think  it  to  be  regretted  that  the  question 
should  ever  have  been  raised  in  its  existing 
form,  and  we  feel  sure  that  that  regret  will  be 
shared  by  a  majority  of  the  Certified  Public 
Accountants  in  the  States. 


Butchers'    Qross    Profits. 


A  S  we  intimated  in  a  foot-note  which  we 
•^^  added  to  the  letter  signed  "Genuine" 
(which  appeared  in  our  Correspondence  column 
last  week),  we  propose  to  take  the  present 
opportunity  of  dealing  at  greater  length 
with  the  query  put  by  "  X.  Y."  (in  a  letter 
appearing  in  our  issue  of  the  27th  ult.)  as  to 
"  what  is  considered  to  be  a  reasonable  gross 
"  profit  per  cent,  for  a  provincial  retail  butcher 
"  (English)." 

It  may  be  remembered  that  we  stated  that 
such  a  butcher's  gross  profit  would  vary  greatly 
from  time  to  time,  but  that  probably  20  per 
cent,  would  be  a  fair  average.  Our  corre- 
spondent "  Genuine,"  however,  somewhat 
misreads  our  answer,  and  then  proceeds  to 
contest  it.  He  misreads  it  by  suggesting  that 
we  had  stated  that  at  the  present  time  a  pro- 
vincial retail  butcher  selling  nothing  but 
English  meat  might  expect  to  make  an  average 
profit  of  20  per  cent,  on  his  sales,  and  goes  on 
to  state  that  in  his  opinion  so  high  a  percentage 
would  not  be  likely  to  be  earned.  We  may 
point  out  that,  in  the  first  place,  the  query  put 
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by  our  correspondent  "  X.  Y."  was  not  with 
regard  to  a  butcher  dealing  solely  with  English 
meat,  but  to  an  English  butcher,  which  is  an 
entirely  different  thing.  We  have  yet  to  hear 
of  the  butcher  who  professes  to  sell  nothing 
but  English  meat,  for  undoubtedly  Scotch  beef 
is  represented  to  be  among  the  best  obtainable, 
and  is  sold,  when  they  can  get  it,  by  those  who 
would  profess  never  to  deal  with  chilled 
carcasses.  Similarly,  of  course,  there  is  a  con- 
siderable demand,  generally  exceeding  the 
supply,  for  Welsh  mutton.  We  understood 
the  query  of  our  correspondent  "  X.  Y."  as 
relating  to  a  butcher  carrying  on  an  ordinary 
retail  business  in  England,  and  that,  we  submit, 
is  the  reasonable  construction  of  the  words  he 
employed.  We  may  add,  moreover,  that  our 
experience  tends  to  make  us  somewhat  sceptical 
as  to  whether  there  are  in  this  country  any 
considerable  number  of  butchers  who  do  not 
deal,  to  some  extent,  at  least,  in  imported 
meat.  But,  however  that  may  be,  in  normal 
times  the  rate  of  profit  earned  upon  British  and 
foreign  supplies  does  not  appear  to  be  very 
markedly  different,  and,  as  we  have  already 
stated,  it  varies  greatly  from  time  to  time.  At 
the  present  time  profits  appear  to  be  lower 
generally  than  they  have  been  for  some  years 
past,  although  during  the  last  few  months  there 
are  signs  of  an  upward  tendency.  We  have 
known  the  gross  profits  in  the  same  business 
vary  between  about  13  per  cent,  and  23  per  cent, 
over  a  period  of  less  than  ten  years  without  pre- 
sumably there  being  any  cause  for  the  variation 
other  than  market  conditions. 

It  is  going,  perhaps,  a  little  outside  the 
ordinary  limits  of  accounting,  and  trespassing 
rather  upon  those  of  practical  business  manage- 
ment, but,  as  the  question  has  been  raised, 
we  may  point  out  that  those  butchers  who 


succeed  in  securing  the  largest  percentage  of 
gross  profit  are  generally  those  whose  trade  is 
such  that  they  are  able  to  dispose  of  practically 
all  parts  of  a  carcass  with  equal  facility.  They 
are  thus  able  to  buy  whole  carcasses  at  a  rate 
considerably  lower  than  those  who  can  only 
dispose  of — and  thus  can  only  buy — either  the 
prime  cuts  or  the  poor  cuts.  It  therefore 
follows  that  a  butcher  who,  either  at  one  shop 
or  at  several  shops  in  different  neighbourhoods, 
can  dispose  of  whole  carcasses,  can  make  a 
larger  gross  profit  than  one  whose  customers 
belong  almost  entirely  to  the  better  or  to  the 
poorer  classes.  Of  course,  it  is  needless  to 
remailc  that  if  a  butcher  were  to  purchase 
chilled  meat  and  dispose  of  it  at  the  best 
"  home-grown  "  prices,  he  could  always  secure 
a  larger  rate  of  gross  profit  than  the  normal ; 
but,  whatever  may  be  popularly  supposed,  we 
think  that  such  cases  are  rare,  and,  in  the 
nature  of  things,  could  not  be  long  continued. 
The  retailer  who  deals  in  chilled  meat  for  the 
most  part  deals  in  it  as  such,  and  charges  a 
correspondingly  lower  price,  which  yields  him 
approximately  the  same  rate  of  gross  profit  as 
the  home-raised  article. 


Zbc  ®utlooft  for  tbe  accountant  in  SnDta. 


The  accountant  in  India  does  not  exist  to-day,  in  the 
commercial  or  professional  sense  that  the  accoantant 
in  England  does ;  in  India  he  has  to  make  his  debut. 

The  vast  Indian  Empire,  nearly  fifteen  times  larger 
than  Great  Britain,  and  with  a  population  of  some 
300,000,000,  has  been  contented  in  the  past  with 
"  jogging  along  "  in  its  commercial  systems.  But  these 
lackadaisical  methods  will  soon  be  ancient  history,  and 
business  affairs,  both  State  and  civil,  will  have  to  be 
dissected,  accounted,  and  audited  according  to  strict 
scientific  accountancy  principles. 

The  backbone  of  India  is  its  agriculture,  and  in  (his 
branch  alone  is  a  good  field  for  the  professional  accoun- 
tant, if  the  cultivator  could  be  made  to  understand  the 
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benefits  to  be  derived  from  accurate  accounts.  India 
has  a  surveyed  area  of  555,974.330  acres,  and  of  these 
68,560,296  are  under  forest,  185,451,814  under  food 
grains,  6,776,719  under  food  crops,  13,017,092  under 
cotton,  1,000,000  under  tobacco,  and  so  on,  all  of  which 
have  to  "  pay  their  way.*'  Compare  these  huge  areas 
with  that  of  Great  Britain  and  Ireland,  which  total 
77,681,644  acres  only,  and  the  agricultural  possibilities 
of  India  may  be  formed. 

Another  branch  comprises  the  Indian  railway  system, 
which  shows  a  capital  outlay  of  jf26o,356,5oo,  with 
gross  earnings  ;£'27,262,20o,  working  expenses 
;f  13,293,000,  and  net  earnings  ;f  13,324,500,  showing  a 
net  earning  on  capital  outlay  of  5*27  per  cent.  The 
passengers  carried  yearly  exceed  248,000,000  persons, 
and  the  weight  of  goods  carried  54,936,000  tons.  In 
order  to  cope  with  the  rapid  expansion  of  commerce 
some  ;^io,ooo,ooo  will  be  expended  annually  during 
the  next  few  years,  in  extending  the  railway  system  and 
in  purchasing  new  rolling-stock.  In  addition  to  being 
railway  companies,  several  are  interested  in  manufac- 
turing enterprises,  as  collieries,  brick  -  fields,  chemical 
works,  saw  mills,  pipe  works,  &c.  The  railway  system 
at  the  moment  is  controlled  by  the  Government,  but  it 
seems  quite  probable  that  Indian  State  finance  and 
Indian  railway  finance  may  shortly  be  separated,  and 
the  railways  worked  as  commercial  undertakings  and 
separated  from  the  affairs  of  State.  It  is  here  that  the 
professional  accountant  will  have  a  future,  as  India 
follows  England  in  customs  and  systems.  The  country 
reeks  with  official  designations,  and  the  modest  "  office 
boy "  in  London,  if  transferred  to  India,  might  soon 
annex  the  title  of  "  secretary "  to  some  junior  clerk ! 
Some  of  the  railway  companies  illustrate  the  bump  of 
officialism  well.  Thus,  one  company  possesses,  in  the 
following  order  of  precedence :— chief  auditor,  deputy 
chief  auditor,  auditor,  assistant  auditor,  sub-assistant 
auditor,  senior  assistant  auditor,  junior  assistant  auditor, 
accountant,  bookkeepers,  verifiers,  inspector  of 
accounts,  cashier,  paymaster,  &c.  Another  railway 
company  has  :~chief  accountant,  accountant,  auditor, 
bookkeeper,  cashier,  assistant  cashier,  paymaster,  &c. 
These  may  seem  high-sounding  titles,  and  many  of  the 
posts  are  held  by  natives  at  a  small  salary,  so  what  is 
lost  in  wage  is  made  up  in  official  designation  !  A  good 
all-round  London  bookkeeper,  plunged  into  the  midst 
of  a  coterie  of  accountancy  experts  as  some  of  these, 
would  probably  not  be  long  in  causing  a  "  brain  storm  " 
among  those  possessing  an  **  exaggerated  ego  '* !  Yet 
this  is  the  sort  of  metal  the  future  professional  accoun- 


tant in  India  will  have  to  mould  into  shape.  And  it  is 
safe  to  predict  there  will  be  more  talk  than  work 
among  these  native  financiers  in  embryo.  A  principal 
railway  company  would  probably  pay  a  monthly  salary 
of  Rs.  1,600  to  the  auditor,  Rs.  830  to  the  deputy 
auditor,  Rs.  730  to  assistant  auditor,  Rs.  130  to  Rs.  370 
to  accountants,  Rs.  175  to  bookkeepers,  and  so  on. 
Small  railways  would  pay  smaller  salaries.  A 
new  era  is  about  to  commence  in  railway  affairs  in 
India,  and  the  commercial  spirit  in  the  future  will 
predominate. 

The  army  in  India  has  a  large  turnover,  the  military 
expenditure  for  the  last  five  years  having  totalled 
;f 2 1,000,000  annually;  whilst  the  yearly  revenue  of 
the  Indian  Government  exceeds  ;f75,ooo,ooo,  and  is 
derived  from  land,  opium,  salt,  stamps,  excise,  post 
office,  telegraphs,  mints,  irrigation,  railway  receipts, 
&c.  &c.  When  it  is  known  that  India  is  yet  in  its 
industrial  and  commercial  infancy,  and  is  rapidly 
adopting  British  accountancy  systems,  the  future  of 
the  accountant  in  India  will  be  a  profession  of  worth. 

The  municipalities  and  district  and  local  boards  are 
already  numerous,  although  some  are  small  to-day. 
The  municipalities  number  746,  with  a  population  of 
16,662,696,  an  annual  income  of  ;f6,20o,829,  and  expen- 
diture of  ;f  6,1 19,456.  The  income  of  a  municipality  is 
from  octroi,  taxes  on  houses,  lands,  animals,  vehicles, 
cycles,  professions  and  trades,  tolls  on  roads  and 
ferries  ;  also  water,  lighting,  and  conservancy  rates  ; 
loans  from  Government  and  from  private  individuals ; 
fines;  receipts  from  markets,  slaughter-houses,  &C' 
Whilst  the  expenditure  is  for  general  administration, 
lighting,  police,  fire,  water  supply,  drainage,  conser- 
vancy, hospitals,  dispensaries,  plague  charges,  markets,  ' 
slaughter-houses,  arboriculture,  public  gardens,  roads, 
buildings,  public  instruction,  &c.  &c.  At  a  principal 
municipality  the  monthly  salary  of  a  chief  accountant 
might  be  from  Rs.  1,000  to  Rs.  1,200,  and  the  deputy- 
accountant  Rs.  600,  whilst  a  small  municipality  might 
pay  its  accountant  from  Rs.  100  upwards,  monthly. 
The  district  and  local  boards  number  1,087,  ^^^^  ^ 
total  yearly  income  of  ;f2,502,35o,  all  of  which  is 
usually  expended. 

General  commercial  life  plays  a  very  prominent  part 
in  the  welfare  of  the  country,  and  it  is  here  that  the 
future  professional  accountant  will  obtain  a  large 
clienUk.  Owing  to  the  easy-going  systems  in  vogue, 
any  native  who  can  add  up  a  few  figures,  correctly 
or  incorrectly,  has  dubbed  himself  the  firm's  "  accoun- 
tant," the  term  "  bookkeeper  "  being  beneath  him.  The 
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general  system  of  accountancy  throughout  India 
to-day,  when  viewed  through  British  spectacles,  is  had, 
as  it  lacks  the  strictly  scientific  principles  adopted  in 
England,  and  errors — wilful  and  otherwise — abound 
everywhere.  A  few  firms*  methods  may  be  better  than 
the  majority,  although  errors  may  lurk  even  in  those 
perfected  systems.  There  are  so  many  agencies  at 
work  in  a  trading  concern  to  be  accounted  for — the 
variable  rates  of  exchange  on  England  and  vke  versd ; 
the  variable  Bank  Rates;  the  variable  weights  and 
measures  for  the  same  commodities  in  different  parts 
of  the  country ;  the  various  export  and  import  duties ; 
the  liability  to  error  in  converting  English  prices  of 
goods  purchased  into  Indian  currency  for  sellinj^, 
checking  marine  insurance,  sea  freights,  railway 
charges;  the  various  rates  of  profit  on  goods  sold  ;  the 
several  systems  of  trading  credit,  discounts,  rebates, 
&c. ;  the  various  and  variable  rates  of  exchange  with 
Continental,  Colonial,  or  foreign  countries  (bought  from 
or  shipped  to),  and  so  on.  These  are  a  few  of  the 
practical  thorns  with  which  Indian  commerce  bristles, 
and  no  wonder  a  native  bookkeeper  who  dabbles  with 
intricacies  such  as  these  is  vain  enough  to  call  himself 
an  accountant !  Yet  he  is  usually  scientifically  incorrect 
in  most  of  his  methods,  but  his  skill  is  the  best  obtain- 
able, and  so  the  trader  jogs  along.  An  English 
accountant,  thoroughly  proficient,  would  soon  forge 
ahead,  if  he  proclaimed  his  merits.  "  This  is  as  neat 
as  I  can  get  to  it,''  is  a  favourite  expression  m  an 
accountant's  department.  It  is  hardly  an  exaggera- 
tion to  say  there  may  be  scarcely  a  trading  concern  in 
India  to-day  that  a  qualified  accountant  could  not  save 
more  than  his  salary  in  effecting  prompt  improvements 
in  the  system  of  accounts  in  use.  The  accountant  (i.^., 
bookkeeper)  if  he  issues  a  Balance  Sheet  for  the  delec- 
tation of  his  principal,  usually  adds  "  Certified  correct  " 
to  his  own  work  and  signs  his  name  ;  if  he  wishes  to  be 
prudent  he  uses  the  stereotyped  "E.  &  O,  E."  (».^., 
errors  and  omissions  excepted),  and  signs  his  name. 
Either  the  first  or  second  method  answers  the  purpose, 
and  the  firm  goes  along!  The  majority  of  firms  in 
India  have  a  great  deal  to  learn  yet,  even  in  elementary 
bookkeeping. 

In  a  general  way  the  traders  of  India  may  be  divided 
into  four  great  classes.  Firstly,  the  retail  stores — as 
grocers,  chemists,  vdne  and  spirit  merchants,  drapers, 
furnishers,  &c.  Secondly,  manufacturing  concerns — as, 
breweries;  cotton,  wool,  jute,  paper,  silk,  weaving, 
timber,  rice,  flour,  and  oil  mills ;  tanneries ;  sugar,  tile, 
railway,    lac,    iron    and    brass   factories;    petroleum 


refineries,  gunpowder  and  cordite  factories,  arsenals, 
&c.  &c.  Thirdly,  engineers,  builders,  and  contractors' 
firms;  and  fourthly,  general  agency  businesses  that  act 
for  European,  Colonial,  and  foreign  manufacturers  and 
Indian  concerns.  It  will  be  gathered,  a  general  miscel- 
laneous commercial  knowledge  is  required  by  a 
practising  accountant.  The  system  of  credit  in  India  is 
important,  most  retail  stores  allow  a  discount  for 
prompt  cash,  at  one  month  net,  after  which  interest 
accrues  at  the  rate  of  12}  per  cent,  per  annum  on  the 
unpaid  account  or  balance.  Some  stores  vary  these 
rates.  Nearly  all  retail  shops  accept  their  customers' 
money  on  deposit,  and  allow  var3ring  favourable  rates 
of  interest.  Money  is  also  lent  to  their  customers  on 
their  promissory  note  at  12J  per  cent.  Some  of  these 
stores,  in  addition  to  their  general  retail  business,  collect 
Indian  produce — as  hides,  birds'  feathers,  bristles,  ivory, 
old  metal,  &c. — for  shipment  to  Europe. 

The  banks  in  India  are  generally  more  commercially 
inclined  than  similar  institutions  in  Europe,  and  many 
of  them  resemble  glorified  pawnbrokers,  as  they  advance 
money  on  anything  of  value,  produce  or  otherwise.  A 
bank  accountant's  salary  would  vary  according  to  the 
standing  of  the  institution. 

Scope  for  the  accountant  lies  in  the  domain  of  joint- 
stock  companies  registered  in  India  under  Indian  laws. 
It  is  becoming  the  fashion  for  firms  to  convert  them- 
selves into  limited  liability  companies,  and  during  the 
last  ten  years  1,500  companies  have  registered  annually 
with  a  total  aggregating  ^^25,000,000.  These  have 
included  banking  and  loan  business ;  insurance ;  naviga- 
tion ;  railways  and  tramways ;  trading  concerns ;  tea 
gardens ;  coal  and  gold  mining ;  quarrying ;  cotton,  j  ate, 
wool,  silk,  hemp,  and  flour  mills;  land  and  bnilding 
companies,  &c.  This  is  a  new  department  of  Indian 
finance,  and  is  not  organised  at  the  moment  in  the 
efficient  state,  as  in  England.  Reconstructions  fireqaently 
take  place,  and  what  few  qualified  accountants  there 
are  in  India  have  to  delay  matters  considerably  when 
the  least  pressure  of  work  arises. 

The  export  business  of  the  country  is  growing  at  a 
rapid  rate  with  England,  Belgium,  Germany,  Austria- 
Hungary,  Straits  Settlements,  United  States,  Mauritius, 
Java,  China,  France,  Japan,  Italy,  Russia,  &c. ;  and  the 
accountant  would  do  well  to  become  familiar  with  the 
trade  usages  and  the  currencies  of  those  countries, 
converted  into  the  Indian  currency,  and  vice-versa. 

The  lack  of  skilled  accountancy  is  apparent  in  most 
business  centres.  Sometimes  a  Government  depart- 
ment will  explain  that  a  loss  was  occasioned  by  reason 
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"  of  the  want  of  a  more  elaborate  system  of  accounts  " 
in  the  office.  Whilst  an  eminent  firm  of  British 
merchant  bankers  have  been  officially  denounced  "  for 
"  keeping  their  accounts  in  a  confused  and  muddled 
"  condition.  In  mixing  up  agency  moneys  in  the  general 
'*  balance  of  the  firm,  and  in  the  use  of  such  money,  as 
''  well  as  customers'  deposits,  in  their  daily  and  ordinary 
"business  transactions.  And  the  curious  method  of 
"rendering  Balance  Sheets,  and  the  adjustment  of 
"  accounts,  seemed  to  suggest  the  firm  traded  for  the 
"  mere  sake  of  keeping  things  going." 

In  the  present  complex  conditions  of  modem  Indian 
trading  the  merchant  of  old  is  often  the  mere  commission 
agent  of  to-day«  The  gravest  danger  for  all  India  is 
that  the  vast  superstructure  of  credit,  which  represents 
the  methods  of  financing  modem  business,  may  be 
shaken  by  a  wave  of  terror  caused  by  failures  of  old 
established  firms,  whose  accountancy  has  been  defective. 
The  trade  of  India  is  excellent,  and  is  yearly  increasing 
by  leaps  and  bounds,  but  the  commercial  organisation 
and  accountancy  lacks  the  skilled  men  found  in  Great 
Britain.  From  recent  local  directories  the  number  of 
"  accountants,  auditors,  and  actuaries "  practising  in 
Calcutta  is  seven  ;  in  Bombay,  thirteen ;  and  in  Madras, 
three. 

This  article  is  written  in  a  general  practical  manner, 
and  it  should  be  noted  the  prosperity  of  India  lies  in 
the  future  and  not  in  the  past ;  and  those  who  are  wise 
will  ponder  these  things. 

(Note. — Roughly,  the  rupee  in  exchange  can  betaken 
at  IS.  4d.,  and  the  anna  at  a  penny.  Thus  Rs.  15  equal 
£\  sterling.  Twelve  pies  equal  one  anna,  sixteen  annas 
equal  one  rupee.) 


xnieefils  Tlote0. 


TIM  Oharund  The  21st  Annual  General  Meeting  of 
BaiMvoluit  *^®  Chartered  Accountants'  Benevolent 
A»»ocU»loB,  Association  was  held  on  the  ist  inst., 
at  the  conclusion  of  the  Annual  Meeting  of  the  Institute. 
The  report  of  the  Board  of  Governors  and  the  accounts 
for  the  year  ended  the  31st  March  last  were  reproduced 
in  our  last  issue.  The  accounts  show  an  income  of 
jf  1,032  i6s.  5d.,  and  an  expenditure  upon  relief  of 
jfi,oo6  17s.,  leaving  a  surplus  of  £%^  19s.  sd.  to  be 
carried  forward,  the  current  expenses,  amounting  to 
£^  1 8s.  id.,  having  been  defrayed  by  Mr.  G6rard  van 
de  Linde,  and  thus  not  falling  against  the  income  of  the 
Association.     The    Capital    Account    was   increased 


during  the  year  under  review  by  donations  amounting 
to  ;f2,363  los.  6d.,  and  now  amounts  to  £\ly^^^  12s.  4d. 
These  donations  included  a  munificent  gift  of  ;£'2,ooo 
from  Mr.  W.  B.  Peat,  F.C.A.,  to  be  known  as  the  Edith 
Peat  Gift,  and  separately  invested,  its  income  being 
applicable  to  the  general  purposes  of  the  Association, 
llie  Special  Fund  Account  for  the  relief  of  Chartered 
Accountants'  clerks  not  members  of  the  Institute,  which 
had  been  almost  exhausted,  has  been  increased  by 
donations  during  the  past  year  to  the  extent  of  £^7.2  4s., 
and  now  stands  at  ^£'200  8s.  4d.,  after  the  expenditure 
of  ;f  56  I  OS.  during  the  current  year  upon  relief.  Special 
trusts  are  the  Hanson  Fund  Account,  which  has  con- 
tributed £\o  to  its  beneficiaries  during  the  past  year, 
and  the  Taylor  Fund  Account,  which  has  similarly  con- 
tributed ;^4i  9s.  lod.  The  jiccumulated  funds  of  the 
Association  are  now  represented  by  investments  costing 
;£'i2,9i5  and  a  cash  balance  of  {,4fi^  19s.  9d.,  but  there 
is  still  an  adverse  balance  on  Income  and  Expenditure 
Account  of  £^1  3s.  8d.  We  should  like  to  mention  that 
the  membership  of  the  Association  is  about  468, 
whereas  the  membership  of  the  Institute  is  3,585.  It 
would  thus  appear  that  not  one  Chartered  Accountant 
in  seven  is  a  member  of  the  Association. 


Companlet  and  We  must  confess  to  having  every 
Income  Tax.  sympathy  with  those  who  resent  the 
continuance  of  the  income-tax  at  its  present  extor- 
tionate rate  of  is.  in  the  £^  and  who  use  every  eflfort 
to  secure  a  reduction  of  what  is  essentially  a  form  of 
class  taxation  admittedly  retained  in  its  present  form 
solely  because  the  voting  power  of  income-tax  payers 
is  a  negligible  quantity  at  Parliamentary  elections,  but 
those  who  attack  it  should  at  least  do  so  with  a  view 
to  securing  an  adjustment  of  taxation,  so  that  it  may 
fall  more  equitably  upon  the  shoulders  of  the  com- 
munity generally,  rather  than  in  order  to  secure  a  relief 
for  some  at  the  expense  of  others.  Of  all  the  sugges- 
tions that  we  have  recently  heard,  we  know  of  none  less 
entitled  to  consideration  as  an  income-tax  reform  than 
that  suggested  by  Mr.  Fell,  M.P.,  in  a  recent  question 
addressed  to  the  Chancellor  of  the  Exchequer,  when  he 
inquired  whether  the  latter  would  so  arrange  matters 
that  in  future  companies  should  only  be  called  upon  to 
pay  income-tax  on  the  dividends  they  actually  paid  to 
their  shareholders,  and  not  upon  an  estimate  of  profits 
arbitrarily  arrived  at  by  the  Commissioners,  which 
profits  were  rarely  available  for  distribution  among  the 
shareholders.  It  is  obvious  that  limited  companies,  as 
such,  are  not  entitled  to  have  their  income-tax  assessed 
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upon  a  more  favourable  basis  than  individuals,  and  if 
they  were  only  to  be  called  upon  to  pay  income-tax 
upon  dividends  paid,  the  position  would  be  somewhat 
analogous  to  that  of  requiring  individuals  only  to 
pay  income-tax  upon  income  spent.  However 
desirable  it  may  be  to  avoid  excessive  taxation  of 
unspent  income,  upon  the  ground  that  it  is  against 
public  policy  to  tax  thrift,  it  must  surely  be  obvious 
that  the  man  earning  more  than  he  can  spend,  and 
similarly  the  company  earning  more  than  it  divides,  is 
in  a  better  position  to  bear  taxation  than  the  majority. 


The  Double  One  of  the  most  important  points  dis- 
Income  Tax.  cussed  at  the  recent  Colonial,  or  rather 
Imperial,  Conference,  so  far  as  accountancy  subjects 
are  concerned,  is  the  penalising  investment  of  British 
capital  in  the  Colonies  by  reason  of  the  double  income- 
tax  on  the  earnings  derived  therefrom,  seeing  that  such 
capital  is  called  upon  to  pay  income-tax  in  the  Colony 
and  again  in  the  mother-country.  It  is  understood 
that  the  Premier  of  Cape  Colony  was  among  those  who 
strongly  urged  the  unfairness  of  the  present  system. 
The  discussion  that  ensued  was  a  long  one,  but  so  far 
as  can  be  gathered  no  satisfactory  result  was  reached. 
While  such  a  condition  of  affairs  continues,  it  does  not 
seem  very  surprising  that  capitalists  should  prefer  to 
invest  their  savings  in  foreign  countries,  where  they  are 
only  liable  to  the  payment  of  one  tax,  which  can  in  all 
probability  be  evaded  ;  and  to  this  circumstance  may, 
perhaps,  in  part,  at  least,  be  attributed  the  low  price  of 
Stock  Exchange  securities  at  the  present  time. 


Deedt  of         A  somewhat  unusual  case  came  before 
ABBltfnment  and    ....  ,    ,       ^ 

DlBienttntf        ^^^  Honour  Judge  Rentoul,  K.C.,  in  the 

Creditors.  City  of  London  Court  last  month, 
when  a  Mr.  Giffard  was  summoned  by  a  Mr. 
Israel  to  show  cause  why  he  should  not  be  committed 
to  prison  for  the  non-payment  of  ^^55  due.  It  was 
stated  that  the  defendant  was  the  member  of  a  City 
firm  which  had  recently  entered  into  a  private  arrange- 
ment with  its  creditors — who  amounted  in  all  to 
;f  105,000 — for  the  payment  of  a  composition  of  15s.  in 
the  £,  two  instalments  of  which  had  been  paid.  The 
plaintifif,  however,  had  not  assented  to  the  arrangement, 
and  now  sought  to  enforce  payment  of  his  claim.  The 
learned  Judge  stated  that  the  City  of  London  Court 
was  the  business  Court  of  the  City,  and  not  a  guillotine 
machine  to  squeeze  as  much  as  possible  out  of  busi- 
ness men  like  the  defendant  who  had  been  unfortunate. 


No  doubt  the  plaintiff  was  acting  within  his  strict  legal 
rights,  but  the  Court  wanted  to  take  a  reasonable  view 
of  the  matter.  In  business  every  man  must  take  his 
chance  of  making  bad  debts.  The  offer  made  to  the 
defendant's  creditors  seemed  a  very  fair  one,  and  in 
the  circumstances  the  order  he  would  make  would  be 
one  for  the  payment  of  £z  per  month.  Allowing  a 
quite  reasonable  sum  for  costs,  it  would  thus  appear  that 
the  plaintiff  will  not  recover  bis  debt  in  less  than 
two  and  a- half  years.  Quite  conceivably,  therefore, 
he  will  be  no  better  off  than  he  would  have  been  had 
he  accepted  the  offer  of  composition.  The  case  is  of 
especial  interest,  as  showing  that  in  the  City  Courts  an 
eminently  sensible  view  appears  to  be  taken  with 
regard  to  such  arrangements  between  debtors  and 
creditors. 


Fraadf  at  the  On  the  24th  ult.  one  Hopkins,  until 
Bankmptoy  Conrt^  recently  a  clerk  on  the  personal  staff 
of  Mr.  E.  L.  Hough,  the  Senior  Official  Receiver 
in  Bankruptcy,  pleaded  guilty  before  the  Recorder  at 
the  Central  Criminal  Court  to  stealing  five  cheques  and 
forging  the  endorsement  thereon,  and  was  sentenced  to 
eighteen  months'  imprisonment  with  hard  labour.  It 
appears  that  the  cheques  which  Hopkins  was  charged 
with  stealing,  which  amounted  in  the  aggregate  to  ;fi3i. 
out  of  total  defalcations  stated  at  ;f 360,  were  cheques 
drawn  for  the  payment  of  dividends  due  to  creditors  in 
bankruptcies  which  had  remained  unclaimed  sufficiently 
long  to  make  it  appear  reasonably  safe  for  the  prisoner 
to  steal  them.  Having  forged  the  endorsement,  be 
cashed  the  cheques,  it  is  said,  at  a  public  house  where 
he  was  known,  and  so  far  as  we  can  gather  from  the 
evidence  reported,  his  irregularities  would  not  have  been 
discovered  but  for  the  accidental  circumstance  that  one 
bankrupt,  having  paid  his  creditors  in  fuU  and  applied 
for  an  annulment,  made  a  more  detailed  investigation 
of  the  accounts  than  the  ordinary  scheme  of  audit  pro- 
vides for.  If  this  be  so,  it  would  appear  to  suggest  that 
the  Board  of  Trade  audit,  like  most  official  audits, 
combines  a  maximum  amount  of  irritation  to  accounting 
parties  with  a  minimum  proportion  of  real  efficiency. 
We  may  point  out,  however,  in  connection  with  the 
whole  matter,  that  dividend  cheques  issued  by  the  Board 
of  Trade  are  invariably  crossed  *'  not  negotiable,"  and 
that,  therefore,  any  third  parly  cashing  them  for  one  other 
than  the  true  holder  for  value  becomes  liable  to  refund 
the  amount  to  the  drawer.  The  case,  therefore, 
emphasises — if  indeed  any  emphasis  were  needed — the 
advantage  of  all  cheques  being  so  crossed. 
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The  Gounoil  of  At  the  recent  special  meeting  of  the 
theLawBoelety.  Law  Society,  at  which  Mr.  G.  H. 
Radford,  M.P.,  had  given  notice  of  his  intention  to 
move  a  resolution  to  the  effect  that  members  retiring 
from  the  Council  should  not  be  eligible  for  re-election 
for  a  full  twelve  months,  thus  securing  the  infusion  of 
a  certain  amount  of  new  blood  on  the  Council,  the 
President  stated  that  he  was  compelled  to  refuse  to  put 
the  motion  to  the  meeting,  as  being  ultrd  vires  the 
Charter  of  the  Society.  Mr.  Radford  mentioned,  how- 
ever, that  he  proposed  to  bring  the  matter  up  in 
another  form  at  a  later  date,  as  he  considered  the  pre- 
sent arrangement  was  inconsistent  with  popular  repre- 
sentation, and  had  the  effect  of  making  the  Council  a 
practically  permanent  body. 


The  Bad^et. 


In  the  course  of  an  interesting  criticism 
on  the  Budget,  in  the  current  issue  of 
The  Financial  Review  of  Reviews,  the  Hon.  Michael  H. 
Hicks- Beach  says  that  the  Chancellor  of  the  Exchequer 
would  have  done  better  to  have  confined  his  differen- 
tiation proposals  to  the  Death  Duties,  and  so  have 
avoided  some  of  the  difficulties  necessarily  attendant 
on  a  differentiation  of  income.  It  is  said  to  be  very 
inconsistent  for  the  State,  after  encouraging  saving  by 
means  of  the  Post  Office  and  other  savings  banks,  to 
penalise  the  income  derived  from  such  savings. 
Evasion  of  various  kinds  will,  it  is  thought,  follow  the 
change,  for  the  income-tax  payer  will  either  omit  from 
his  return  of  income  the  interest  on  his  investments,  or 
will  so  divide  his  "unearned  portion  of  income" 
among  his  family  as  to  bring  his  total  personal  income 
within  the  differentiation  limit.  The  full  effect  of  the 
changes  is  still  being  debated  in  the  press,  and  Mr.  F. 
Lodge  Rosser  thinks  that  the  benefit  conferred  on  the 
middle  class  is  very  problematical.  He  gives  the 
following  table  in  support  of  his  views  :— 

.  Tax. 


Total 

Income. 

Earned. 

Unearned. 

OldScale. 

New  Scale. 

£ 

£ 

£ 

£    s 

d 

£   s   d 

300 

100 

200 

7  0 

0 

700 

3«> 

160 

160 

8    0 

0 

800 

450 

150 

300 

15    0 

0 

15    0   0 

470 

70 

400 

16    0 

0 

16   0   0 

570 

70 

500 

22  10 

0 

22  10   0 

600 

300 

300 

24    0 

0 

.      21  IS    0 

Goo 

100 

500 

24    0 

0 

24    0    0 

670 

70 

600 

30    0 

0 

30    0    0 

TOO 

400 

300 

31  10 

0 

.      27    7    6 

700 

300 

400 

31  10 

0 

28    2    6 

1, 500 

500 

1,000 

75    0 

0 

68  15    0 

2,000 

1,000 

z,ooo 

100    0 

0 

87  10    0 

Another  press  campaigner  hastens  to  point  out  that 
Mr.  Lodge  Rosser's  figures  would  more  nearly  mirror 
the  facts  relative  to  middle-class  incomes  if  they  were 
reversed  in  this  wise : — 


Apportioned 

Mr.  Lodge 

as  follows 

Tax  due 

Rosser's 

Total 

^ 

figures. 

Income. 

Earned. 

Unearned. 

old  Scale. 

New  Scale. 

New  Scale. 

£ 

£ 

£ 

£    s 

d 

£    s 

d 

£    s    d 

300 

200 

100    . 

7    0 

0 

6  10 

0 

700 
800 

320 

160 

160    . 

8    0 

0 

8    0 

0    . 

450 

.     300 

150    . 

15    0 

0 

.     13    2 

6    . 

.    15    0    0 

470 

.     400 

70    . 

16    0 

0 

.     12  17 

6    . 

.    16    0    0 

570 

.     500 

70    . 

22  10 

0 

.     17  15 

0    . 

.    22  10    0 

600 

.     300 

..      300    . 

24    0 

0 

.    21  15 

0    . 

.    21  15    0 

600 

500 

100    . 

24    0 

0 

•     »9    5 

0    . 

.    24    0    0 

670 

.     600 

70    . 

30    0 

0 

'.     28  12 

6    . 

.    30    0    0 

700 

.    ^300 

..      400    . 

31  10 

0 

6    . 

.    27    7    6 

700 

.     400 

..      300    . 

31  10 

0 

..     27    7 

6    . 

.    28    2    6 

1.500 

.  1,000 

..      500    . 

75    0 

0 

..     62  10 

0    . 

.    68  IS    0 

2,000 

.  1,000 

..   1,000    . 

100    0 

0 

..     87  10 

0    . 

.    87  10    0 

♦  These  are  Mr 

Rosser' 

s  figures  reversed. 

Company  Law     In  the  House  of  Lords  last  week  the 
Heform.  Companies  Bill  was  dealt  with  in  Com- 

mittee under  the  presidency  of  Lord  Onslow.  The 
following  are  some  of  the  principal  amendments : — 
The  issue  of  shares  was  to  be  subject  to  the  sanction 
of  a  special  resolution  of  the  company. 
Nothing  in  Clause  10,  which  dealt  with  the  power  of  a 
company  to  pay  interest  out  of  capital  in  certain  cases, 
was  to  affect  any  company  to  which  the  Indian  Railway 
Companies  Act,  1894,  as  amended  by  any  subsequent 
enactment,  applied.  A  new  sub- clause  was  added  to  the 
section  dealing  with  registration  of  mortgages  and 
charges,  as  follows : — 

Where  a  debenture  containing  or  giving  by  refer- 
ence to  a  deed  containing  a  charge  required  to  be 
registered  under  the  section  is  renewed  by  extending 
the  currency  thereof  beyond  the  date  originally  fixed, 
such  renewal  shall  require  to  be  registered  under  this 
section  as  if  it  were  a  fresh  charge. 
On  Clause  20  an  amendment  by  Lord  Ridley  to  increase 
the  fine  to  ^^5  in  regard  to  a  company  refusing  or  not 
forwarding  the  register  of  debenture-holders  was  agreed 
to  and  added  to  the  clause.    Lord  Avebury's  amend- 
ment on  Clause  21  to  the  effect  that — 

One  at  least  of  the  auditors  in  the  case  of  every 
company  whose  authorised  capital  amounts  to  ;^5o,ooo 
shall  be  a  professional  accountant, 
was  agreed  to  subject  to  the  words  "  one  who  publicly 
carries  on  business  as  an  accountant "  being  substituted 
for  the  words  **  a  professional  accountant."  It  was  also 
agreed  that  the  Balance  Sheet  under  this  clause  should 
be  signed  by  two  directors.  The  '*  21  days  "  was  altered 
to  "  14  days  "  in  the  new  sub-clause — 

"  At  least  21  days'  notice,  exclusive  of  the  date  by 
which  proxies  had  to  be  lodged,  must  be  given  of  all 
meetings  of  every  company." 

Another  amendment  made  it  clear  that  a  person  who, 
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without  qualificatioD,  acted  as  director,  was  liable  to  a 
penalty  of  £^  for  every  day  he  acted  as  a  director. 
With  regard  to  the  reorganisation  of  capital,  Lord 
Balfour  of  Burleigh's  amendment,  as  appended,  was 
agreed  to  :— 

But  provided  always  that  no  preference  or  special 
privilege  attached  to,  or  belonging  to,  any  class  of 
shares  shall  be  interfered  with  except  by  a  special 
resolution  passed  and  confirmed  by  shareholders  of 
that  class  independently  of  the  presence  of  votes  of 
any  shareholders  of  any    other    class,  and    every 
resolution  so  passed  shall  be  a  valid  special  resolution 
binding  all  shareholders  of  such  class. 
Meanwhile    suggestions    for   reform    continue   to   be 
presented  through  the  medium  of  the  press.  Mr.  Robert 
Butcher  suggests  that  it  should  be  compulsory  for  the 
directors  of  companies  to  hold  annual  meetings  and 
present  audited  accounts,  the  penalty  for  non-observ- 
ance being  a  heavy  fine.    The  absence  of  enforceable 
penalties  might  certainly  be  considered. 


The  Power  of  a  An  adjourned  summons  in  Re  Kings- 
Oompaiiy.  if^^yy  Collieries,  Lim,,  has  given  Mr. 
Justice  Kekewich  an  opportunity  of  deciding  an 
interesting  question.  A  colliery  company  had  pur- 
chased some  land  for  the  purpose  of  erecting  buildings 
appertaining  to  its  business  thereon,  but,  finding  that 
this  course  was  inconvenient,  the  company  sold  the 
land.  The  question  was  whether  this  was  ultrd  vires 
the  company.  Counsel  contended  that  a  statutory 
corporation  had  no  inherent  power  of  sale,  but  the 
Judge  thought  that,  having  regard  to  the  authorities,  it 
would  be  wrong  to  say  that  the  company  had  not  the 
power  to  sell.  The  objection  to  purchase  was,  there- 
fore, disallowed. 


DIreetori'  Feet.  ^°  ^^  Dover  Coalfield  Extension,  Litn., 
where  a  certain  limited  company  (A) 
purchased  shares  in  another  company  (B),  and  trans- 
ferred part  of  the  securities  to  two  of  its  directors,  so 
that  they  might  qualify  as  directors  of  the  B  Company, 
it  was  held  that  fees  received  by  these  directors  were 
for  services  rendered,  and  were  not  received  by  reason 
of  the  qualifying  shares ;  that  the  amount  of  the  fees 
was  a  matter  of  bargain  between  the  purchasing  com- 
pany and  its  directors,  who  acted  as  members  of  the 
other  board,  and  that  as  regards  the  one  director,  against 
whom  alone  action  had  been  brought,  he  was  entitled 
to  retain  the  fees  as  against  the  liquidator  of  A  Com- 


pany, since  they  were  not  profits  derived  from  the 
shares  so  as  to  raise  the  question  of  fiduciary 
relationship. 

An  Arbitrator's  The  decision  of  the  Court  of  Appeal 
RMnuneratloB.  in  S.  Mason,  Lim.  v.  Lovatt  lays  it 
down  that  a  taxing- master,  when  determining  the 
remuneration  to  be  paid  to  an  arbitrator,  should  act  on 
the  evidence,  if  any,  of  persons  in  the  same  profession 
as  the  arbitrator  with  regard  to  the  question  as  to  what 
is  a  reasonable  charge,  and  the  taxing-master  should 
not  disregard  that  evidence  and  allow  such  sum  as  he 
may  himself  think  reasonable. 


Bankrupt  Mr.  Henry  Attlee,  in  the  course  of  his 
Boliolton.  presidential  speech  at  the  recent 
special  general  meeting  of  the  Law  Society,  pointed 
out  that  the  Council  had  been  obliged,  under  the  Act 
which  was  passed  last  year,  to  refuse  to  renew  the 
certificates  of  a  larger  number  of  solicitors  than  it  was 
thought  would  have  been  found  necessary.  In  every 
case  where  appeal  had  been  made  the  Councirs 
decision  had  been  upheld,  and  he  desired  to  warn 
solicitors  to  put  their  house  in  order,  as  the  Council 
had  determined  that  they  would  not  grant  certificates 
to  gentlemen  who  were  undischarged  bankrupts.  It 
cannot  be  said  that  the  warning  is  untimely,  for  The 
Financial  News  points  out  that  when  the  record  of  a 
practising  solicitor  was  investigated  a  short  time  ago 
no  fewer  than  twenty-two  outstanding  judgments  were 
found  against  him ! 


Jl  QnoitloD  of  '^^^  Insb  case  of  Brandon  v,  Hanna 
CommlMlon.  involves  an  interesting  point.  A. 
employed  B.  to  negotiate  a  sale  of  his  business  on  the 
arrangement  that  if  a  purchaser  was  found  he  was  to 
receive  a  commission,  but  if  there  was  no  sale  then 
there  was  to  be  no  charge.  B.  introduced  C.  as  a 
possible  purchaser.  A.  subsequently  decided  not  to 
sell  and  withdrew  the  matter,  paying  B.  a  small  sum 
for  out-of-pocket  expenses.  A.  changed  his  mind  and 
consulted  a  friend,  who  recommended  C.  as  a  likely 
purchaser  and  communicated  with  him.  C.  ultimately 
purchased  the  business.  B.  claimed  commission  on 
the  sale.  The  jury  in  the  first  instance  found  for  B., 
but  the  majority  of  the  King's  Bench  Division  set  aside 
this  judgment  in  favour  of  A.,  on  the  ground  that  the 
acceptance  of  payment  was  cogent  proof  that  the 
contract  had  been  determined  by  mutual  consent.  This 
view  has  since  been  upheld  by  the  Court  of  Appeal. 
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Deed!  of         It  should  be  noted  that  the  decision 
Amngemeiit.      in  Re  Saumarez  ;  ex  parte  the  Trustee^ 
akeady  commented  npon  in  these  columns,  has  been 
upheld  by  the  Court  of  Appeal. 


It  has  facetiously  been   said  that  a 

B«4iimUi1ii<  a     movement  has  been  started  with  the 
Crovn* 

object  of  making  Mr.   Roosevelt  the 

President  of  the  United  States  for  life,  givmg  him 

power  to  name  his  successor.    The  idea  is  not  quite  so 

absurd  as  it  looks,  for  the  same  wag  points  out  that  an 

English  Parliament  once  conferred  the  power  to  dispose 

of  the  Crown  by  will ! 


Codllloatlon 
Wanted. 


Mr.  Blake  Odgers,  K.C.,  in  the  course 
of  his  Gresham  Lectures  on  Law,  is 
reported  to  have  answered  his  self-imposed  question  as 
to  what  was  the  trouble  with  our  law,  by  saying  that 
the  difficulty  was  to  find  a  clear,  accurate,  authoritative 
statement  of  it.  In  his  opinion  a  code  was  inevitable ; 
it  could  be  made  at  one-tenth  the  cost  of  an  ironclad 
and  would  be  a  lasting  benefit  to  the  nation. 


Gompnliery       Iq  reply  to  a  question  put  by  Mr.  Hyde 

RMwrre  Fnndi.    j^  the  House  of  Commons  last  week, 

as  to  whether  he  had  any  information  with  reference 

to  the  existence  of   compulsory   Reserve  Funds  for 

limited  liability  companies  in  foreign  countries,  the 

President  of  the  Board  of  Trade  is  reported  to  have 

said  that  information  on  the  subject  had  been  obtained 

from  France,  Germany,  Italy,  and  Belgium.  In  France, 

Germany,  and  Belgium  joint-stock  companies  were 

compelled  to  set  aside  5  per  cent,  of  their  net  profits 

for  the  formation  of  a  reserve  until  that  fund  was 

equal  to  10  per  cent,  of  the  company's  capital.    In 

Italy  a  similar  proportion  of  net  profits  was  required 

to  be  set  aside  until  the  Reserve  Fund  was  equal  to 

20  per  cent,  of  the  company's  capital.    It  is  significant 

to  note  that  in  none  of  these  countries  were  there  any 

special   mles  governing  the  investment  of  moneys  to 

represent  the  Reserve  Funds. 


A  BnratyaUp  A  point  of  interest  to  sureties  arose  in 
QiMsttoa.  the  recent  case  of  Hastings  Corporation  v. 
Lctton  and  another.  As  reported,  it  appears  that  the 
defendants  were  sureties  for  the  payment  of  rent  due 
under  a  lease  for  seven  years  granted  by  plaintiffs  to  a 
company*  and  subsequently  assigned  to  another  com- 


pany the  liability  as  sureties  continuing  as  regards  the 
second  company.  Both  companies  had  been  finally 
dissolved,  and  plaintifis  contended  that  the  sureties 
were  bound  to  pay  the  rent  until  the  end  of  the  lease. 
The  defendants  argued  that  the  dissolution  of  the  com- 
panies ended  the  lease,  and  as  their  engagement  was 
only  to  pay  during  the  term  of  the  lease,  they  were  not 
liable,  especially  as  it  could  not  be  contended  that  the 
lease  still  subsisted  as  being  theoretically  vested  in  the 
Crown.  The  defence  was  upheld  by  a  Divisional 
Court. 


The  Law  Times  waxes  satirical  over 
Compaiilef 
and  Political      the  attitude  of  certam  members  of  the 

Oontrlbntloni.  House  of  Commons  towards  the 
private  Bills  promoted  by  companies  whose  directors, 
with  a  view  to  securing  a  reduction  in  the  rates,  had 
made  some  small  contribution  to  the  municipal  Society. 
It  is  said  that  they  exhibit  a  strange  contrast  to  the 
attitude  of  the  House  towards  the  Trades  Disputes  Act 
in  its  passage  through  the  House  as  a  Bill.  The 
righteous  horror  evoked  by  a  limited  company  indirectly 
influencing  a  municipal  election  in  the  interest  of  its 
shareholders  is  difficult  to  reconcile  with  the  unlimited 
powers  given  to  societies  such  as  trade  unions,  which 
not  only  take  an  active  part  in  politics,  but  levy  a  con- 
tribution on  their  members  for  the  purposes  of  returning 
members  to  and  maintaining  members  in  Parliament : 
Steele  v.  South  Wales  Miners'  Federation  (95  L.T.  Rep, 
260;  1907, 1  K.B.  361). 


Limited        ^^  *^®  House  of  Commons  last  week 
Partnerihlpt    the    second  reading    of    the    Limited 
"*"•  Partnerships  Bill  was  agreed  to  without 

a  division.  Sir  Andrew  Torrance  considered  the  Bill 
embodied  a  very  dangerous  principle,  inasmuch  as  it 
would  lead  to  money  being  lent  for  short  periods  to 
suit  the  convenience  of  the  lender  ;  and  Sir  Alexander 
Acland  Hood  submitted  that  a  measure  of  this  nature, 
which  affected  so  deeply  the  business  life  of  the 
country,  ought  not  to  be  discussed  in  the  absence  of 
all  representatives  of  the  Board  of  Trade. 


Hetfotlable 
Initrumento. 


The  legal  notes  in  The  Financial  Times 
remark  that  the  practice  of  obliging  a 
friend  by  signing  a  blank  stamped  piece  of  paper  in 
order  that  it  may  be  converted  into  a  negotiable  instru- 
ment,  and  money  raised  thereon  by  and  for  the  benefit 
of  the  friend  is  absurdly  common.   A  recent  case,  how- 
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ever,  Lloyd's  Bank,  Lim,  v,  Cooke  and  others ^  indicates 
that  a  person  who  adopts  this  foolish  practice  cannot 
afterwards  deny  that  be  was  given  authority  to  fill  up 
the  blank  for  any  amount  which  the  stamp  will  cover, 
and  that  the  person  appearing  as  payee  is  just  as  much 
entitled  to  enforce  payment  of  the  full  amount,  provided 
always,  of  course,  that  all  is  done  in  good  faith,  as  a 
person  to  whom  the  instrument  may  have  been  subse- 
quently negotiated. 


Bhareholden. 


The  Dummy  has  risen  in  his  wrath  I  In 
other  words,  some  of  the  signatories  of 
the  memorandum  of  association  of  a  limited  company 
are  reported  to  have  claimed  to  be  recognised  by  the 
liquidator  as  shareholders.  It  is  said  that  the  promoter 
is  bringing  an  action  with  a  view  to  dismissing  the 
claim  on  the  ground  that  they  were  merely  trustees 
acting  on  his  behalf,  and  were  never  bond  fide  share- 
holders. If  reports  are  true  the  legal  battle  is  to  be  a 
tough  one,  and  perhaps  some  curious  consequences 
may  arise  out  of  what  is  a  common  practice  in  company 
registration.  The  office  boy  and  typist  signatories  will 
no  doubt  await  the  decision  with  great  and  abiding 
interest.  On  the  other  hand  it  seems  unfortunately  only 
too  true  that  there  are  many  persons  who  would  be 
extremely  pleased  if  certain  liquidators  would  not 
recognise  them  as  shareholders!  Non  cuivis  homini 
contingit  adire  Corinthum, 


Tube  Capital 
EzpendUiin. 


The  following  interesting  table  from 
The  Financial  Times  shows  the  capital 
expenditure  of  the  Tube  Railway  group,  together  with 
the  mileage  constructed.  The  average  capital  cost 
works  out  at  over  jf  620,000  a  mile  : — 


Company 

Total  Capital 

Expended 
31st  Dec.  1906 

Mileage 
Constructed 

Baker  Street  and  Waterloo 

Central  London 

Charing  Cross,  Euston,  &  Hampstead 

City  and  South  London 

Gt.  Northern  and  City 

Gt.  Northern,  Piccadilly,  &  Brompton 

2,9<^,O0O 

3,904,000 
4,992,000 
3,016,000 
2,304,000 
6,582,000 

520 

671 
3-41 
♦7-72 

Total 

£23,704,000 

3817 

*  Partly  constructed  only. 


"WattMd** 
Stock. 


It  is  said  that  among  the  schemes  for 
the  amendment  of  the  law  which  are 
to  be  submitted  to  the  Legislature  by  the  President  of 
the  United  States  is  one  to  prevent  the  "  watering  "  of 
railway  stock.  The  increase  of  nominal  capital  without 
a  corresponding  increase  of  actual  capital  is,  says  The 


Solicitors*  Journal,  not  unknown  in  England,  but  the 
practice  is  much  more  common  in  the  United  States. 
Borrowing  powers,  in  Great  Britain  and  the  Continent, 
have  been  conferred  on  railway  companies,  bat  only  to 
a  limited  extent,  whereas  in  America  the  general  laws 
exercise  but  little  limitation,  so  that  in  some  cases  the 
construction  of  a  railway  was  effected  by  the  proceeds 
of  loans,  the  share  capital  being  issued  solely  for  the 
profit  of  the  contractor.  In  other  cases  "dividends" 
(as  understood  in  America)  have  been  paid  by  the 
issue  of  scrip,  and  so  many  abuses  have  crept  into 
existence  that  the  change,  when  it  does  come,  will 
probably  need  to  be  on  the  drastic  side. 


Current  Xaw. 


'Undef  this  heading  are  noted  from  time  to  time  the  salient 
features  of  decisions  of  interest  which^  so  far,  have  im/ 
appeared  in  our  "  Law  Heports^  As,  however,  these 
notes  are  necessarily  greatly  condensed,  reference  should 
"'n  all  cases  be  made  to  the  fuller  report  when  it  appears.] 


Company  Law. 

Curtis,  Gardner  &  Co,,  Lim.  v,  A .  Clearet 
&  Co.,  Lim,  Lawrence,  J. 

Held,  that  where  the  regulations  of  a  company  pro- 
vide that  cheques  may  be  signed  by  one  director  and 
the  secretary,  a  bill  of  exchange  drawn  against  the 
company  may  be  accepted  on  behalf  of  the  company 
in  the  same  way.— (Tiwes,  May  6.) 


Corredpon5ence  zx(b  Bnqutrtes. 


All  communications  to  the  Editor  should  be 
by  letter  only. 


[We  are  at  all  times  ready  to  insert  correspondence  on 
matters  of  interest  to  the  Profession,  but  we  do  not  of  course 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended  for 
current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon:  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents,  not  necessarily  for 
publication,  but  as  a  guarantee  of  good  faith.] 


Accountants  practising  Abroad. 

(To  the  Editor  of  The  Accountant,} 
Sir, — I  am  sorry  you  do  not  understand  my  qnery, 
under  the  nom  de  plume  of  **  Curious,'*  in  reference 
to  the  above  matter.  I  was  trusting  I  had  made  my 
query  as  plain  as  the  subject  would  admit.  However, 
I  have  much  pleasure  in  trying  to  expedite  matters.   As 
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an  instance  of  what  I  mean,  supposing  a  member  of  the 
Institute  of  Chartered  Accountants  in  Ontario — who 
would  in  Canada  be  recognised  as  a  Chartered  Accoun- 
tant— came  to  England,  would  he  be  allowed  to  practise 
as  a  Chartered  Accountant  ?  Would  the  English 
Institute  raise  any  objection  ?  I  know  members  of  the 
English  Institute  practise  in  Canada.  Trusting  I  have 
made  myself  plain, 

Yours  truly, 

6th  May  1907.  CURIOUS. 

[Of  course  we  cannot  say  what  action  the  Institute 
might  take  but  Canadian  Chartered  Accountants  might 
argue  that  they  have  as  much  right  to  practise  here 
under  that  title,  as  Scottish  Chartered  Accountants.— 
Ed.  AccL] 

The  Budget  of  1907-8. 

{To  the  Editor  of  The  Accountant.) 
Sir, — It  occurs  to  the  writer  that  but  very  few 
persons  fully  understand  the  far-reaching  change  in 
income-tax  law  which  will  be  effected  by  the  abolition 
of  Section  133  of  the  Income  Tax  Act  of  1842.  This 
section  comes  to  the  relief  of  distressed  taxpayers — i.^., 
of  persons  who  have  been  assessed  in  accordance  with 
the  average  system  upon  a  sum  out  of  all  proportion 
to  the  profit  actually  made,  and  the  relief  which  is 
afforded  to  such  taxpayers  comes  at  the  most  welcome 
time,  namely,  when  they  are  doing  exceedingly  badly. 
Mr.  Asquith's  suggested  change  in  the  income-tax 
law  will  take  away  from  all  those  who  are  suffering 
acutely  from  professional  or  commercial  competition 
the  possibility  of  a  refund,  which  heretofore  has 
lightened  considerably  the  taxpayers'  load. 

An  example  will  show  how  the  133rd  Section  helps 
taxpayers.  In  successive  years  a  taxpayer's  profits 
have  been  as  follows  :—;i*io,ooo,  /5,ooo,  ;£'3,ooo,  and 
/'i,ooo.  Now,  when  our  taxpayer  is  making  but  ;f  1,000 
be  is  assessed  on  the  average  of  the  three  preceding 
years— that  is  to  say,  on  jf6,ooo.  Surely  an  anomaly 
of  anomalies,  since  he  has  been  assessed  and  has  paid 
on  no  less  than  six  times  his  actual  profit.  In  our 
particular  instance  the  133rd  Section  comes  to  his 
relief  in  the  following  manner :— The  trader  is  allowed 
to  strike  a  new  average,  knocking  out  the  first  of  the 
four  years  given  above  and  bringing  in  the  last ;  that  is 
to  say,  he  is  allowed  to  pay  on  the  average  of  the 
jf5,ooo,  jf 3,000,  and  jf  1,000  years— ».^.,  upon  ;f 3,000. 
Now  this  is  bad  enough,  for  although  he  benefits  largely 
by  the  operation  of  Section  133,  he  still  pays  on  ;£'3,ooo 
when  his  actual  profit  only  amounts  to  ;£'i,ooo.    The 


big  repayment  under  Section  133,  although  insufiicient, 
is  nevertheless  an  undoubted  benefit,  and  it  is  this 
benefit  which  the  Chancellor  proposes  to  remove,  and 
so  cause  the  taxpayer  to  pay  on  the  original  assess- 
ment of  ;f  6,000  when  making  but  jf  1,000. 

Do  taxpayers  fully  understand  what  is  meant  by 
this  proposed  abolition  of  Section  133  ?  Probably  half 
a  million  sterling  is  repaid  in  accordance  with 
Section  133  each  year,  and  did  taxpayers  only  know  of 
the  operation  of  the  section,  the  repayments  would 
amount  to  many  times  that  figure,  at  any  rate,  in  bad 
years.  Further,  thousands  of  adjustments  are  made 
in  accordance  with  Section  133,  without  making  repay- 
ment necessary— ^.^.,  by  reduction  of  assessment  before 
any  payment  is  made. 

The  average  system  operates  in  the  most  intolerable 
way  against  unsuccessful  taxpayers ;  and  if  Section  133 
is  to  be  repealed,  then  unfortunate  professional  men 
and  traders  will  be  thrust  still  further  into  the  mire, 
and  all  in  order  to  do  something  "  very  beneficial  to 
the  Revenue,"  as  says  Mr.  Asquith.  But  Mr.  Asquith 
also  goes  on  to  say  that  the  repeal  will  "  do  no  harm  to 
anybody  if  it  is  carried  out."  How  can  he  justify  this 
statement  while  still  retaining  the  average  system, 
which  works  so  iniquitously  ? 

Yours  faithfully, 

London,  May  1st  1907.  T.  HALLETT   FRY. 


A  Question  of  Account. 

(To  the  Editor  of  The  Accountant.) 

Sir, — Under  the  above  heading  appears,  in  your  issue 
of  the  loth  November  1906,  a  letter  of  mine  seeking 
information  regarding  the  treatment  of  an  item  in  the 
accounts  of  a  college,  which  is  a  limited  liability 
company. 

The  question  has  again  been  raised  by  many  of  the 
shareholders  that  the  cost  of  the  waterworks  erected  by 
the  company,  and  paid  for  by  ohe  of  the  directors  in 
the  form  of  a  gift  to  the  institution,  should  not  appear 
on  the  face  of  the  Balance  Sheet  in  its  present  form. 

In  the  published  form  of  accounts  enclosed  herewith 
[not  reproduced]  it  will  be  noticed  that  the  item  appears 
among  the  assets  under  the  donor's  name  per  contra,  as 
well  as  among  the  liabilities  in  the  same  manner,  but  by 
way  of  a  variation  of  name,  such  as  "  Water  Supply 
Fund." 

The  contention  of  the  shareholders  is  that  the 
donation  should  have  been  journalised,  debiting  ths 
contractors  and  crediting  either  the  No.  i  or  No.  9 
Profit  and  Loss  Account. 
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Although  the  payment  did  not  pass  between  the 
company  and  the  contractors,  the  liability  ceased  to 
exist  when  the  director  sent  his  cheque  direct  to  the 
contractors  in  full  settlement  of  their  debt. 

It  is  further  asserted  that  whibt  the  item  under  the 
name  of  "  Water  Supply  Fund  "  continues  to  be  shown 
among  the  liabilities,  the  asset  is  reduced  by  that 
amount — viz.,  ;£24o  odd—in  value,  therefore  the  amount 
should  be  made  to  disappear  from  among  the  liabilities^- 

As  auditing  time  is  fast  approaching,  I  shall  be  glad 
of  your  opinion  on  the  point  at  issue. 

Yours  faithfully, 

INTER  VIVOS. 

[We  think  it  wrong  to  charge  Revenue  with  deprecia- 
tion on  assets  that  have  been  presented  to  the  company ; 
certainly  it  is  not  necessary  to  do  so.  Probably  it  would 
be  best  to  omit  the  item  from  both  sides  of  the  Balance 
Sheet,  but  there  can  be  no  objection  to  it  being 
permanently  upheld  if  desired. — Ed.  Acct.] 


Income  TaH  Reform  and  Reduction  League. 

{To  the  Editor  of  The  Accountant.) 
Sir, — I  have  had  so  many  letters  and  requests  made 
to  me  privately  and  in  public  to  consider  the  question 
of  the  formation  of  an  Income  Tax  Reform  and  Reduc- 
tion League  that  I  feel  that  I  should  take  the  opinion 
of  your  readers  upon  the  matter. 

Were  such  a  League  started  I  imagine  its  objects 
{inter  alia)  might  be — 

To  advocate  a  reduction  in  the  rate  of  income-tax. 
To    impress    upon    successive    Governments  the 
necessity  for  the  reform  of  the  incidence  of  the 
tax. 
To  collect  data  as  to  irregularities  in  the  incidence, 
and  to  lend  the  assistance  of  the  League  to  the 
rectification  of  abuses. 
Perhaps  persons  sympathising  with  the  objects  of 
the  suggested  League  wiU,  in  the  first  place,  communi- 
cate with  me,  or,  better,  will  send  me  their  cards. 
Yours  faithfully, 

2  Cloisters,  TempU,  E.C,  T.  HALLETT  FRY. 

May  6th  1907. 

Income  Tax. 
{T0  tJu  Editor  •f  TJu  Accountant.) 
Sir,— Will  you  kindly  tell  me  the  date  from  which 
Section  133  is  to  be  repealed— 6th  April  1907,  or  1908  ? 

Yours  faithfully, 
May  yth  1907.  z. 


{Ta  the  Editor  of  The  Accountant.) 
Sir,— May  I  be  allowed  to  add  to  your  comments  in 
your  issue  of  27th  April  on  the  questions  raised  la  Mr. 
Gowar's  letter  in  issue  of  20th  ult. 

In  cases  where  interest  on  short  loans  (as  in  promis- 
sory notes)  is  not  paid  out  of  profits  which  have  been 
charged  to  income-tax — ».«.,  where  a  business  is  carried 
on  at  a  loss  and  is  not  assessed  to  income-tax,  then 
Section  24  (3)  of  Customs  and  Inland  Revenue  Act, 
1888,  applies,  and  the  person  paying  the  mterest  is  not 
only  entitled,  but  is  bound  to  deduct  income-tax  from 
such  interest  (see  Lord  Advocate;  re  City  of  Edinburgh, 
Court  of  Session,  Scotland,  15th  October  1903). 

With  regard  to  the  second  question,  a  liquidator  is 
bound,  under  the  Act  quoted  above,  to  deduct  income- 
tax  from  interest  paid  and  to  hand  it  over  to  the 
revenue,  and  if  he  fails  to  deduct  the  tax  or  fails  to 
pay  over  any  tax  so  deducted,  and  distributes  the 
assets  without  meeting  the  Crown's  claim  (even  though 
no  application  may  have  been  made  to  him  by  the  Crown 
before  the  distribution  of  the  assets),  he  is  held  per- 
sonally liable  {In  re  Watchmaker's  Alliance  and  Ernest 
Goode's  Stores,  Court  of  King's  Bench,  28th    March 

1905)- 

A  local  collector  of  tax  cannot  accept  payment,  if 
proflferred,  of  any  tax  not  already  assessed  and  charged 
in  his  duplicate  of  assessment.  The  proper  course  in 
such  a  case  is  to  remit  the  tax  direct  to  Somerset 

House. 

Yours,  &c., 


May  2nd  1907. 


INCOME  TAX. 


Capital  Account  of  Sole  Trader. 

(To  the  Editor  of  Thi  Accountant,) 
Sir,— I  shall  be  glad  to  have  your  opinion,  or  that  of 
your  readers,  as  to  the  best  method  of  recording  in  a 
sole  trader's  books  capital  drawn  from  the  business  for 
the  purchase  of  hoilse  property,  mortgages,  shares,  &c., 
and  the  income  resultant  therefrom  so  as  to  differen- 
tiate between  the  capital  invested  in  the  business  and 
that  invested  outside. 

I  have  seen  various  methods  of  dealing  with  such 
transactions,  as  follows : — 

(1)  Accounts  are  opened  in  the  business  Private 
Ledger  for  the  properties,  &c.,  purchased  which 
are  ultimately  incorporated  in  the  Balance 
Sheet.  The  income  derived  is  credited  to  the 
Capital  Account,  the  latter  thus  showing  the 
trader's  total  worth,  but  this  method  does  not 
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distinguish  between  the  capital  invested  in  and 
outside  the  business. 

(2)  Accounts — memoranda  only— are  opened  in  the 
Private  Ledger,  as  in  No.  i,  but  they  are  not 
included  in  the  Balance  Sheet,  which  purports  to 
show  only  the  business  capital.  They  are,  how- 
ever, entered  on  a  supplementary  list,  which  in 
conjunction  with  the  Balance  Sheet  gives  a 
record  of  the  total  possessions.  The  Capital 
Account,  which  only  shows  the  amount  invested 
in  the  business,  is  credited  with  the  income  from 
the  private  investments  and  the  trading  profits. 
The  great  difficulty  in  this  method  is  caused  by 
the  reduction  and  increase  in  the  Memoranda 
Accounts,  which  transactions  do  not  appear  in 
the  Balance  Sheet,  though  they  pass  through 
the  business  Cash  Book. 

(3)  By  the  third  method  an  attempt  is  made  to  keep 
the  transactions  separate  by  opening  two  Capital 
Accounts— one  for  the  business  and  the  other 
for  outside  investments  —  and  by  likewise 
dividing  the  Balance  Sheet  mto  two  sections. 

It  might  be  suggested  that  separate  books  be  opened 
to  keep  the  Private  and  Business  Accounts  quite 
separate,  but  the  case  I  wish  for  advice  upon  is  one 
where  the  owner  insists  on  having  all  his  accounts  in 
one  Ledger  and  one  Cash  Book. 

Yours  faithfully, 

NEWMAN  NOGGS. 


Depreciation,  with  Special  Reference  to  the 
Accounts  of  Local  Autliorlties. 

{To  ihi  Editor  of  The  Accountant,) 
Sir, — I  am  grateful  to  Professor  Dicksee  for  allowing 
us  to  see  clearly  the  line  of  thought  he  was  following 
in  his  lecture.  As  he  says,  the  Electricity  Accounts  I 
sent  him  do  not  enable  him  '*  to  determine  whether  the 
'*  statutory  Sinking  Fund  instalments  are  sufficient  or 
••  not  for  depreciation." 

We  say  they  are  not,  and  consequently  we  put  aside  a 
very  considerable  further  sum  as  Reserve  for  Obso- 
lescence, but  I  agree  with  Mr.  Price  that  neither 
Professor  Dicksee  nor  I,  as  accountants,  are  qualified 
to  determine  the  matter;  nor  do  I  think  that  an 
auctioneer  and  valuer  like  Mr.  Price  can  do  so.  The 
Bolton  Corporation  have  called  in  the  evidence  on  this 
matter  of  expert  mecha.iical  and  electrical  engineers, 
who  after  considerable  trouble  settled  our  depreciation 


at  6  per  cent,  on  machinery,  mains,  and  transformers, 
and  at  10  per  cent,  on  motors,  meters,  and  instruments. 
This,  after  a  severe  tussle,  the  income-tax  authorities 
considered  too  much^  and  they  reduced  for  tax  purposes 
the  6  per  cent,  to  5  per  cent. 

Our  accounts  show  that  not  only  are  the  Sinking 
Fund  requirements  met,  but  that  last  year  we  had  in 
excess  the  sum  of  ;£'i3,65o,  and  not  only  has  this  been 
increased  during  the  past  year  to  ;^i 7,142,  but  the 
Bolton  Electricity  Committee  have  wisely,  in  my 
opinion,  out  of  their  largely  increased  profits  this  year, 
reduced  their  gross  capital  by  the  sum  of  j^3»204  for 
special  additional  depreciation  of  engines  and 
machinery,  &c.  I  quite  agree  with  Professor  Dicksee 
that  the  professional  auditors  of  a  corporation  ought  to 
satisfy  themselves  that  the  Sinking  Fund  instalpients 
are  sufficient.  Our  auditors,  who  are  Chartered 
Accountants,  reported  last  year  to  the  Council  that 
BoUon^s  trade  undertakings  were  adequately  charged  with 
depreciation.  They,  of  course,  have  access  to  the  calcu- 
lations and  returns  made  to  the  Local  Government 
Board,  which  Professor  Dicksee  has  not.  I  may,  how- 
ever, for  his  information,  state  that  the  "  S."  Depart- 
ment of  the  Local  Government  Board  are  the  keenest 
auditors  of  Debt  and  Sinking  Funds  that  exist  in  the 
British  Isles.  This  special  audit  is  in  addition  to  any 
ordinary  Government  audit,  and  is,  besides,  applicable 
to  all  corporations ;  for  every  Act  of  Parliament  passed 
requires  municipalities  to  make  these  special  returns 
to  the  Local  Government  Board  so  that  the  Board  in 
London  may  be  quite  satisfied  that  their  necessary 
requirements  are  fully  met  yearly.  And  I  may  tell  him 
that  I  have  again  and  again  been  surprised  with  the 
ability  and  keenness  displayed  by  that  department, 
which  is  infinitely  superior  to  anything  shown  by  the 
ordinary  Government  auditor,  as  far  as  my  long 
experience  of  them  goes. 

My  brother  officers  will  unanimously  support  me  in 
this  opinion,  I  know,  but  I  can't  say  that  this  data 
ought  to  be  given  to  the  public  except  as  they  may  get 
it  through  the  Blue  Books. 

Yours  truly, 
Boltony  yth  May  1907.  GEO.  SWAINSON. 


{To  the  Editor  of  the  Accountant.) 

Sir, — I  must  apologise  for  again   trespassing  upon 

your  space  with  further  reference  to  my  recent  lecture 

on  the  above  subject,  but  as  a  review  of  this  lecture 

appears   in    the   current    issue    of   The   Accountants' 
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MagaMine  completely  misrepreseoting  my  views  towards 
this  important  question,  I  should  be  much  obliged  if 
yoQ  would  kindly  place  before  your  readers  the 
accompanying  copy  of  your  contemporary's  review, 
and  of  my  letter  in  reply  thereto. 

Yours  truly, 
May  7th  1907.  LAWRENCE  R.  DICKSEE. 


"  Depreciation,  with  Special  Referenx:e  to  the  Accounts 
of  Local  Authorities.**  By  Lawrence  R.  Dicksee, 
MtCom.,  F.C.A.  London :  Gee  &  Co.,  34  Moorgate 
Street,  E.C. 

The  above  lectuore  deals  with  its  subject  mainly  from 
the  scientific  point  of  view.  Professor  Dicksee  first 
examines  the  ordinary  and  accepted  view  of  depre- 
ciation held  by  the  majority  of  accountants  and  busi- 
ness men,  and  then  pnx»eds  to  investigate  the  prin- 
ciples underlying  the  subject.  He  arrives  at  the 
conclusion  that  "the  charge  against  revenue  in  respect 
of  the  sinking  fund  may,  in  the  peculiar  circumstances 
applicable  to  the  accounts  of  local  authorities,  be 
regarded  as  being  the  statutory  equivalent  for,  and  as 
taking  the  place  of,  the  ordinary  business  man*s  charge 
for  depreciation." 

Professor  Dicksee  seems  to  have  departed  from  the 
position  he  had  formerly  taken  up  in  his  book  on 
depreciation,  and  probably  to  the  minds  of  many 
readers  the  views  then  expressed  will  appear  to  be 
sounder,  both  scientifically  and  financially. 


[copy.] 
To  the  Editor  Accountants*  Magazine. 

Dear  Sir, 
^Depreciation,  with  Special  Reference  to  the  Accounts  of 
Local  Authorities.** 

I  observe  that  in  the  review  contained  in  your 
current  issue  of  my  recent  paper  on  the  above  subject, 
you  state  that  I  "  arrive  at  the  conclusion  that  *  the 
charge  against  revenue  in  respect  of  the  sinking  fund 
may,  in  the  peculiar  circumstances  applicable  to  the 
accounts  of  local  authorities,  be  regarded  as  being  the 
statutory  equivalent  for,  and  as  taking  the  place  of,  the 
cHrdinary  business  man's  charge  for  depreciation.*  '*  Will 
you  permit  me  to  point  out  that  this  quotation  is 
verbally  inaccurate,  and,  by  being  divorced  from  its 
context,  becomes  a  complete  misstatement  of  that 
which  it  was  the  object  of  my  paper  to  prove. 

What  I  did  state  was  that,  "Assuming  the  working 
life  of  the  assets  in  all  cases  exactly  corresponds  with 
the  period  for  which  the  loan  has  been  granted,  the 
amount  set  aside  out  of  revenue  during  the  time  that 
those  assets  have  been  available  for  use  as  revenue- 
producers  will  exactly  equal  the  whole  of  their  cost," 
and  therefore  1  went  on  to  say  that  "although  there 
might  be  minor  errors  with  regard  to  the  apportion- 


ment as  between  one  year  and  another,  the  charge 
againjt  revenue  in  respect  of  sinking  fund  might, 
under  these  peculiar  circumstances,  be  regarded  as 
equivalent  to,  and  as  taking  the  place  of,**  deprecia- 
tion. I  went  on  further  to  point  out  that  "The  sink- 
ing fund  instalment  can  only  be  regarded  as  equivalent 
to  depieciation,  in  the  ordinary  business  man's  accept- 
ance of  that  term,  in  those  circumstances  where  the 
working  life  of  each  separate  asset  is  exactly  equal  to 
the  loan  period,'*  and  I  then  showed,  at  some  length, 
that,  owing  to  the  operations  of  equated  loan  p^iods, 
there  was  invariably  "a  very  marked  discrepancy 
between  the  loan  period  and  the  estimated  life  of 
almost  each  one  of  the  various  classes  of  assets  pro- 
posed to  be  acquired,  while  of  course  there  will  be 
still  further  variations  as  between  individual  items  of 
assets  of  the  same  kind  '* ;  adding  later  on  "that  in  any 
event  the  statutory  sinking  fund  will  not  suffice  to  keep 
the  undertaking  going.  Further  charges  must  be 
made  against  revenue  as  representing  part  of  the  cost 
of  the  renewal  of  what  we  may  for  convenience  call 
the  short-lived  assets.  .  .  .  This  is.  and  must  in  all 
cases  be,  the  inevitable  result  of  an  equated  loan 
period.** 

Upon  again  reading  my  pamphlet,  I  think  you  must 
admit  that  your  reviewer  has  done  me  considerable 
injustice  by  attributing  to  me  views  that  I  do  not  hold, 
and  which  I  have  upon  mote  than  one  occasion  stated 
that  I  consider  to  be  unsound.  As  the  mis-statement 
is  likely  to  do  me  considerable  harm,  I  must  ask  you 
to  publish  a  correction,  or  to  insert  this  letter  in  your 
next  issue. 

Yours  faithfully, 

Lawrence  R.  Dicksee. 


Cbanered  Bccountant9'  Cbess  Club* 


The  first  match  of  the  above  club  was  played  against  a 
team  of  the  West  London  Club,  at  Brook  Green  Hotel,  on 
Monday  last.  Considering  the  strength  of  the  West  London 
team,  the  result  was  by  no  means  disheartening  to  the 
Chartered  men,  who  were  without  the  services  of  Messrs. 
F.  W.  Lord,  L  E.  Mannington,  and  G.  A.  Tooke. 

Chaftered  Accounfanti* 
West  London  Chess  Club.  Chess  Club. 

R.  P.  Michell     ..     ..     I      H.  J.  Snowden      ..     .-     o 

C.  NichoUs oj    A.  E.  Mercer o\ 

E.J.Brooks       ..     ..     o      A.S.Walsh i 

C.E.Ford I      K.  H.  Michell        ..     ..     o 

H.E.Williams..     ..     o      P.H.Williams     ,.      ..      i 

W.  Reflfold I      C.  S.  Meares o 

W.H.Frost  ..  ..  I  F.  C.  Allwork  ..  ..  o 
F.W.Herbert..  ..  i  G.  E.  Wamwright,  Jun.  o 
T.H.Pearson    ..     ..     i       H.  L.  Shoveller    ..     ..     o 

J.  W.  Bryceson..     ..     o      J.  E.  E«[erton 1 

£.  Beisley o      F.E.Barnes i 
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In  view  of  the  general  meeting  to  be  held  in  September 
for  the  election  of  officers,  &c.,  for  the  ensuing  season,  it  is 
requested  that  all  chess-playing  Chartered  Accountants  (or 
articled  clerks)  send  in  their  names  to  Mr.  H.  ].  Snowden, 
A.C.A..of  St.  Michael's  House,  Basinghall  Street,  B.C., 
so  that  a  personal  notice  of  the  above  general  meeting  may 
be  sent  to  them  in  due  course. 


XLbc   Xetcestec   Cbartered    Bccountant9 
Stuoentd'  Soctetp* 


Income    Tax. 


By  C.  E.  Isaacs. 


At  a  meeting  of  the  above  Society  the  following  paper 
was  read  by  Mr.  Isaacs,  Mr.  Carryer,  A.C.A.,  presiding. 
There  was  a  good  attendance  of  members. 
Introductory, 

My  subject  on  this  occasion  is  so  wide  and  compre- 
hensive that  I  propose  to  deal  with  principles  rather  than 
details,  in  the  limited  time  at  our  disposal. 

The  modern  income-tax  aims  at  taxation  of  income  at 
its  source;  and  a  great  many  difficulties  will  vanish  at 
once  if  this  principle  is  clearly  apprehended. 

As  long  as  the  State  can  secure  the  tax  on  the  income 
itself,  it  is  not  very  much  concerned  with  the  owners  of  it. 

It  acts  on  the  principle  of  looking  after  the  incomes, 
and  letting  the  owners  take  care  of  themselves.  It 
intercepts  the  former,  as  far  as  possible,  before  it  reaches 
its  destination,  helps  itself  to  its  share,  and  then  allows 
the  residue  to  pass  on  as  free  of  income-tax. 

The  Legislature  provides  for  granting  exemptions, 
abatements,  and  allowances ;  but  the  onus  falls  on  the 
taxpayer  to  claim  them,  and  to  prove  his  title  to  them. 

The  State  endeavours  to  cast  its  net  widely  enough  to 
enclose  every  source  of  taxable  income,  and  to  let  nothing 
escape  through  its  meshes  that  is  worth  retaining. 

In  order  to  give  efiect  to  these  principles,  all  sources  of 
income  are  classified  under  one  or  another  of  five  headings, 
or  schedules,  as  they  are  called,  designated  as  A,  B,  C,  D, 
and  E  respectively. 

Schedule  A  relates  wholly  to  income  arising  from  land 
and  buildings. 

Schedule  B  to  profits  from  occupation  of  land. 

Schedule  C  lelates  to  interest,  &c.,  derived  from  public 
revenue. 

Schedule  D  to  trade  and  {H-ofessional  profits,  and  to  all 
other  incoime  not  specifically  included  under  some  other 
schedule. 

Schedule  E  to  income  derived  from  public  employment. 


Every  possible  class  of  income  is  thus  provided  for, 
under  one  or  other  of  these  five  schedules. 
Schedule  A. 
Let  us  spend  a  few  moments  over  Schedule  A.  Every 
building  is  assessed  where  it  stands,  and  each  holding  of 
land  is  assessed  where  it  is  situated,  usually  in  the  same 
order  as  the  poor  rate  assessments. 

It  does  not  matter  who  the  owner  is,  or  where  he  lives. 
The  property  is  assessed,  and  the  tax  is  recoverable,  on 
the  spot,  from  the  occupier. 

Returns  of  the  annual  value  are  required,  speaking 
generally,  from  each' occupier  once  in  five  years,  and  such 
returns  are  compared  with  the  poor  rate.  Assessments  are 
then  made  on  the  estimated  rental  at  which  each  holding 
is  worth  to  be  let  to  an  ordinary  yearly  tenant. 

Suppose  a  certain  house  is  of  the  annual  value  of  £100 
(less  one-sixth  allowed  for  the  average  cost  of  repairs). 
The  owner  may  be  subject  to  payments  of  ground  rent, 
interest  on  mortgage,  or  to  some  other  annual  charge. 

The  State  is  only  concerned  with  securing  the  tax  on  the 
assessment  as  a  whole,  and  empowers  the  occupier  to 
deduct  from  the  next  payment  of  rent  to  the  owner  the 
duty  which  he  has  paid  on  the  owner^s  account.  The  latter 
in  his  turn  is  empowered  by  law  to  deduct  the  tax  from 
each  payment  of  ground  rent,  &c.,  which  he  makes. 

If  the  recipient  happens  to  be  exempt  from  income-tax 
it  makes  no  difference.  He  must  suffer  the  deduction, 
under  a  heavy  penalty  for  refusal  to  do  so ;  but  he  can 
recover  from  the  Government  the  tax  so  deducted,  if  he 
applies  for  the  money,  and  proves  his  title  to  it,  on  the 
proper  form. 

The  foxegoing  observations  illustrate  the  principle  of 
taxation  of  income  at  its  source. 

Schedule  B. 
Schedule  B  relates  only  to  the  pix>fit  arising  from  the 
occupation  of  agricultural  land,  and  the  income  of  the 
occupier  is  estimated,  according  to  law,  as  one-third  of  the 
annual  value,  including  tithe  xent  charge. 

In  framing  the  Income-tax  Act  of  1842  it  was  assumed 
that  farmers  need  not  be  expected  to  keep  accounts  of 
profits.  There  were  no  school  boards  at  that  time,  and 
there  were  no  Chartered  Accountants ;  but  it  was  not  to 
be  thought  of  that  a  man  should  be  allowed  to  escape 
taxation  simply  because  of  his  ignorance  of  bookkeeping. 

A  rough  and  ready  way  was  therefore  devised  to  estimate 
a  farmer's  income  Let  the  seasons  be  good,  bad,  or 
indifferent,  his  assessment  had  to  stand  at  one-half  of  the 
assessment  under  Schedule  A,  including  the  tithe  rent 
charge. 

Thus  if  the  annual  value  of  his  fann,  including  tithe 
rent  charge,  was  ;^4oo,  the  farmer's  taxable  income  was 
;^2oo,  no  matter  what  his  actual  profit  or  loss  might  be. 
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Subsequent  enactments  have  modified  these  conditions 
somewhat. 

One-third  of  the  annual  value  is  now  taken  as  the 
assessment  basis,  instead  of  one-half ;  and  an  occupier  of 
land  can  elect  to  be  assessed  under  Schedule  D  like  an 
ordinary  trader.  Even  if  he  remains  assessed  under 
Schedule  B,  he  can  claim  remission  of  overcharge  on 
proving  his  case  by  production  of  accounts. 
Schedule  C. 

As  to  Schedule  C,  it  is  enacted  under  Section  88  of  the 
Act  of  1842  that  the  duties  shall  be  paid  by  the  persons 
and  corporations  respectively  entrusted  with  the  payment 
of  the  annuities,  dividends,  and  shares  of  annuities  thus 
charged,  and  shall  extend  to  all  public  annuities  whatever, 
payable  in  Great  Britain,  out  of  any  public  revenue  in 
Great  Britain  or  elsewhere. 

By  Section  89  the  Bank  of  England  and  the  Commis- 
sioners of  the  National  Debt  are  required  to  deliver 
accounts  of  the  annuities  payable  to  and  by  them  respec- 
tively to  the  Commissioners  for  assessing  the  same. 

By  Sections  93  and  94  they  are  required,  on  behalf  of 
the  Government,  to  set  apart  and  retain  the  amount  of  duty 
so  assessed,  which  they  are  empowered  to  deduct  from  the 
persons  who  are  entitled  to  such  annuities,  dividends,  or 
profits. 

By  Section  96  all  other  persons  or  agents  entrusted  with 
the  pajrment  of  annuities  or  dividends,  payable  out  of  the 
public  revenue  of  any  Colony,  are  required  without 
further  notice  to  furnish  accounts  for  the  use  of  the 
Special  Commissioners  to  enable  them  to  make  proper 
assessments  thereon  accordingly. 

SeotioQ  97  deals  with  securities  issued  at  the  Exchequer 
or  other  public  office. 

By  Section  2  of  5  &  6  Vict.,  c.  80,  provision  is  made  for 
securing  the  tax  on  annuities  and  dividends  payable  out 
of  the  reveuiue  of  any  forei^  State. 

Every  possible  precaution  seems  to  be  taken  to  e£fect 
taxation  of  income  at  its  source,  the  result  bein^  that  about 
four-fifths  of  the  whole  duty  is  raised  in  this  way. 

I  endeavoured  to  show  in  my  recent  lecture  on  "  Gradua- 
tion of  Income-tax"  that  a  very  large  portion  would  be 
lost  altogether  if  not  collected  at  the  fountain  head. 
Schedule  D. 

Schedule  D  relates  mainly  to  pxofits  arising  from  trade, 
manufacture,  professions,  and  employment ;  to  precarious 
and  casual  income,  and,  indeed,  to  any  and  every  kind  of 
income  which  is  not  classified  under  any  other  of  the 
five  schedules. 

Under  Schedule  D  taxation  at  its  source  is  aimed  at  as 
much  as  it  is  under  any  other  schedule,  and  it  is  attained 
wherever  the  subject  is  tangible  and  definite. 

For  instance,  a  railway  company,  or  a  large  public  com- 
pany, consisting  of  numerous  shareholders,  is  assessed  as 


one  entity.  The  Profit  and  Loss  Accounts  show  the  totil 
profits  of  the  concern,  and  they  are  taxed  in  one  sum.  Tbe 
dividends  actually  paid  to  each  shareholder  are  thus  free 
of  income-tax — ^that  is  to  say,  they  are  free  from  taxation  in 
the  hands  of  the  payee. 

The  same  principle  of  taxation  at  its  source  holds  good 
in  every  business,  because  it  is  the  business  that  is  the 
subject  of  taxation  for  its  total  profit  before  any  of  tbe 
latter  is  distributed. 

It  is,  however,  under  Schedule  D  that  most  of  the 
leakage  of  revenue  occurs ;  because  it  is  impossible,  how- 
ever finely  the  meshes  of  the  fiscal  net  are  woven,  to  secure 
that  every  source  of  income  shall  be  detected. 

One  man  may  be  the  occupier  of  a  highly-rented 
dwelling-house,  another  may  have  no  permanent  xesi- 
deooe  at  all;  yet  each  may  derive  a  vast  income  from 
foreign  profits  which  the  Revenue  authorities  may  have 
no  means  of  discovering. 

If,  therefore,  the  owner  of  such  income  does  not  think 
fit  to  inform  tbe  assessor  of  his  liability  (though  the  law 
requires  that  he  shall  do  so),  he  doubtless  too  often 
escapes  altogether  from  paying  income-tax,  because  the 
source  of  income  is  invisible  and  intangible  in  this  country, 
except  to  the  receiver  of  the  income. 

Nevertheless,  we  see  that  taxation  at  its  source  is  tbe 
main  principle  governing  the  administration  of  income- 
tax  in  the  United  Kingdom. 

The  recent  select  Parliamentary  Committee^  in  their 
report  on  graduation  of  income-tax,  have  rightly  recom- 
mended that  this  principle  shall  not  be  abandoned,  what- 
ever other  changes  may  be  advisable  in  the  law  and 
administration  of  income-tax. 

Under  this  Schedule,  as  under  others,  we  have  to  tax  the 

source  as  a   whole,    leaving    such    details  as  individual 

incomes  or  claims  of  exemption,  abatement,  &c.,  to  find 

their  own  level  as  regards  adjustment  of  personal  liability. 

Why  is  Income-tax  under  Schedule  D  unpopular  ? 

Apart  from  its  inquisitorial  character,  nearly  all  its 
unpopularity  among  traders  and  professional  men  is 
caused  by  neglect  of  the  public,  in  very  many  instances, 
to  keep  reliable  accounts  of  profit  and  loss,  and  conse- 
quently to  make  correct  rettirns.  For  very  many  years 
subsequent  to  1842  such  neglect  was  very  general  indeed. 

The  Revenue  officers  required  full  and  accurate  retoms 
of  profits,  which  the  public  was  for  Uie  most  part  unable 
to  supply,  the  result  being  that  estimated  assessments 
were  made  which  were  necessarily  guesswork  to  a  large 
extent,  and,  like  shots  in  the  dark,  they  usually  went  wide 
of  the  mark. 

"Within  the  last  thirty  years  much  improvement  has 
taken  place,  owing  largely  to  business  people  becoming 
more  generally  alive  to  the  value  and  importance  of  pro- 
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perly  kept  and  audited  accounts.  Assessments  under 
Schedule  D  are  therefore  now,  in  numerous  instances, 
settled  accurately  and  amicably  between  the  professional 
accountant  and  the  Surveyor  of  Taxes,  appeals  before  the 
Commissioners  being  rarely  necessary ;  whereas  formerly 
much  tjane  was  wasted  and  a  great  deal  of  misery  and 
injustice  caused  as  the  result  of  personal  appeals  befoie 
tiie  Commissioners,  which  could  not  be  satisfactorily 
settled  in  the  absence  of  proper  accounts  of  profit  and 
loss,  which  were  far  too  rarely  forthcoming. 

It  is  not  too  mnch  to  say  that  at  the  present  day  such  an 
important  branch  of  our  fiscal  system  as  the  income-tax 
under  Schedule  D  could  not  be  efficiently  administered 
without  the  loyal  assistance  of  trained  professional 
accountants  with  a  legally  recognised  status  such  as  yours. 
I  will  not  attempt  to  follow  the  ordinary  beaten  track  of 
rules  and  regulations,  such  as  may  be  found  in  text-books, 
but  will  contintie  to  enunciate  principles  for  your  guidance 
in  settling  liability  under  Schedule  D. 

You  naturally  think  solely  of  your  dent's  interest,  and 
how  the  income-tax  assessment  concerns  him;  but  the 
Government  is  concerned  only  with  getting  tihe  tax  on  the 
profits  of  the  whole  business,  whether  they  all  belong  to 
your  client  or  are  shared  by  his  creditors  or  partners. 

To  find  the  proper  amount  of  an  assessment  you  have 
to  ascertain  the  gross  profits  of  the  business  shown  by  the 
Trading  Accounts,  and  to  deduct  therefrom  only  the  neces- 
sary expenses  incurred  in  earning  them. 

Capital  may  be  sinking  or  melting  rapidly  away,  but 
you  cannot  l^ally  set  off  any  of  it  against  the  profits 
returnable  for  assessment. 

(I  will  make  some  observations  about  depreciation  later 
on.) 

Most  of  the  fundamental  rules  and  regulations  referring 
to  Schedule  D  are  to  be  found  in  Section  100  of  the  5  &  6 
Vict.,  c.  35,  containing  six  cases  and  numerous  rules. 
Averages. 
The  general  rule  as  regards  trades,  manufactures,  &c.,  is 
that  they  shall  be  assessed  upon  an  average  of  three  years 
ending  on  such  date  immediately  preceding  the  year  of 
assessment  on  which  the  accounts  shall  have  been  usually 
made  up. 

There  are  certain  exceptions — such  as  quarries,  gas- 
works, waterworks,  &c.— which  are  chargeable  on  the 
profits  of  the  preceding  year,  also  mines  chargeable  on  an 
average  of  the  five  preceding  years. 

But  'what  about  those  concerns  which  have  not  been  in 
existence  three  years? 

For  the  first  year  it  is  obvious  that  the  only  fair  assess- 
ment that  can  be  made  is  on  the  actual  profits  of  that  year. 
For  the  second  year  the  law  provides  that  the  assess- 
ment shall  be  made  upon  the  average  of  such  time,  less 
than  thxee  years,  as  the  concern  has  been  in  existence  prior 


to  the  year  of  assessment ;  but  if  the  actual  profits  of  the 
year  are  less  than  the  assessment,  repayment  of  duty  can 
be  claimed  under  the  provisions  of  the  133rd  Section  of 
the  5th  &  6th  Vict.,  c.  35. 

For  the  third  year  the  same  remarks  apply  as  to  the 
average  to  be  taken ;  but  no  repayment  can  be  successfully 
claimed  at  the  end  of  the  year,  unless  the  profits  of  the 
assessment  year  and  the  average  of  the  three  years 
including  that  year  (if  so  long  a  period  since  the  com- 
mencement of  the  business  has  elapsed)  each  amount  to 
less  than  the  sum  assessed. 

I  may  here  remark  that  in  some  districts  it  is  not 
unusual  to  take  the  actual  profits  realised  during  the  year 
of  assessment  as  the  basis  of  the  assessment  for  that  year, 
until  the  business  has  existed  long  enough  to  be  assessed 
on  the  average  of  the  three  preceding  years. 

Such  an  arrangement,  however  convenient  it  may  be 
from  some  points  of  view,  has  no  legal  basis. 
Succession. 

Notwithstanding  any  change  in  the  ownership  of  a  busi- 
ness, the  profits  are  to  be  assessed  on  the  proper  average, 
as  if  there  had  been  no  such  change  as  to  all  or  any  of  the 
partners,  or  by  admitting  a  new  partner  into  the  concern, 
the  underlying  principle  remaining  that  the  profit  has  to 
be  assessed  at  its  source,  quite  irrespective  of  its 
destination  or  distribution. 

If  a  business  remains  in  the  same  hands,  or  is  not  subject 
to  serious  fluctuations,  the  system  of  averages  answers 
very  well  on  the  whole ;  but  if  there  is  a  change  of  owner- 
ship, and  the  successors  can  show  that  the  profits  have 
fallen  short,  or  will  fall  short,  from  some  ^>ecific  cause 
since  the  change  or  succession  took  place,  or  by  reason 
thereof,  the  business  may  be  treated  as  if  it  were  a  new 
one,  as  it  would  be  obviously  unfair  to  work  on  averages 
which  do  not  afford  any  reasonable  forecast  of  the  profits. 

Capital  Outlay  and  Working  Expenses. 

A  rigid  distinction  must  be  drawn  between  capital 
expenditure  and  working  expenses  in  claiming  deductions 
from  gross  income  for  purposes  of  assessment. 

No  deduction  is  allowable  for  any  sum  intend.d  to  be 

employed   as  capital,   nor  for  any  capital  employed  in 

improvement  of  the    trade    premises,    nor  for  anything 

written  off  for  depreciation  of  land,  buildings,  or  leases. 

Disbursements  not  wholly  and  exclusively  laid  out  for  the 

purpose  of  the  trade. 

I  am  here  alluding  to  another  class  of  inadmissible 
deductions,  which  you  may  find  it  useful  to  take  note  of. 

A  few  examples  may  be  serviceable. 

(x)  a  collioy  company  are  members  of  a  coalowners* 
association,  to  which  they  pay  a  subscription  baaed  on 
their  output  of  coal. 
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The  association  pays  its  members  an  indemnity  against 
stoppage  of  ointput  caused  by  strikes. 

The  Judges  held  that  the  subscription  was  not  money 
laid  ouit  for  the  purposes  of  the  trade,  and  was  therefore 
not  admissible  as  a  deduction  in  arriving  at  the  profits  for 
assessment. 

(2)  A  firm  of  brewers  executed  the  repairs  to  their  tied 
houses  let  to  tenants,  and  claimed  the  cost  as  a  deduction 
from  their  gross  profits. 

The  Judges  decided  that  such  sums  could  not  be 
deducted  in  arriving  at  the  brewer's  trade  profits,  because 
the  repairs  were  not  repairs  for  premises  occupied  by  the 
brewers  themselves  for  the  purposes  of  the  trade. 

(3)  A  firm  of  brewers  had  expended  certain  sums  for 
law  costs,  printing,  and  advertising,  in  connection  with 
applications  made  by  them  to  the  Licensing  Bench  for  new 
and  additional  licences  to  houses  owned  and  leased  by 
them,  and  to  houses  not  owned  by  them,  but  for  which 
they  conducted  the  applications  for  the  purpose  of  main- 
taining and  increasing  the  trade. 

Payments  were  also  made  to  owners  of  public-houses 
for  the  right  to  call  for  surrendej  of  the  licences  attached 
to  such  houses,  if  required  by  the  Licensing  Justices  to  be 
surrendered  before  the  grant  of  new  licences  for  new 
houses.  Where  the  applications  were  successful  the 
expenses  were  added  to  the  cost  of  the  new  houses.  The 
company  claimed,  in  computing  their  profits,  to  deduct 
these  sums  in  cases  where  the  applications  for  new 
licences  were  unsuccessful  as  a  necessary  annual  trade 
expense ;  but  the  Court  refused  the  appeal,  holding  that  it 
was  an  expense  out  of  realised  profits  and  not  an  expense 
in  the  process  of  earning  thtjm. 

(4)  A  mortgage  company  raises  money  by  the  issue  of 
debentures,  and  lends  it  at  a  higher  rate  of  interest.  The 
Judges  held  that  the  commission  paid  to  brokers,  and  the 
other  expenses  incurred  in  raising  the  money,  could  not 
be  deducted  under  Schedule  D  as  trade  expenses. 

(5)  Preliminary  expenses — that  is  to  say,  expenses 
incurred  before  commencing  business — are  from  their 
nature  charges  against  capital,  at  any  rate  so  far  as  income- 
tax  is  concerned. 

(6)  It  may  be  of  interest  if  I  give  one  more  instance  of 
inadmissible  deductions.  An  insurance  company  took  over 
the  business  of  another  company,  with  a  stipulation  that 
the  manager  of  the  latter  company  should  be  taken  into 
the  employment  of  the  former,  with  liberty  for  his  new 
employers  to  commute  his  salary  by  paying  him  a  lump 
sum,  an  option  which  they  exercised.  They  claimed  the 
commutation  money  as  a  deduction  for  working  expenses. 
The  Surveyor  of  Taxes  held  that  the  payment  was  part  of 
the  consideration  for  the  transfer  of  the  business,  and 
therefore  a  charge  against  capital,  not  income. 


The  deduction  might  have  been  ruled  as  inadmissible  on 
other  grounds  as  a  charge  against  profits,  because  the 
income-tax  is  an  annual  one,  and  only  one  year's  salaiy 
could  ordinarily  be  debited  against  one  year's  profits. 

(It  might  be  thought  absurd  to  speak  of  the  income-tax 
as  a  merely  temporary  and  annual  impost.  As  it  has  lasted 
for  sixty-five  years,  and  its  vitality  is  unimpaired,  it  may 
be  regarded  as  a  very  hardy  annual.) 

It  was,  however,  imposed  in  the  first  instance  as  a  tem- 
porary tax,  and  for  several  years  was  regarded  as  such. 

It  seems  quite  clear  that  it  now  forms  an  essential  part 
of  OUT  fiscal  system ;  so  it  behoves  us  to  try  and  under- 
stand its  troublesome  peculiarities. 
Income-tax. 

The  Act  requires  that  in  estimating  the  balance  of  profit 
no  sum  shall  be  deducted  for  any  disbursement  or  expense 
which  is  not  money  actually  laid  out  for  the  purpKjsc  of  the 
business.  Income-tax  is  therefore  not  admissible  as  a 
deduction.  It  is  not  an  expense  in  earning  the  income,  but 
a  tax  on  the  income  which  has  been  acquired. 

An  employee  with  a  salary  of  ^^400  would  not  be  legally 
justified  in  returning  ;^39o,  on  the  assumption  that  be  may 
deduct  income-tax  from  his  salary  before  returning  it  for 
assessment ;  nor  would  his  master  be  justified  in  charging 
income-tax  as  an  expense  against  the  gross  profit  in 
arriving  at  the  net  profits  of  his  business  for  assessment. 
Rent  of  Trade  Premises, 

The  total  rent  payable  for  trade  premises  is  allowable 
as  a  deduction  from  gross  profits,  unless  the  proprietor  of 
the  business  resides  there ;  in  which  case  he  is  not  allovped 
to  deduct  more  than  two-thirds  of  the  rent  as  a  trade 
expense,  because  that  portion  of  the  building  which  is 
occupied  as  a  private  dwelling  is  not  used  in  earning  the 
profits  of  the  trade. 

The  tradesman  must  live  somewhere,  and  the  rent  of 
his  private  residence  must  be  paid  out  of  his  taxed  income. 

The  case  is  not  altered  simply  because  he,  for  con- 
venience, prefers  to  dwell  on  the  premises  where  his 
business  is  carried  on. 

The  same  rule  applies  to  rates.  Any  other  expanses 
common  to  the  house  and  the  business — such  as  coal,  gas, 
&c. — ^must  be  adjusted  in  some  reasonable  proportion  in 
determining  what  is  chargeable  to  the  business  alone. 

If  the  trader  is  the  owner  of  the  premises  he  is  entitled 
to  deduct  the  net  annual  value  charged  under  Schedule 
A,  provided  that  the  whole  of  the  premises  are  used  for 
trade  purposes ;  or  not  exceeding  two-thixds,  if  be  lix-es  on 
the  premises. 

As  I  have  already  observed  in  one  of  my  previous 
lectures,  the  limitation  of  two-thirds  as  the  mazimiun 
allowance  under  such  circumstances  is  a  very  arbitrary 
one.    The  Commissioners  should,  I  thuik,  be  empowered 
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by  law  to  determine  the  just  proportion  in  efvery  case.  A 
hotel-keeper,  or  the  proprietor  of  a  boarding  school,  for 
instance,  may  require  but  a  small  portion  of  the  premises 
for  a  private  dwelling,  in  which  case  the  maximum  deduc- 
tion of  two-thirds  might  be  absurdly  inadequate. 

I  may  observe  that  as  the  Schedule  A  assessment  covers 
ground-rent,  least-rent,  mortgage  interest,  or  other  annual 
charge,  if  items  like  these  are  already  debited  in  the 
accounts,  the  amounts  must  be  deducted  from  the  net 
Schedule  A,  and  only  the  balance  must  be  set  off  again&t 
Schedule  D,  otherwise  double  allowance  would  be  claimed 

for  the  same  thing. 

Interest, 

The  Act  says,  "la  estimating  the  amount  of  the  profits 
"no  deduction  shall  be  made  on  account  of  any  annual 
"  interest,  or  any  annuity  or  other  annual  payment,  payable 
"  out  of  such  profits." 

This  is  equivalent  to  treating  such  interest,  annuities,  or 
other  annual  payments  as  part  of  the  profits  of  the  busi- 
ness, and  is  quite  consistent  with  the  great  principle  of 
taxation  of  income  at  its  source. 

The  lender  of  the  money  is,  in  a  certain  sense,  a  sleep- 
ing partner  in  the  concern. 

The  tax  on  the  total  profits  of  the  concern  is  payable  by 
the  borrower ;  and  as  the  interest  due  to  the  lender  forms 
part  of  those  profits,  th©  borrower  is  empowered  by  law  to 
recoup  himself  by  deducting  the  tax  on  the  interest  from 
each  payment  to  the  lender. 

Interest  is  frequently  charged  on  a  partner's  or  pro- 
prietors own  capital.  This  also  is  a  portion  of  the  profits 
of  the  business,  and  is  taxable  at  its  source,  in  the  same 
way  as  interest  on  borrowed  capital. 

In  short,  all  annual  interest,  even  when  paid  to 
foreigners,  is  inadmissible  as  a  deduction  in  arriving  at 
the  net  assessable  profit ;  but,  on  the  other  hand,  the  law 
empowers  the  payer  thereof  to  deduct  the  income-tax  from 
each  payment,  and  to  be  acquitted  of  the  amount  of  such 
deduction  as  if  it  had  actually  been  paid  into  tbe  bands 
of  the  person  receiving  the  residue  of  such  interest. 

I  must  refer  to  a  certain  contingency.  If  the  interest  on 
borrowed  capital  exceeds  the  profits  of  the  business,  or 
even  if  there  are  no  profits  at  all,  the  payer  of  the  interest 
is  still  entitled  to  deduct  the  income-tax  therefrom, 
although  there  may  be  no  assessment  under  Schedule  D. 

An  Act  passed  in  1888  makes  it  obligatory  on  the  payer 
of  the  interest  under  such  circumstances  to  deduct  the 
income-tax,  and  to  render  an  account  at  once  to  the 
Inland  Revenue,  so  that  the  tax  which  has  been  deducted 
may  be  paid  into  the  public  Exchequer. 

In  this  you  have  still  another  instance  of  taxation  at 
the  source. 

Depreciation  of  Machinery  and  Plant. 

By  tbe  Customs  and  Inland  Revenue  Act  of  1878,  Section 


12,  the  Commissioners  of  Taxes  are  empowered  to  allow 
such  deduction  from  gross  profits  as  they  think  just  and 
reasonable  as  representing  the  diminished  value  by  reason 
of  wear  and  tear  during  the  year  of  any  machinery  and 
plant  used  for  the  purposes  of  a  concern. 

This  allowance  for  wear  and  tear  is  usually  spoken  of  as 
"  depreciation,"  although  the  word  itself  is  not  used  in  the 
above-mentioned  section. 

Wear  and  tear  is,  of  course,  depreciation,  but  the  latter 
term  is  far  more  comprehensive  than  the  former,  to' which 
the  allowance  is  strictly  limited. 

There  may  be  depreciation  from  various  causes, 
including  a  falling-off  in  the  market  value  of  machinery 
and  plant ;  but  the  allowance  contemplated  by  the  Act  is 
limited  to  wear  and  tear.  Even  this  was  not  admissible 
until  thirty-six  years  had  elapsed  from  the  date  when  the 
modern  income-tax  was  introduced. 

I  remember  the  efforts  made  in  Parliament  more  than 
thirty  years  ago  to  induce  the  Government  to  consent  to 
such  an  allowance,  and  the  immense  difficulty  which  was 
experienced  in  obtaining  legislative  sanction  for  it. 

The  Act  of  1842  prohibited  allowance  of  loss  of  capital 
in  estimating  profits  assessable  to  income-tax ;  and  as 
wear  and  tear  meant  loss  of  capital,  it  was  therefore 
inadmissible  as  a  deduction. 

It  is  true  that  the  taxpayer  was  entitled  to  claim  as  an 
expense  the  cost  of  supply  or  repairs  or  alteration  of  any 
implements,  utensils,  or  articles  employed  for  the  purpose 
of  the  trade,  and  this  was  held  to  cover  the  cost  of  renew- 
ing machinery  and  plant. 

If  a  manufacturer  likes  to  claim  the  cost  of  renewals 
of  plant  and  machinery  when  they  occur,  instead  of  claim- 
ing a  yearly  allowance  for  wear  and  tear,  he  may  still  do 
so ;  but  he  cannot  legally  get  the  same  thing  both  ways — 
that  is  to  say,  he  must  not  debit  the  cost  of  renewals  to 
revenue  and  claim  allowance  for  wear  and  tear  as  well. 

The  cost  of  repairs  is  another  matter.  Notwithstanding 
patching  and  repairing,  machinery  will  gradually  wear  out, 
and  require  ultimately  to  be  superseded,  even  if  it  does  not 
become  obsolete  meanwhile. 

The  cost  of  replacement  or  renewal  must  be  regarded  as 
a  charge  against  the  accumulated  yearly  allowances  for 
wear  and  tear,  and  not  against  the  revenue  of  the  year  in 
which  the  replacements  occur. 

On  the  other  hand,  if  no  allowance  has  been  made  year 
by  year  for  wear  and  tear,  the  cost  of  renewals  may  be 
included  in  the  deductions  for  the  year  in  which  it  is 
incurred,  thereby  affecting  the  average  of  the  three  years 
on  which  the  following  year's  assessment  is  based. 

In  the  case  of  an  allowance  for  wear  and  tear  being 
claimed,  the  assessment  on  the  average  of  three  years  has 
to  be  arrived  at  before  such  deduction  can  be  made,  ar-' 
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the  w«ar  and  tear  for  the  current  year  is  then  allowed 
separately. 

A  concession  was  made  by  the  Chancellor  of  the 
Exchequer  in  a  letter  issued  in  the  year  1897 — ^a  concession 
obtained,  I  think,  through  the  efforts  of  gentlemen  repre- 
senting the  manufacturing  interests  of  this  neighbourhood. 

It  has  never  passed  into  law,  but  it  is  nevertheless  avail- 
able for  all  who  are  in  a  position  to  claim  it. 

In  the  case  of  public  companies  especially,  it  seems 
right  to  claim  an  annual  allowance  for  wear  and  tear  in 
preference  to  an  occasional  one  for  cost  of  renewals,  so 
that,  in  justice  to  shareholders  for  the  time  being,  there 
should  be  no  unnecessary  variation  in  the  assessments 
from  year  to  year  through  heavy  charges  for  renewals 
coming  into  one  year  and  correspondingly  few  into  suc- 
ceeding or  preceding  years. 

The  great  objection  to  allowances  for  wear  and  tear, 
however,  is  the  frequent  uncertainty  as  to  what  is  just 
and  reasonable. 

The  Commissioners  are  constituted  sole  judges,  and 
there  is  no  appeal  from  their  decisions  on  questions  of  fact. 

The  usual  mode  of  allowance  is  by  a  rate  per  cent,  on 
the  written  down  vahie  of  machinery  and  plant ;  and  the 
rates  vary  not  only  according  to  the  nature  of  such,  but 
also  according  to  the  judgment  of  each  separate  body  of 
Commissioners. 

It  is  therefore  possible  for  the  Commissioners  in  one 
town  to  grant  5  per  cent.,  and  for  the  Commissioners  in  an 
adjoining  town  to  allow  xo  per  cent,  for  precisely  the  sane 
class  of  machinery  and  plant. 

Anomalies  of  this  kind  may  be  avoided  by  appealing  to 
the  Special  Commissioners  instead  of  the  local  Commis- 
sioners, as  the  joirisdiction  of  the  former  extends  over  the 
United  Kingdom. 

There  is  room  for  legislation  on  this  important  subject, 
as  I  indicated  in  a  lecture  at  Birmingham  on  December  4th 
X900,  which  was  the  subject  of  leading  articles  in  Thi 
Accountant  on  March  i6th  190X  and  January  xxth  1902. 

It  may  be  very  difficult  to  say  in  all  cases  what  are  fair 
rates  to  apply,  but  if  they  were  fixed  by  Act  of  Parliament 
uniformity  of  treatment  would  be  obtained,  which  alone 
would  do  much  to  prevent  cause  for  complaint. 

I  shall  be  glad  to  see  legislation  introduced  granting 
deductions  for  depreciation  of  capital  in  certain  other  cases 
besides  wear  and  tear  of  machinery  and  plant,  but  at 
present  nothing  of  the  kind  is  admissible  in  cespect  of 
depreciation  of  leases,  patents,  exhaustion  of  minerals,  or 
depreciation  of  investments. 

When  the  rate  of  income-tax  continues  at  a  high  figure 
the  taxpayer's  attention  is  gradually  drawn  to  the  subject 
of  insufficient  allowances  from  gross  profits  in  fixing  his 
liability  for  assessment. 


If  his  profits  for  the  year  amount  nominally  to  ;^i,ooo, 
and  his  capital  has  depreciated  to  the  extent  of  ;f  ifOoo  in 
the  same  period,  it  is  hard  to  persuade  him  that  he  ought 
to  pay  £so  tax  on  profits  when  he  regards  himself  as  the 
loser  of  / 1,000. 

Repayment  of  Income-tax, 

As  exemptions,  abatements,  and  allowances  are  granted 
under  the  provisions  of  the  Income-tax  Acts,  it  follows  thai 
the  system  of  taxing  income  at  its  source  must  result  in 
the  automatic  taxation  of  some  income  which  is  not  liable 
to  it. 

A  railway  company,  for  instance,  having  paid  tax  on  its 
total  earnings  must  in  turn  deduct  income-tax  from  all 
payments  of  dividends,  whether  the  shareholder  is  a 
day  labourer  or  a  millionaire. 

The  person  thus  taxed  can  obtain  repayment  of  the 
duty  from  the  Government  on  proving  his  title  to  exemp- 
tion or  abatement  within  three  years  after  the  end  of  the 
year  of  assessment,  on  forms  obtainable  from  the  local 
Surveyor  of  Taxes. 

Other  repayments  are,  however,  obtainable  in  many 
cases,  which  do  not  arise  in  consequence  of  taxation  ol 
income  at  its  source,  but  are  dependent  on  adjustments  of 
assessments. 

In  such  instances  the  three  years*  limit  prescribed  by 
Section  10  of  23  &  24  Vict.,  c.  14,  does  not  apply,  and 
application  for  repayment  must  be  made  as  soon  as 
possible  after  the  end  of  the  year  of  assessment 

I  will  give  a  few  illustrations  of  my  meaning. 

(x)  Under  the  133rd  Section  of  the  Act  of  1842,  as 
amended  by  Section  6  of  the  Act  of  XS65,  if  in  any  instance 
the  average  profits  under  Schedule  D  of  the  three  years, 
including  the  year  of  assessment,  fall  short  of  the  assess- 
ment, and  the  profits  of  the  year  itself  also  fall  short  of 
the  assessment,  a  claim  for  repayment  may  be  made 
accordingly,  if  notice  is  given  at  the  end  of  the  year  of 
assessment. 

It  is  not  expected  that  such  notice  must  be  given  within 
twenty-four  hours  of  April  5th ;  nor,  on  the  other  hand, 
does  it  mean  that  it  may  be  delayed  indefinitely. 

The  governing  consideration  is  how  soon  after  the  end 
of  the  business  financial  year  is  it  reasonable  to  expect 
that  the  result  of  that  yearns  trading  should  be  definitely 
ascertained. 

If  notice  of  appeal  is  given  within  three  months  after 
April  5th  no  difficulty  is  likely  to  be  raised  as  to  receiving 
it. 

So  far  as  the  Special  Commissioners  are  concerned,  they 
will  receive  notice  at  any  time  within  twelve  months 
following  the  end  of  the  year  of  assessment. 

Some  of  the  local  tx>dies  of  Commissioners  will  object  to 
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do  SO  if  the  notice  is  delayed  beyond  six  months,  or  evMi 
less. 

It  is  better  to  err  on  the  safe  side,  and  send  in  the  notice 
of  application  for  repayment  as  soon  as  there  is  reasonable 
assaraace  of  a  primd  facie  case.  The  accounts  can  follow 
when  they  are  ready. 

Cessation  of  Business. 

It  is  provided  by  Section  134  of  the  Act  of  184a  that 
application  for  adjustment  of  liability  by  reason  of  cessa- 
tion of  business  must  be  made  within  three  months  after 
the  end  of  the  year  of  assessment. 

Loss  in  Trade  or  Profession, 

Application  for  adjustment  of  liability  by  reference  to 
loss  in  trade  or  profession  and  to  aggregate  income  of  the 
year  of  assessment  must  be  made  within  six  months  after 
the  year  of  assessment,  according  to  the  Customs  and 
Inland  Revenue  Act  of  1890,  Section  23. 
Loss  in  Farming, 

The  Finance  Act  of  1896  provides  that  if  anyone  occupy- 
ixig  lands  for  the  purpose  of  husbandry  shows  at  the  end 
of  the  year  of  assessment  that  his  profits  during  that  year 
fell  short  of  the  assessment,  he  may  apply  for  repayment 
accordingly,  in  the  manner  provided  by  Section  133  of  the 
Act  of  184a. 

Conclusion. 

In  conclusion,  let  me  say  that  I  do  not  profess  to  have 
treated  the  subject  of  income-tax  in  an  exhaustive  manner 
this  evening  in  any  respect ;  but  I  have  tried  to  cover  as 
much  general  ground  as  possible  in  the  time  at  my  dis- 
posal, and  in  such  a  way  as  to  direct  your  attention  to 
fundamental  principles,  which  will,  I  hope,  be  of  great 
assistance  to  you  in  studying  the  technicalities  of  the 
income-tax,  and  in  successfully  applying  them  in  connec- 
tion with  your  professional  duties. 

I  shall  now  be  pleased  to  reply,  as  well  as  I  can,  to  such 
questions  as  you  would  like  to  put  to  me  relating  to  my 
observations  this  evening. 

At  the  close  of  the  lecture  a  vote  of  thanks  to  the 
lecturer  was  proposed  by  Mr.  Cherry,  F.C.A.,  and 
seconded  by  Mr.  F.  W.  Preston,  A.C.A. 

A  vote  of  thanks  to  Mr.  Carryer  for  presiding  terminater^ 
the  proceedings. 


JOk  mottittdbam  Socfets  of  Cbartereb 
accountants* 


The    sixth    annual    general    meeting    was    held    on 
15th  April  1907.    The  following  are  the 

REPORT  AND  ACCOUNTS. 

The   Council   have    pleasure    in    presenting   the  sixth 
annual  report  of  the  Society. 


Accounts. 

The  accounts  for  the  past  year  are  presented  for  the  first 
time  in  the  form  of  an  Income  and  Expenditure  Account 
and  a  Balance  Sheet,  and  it  will  be  seen  from  the  Balance 
Sheet  that,  taking  the  value  of  the  Library  at  £y^  (about 
half  its  cost),  there  is  an  accumulated  surplus^  since  the 
formation  of  the  Society,  of  ;fii6  7s.  3d. 

The  accounts  of  the  Tuition  Scheme,  which  deal  with  the 
year  ending  in  June  last,  show  a  balance  in  hand  at  the 
end  of  the  year  of  ;^44  18s.  3d.  As  the  year  began  with  a 
balance  of  ^£13  is.  5d.,  there  is  a  profit  on  the  year's  work- 
ing of  ;^3i  x6s.  lod.  While  it  is  desirable  to  have  a  balance 
iti  hand  as  a  reserve  fund,  yet,  once  this  fund  is  formed, 
there  is  no  reason  why  the  receipts  should  materially 
exceed  the  outgoings  in  each  year,  and  as  the  scheme  is 
now  on  a  sound  basis,  the  matter  is  one  which  must  engage 
the  early  attention  of  the  Council. 

Tuition  Scheme, 

In  addition  to  what  has  been  said  in  the  preceding  para- 
graph, it  may  be  mentioned  that  the  scheme  is  working 
very  satisfactorily.  The  Council  have  come  to  the  con- 
clusion that  it  would  be  well  to  appoint  a  Special  Com- 
mittee to  overlook  the  work  being  done  under  the  scheme, 
and  it  will  be  observed  that  this  is  provided  for  in  the 
notice  as  to  the  amendment  oi  the  rules  of  the  Society 
which  accom.panies  this  report.  The  actual  work  of  the 
scheme  is  conducted  by  Messrs.  E.  Huntsman  and  C.  J. 
Pain  as  Lecturers,  and  Mr.  G.  M.  Mooie  as  Secretary,  and 
to  these  gentlemen  the  Council  desire  to  tender  their 
thanks. 

Library. 

A  sum  of  about  £/^o  has  been  expended  on  the  Library 
during  1906,  and  considerable  purchases  have  been  made 
since  that  date.  The  Library  has  been  revised,  and  of  the 
most  important  books  the  newest  editions  have  been 
obtained.  A  catalogue  was  recently  circulated  among 
members,  and  a  list  of  books  since  purchased  is  sent  with 
this  report.  It  will  be  noticed  that  the  editions  super- 
seded by  newer  ones  are  o£fered  for  sale  at  the  annual 
meeting.  The  Secretary  would  be  obliged  if  members 
would  assist  him  by  sending  any  suggestions  with  regard 
to  the  purchase  of  books  likely  to  be  useful  to  members. 
There  are,  of  course,  certain  standard  books  which  must 
be  present  in  the  Library.  The  object  of  the  Council  has 
been  to  provide  not  only  these  books,  but  also  books 
which  accountants  in  general  practice  would  probably  not 
think  it  worth  while  to  keep  in  their  own  library,  but 
which  deal  with  points  which  may  occasionally  arise. 
Meetings, 

Two  general  meetings  have  been  held  during  the  year. 
At  one  of  these  Mr.  S.  P.  Derbyshire  gave  an  account  of 
his   experiences   among   the   accountants   of   the    United 
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States  during  his  recent  visit.  Tlije  other  meeting  was 
held  in  conjunction  with  the  Students^  Society,  and  was 
for  the  purpose  of  hearing  a  lecture  from  Mr.  W.  H.  Fox, 
F.C.A.,  on  "Percentage  Statements  of  Cost  as  applied  to 
Various  Businesses." 

General. 
The  Council  have  had  various  matters  under  their  con- 
sideration during  the  year,  including  the  proposed  amend- 
ments to  the  bankruptcy  laws,  the  question  of  certifying 
Income-tax  Accounts  rendered  to  the  Surveyor  by 
accountants  on  behalf  of  clients,  and  the  question  of  Build- 


ing Societies'  Accounts.  The  Society  is  the  recognised 
representative  of  the  Institute  for  its  district,  as  other  pro- 
vincial Societies  are  for  theirs,  and  in  this  capacity  various 
matters  have  come  before  the  Council  from  time  to  time, 
and  have  been  dealt  with,  as  the  Coimcil  believe,  in  the 
interests  of  the  profession  generally. 

By  order  of  the  Council, 

S.  P.  Derbyshire,  Fresideni. 
\Vm.  R.  Hamilton,  Hon.  Secretary. 
Nottingham,  loth  April  1907. 


Balance   Sheet,  31st  December  1906  (Exclusive  of  Tuition  Fund  Transactions). 


Liabilities. 

£   s  d 
Sundry  Creditors : — 

Liorary 7    5  10 

Teas 5  12  6 

Printing  and  Stationery o  19  o 

Income  and  Expenditure  Account : — 

Balance  at  31st  Dec,  1905 68  19  9 

Surplus  for  year  ending  at  date 47    7  6 


£   s   d 


13  17  4 


116  7  3 

£130    4    7 


.  Library.— Books  and  Furniture  :— 
Cost  to  date,  £136  4s.  iid.,  say 


£   s    d 

75    o    o 


Institute  of  Chartered  Accountants  :— 

Library  Grant  for  1906 18    o    4 

Cash  at  Bank 37    4    3 


£130    4    7 


I  have  examined  the  above  Balance  Sheet,  with  the  books  of  the  Society,  and  certify  that  it  agrees  therewith,  and  is  in  my   opinion 
correct. 
Nottingham,  7&th  March  1907.  Twos.   Leman. 

Income  and  Expenditure  for  Year  ending  3Tst  December  1906  (exclusive  of  Tuition  Fund  Transactions). 

Income. 


Expmditure. 

£  s    d 

General  Printing  and  Stationery 3  '9    6 

Postage   and    Sundries,    including   Teas  at  Meetings   and 

Presentation  to  Secretary  of  Tuition  Scheme        ..        ..      11  6  10 

Balance,  being  Surplus         47  7    6 


£62  13  10 


Members'  Subscriptions: — 
8  at  £2    2    o 
22    «        I     I     o 
7    ,      o  10    6 


£16  16    o 

23    2    o 

3  13    6 


Institute  of  Chartered  Accountants,  Library  Grant  . . 
Bank  Interest 


£    *    d 


43  "  6 
18  o  4 
120 

£62  13   10 


Note. — ^This  is  the  first  year  for  which  the  Accounts  have  been  presented  in  this  form.  Previously  only  a  Cash  Account  was  prepared. 
The  value  of  the  Library  as  at  31st  December  1906  has  been  taken  at  a  round  figure,  and  no  portion  of  the  depreciation  involved  in  taking  this 
figure  has  been  charged  in  the  present  year's  accounts. 


TUITION   SCHEME. 
Summary  of  Receipts  and  Payments  in  respect  of  the  Autumn  Session  1905  and  the  Spring  Session  1906. 


Receipts. 


Balance  from  last  Account 

Fees  from  Students 

Grant  from  Institute  of  Chartered  Accountants 


£    s  d 

13    I  5 

88    4  o 

34  10  o 


jCi35  15     5 


Payments. 

Lecturers'  Fees          63     o 

Secretary  of  Tuition  Scheme — Honorarium 6     6 

Printing  and  StationerjT        n      ^ 

Grant  to  Students' Society  for  purchase  of  Books    ..         ..  10   10 

Balance  in  hand  at  close  of  year 44xb 


I  have  examined  the  foregoing  Account,  with  the  Books  and  Vouchers  of  the  Society,  and  certify  the  same  to  be  correct. 
Nottmgham,  28/ /»  March  1907.  Thos-£Leman. 
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f>onour  to  a  Cbartereb  accountant 


In  the  freedom  of  the  borough,  Stockton  on  the  29th  ult. 
conferred  its  hifg^best  honour  upon  Mr.  Frank  Brown, 
F.C.A.,  one  of  its  most  respected  citizens,  and  to  whom  it 
owes  the  gift  of  ;f8,ooo  towards  the  splendid  Queen 
Victoria  High  School  for  Girls. 

The  ceremony  took  place  in  the  Council  Chamber,  and 
with  this  tastefully  decorated  with  flowers  by  the  park 
curator,  the  presence  of  a  large  number  of  fashionably- 
attired  ladies,  and  the  rich  gowns  of  the  occupants  of  the 
aldermanic  bench,  the  scene  was  quite  a  gay  one. 

Stockton  only  possesses  four  freemen  in  Sir  Robert 
Ropner,  M.P.,  ex-Aldorman  J.  Samuel,  the  ex-member. 
Alderman  R.  Hird,  "father"  of  the  Corporation,  and  Mr. 
F.  Brown,  and  these  were  all  present  except  Sir  Robert 
Ropner. 

Mrs.  Frank  Brown  and  her  family  were  interested 
spectators,  as  also  was  the  aged  but  still  active  Mr.  John 
Robinson,  accountant,  with  whom  Mr.  Brown  served  his 
tiane* 

The  interesting  proceedings  commenced  with  the  reading 
by  the  Town.  Clerk  (Mr.  A.  B.  Crosby)  of  the  resolution 
of  the  Council  conferring  the  honorary  freedom  of  the 
bofough  upon  Mr.  Frank  Brovm. 

This  over,  the  Mayor  (Alderman  J .  Harrison)  rose,  amidst 
applause,  to  present  the  beautiful  gold  casket  containing 
the  scroll  of  the  honorary  freedom,  which  occupied  a 
prominent  position  upon  the  Town  Clerk's  table. 

The  Mayor  at   the    outset    referred    gracefully  to  the 
magnificent  generosity  of  the  ex-Mayor,   and  the  great 
interest  he  took  in  all  matters  appertaining  to  the  welfare  of 
his  fellow-townsmen.  Mr.  Frank  Brown  belonged  to  an  old 
Stockton  family.    ''A  William  Brown  was  Mayor  of  Stock- 
ton in  1508,"  observed  the  Mayor,  "but  I  am  not  going 
to  say  Mr.  Frank  Brown  is  a  descendant  of  that  William 
Brown  who  presided  400  years  ago,  but  this  we  do  know, 
that  his  forefathers  commenced  an  iron<foimding  business 
in  this  town  in  17S9,  and  it  has  been  carried  on  ever  since." 
He  was  not  only  born  in  Stockton,  but  his  scholastic  and 
business  education  was  completed  in  it.     He  had  suc- 
ceeded not  only  in  his  business,  but  his  sterling  worth  had 
been  recognised  in  other  directions,  particularly  upon  the 
Durham  County  Council,  of  the  Finance  Committee  of 
^rhich  he  was  Chairman.     Reference  was  made  by  the 
Mayor  to  the  recipient's  life-long  interest  in  higher  educa- 
tion»  which  culminated  in  his  gift  of  the  Queen  Victoria 
Hi^h  School  at  a  cost  of  ;f 8,000.    But  for  this  Stockton 
-vrould  have  been  dependent  upon  neighbouring  towns  and 
districts  for  the  higher  education  of  its  girls.    His  work 
ajid   generosity  in  connection  with  the  extension  of  the 
lK>spitial  and  the  able  way   in  which  he  occupied  the 


Mayoral  chair  for  two  years  upon  being  brought  into  the 
Corporation  from  outside  its  membership  were  also  men- 
tioned, the  Mayor  observing  that  Mr.  Brown  and  his  wife 
had  endeared  themselves  to  the  hearts  of  all  by  the  earnest 
and  generous  manner  in  which  they  carried  out  their 
duties. 

The  "father"  of  the  CorporaticMi,  Alderman  R.  Hird, 
also  spoke,  and  on  behalf  of  his  brother  freemen  welcomed 
Mr.  Brown  to  their  number.  He  also  referred  to  the  long 
and  honourable  association  of  the  Brown  family  with  the 
town  and  district,  and  observed  that  the  starting  of  the 
iron  foundry  at  Stockton  was  the  beginning  of  the  great 
iron  and  ste^  industry  on  Teeside.  They  were  also  the 
pioneers  of  the  Stockton  Hospital,  which  through  their 
instrumentality  was  begun  in  a  cottage  upon  the  quayside 
fifty  years  ago,  when,  with  the  pre-Middlesbrough  days, 
Stockton  was  the  chief  port  of  the  Tees  and  had  a  large 
shipping  trade. 

Alderman  A.  G.  Rudd,  who  also  added  his  tribute  to  the 
high  qualities  of  Mr.  Brown,  regretted  that  in  previous 
generations  such  worthies  as  John  Walker  and  the  great 
furniture  designer,  Sheraton,  both  natives  of  the  town, 
had  been  allowed  to  go  to  their  graves  '^  unwept, 
unhonouied,  and  unsung." 

Councillor  F.  B.  Watson  also  referred  in  high  terms  to 
the  services  of  the  ex-Mayor. 

The  new  freeman  then  signed  the  roll,  and  in  addition 
to  the  casket  was  also  presented  by  the  Mayor  with  a  silver 
cigar  box,  inscribed  with  the  vote  of  thanks  passed  by  the 
Corporation  at  the  conclusion  of  his  two  years  of  service 
in  the  chair,  this  having  been  chosen  by  him  in  preference 
to  the  illuminated  albums  usually  presented  at  the  end  of 
each  year. 

Mr.  Brown,  in  his  acknowledgment,  referred  with  regret 
to  the  absence  of  Sir  Robert  and  Lady  Ropner,  and  of  the 
oldest  ofl&cial,  Mr.  W.  Ford,  through  illness.  In  being 
included  amongst  those  whom  they  had  honoured  before, 
they  had  conferred  upon  him,  he  proceeded,  the  greatest 
honour  and  distinction  it  was  possible  to  do.  "In 
one  important  particular  only,"  he  observed,  amidst 
applause,  "can  I  say  I  am  not  behind  my  pre- 
decessors, and  that  is  in  my  whole-hearted  attach- 
ment to  my  native  town  and  its  people."  It  was 
120  years  ago  since  his  grandfather,  leaving  Scotland 
like  a  prudent  Scotchman,  turned  his  face  south  and  found 
the  soil  of  Stockton  congenial.  An  interesting  reference 
was  made  by  Mr.  Brown  to  the  share  of  Stockton  in  the 
work  of  the  Durham  County  Council,  in  whose  area,  he 
remarked,  it  was  the  most  important  non-county  borough 
from  the  standard  of  population  and  rateable  value.  The 
Stockton  representatives  had  an  important  part  in  the 
county  administration.    Alderman  Page  was  Chairman  o'' 
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the  Works  Committee,  which  maintained  350  miles  of  main 
roads  and  150  county  bridges;  Councillor  Ordi^  Chair- 
man of  the  Education  Committee,  with  ks  change  of  xao.ooo 
children;  Councillor  Roger  Chairman  of  the  Asylum 
Committee,  with  1,600  patients  and  400  officials ;  and  he 
(the  speaker)  had  the  honour  of  being  Chairman  of  the 
Finance  Committee,  controlling  an  expenditure  of  nearly 
;£7oo,ooo  a  year.  As  to  his  gift  of  the  Queen  Victoria 
School,  he  rejoiced  that  its  institution  h{td  been  more 
than  justified  by  the  results,  and  that  they  now  had  an 
education  system  within  the  town  which  led  them  to  the 
gates  of  the  University.  He  recognised  that  the  Corpora- 
tion had  conferred  the  honour  upon  him  in  a  true,  honest, 
and  affectionate  spirit,  and  he  felt  it  would  be  a  stimulus 
to  him  to  serve  his  town  and  county  more  loyally  than  he 
had  done  in  the  past  while  at  the  same  time  bein^  an 
incentive  to  his  children  in  the  years  to  come  to  recognise 
the  duties  of  life. 

The  Mayor  and  Mayoress  afterwards  entefrtained  the 
company  to  aftwnoon  tea. 


Zbc  Xanftruptcs  Bet  1883* 


Whereas  by  Section  67  (Sub-Section  i)  of  the  Bank- 
ruptcy Act,  1883,  it  is  enacted  that  the  Board  of  Trade 
may,  from  time  to  time,  by  order  direct  that  any  of  its 
officers  mentioned  in  the  order  shall  be  capable  of  dis- 
charging the  duties  of  any  Official  Receiver  during  any 
temporary  vacancy  in  the  office,  or  during  the  tem.porary 
absence  of  any  Official  Receiver  through  illness  or 
otherwise. 

Now,  it  is  ordered,  and  the  Board  of  Trade  do  hereby 
direct,  that  the  following  person,  being  an  officer  of  the 
said  Board  (that  is  to  aay),  Edgar  Ernest  Deane,  Esq., 
Inspector  of  Official  Receivers,  shall  be  capable  of  dis- 
charging the  duties  of  any  Official  Receive  during  any 
temporary  vacancy  in  the  office,  or  during  the  temporary 
absence  of  any  Official  Receiver  through  illness  or 
otherwise. 

Dated  the  17th  day  of  April  1907. 

D.  Lloyd  George,  President  of  the  Board  of  Trade. 


Zhc  Crtmfnal  Hppeal  XfIL 


(From  The  Law  Journal.) 
The  Criminal  Appeal  Bill  is  now  printed,  and  it  is 
possible  to  get  a  better  idea  of  its  provisions  than  was 
given  by  the  short  introductory  speech  made  by  the 
Attorney-General,  who  introduced  it.  The  Bill  deals  with 
convictions  on  indictment,  coroner's  inquisitaon,  or 
criminal    information,    with    two   exceptions — (i)    indict- 


ments or  inquisitions  for  treason  or  felony  against  persons 
having  or  claiming  privilege  of  peerage,  and  (a)  indict- 
ments at  common  law  in  relation  to  non-repair  or  obstruc- 
tion of  highways,  public  bridges,  or  navigable  rivers.  Con- 
victions in  the  latter  class  of  case  are  to  be  treated  for 
purposes  of  appeal  as  verdicts  in  a  civil  action,  a  pro- 
vision which,  as  framed,  will  not  give  appeals  from  a  con- 
viction at  quarter  sessions. 

The  Court  of  Criminal  Appeal  is  to  be  a  new  and  distinct 
Court  of  Record.  The  one  Judge  definitely  assigned  to  it 
is  the  Lord  Chief  Justice.  He  is  to  appoint  other  seven 
Judges  of  the  High  Court  for  such  period  as  he  thinks 
desirable.  If  he  thinks  fit,  it  may  be  composed  of  three, 
five,  or  seven  Judges,  or  may  sit  in  two  divisions  of  not 
less  than  thnee  Judges,  and  power  is  given  to  provide  for 
sittings  in  vacation,  which  may  be  very  necessary  after 
the  summer  assizes,  as  a  preferable  alternative  to  letting 
out  on  bail  all  appellants  from  convictions  recorded  just 
before  the  Long  Vacation.  There  is  one  novelty  which  is 
sure  to  raise  discussion — viz.,  that  the  judgment  is  to  be 
pronounced  by  the  President  or  such  other  Judge  as  he 
directs,  and  no  judgment  with  respect  to  the  determination 
of  any  question  shall  be  separately  pronounced  by  any 
other  member  of  the  Court.  This  seems  to  be  an  attempt 
to  introduce  the  Privy  Council  rule.  By  "judgment,"  no 
doubt,  is  meant  "reasoned  opinion,"  and  not  the  formal 
judgment  of  the  Court.  As  the  clause  stands,  a  dissent- 
ing Judge  will  not  be  able  to  record  his  dissent  or  give 
his  reasons,  however  good,  for  dissenting.  The  clause,  if 
maintained,  will  shorten  reports  of  cases ;  but  we  do  not 
think  that  muzzling  the  minority  will  be  beneficial.  There 
is  to  be  no  appeal  to  the  Court  of  Appeal  or  House  of 
Lords,  and  proceedings  by  writ  of  error  or  motion  for  a 
new  trial  are  to  be  abolished. 

It  is  not  proposed  to  abolish  the  present  system  of  stating 
cases  under  the  Crown  Cases  Act,  1848,  but  simply  to  vest 
the  decision  of  such  cases  in  the  new  Court.  Doubtless  it 
is  hoped  lliat  the  established  and  simple  practice  will  still 
be  resorted  to  in  many  cases.  But  if  the  old  system  is  to  be 
retained,  we  think  it  would  be  better  to  require  the  Judge 
of  first  instance  to  state  a  case  under  the  Act  of  1848, 
instead  of  giving  appeals  as  of  right  on  points  of  law, 
which  is  the  proposal  of  the  Bill.  The  procedure  by  case 
stated  will  be  much  simpler,  and  will  avoid  the  consider- 
able expense  inevitable  under  the  system  of  appeal.  But 
instead  of  this  simple  mode,  which  would  cover  most 
cases,  the  Bill  gives  every  person  convicted  on  indictment, 
inquisition,  or  criminal  information  (with  the  exceptions 
already  stated)  {a)  a  right  to  appeal  on  any  ground 
involving  a  question  of  law  alone ;  (b)  a  right,  by  leave  of 
the  appellate  Court,  to  appeal  against  his  conviction  on 
I  any  ground  involving  a  question  of  fact  alone  or  a  ques- 
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tion  of  mixed  fact  or  law,  or  any  other  ground  which  appears 
to  the  Court  to  he  sujjicient — these  words  are  pretty  vague, 
and  invite  ingenuity  on  the  part  of  appellants  and  their 
lawyers;  (c)  a  right  by  leave  of  the  appellate  Court  to 
appeal  against  the  sentence  passed  unless  it  is  fixed  by 
law — e.g,,  in  treason  or  murder.  We  may  point  out  en 
passant  that  the  Bill  does  not  distinguish  between  an 
illegal  sentence  (now  corrected  by  writ  of  error)  and  a 
sentence  challenged  as  excessive  having  regard  to  the 
circumstances  of  the  ofience.  But  the  Court  may  increase 
or  reduce  a  sentence  appealed  against.  Besides  all  these 
facilities  for  appeal,  in  the  event  of  petitions  being 
lodged  for  the  exercise  of  the  prerogative  of  mercy,  which 
is  expressly  saved,  the  Home  Secretary  may  refer  the 
whole  case  to  the  Court,  wftiere  it  is  to  be  treated  like  an 
appeal,  or  may  refer  to  the  Court  for  its  opinion  any  point 
arising  in  the  case  with  a  view  to  his  ultimate  determina- 
tion. The  power  of  reference  extends  to  the  question  of 
sentence  (except  sentence  of  death).  This  is  a  sufficiently 
long  catalogue  of  occasions  for  appeal  or  review,  and  it 
must  be  added  that  application  for  leave  to  appeal  may 
bo  made  to  one  Judge,  and,  if  refused  by  him,  to  a  full 
Court. 

We  now  come  to  what  the  Court  is  to  do  with  an  appeal 
when  seised  of  it.  If  they  think  the  judgment  below 
involves  a  wrong  decision  of  a  question  of  law  or  fact,  01 
of  mixed  law  or  fact,  they  are  to  set  it  aside ;  and  where 
they  think  that  the  verdict  of  the  juiy  should  be  set  aside, 
on  any  ground  on  which  the  verdict  of  a  jury  may  be  set 
aside  on  an  appeal  to  the  Court  of  Appeal  in  civil  pro- 
ceedings, they  are  to  allow  the  appeal,  subject  to  a  power 
of  dismissal  if  no  substantial  miscarriage  of  justice  has 
occurred.  In  ordinary  circumstances,  to  allow  the  appea' 
will  be  to  acquit  the  appellant,  for  no  new  trial  before  a 
jury  is  to  be  granted,  even  where  the  appeal  is  allowed 
for  misdirection  or  rion-direction. 

But  clause  9  contains  some  remarkable  supplemental 
powers.  The  appellate  Court  may  order  the  attendance 
and  examination  of  compellable  witnesses  not  called  at 
the  trial,  and  have  their  depositions  taken  before  a  Judge 
or  officer  of  the  Court  or  a  justice  of  the  peace,  or  any 
other  person,  and  may  receive  the  evidence,  if  tendered,  of 
non-compellable  witnesses,  including  the  appellant,  or  the 
husband  or  wife  of  the  appellant.  It  is  also  proposed  to 
let  the  Court  call  in  expert  assessors ;  this,  no  doubt,  for 
cases  where  insanity  at  the  time  of  o£feaiding  has  been 
asserted  at  the  trial  and  negatived  by  the  jury.  And  the 
Court  is  to  be  empowered  to  refer  for  report  to  a  special 
commissioner  matters  requiring  prolonged  examination  of 
documents  or  accounts,  or  any  scientific  or  local  investiga- 
ticMi  which  cannot  conveniently  be  conducted  before  the 
Court.  All  this  is  in  addition  to  powers  of  calling  for 
docmnents*  exhibits,  or  other  things  connected  with  the 


proceedings.  The  provision  about  reference  to  a  special 
referee  of  a  criminal  investigation  is  a  novelty  expressly 
prohibited  by  the  Arbitration  Act,  1889,  and  is  perhaps  the 
most  striking  invasion  of  the  time-honoured  functions  of 
the  jury. 

Elaborate  pxx>visions  are  made  about  the  bailing  of 
appellants,  and  for  securing  the  right  to  attend  at  the  trial 
except  where  points  of  law  only  are  to  be  discussed.  If 
these  axe  not  carefully  worked  there  will  be  a  good  deal 
of  leg-bail  in  the  course  of  the  administration  of  the  Act. 
There  are  also  clauses  as  to  the  effect  of  appeals  on  the 
revesting  of  stolen  property  and  writs  of  restitution  which 
need  careful  study.  As  framed  they  look  like  an 
invitation  to  receivers,  or  peorsons  who  have  bought  stolen 
goods,  to  aid  the  thief  to  appeal  as  a  means  of  forcing  the 
prosecution  to  terms. 

The  provisions  of  the  Bill  as  to  costs  will  need  careful 
scrutiny.  No  costs  are  to  be  allowed  on  either  side  on  the 
hearing  and  determination  of  an  appeal,  or  any  proceed- 
ings prelimiinaiy  or  incidental  thereto.  The  Director  of 
Public  Prosecutions  is  to  appear  for  the  Crown  on  every 
appeal  unless  the  private  prosecutor  undertakes  to  do  so, 
which,  in  view  of  the  costs  clause  above  stated,  he  will  be 
loth  and  ill-advised  to  do.  The  appellant  may  have 
solicitor  and  counsel  assigned  to  him,  and  the  Registrar  of 
the  Court  is  to  report  cases  proper  for  such  assignment 
even  when  it  has  not  been  asked  for.  The  costs  of  the 
assigned  solicitor  or  counsel  are  to  be  defrayed  as  the 
expexLses  of  a  prosecution  or  felony  to  an  amount  allowed 
by  the  Court,  1.^.,  they  will  fall  on  the  local  rate  of  the 
district  from  which  the  appeal  comes.  Moreover,  short- 
hand notes  must  ibe  taken  in  every  case  in  which  an  appeal 
may  lie  with  or  without  leave  under  the  Act.  This  is  to 
be  paid  for  by  the  State,  as  are  transcripts  of  the  whole  or 
any  part  of  the  notes  if  the  Registrar  so  directs.  A 
transcript  for  a  full  Court  of  seven  will  cost  a  good  deal, 
and  it  will  be  additional  to  the  notes  and  report  to  be  fur- 
nished by  the  Judge  of  first  instance  under  clause  8. 
Besides  all  this  expense  the  local  rate  is  to  defray  all  costs 
of  examining  extra  witnesses,  of  special  commissions  and 
of  assessors,  and  of  the  appearance  of  the  appellant.  The 
net  result  is  that  it  really  would  be  cheaper  to  have  an 
appellate  gaol  delivery  of  every  prison  by  three  Judges 
after  each  circuit  or  quarter  sessions  instead  of  the  por- 
tentous new  tribunal  which  this  BiU  proposes  to  create  for 
all  criminal  cases. 

In  our  opinion  the  system  proposed  to  be  created  is  far 
too  elaAx>rate  and  expensive  a  remedy  for  the  evils  sup- 
posed to  exist.  It  may  prove  perfectly  unnecessary  and 
useless ;  but  it  is  so  drawn  as  positively  to  invite  appeals, 
and  if  the  invitation  is  answered  more  Judges  will  be 
wanted;  indeed,  the  Government  might  as  well  face  the 
occasion,  and  create  a  new  and  independent  Court  of 
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Justiciary  to  deal  with  all  criminal  appeals,  and  set  free 
the  High  Court  for  civil  business.  After  careful  exami- 
nation of  tlie  Bill,  we  adhere  to  the  view  we  expressed  on 
Lord  Loreburn^s  Bill  of  1906,  that  for  present  purposes  it 
is  enough  (i)  to  make  statement  of  a  case  by  the  Judge  at 
a  trial  compulsory,  (2)  to  give  the  Home  Secretary  power 
to  refer  to  the  Court  cases  in  which  judicial  guidance  on  a 
petition  for  mercy  is  desired,  and  let  the  Court  quash  the 
sentence  if  the  facts  call  for  it.  We  believe  that  changes 
to  this  effect  would  remove  most  of  the  risks  of  injustice 
which  are  said  to  exist  under  the  present  law ;  and  it  is 
better  to  proceed  cautiously  in  matters  of  public  justice 
than  to  rush  into  a  system  which  at  present  seems  likely  to 
create  the  mischiefs  in  England  from  which  the  United 
States  is  suffering  so  grievously. 


SngliBb  v.  american  practice* 


(From  The  Journal  of  Accountancy ^  N.Y.) 
The  statement  made  by  President  Sells  in  his  inaugural 
address  to  the  effect  that  America  is  "far  ahead  of  Great 
"Britain  in  the  character  of  our  professional  accounting 
"work  " — coupled,  as  it  was,  with  the  admission  that  in  the 
fields  of  ethics  and  education  we  can  learn  much  from  the 
mother  country — naturally  suggests  inquiry  as  to  par- 
ticulars. In  what  fields  of  accounting  practice  is  the 
American  accountant  superior,  and  in  what  does  his 
superiority  consist?  It  has  seemed  worth  while  to  seek 
answer  to  those  questions,  for  we  feel  confident  that  the 
average  American  accountant  will  not  swell  with  conceit 
should  our  investigation  tend  to  corroborate  the  opinion 
expressed  by  Mr.  Sells.  Our  accountants,  especially  those 
whose  practice  has  not  taken  them  across  the  water,  have 
for  years  regarded  the  hoar}'  profession  of  accountancy  in 
Great  Britain  with  an  almost  filial  respect  and  veneration, 
and  to  many  of  them  Mr.  Sells'  statements  doubtless  has 
brought  greater  surprise  than  to  any  English  accountant. 

There  are  many  accountants  in  this  country  who  are 
familiar  with  conditions  in  Greait  Britain.  Some  are 
English,  some  are  American.  Among  them  we  find  general 
agreement  that  American  practitioners  are  superior  to  the 
English  in  at  least  one  particular — namely,  Cost  Accounts 
and  systems.  The  new  conditions  in  the  country  and  ths 
rapid  growth  of  business  undertakings  have  made  it  neces- 
sary for  the  American  practitioner  to  study  this  branch  oi 
accounting  most  closely  and  work  out  the  difficult 
problems  which  it  involved ;  whereas  it  is  claimed  that  in 
England  this  most  important  subject  has  not  been  taken  up 
in  a  thorough  and  systematic  way.  This  point  of 
superiority  for  the  American  accountant  is  admitt^  by 
many  British  accountants  who  are  now  practising  in  this 
country. 


It  is  well  known  that  the  accounting  systems  in  Great 
Britain  entail  much  more  repetition  than  is  the  case  in 
America.  For  example,  in  Great  Britain  in  a  commercial 
business  it  is  common  to  find  that  an  invoice  is  written, 
transcribed  to  a  sales  record,  summarised  (if  not  copied  in 
full)  in  the  Journal,  and  from  it  posted  to  the  Ledger.  The 
sUme  principle  is  applicable  to  the  accounts  of  manu- 
factories, and  many  other  businesses.  In  America  the 
system  usually  provides  for  the  writing  of  an  invoice,  with 
an  extra  copy  at  the  same  writing.  The  extra  copy  is  made 
the  permanent  sales  record,  and  from  it  the  postings  are 
made  direct  to  the  Ledger. 

Again,  in  Great  Britain  it  is  the  practice  to  transcribe 
in  full  by  hand  the  invoices  for  purchases  in  a  record  for 
the  purpose,  and  a  summary  of  the  purchase  record  (in 
some  cases  the  detail)  is  entered  in  the  Journal,  and  from 
it  posted  to  the  Ledger.  In  most  cases  Ledger  p>ostings  are 
to  individual  accounts  to  the  credit  ol  those  from  whom  the 
purchases  are  made.  In  America  it  is  a  common  practice 
to  use  the  invoices  received,  pasted  in  a  book  arranged  for 
the  purpose,  as  the  purchase  record,  from  which  the  post- 
ings are  made  direct  to  the  Ledger,  one  account  only  being 
kept  in  the  Ledger  to  the  credit  of  all  such  purchases.  When 
payments  are  made  the  charges  are  entered  against  the  one 
controlling  accoimt  in  the  Ledger. 

In  many  cases  in  America  there  is  a  voucher  or  purchase 
record  which  is  used  principally  for  making  distribution  to 
the  various  charge  accounts  for  purchases,  omitting  the 
recording  of  the  details  of  such  purchases.  The  devices 
for  this  method  vary,  but  the  principle  is  generally 
followed.  The  tendency  on  the  part  of  the  American 
accountants  is  to  make  standard  forms  for  invoices  and 
vouchers  so  that  the  devices  for  providing  permanent 
records  in  the  offices  where  the  invoices  are  issued  will 
correspond  with  those  for  invoices  received. 

In  this  connection,  it  is  worth  whUe  to  note  the  common 
use  by  the  American  accountant  of  the  so-called  "  check 
voucher  "  in  corporation  and  other  systems  where  the 
transactions  are  extensive.  In  one  writing  a  brief  summary 
is  made  of  the  account  on  a  form  which  provides  for  the 
approval  of  the  officers  responsible  for  a  purchase,  and  the 
signature  of  the  treasurer  or  other  officer  responsible  for  the 
payment.  This  latter  signature  converts  the  paper  into  a 
cheque,  and  when  received  by  the  payee  it  is  endorsed  in 
the  same  way  that  a  cheque  is  endorsed.  When  returned 
through  the  bank  it  becomes  the  permanent  and  only 
receipt,  and  finds  its  place  in  a  file  for  the  purpose.  The 
British  method  provides  for  a  cheque  and  a  separate 
receipt. 

It  is  obvious  that  these  points  of  difference  in  the  method 
of  conducting  the  accounts  affords  a  directness  of  work 
and  facility  and  economy  of  time  in  the  performance  of 
the  audit  as  well.     While  the  British  systems  duplicate 
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and  elaborate  in  these  records  they  frequently  do  not  carry 
the  system  of  keeping  Cost  Accounts  to  a  perfect  balance 
with  materials  and  sttpplies  consumed,  nor  do  they  pro- 
vide for  keeping  accounts  of  values  and  quantities  of  the 
various  articles  of  materials  and  supplies  kept  in  stock. 
This  is  the  usual  practice  with  American  accountants. 
While  some  of  the  British  authorities  on  cost-keeping 
advocate  these  principles,  and  they  have  been  adopted  in 
many  cases,  the  plan,  it  seems,  is  far  from  being  general 
among  the  accountants  in  Great  Britain. 

Besides  Cost  Accounts  and  system,  the  practice  of 
accountancy,  generally  spyeaking,  covers  two  other  distinct 
classes  of  work — namely,  auditing  and  special  examina- 
tiems.  With  respect  to  work  in  these  fields  most  English 
accountants  practising  in  the  United  States  are,  as  a  rule, 
reiuctant  to  admit  the  existence  of  any  superiority  on  this 
side  of  the  Atlantic.  But  American  accountants  who  are 
familiar  with  methods  in  Great  Britain  are  quite  positive 
in  their  opinion  that  the  English  accountant  might  learn 
much  from  us. 

With  respect  to  auditing,  which  is  the  main  support  of 
the  profession  at  present,  superiority  is  claimed  for  tli»2 
American  practice  on  two  specifications  :  (1)  The  American 
audit  is  more  expeditious ;  (2)  it  is  broader  in  scope,  and 
hence  possesses  greater  administrative  value. 

In  Great  Britain,  for  example,  there  is  a  disposition  to 
si>end  a  vast  amount  of  time  in  checking  details  of  entries, 
such  as  comparing  receipts  or  vouchers  with  the  Cash 
Book  entries,  and  checking  postings  from  Cash  Books, 
sales  and  purchase  records  to  Journals,  and  from 
Journals  to  Ledgers.  In  America  the  audit  is  made  more 
by  a  series  of  tests  throughout  the  various  books  kept,  for 
the  purpose  of  proving  the  accuracy,  with  a  definite  proof 
only  of  the  mathematical  accuracy  of  the  Trial  Balance 
with  the  Ledger.  There  is  also  much  attention  given  to  the 
distribution  of  the  accounts  as  between  Permanent  Assets, 
Proijerty,  Investments,  &c..  Materials  and  supplies, 
Current  Assets,  Accounts  Receivable,  Cash,  &c.,  and 
charges  to  Operation,  Income,  and  Profit  and  Loss 
Accounts  on  the  one  hand,  and  to  Fixed  Liabilities, 
Capital  Shares,  Bonds,  Mortgages,  &c.,  and  Current 
Liabilities,  Bills  Payable,  Accounts  Payable,  Reserves,  and 
credits  of  Earnings,  Revenue,  Profits,  Income  and  Profit 
and  Loss  Accounts  on  the  other.  Careful  consideration 
is  given  to  the  composition  of  these  accounts  and  their 
relation  to  one  another  to  the  end  that  they  will  express 
with  definiteness  the  relation  of  one  to  the  other  and  to 
actual  conditions. 

It  could  not  be  said  that  the  British  accountant  does  noi 
give  a  certain  degree  of  attention  to  the  conditions,  yet  he 
df>es  not  give  anything  like  the  amount  of  attention  to  this 
feature  that  the  American  accountant  does.    The  British 


accountant  aims  more  especially  at  mathematical 
accuracy  ;  the  American  accountant  not  only  has  the  same 
aim  and  a  less  cumbersome  method,  but  also  alms  to  ofier 
something  of  value  for  administrative  purposes. 

It  might  be  argued  that  the  American  accountant  who 
audits  merely  by  making  tests  instead  of  checking  every- 
thing in  detail  runs  a  risk  that  the  professional  accountant 
should  not  take.  The  answer  to  this  is  that  in  the  ten  or 
fifteen  years'  experience  in  this  country  the  American 
accountants  have  suffered  nothing  on  this  account  and 
have  gained  much  in  the  development  of  their  faculty 
of  readily  discovering  things  that  should  be  brought  to  the 
attention  of  the  client.  When  the  mind  is  held  for  a  long 
time  upon  routine  details  it  tends  to  become  more 
mechanical  and  less  liable  to  detect  irregularities  than 
when  the  eye  is  upon  general  conditions,  looking  for  mis- 
statements and  inconsistencies.  When  the  tests  bring  to 
light  the  slightest  thing  pointing  to  an  irregularity,  either 
intentional  or  otherwise,  ever3rthing  that  can  possibly  have 
any  bearing  upon  the  accounts  is  checked,  examined,  and 
inquired  into. 

Further,  the  reports  of  American  accountants  usually 
contain  comments  in  regard  to  the  condition  of  the 
accounts,  notes  on  the  administration — varying  according 
to  the  conditions  and  the  nature  of  the  engagement  in 
legard  to  such  matters  as  would  naturally  come  within 
the  range  of  the  accountant's  judgment. 

It  could  not  be  said  that  there  are  not  American 
accountants  who  spend  much  time  in  details  and  who  do 
not  make  comments  on  the  accounts  when  the  audit  is 
completed,  nor  is  it  true  that  no  British  accountants  take 
short  cuts  or  make  notes  on  their  audits.  When  the 
British  accountants  do  make  notes,  however,  the  notes  for 
the  most  part  are  a  repetition  of  what  may  be  seen  by  look- 
ing at  the  Balance  Sheet  and  accompanying  schedules.  The 
American  accountants  give  a  great  deal  of  time  to  com- 
parisons of  the  various  P^xpense  Accounts  and  Revenue 
Accounts,  one  year  with  another,  examining  in  detail  the 
causes  of  increases  or  decreases.  These  features  are  not 
only  brought  out  in  detail  in  comparative  statements,  but 
are  commented  upon  for  purposes  of  administration.  The 
British  accountants  give  comparatively  little  attention  to 
these  matters. 

In  making  comparisons  the  American  accountants  have 
recently  designed  a  plan  by  which  the  increases  and 
decreases  shall  appear  without  showing  the  figures  for  the 
previous  period.  For  example,  the  first  column  shows  the 
operations  for  the  current  period,  and  the  second  column 
shows  in  red  or  black  the  decreases  or  the  increases, 
respectively,  as  compared  with  the  previous  period. 

l^inally,  it  would  appear  that  British  accoun^ts,  in 
making  special  examination  reports,  do  not  deal  with  the 
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conditioa  of  affairs — ^fiscal,  physical,  and  financial — ^in 
anything'  like  the  comprehensive  manner  that  the  American 
accountant  usually  do.  It  may  be  said  that  one  reason 
for  this  is  that  the  British  accountant  does  not  have  as 
much  of  this  class  oi  work  to  do  as  does  the  American.  In 
Great  Britain  business  is  in  a  more  settled  condition  than 
here,  and  calls,  therefore,  for  less  extensive  special  exami- 
nations. The  reports  of  the  American  accountants  usually 
include  data  in  regard  to  organisation,  description  of  the 
property,  duties  and  salaries  of  the  officers,  nurober  and 
pay  of  the  employees,  markets  for  their  products  in  the 
case  of  factories,  and,  in  the  case  of  railroads,  the  popula- 
fJ'^n  tributaiy  to  the  line,  character  of  traffic,  and  the  con- 
nections that  are  tributary.  Such  comprehensive  reports 
with  the  British  accountants  are  the  exception. 


TRCViCVQB. 


William  Patersoo  and  the  Darien  Company. 


By  J.  S.  Barbour. 


Edinburgh,  1907:  Wm.  Blackwood  &  Sons.  Price  6s.  net. 
There  is  so  little  romance  about  the  history  of  accoun- 
tancy, even  in  its  earliest  stages,  that  one  can  hardly  afford 
to  neglect  the  romantic  history  of  the  connection  of  William 
Paterson  with  the  Darien  Company,  which  has  been  so 
ably,  and  albeit  so  accurately,  told  by  Mr.  Barbour  in  the 
volume  now  before  us.  Without  pretending  to  give  our 
readers  a  synopsis  of  this  interesting  volume,  we  may 
mention  that  Paterson  was  probably  the  originator  and 
certainly  one  of  the  first  Governors  of  the  Bank  of  England. 
This  volume,  however,  deals  with  his  somewhat  disastrous 
connection  with  the  ill-fated  Darien  Company,  which  is  told 
at  some  length,  and  with  a  most  successful  endeavour  at 
con>bining  historical  accuracy  with  something  of  the 
romance  that  attended  the  three  expeditions  of  this  company 
to  the  Isthmus  of  Darien  off  the  coast  of  Caledonia.  Some 
full-page  illustrations  add  to  the  completeness  of  the 
volume. 


The  Workmen's  Compensation  Act,  1906. 


By  A.  F.  O.  Walbrook,  Solicitor. 


Published  gratis  by  the  Law  Car  and  General  In.surance 
Corporation,  Lim.,  4  St.  Paul's  Churchyard,  E.C. 
A  number  of  volumes  have  been  issued  with  the  object 
of  explaining  the  Workmen's  Compensation  Act,  1906,  and 
many,  of  course,  attempt  this  task  upon  a  much  more 
ambitious  scale  than  the  pamphlet  before  us,  which  may 


rather  be  regarded  as  a  few  handy  notes  for  employers.  At 
the  same  time,  it  is  admirably  arranged  to  summarise  the 
law  relating  to  the  subject,  so  far  as  it  can  be  summarised  in 
its  present  admittedly  uncertain  stage,  with  a  view,  of 
course,  of  emphasising  the  point  that  its  publishers  are 
anxious  to  make— namely,  the  importance  of  employers 
guarding  against  the  liabilities  cast  upon  them  by  the  Act 
by  means  of  insurance.  The  case  in  favour  of  insurance 
requires,  perhaps,  no  very  lengthy  argument,  bat  it  is  at 
least  convenient  that  it  should  be  summarised  an(^  rendered 
thus  readily  available  in  concise  form. 


personaL 


Messrs.  Camm,  Metcalfe  &  Co..  Chartered  Accoun- 
tants, have  removed  to  Town  Hall  Chambers,  87  Fargate. 
Sheffield. 

Mr.  John  H.  Rogers,  Chartered  Accountant,  of  128  Col- 
more  Row,  Birmingham,  has  taken  into  partnership  Mr. 
Percy  Harold  Stone,  who  served  his  articles  with  him 
and  has  been  his  managing  clerk  for  the  last  four  years. 
The  partnership  will  be  carried  on  under  the  style  of  J.  H. 
Rogers  &  Stone,  Chartered  Accountants. 

Messrs.  Chas.  W.  Rooke  &  Co.,  of  Central  House, 
75  New  Street,  Birmingham,  have  taken  in  partnership,  as 
regards  their  Birmingham  business,  Mr.  W.  J.  Jennings, 
A.C.A.,  for  ten  years  with  Messrs.  J.  E.  Pritchard  &  Co., 
71  Colmore  Row,  and  the  style  of  their  Birmingham  firm 
will  in  future  be  Chas.  W.  Rooke,  Jennings  &  Co.  They 
will  continue  to  practise  at  the  above  address  as  heretofore, 
while  their  London  business  will  be  continued  at  46  Queen 
Victoria  Street,  E.C,  by  Mr.  Chas.  W.  Rookb  and  Mr. 
John  Skinner,  as  formerly. 

Messrs.  Smith  &  Earle,  Chartered  Accoantants, 
announce  that  Mr.  Alfred  Laban,  A.C.A.,  has  entered  into 
partnership  with  them.  The  style  of  the  firm  will  remain 
unchanged.  They  have  removed  from  106  Wool  Exchange. 
London,  E.C,  to  26  Shaftesbury  Avenue,  W. 

Mr.  a.  E.  Wright,  Accountant,  has  removed  from 
131  Finsbury  Pavement,  London,  E.C,  to  93  Finsbnry 
Pavement.  E.C. 


failures  anb  Xtlls  ot  Sale  in  Bnalant) 
anb  Males. 


According  to  Kimp's  MtrcantiU  GaaUU,  the  total  anmber 
of  commercial  failures  recocded  in  England  and  Wales 
daring  the  week  ending  Friday  May  3rd  was  142,  via.:— 
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New  Bankruptcy  Proceedings  published  in  the  London  GautU, 
77  ;  Deeds  of  Arrangement  registered,  65.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were: 
Bankruptcies,  85 ;  Deeds  of  Arrangement,  77—total,  162 ; 
being  a  decrease  of  20.  The  total  number  of  commercial 
failures  recorded  during  the  18  weeks  of  the  present  year  is 
2,762;  the  total  number  recorded  in  the  corresponding  18 
weeks  of  last  year  was  2,992,  showing  a  decrease  of  230. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday 
May  3rd,  was  170.  The  number  in  the  corresponding  week 
of  last  year  was  156,  showing  an  increase  of  14.  The  total 
number  filed  during  the  18  weeks  of  the  present  year  is  2,753  ; 
the  total  number  filed  in  the  corresponding  18  weeks  of 
last  year  was  2,757,  showing  a  decrease  of  4. 


Debentures. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week  ending 
Friday  May  3rd  amounted  to  /3. 752, 160.  by  way  of 
addition  to  £2,812,^^,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ;f939»332.  showing  an  increase  of 
/2,8i2,828.  The  total  amount  registered  during  the  z8 
weeks  of  the  present  year  is  ;(32.695.87i  (in  addition  to  the 
issues  in  previous  years  by  the  same  companies),  as 
compared  with  ;f29,39i,865  for  the  corresponding  18  weeks 
in  1906,  showing  an  increase  of  ;(3»304,oo6. 


The  Profession  in  Scotland. 


Penonal. 


The  firm  of  Fulton,  Mitchell  &  Findlay,  Chartered 
Accountants,  194  St.  Vincent  Street,  Glasgow,  of  which 
J.  Moore  Fulton,  Alexander  Mitchell,  and  J.  M.  Findlay 
were  sole  partners,  has  been  dissolved  by  mutual  consent 
as  at  33rd  April.  Messrs.  Mitchell  &  Findlay  will  con- 
tinue tbe  business  at  the  above  address  under  the  firm- 
naiae  of  Mitchell  &  Findlay. 

Tbe  film  of  Diynan,  Fulton  &  Mitchell,  Chartered 
Accountants,  of  Glasgow,  of  which  J.  Moore  Fulton  and 
Alexander  Mitchell  were  sole  partners,  has  been  dissolved 
of  mntoal  consent  as  at  19^1  October  1906. 


Institate  of  Aeoountanta  and  Aotnaries  in  Glasgow. 


At  the  usual  quarterly  meeting  of  the  Institute  of 
Accountants  and  Actuaries  in  Glasgow,  held  on  the  30th 
ult.,  in  the  Hall,  ai8  St.  Vincent  Street,  Glasgow,  Mr. 
John  Mann,  Senr.,  in  tbe  chair,  the  following  candidates, 
having  passed  the  prescribed  examination  and  having 
otherwise  complied  with  the  requirements  ol  the  Institute, 
were  admitted  as  membeors,  subject  to  the  bye-laws,  rules, 
and  regulations  :  — ^William  Herbert  Anderson,  at  Messrs. 
Kerr,  Anderson  &  Mcleod ;  John  F.  Carson,  at  Messrs. 
Moores,  Carson  &  Watson ;  John  Crawford,  at  Messrs. 
Mackay,  Leslie  &  Co.*s  New  York;  Arthur  Houston,  at 
Messrs.  Macfarlane,  Hutton  &  Patrick;  Peter  W. 
Kinuaird,  at  Messrs.  Grahams  &  Co. ;  Archibald  W.  F. 
Love,  at  Messrs.  Fleming  &  Black;  John  M.  Lyon,  at 
Messrs.  Reid  &  Mair;  James  B.  McLeod,  at  Messrs. 
Wallace  &  Tannoch;  Edgar  C.  Salvesen,  Calcutta, 
formerly  with  Mr.  S    Easton  Simmers. 


Mnnidpal  Institate  of  Treasnren  and  Aoeonntanta. 


A  meeting  of  the  Scottish  branch  of  the  Municipal 
Institute  of  Treasurers  and  Accountants  was  held  in 
Leith  Council  Chambers  on  the  4th  inst.  The  numbers 
were  welcomed  by  Provost  Mackie,  who  said  he  need 
hardly  tell  them  how  important  it  was  that  the  financial 
side  of  municipal  government  should  be  kept  up  to  the 
highest  state  of  efficiency.  This  Association  had  done  a 
great  deal  in  order  to  bring  that  efficiency  about.  There 
had  been  great  simplifications  in  the  accounts  of  late  years, 
and  there  was  also  one  important  point  which  even  their 
honorary  treasurers  could  not  have  time  to  look  into.  That 
was  the  question  of  borrowing — not  only  to  borrow  at  the 
smallest  rate  of  interest,  but  also  to  see  that  the  Bank 
Account  was  kept  in  such  a  condition  that  the  banker 
got  as  little  for  overdrafts  as  possible,  because  that  was 
one  of  the  most  expensive  ways  of  doing  business  in  any 
sha,pe.  He  dared  say  most  of  them  could  more  than  save 
their  salary  in  giving  attention  to  this  important  item.  He 
might  describe  many  of  them  as  bom  financiers. 

Mr.  Paton,  Edinburgh,  replied  on  behalf  of  the 
members,  remarking  that  the  birth  of  the  branch  took 
place  at  Leith,  and  was  the  result  of  the  work  of  Mr.^ 
Russell  and  Bailie  Hall,  Leith. 


Scottish  Insolvenoies. 


For  the  week  ending  4th  May  the  number  of  insolvencies 
reported  in  Scotland  was  26,  as  compared  with  20  in  the 
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corresponding  week  of  last  year.  The  trust  deeds  numbered 
12,  as  compared  with  7  ;  the  sequestrations  4,  as  compared 
with  6  ;  and  the  petitions  for  cessio  10,  as  compared  with  7. 
The  total  number  of  insolvencies  for  the  eighteen  weeks  of 
the  year  is  509,  as  compared  with  476  in  the  corresponding 
period  of  last  year — the  trust  deeds  numbering  245  against 
222,  the  sequestrations  94  against  116,  and  the  petitions 
for  cessio  170  against  138.  Of  the  12  trust  deeds  reported 
during  the  week,  7  were  granted  in  favour  of  Chartered 
Accountants.  No  liquidations  of  limited  liability  com- 
panies were  gazetted. 

Mr.  \V.  Bourkb  Cockran,  at  a  lawyers'  banquet  in  New 
York,  says  The  Central  Law  Journal,  deprecated  long  speeches. 
"  He  who  makes  short  speeches,"  said  Mr.  Cockran,  "  will  never 
find  himself  in  the  embarrassing  position  of  a  friend  of  mine 
last  month.  My  friend,  when  a  certain  case  of  bis  was  called, 
rose  and  pleaded  in  a  husky  voice  for  an  adjournment.  '  On 
what  ground  ? '  asked  the  Judge.  '  Your  honour/  was  the 
reply,  '  I  have  been  making  an  address  in  another  Court  all  the 
morning,  and  find  myself  completely  exhausted.'  '  Very 
well,'  said  the  Judge ;  and  he  called  the  next  case.  Another 
counsel  rose,  and  m  his  turn  asked  for  an  adjournment.  '  Are 
you  exhausted,  too  ?  '  said  the  Judge.  '  What  have  you  been 
doing  ?  '  '  Your  honour,'  was  the  answer,  *  I  have  been 
listening  to  my  learned  brother.'  " 
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Extract  from  AudtUng,  by  Lawkemce  R.  Dickseb,  P.CA. 
(Poff  190) 
Liuia*d  HouMi  present  some  rather  special  features.  The  goodwill 
ittafihlng  to  the  license  gives  the  lease  or  freehold  of  licensed  premises 
%  market  value  greatly  in  excess  of  their  real  value  as  buildings.  To 
be  properly  considered,  the  value  of  the  premises  and  the  license  must 
hm  separated.  The  former  should  be  depreciated  in  the  usual  way, 
leaving  the  license  alone  to  be  considered.  A  license  on  freehold  pr«- 
mlses  does  not  depreciate,  but  a  license  on  leasehold  premises  passes 
away  with  the  premises  and  must  therefore  be  depreciated  like  a  lease. 
▲  Uoense  may  at  any  time  be  lost— either  for  misconduct  or  for  no  rea- 
son—but  this  is  a  contingency  outside,  the  scope  of  depreciation.  It 
«ay,  however,  be  provided  against  by  Insurance,  which  would  appMI 
vbo  a  molt  pradent  eonrse  to  adopt. 

For  full  partienlars  as  to  UGBIBBI  niUROCB  apply  lo- 

flia  UOEMSEB  INSURANCE  OORPORATIOI 

AND  aUABANTEE  FUND,  LlmitecU 

24  M00R6ATE  STREET,  LONDOK 


:CseIiicl.Tt  BnsineM 


Iiicensed  Fropertj. 


UcmuM  Insured  and  Loans  and  Debentures  on 
Licensed  Property  of  every  description  guaranteed. 

The  Capitalised  Value  of  the  Goodwill  of  a  Licensed  Business 
la  the  ¥alue  of  the  license,  and  may  he  estimated  upon  a  mere 
^beral  basis  If  the  license  Is  Insured. 


UNIYER8ITT  OF  BIRMINGHAM. 


FACULTY  OF  COMMERCE. 


PROFESSOR  OF  ACCOUNTING. 


^HE  CouncU  invites  applications  for  the  Professorship  of 
Acconnting. 

The  sQcceasfal  Candidate  will  be  required  to  enter  upon 
his  duties  on  October  ist  1907. 
Stipend,  ;f30o. 

Piarticttlars  will  be  furnished  on  application  to  the 
Secretary,  the  University,  Birmingham,  to  whom  applica- 
tions and  testimonials  must  be  sent  on  or  before  Saturday. 
Jnne  8th. 

GEO.  H.  MORLEY. 

Secretafy^ 


Wheatley  Kirk,  Price  &  Co., 

(bstabuskbd  Z850) 

YALDERB,  AUCTIONEERS  ft  ARBITRATORS 

OF    EVERY   DESCRIPTION    OF 

W0RK8,  PLANT,  MAOHINERT,  k  STOCK. 

PERIQDICAL  VALUATtONM  AT  SPECIAL   RATEB. 

AHNUAL    IN9PECTI0N9     FOE    D  E  PKEC  lATlQH . 

SALE3  OF  W0EK9  EY  PRIVATE  TREATY. 

PAttTNERMMIPM    IN    ENOINEEEIKO    PROFEMMIOS     AEEAMOmK 


46   Watling    Street,    London,  E.a 

Md   ALBERT   SQUARE,    MANCHESTER, 
TteBPHONB  5,077  Bank.      TBLBoitAMS->"  INDICES, '  LONDON.' 


Batd.   ISdl. 


GUARDIAN 


ASSURANCE     COMPANY,     Limited. 

FIRE,     LIFE,    ACCIDENT, 

AND     BURGLARY    INSURANCE 

Loans  and  Porohases  of  Life  ^Interests  and  BeversloDt 

Total  Funds  over  £6,000, OOOA 

Head  OppicbJ:— 11    LOMBARD]   STREET,  ^'LONDON 
Law  Courts  Branch  :— 21   FLEET  STREET. 


XeaDlttd^HrtlcIes* 


The  Duties  of  District  Auditors. 


T^HE  recent  decision  of  the  Divisional  Court 
-*•  of  King's  Bench  on  the  appeal  of  the 
Westminster  City  Council  against  certain  sur- 
charges  made  on  members  of  the  Finance 
Committee  and  Highways  Committee  of  the 
Council,  and  on  the  City  Engineer,'  by  the 
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District  Auditor,  raises  a  question  of  consider- 
able public  importance. 

Shortly  stated,  the  position  in  this  case  was 
that  the  District  Auditor  had  made  certain 
surcharges,  not  because  payments  were  in 
themselves  illegal,  or  had  not  in  point  of  fact 
been  made,  but  because,  inasmuch  as  the  lowest 
tender  had  not  invariably  been  accepted,  he 
claimed  that  there  had  been  negligence  upon 
the  part  of  those  responsible.  The  Divisional 
Court,  however,  held  that  there  was  no 
evidence  of  any  such  negligence,  and  therefore 
quashed  the  surcharges  complained  of. 

It,  of  course,  is  beyond  question  that  under 
certain  circumstances  the  acceptance  of  a 
tender  fdr  supplies  which  is  not  the  lowest 
tender — and  a  fortiori  of  a  tender  that  was  the 
highest — might  represent  little  short  of  a 
public  scandal ;  but  even  in  the  most  extreme 
case  we  question  whether  the  word  "  negli- 
gence "  can  be  so  twisted  as  to  cover  a 
deliberate  act.  Rather  does  the  term  imply 
some  omission  or  neglect  of  a  duty — that  is  to 
say,  regarded  strictly,  negligence  must,  we 
think,  invariably  be  negative  in  character.  In 
cases  where  there  is  evidence  that  a  local 
authority  is  deliberately,  and  perhaps  even 
corruptly,  wasting  public  moneys,  it  is  arguable 
that  it  might  be  a  good  thing  if  the  ratepayers 
could  be  protected  by  a  power  of  surcharge 
vested  in  the  District  Auditor ;  but  even  here 
practical  men  will  realise  the  difficulties  that 
that  official  would  experience  in  effectively  dis- 
charging the  responsibilities  thus  thrown  upon 
him.  Certainly,  as  the  term  "  audit "  is 
ordinarily  understood  among  business  men,  it 
is  not  part  of  an  auditor's  duty  to  criticise  the 
administrative  capacity  of  the  accounting 
parties;  and  it  is  very   doubtful   whether  he 


would  ever  have  before  him,  as  the  result  of  an 
audit,  the  information  necessary  to  enable  him 
to  express  any  useful  criticism  upon  a  matter 
so  remote  from  a  mere  examination  of  the 
accounts,  although,  of  course,  occasionally 
circumstances  might  come  to  his  knowledge 
where  the  lack  of  skill  or  of  ordinary  business 
precautions  might  be  self-evident. 

But,  however  that  may  be,  it  is  a  far  cry  to 
assume,  as  the  Westminster  City  Auditor 
appears  to  have  assumed,  that  it  is  the  duty 
of  a  Local  Authority  in  all  cases  to  accept  the 
lowest  tender,  and  that  in  the  event  of  it  not 
doing  so  it  is  guilty  of  negligence  or  mis- 
conduct. Speaking  in  quite  general  terms — 
and  it  is,  of  course,  only  possible  for  us  to 
generalise  here — it  may,  we  think,  be  fairly 
stated  that  with  public  tenders  it  is  most 
probable  that  the  acceptance  of  the  lowest 
tender,  merely  because  it  is  the  lowest,  and 
without  any  further  inquiry  into  the  matter, 
would  of  itself  be  evidence  of  negligence  from 
the  ordinary  commercial  point  of  view, 
although  probably  not  of  such  negligence  as 
would  justify  the  District  Auditor  in  making  a 
surcharge.  It  is  only  when  tenders  are 
invited  from  a  limited  number  of  contractors, 
whose  responsibility,  capacity,  and  financial 
standing  are  known  to  be  satisfactory,  that  the 
lowest  tender  would  even  prima  facie  be 
regarded  as  the  most  acceptable  one  ;  for  it  is 
a  sound  general  rule  that  one  who  is  carrying 
out  a  contract  at  a  loss  will,  sooner  or  later, 
contrive  to  plant  at  least  some  portion  of  that 
loss  upon  the  shoulders  of  his  customer. 
There  is,  moreover,  another  aspect  of  the 
matter — namely,  that  it  is  not  by  any  means 
always  the  most  inexpensive  article  that  is 
the  cheapest    in  the  long  run.     For  certain 
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purposes,  undoubtedly,  the  lowest-priced 
article  is  to  be  preferred,  but  for  other 
purposes  it  is  equally  certain  that  it  is  to  be 
eschewed;  and  it  is  conceivable — in  at  all  events 
some  few  cases — that  the  acceptance  of  the 
highest  tender  may  be  the  strongest  possible 
evidence  of  sound  business  insight  and  atten- 
tion to  detail. 

For  these  reasons  we  welcome  the  decision 
of  the  Divisional  Court  in  the  case  named. 
We  may  mention,  however,  that  it  is  satisfac- 
tory from  yet  another  point  of  view — namely, 
that  of  the  District  Auditors  themselves ;  for  it 
would  indeed  be  an  intolerable  burden  to  throw 
upon  these  officials  the  additional  duty  of 
having  to  accept  responsibility  for  the  financial 
expediency  of  all  acts  undertaken  by  the 
Local  Authorities  whose  accounts  they  are 
called  upon  to  check.  Questions  of  adminis- 
tration and  of  finance  must  of  necessity  be  left 
to  those  upon  whom  the  duty  of  local  govern- 
ment devolves.  The  function  of  the  accounts 
is  to  adequately  explain  to  those  to  whom  the 
Local  Authority  is  accountable — i.e.,  the  rate- 
payers— how  these  duties  have  been  discharged; 
and  the  duty  of  an  auditor  is,  we  maintain,  to 
satisfy  himself  that  the  accounts  tell  their 
story  accurately  and  adequately.  The  ultimate 
control  of  affairs  rests,  of  course,  with  the 
electorate,  who  are  entitled  to  be  made 
acquainted  with  all  material  facts  through  the 
medium  of  the  accounts,  and  who  are  thus  in 
a  position  to  exercise  their  constitutional 
power  through  the  medium  of  the  ballot-box. 
If  the  powers  of  ratepayers  were  to  be 
abrogated  by  officials  in  the  pay  of  a  Govern- 
ment Department,  we  might  as  well  at  once 
give  up  the  system  of  local  government 
altogether,  and  fall  back  upon  the  French 
system  of  local  administration  through  the 
medium  of  a  central  bureaucracy. 


The  Society  of  Bookkeepers,  Lim. 


HTHE  Secretary  of  the  Society  of  Bookkeepers, 
Lim.,  a  company  recently  incorporated 
with  the  liability  of  its  members  limited  by 
guarantee,  has  forwarded  to  us  for  comment  a 
copy  of  the  syllabus  for  the  current  session. 
It  states  that  the  objects  of  the  Society  are 
inter  alia  to  provide  a  central  organisation 
for  bookkeepers,  and  generally  to  elevate 
their  status,  to  encourage  a  greater  degree 
of  efficiency  in  bookkeeping  in  commercial 
circles,  to  promote  opportunities  for  inter- 
course among  members,  and  to  give  facilities 
for  the  reading  of  papers  and  the  delivery 
of  lectures;  to  protect  the  mutual  interests 
of  members,  to  assist  necessitous  members 
and  the  wives  and  children  of  deceased 
members ;  and  to  assist  members  in  obtaining 
employment.  There  will  be  three  degrees  of 
membership — Ordinary  Members,  Associates, 
and  Fellows,  entitled  respectively  to  the  qualify- 
ing initials  "  M.S.B.,"  "  A.S.B.,*'  and  "  F.S.B.'' 
The  annual  subscription  in  all  cases  is  to  be  one 
guinea,  while  the  entrance  fee  is  los.  6d.  for 
Ordinary  Members,  and  one  guinea  for 
Associates  and  Fellows.  Exemption  from 
examination  will,  we  understand,  be  entertained 
for  a  limited  period  in  the  case  of  applicants 
thoroughly  qualified  by  experience  and  know- 
ledge, and  holding  positions  which,  in  the 
opinion  of  the  Council,  justify  their  election. 
The  Council  consists  of  three  gentlemen,  none 
of  whom  are  known  to  us  by  name.  The  pro- 
gramme for  the  current  session  consists  of  three 
lectures  (on  the  i8th  ult.,  the  9th  inst.,  and  the 
1 6th  prox.  respectively)  on  *'  The  Principles  of 
Practical  Bookkeeping,'*  "The  Elements  of 
Bankruptcy  Procedure,"  and  "Wasting  Assets." 
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We  have  from  time  to  time  expressed  the 
view  that  many  useful  purposes  might  be 
served  by  some  form  of  Society  for  the 
co-operative  association  of  commercial  book- 
keepers. We  cannot  help  thinking,  however, 
that  such  a  Society,  in  order  to  be  generally 
acceptable  (bearing  in  mind  the  fact  that 
bookkeepers — by  reason  of  their  calling — ^are 
not  generally  known  to  the  public),  might, 
with  advantage,  be  initiated  among  the 
employees  of  two  or  three  large  commercial 
houses,  as  in  that  event  it  would  from  the  out- 
set be  assured  of  a  certain  membership,  while 
the  names  of  those  houses  might  very  properly 
be  regarded  by  bookkeepers  generally  as  ^ 
guarantee  that  the  undertaking  was  being 
launched  upon  the  right  lines.  Indeed,  it  seems 
to  us  doubtful  whether  anything  in  the  least 
representative  of  bookkeepers  generally  is  ever 
likely  to  be  achieved  in  any  other  way. 

We  cannot,  however,  avoid  recalling  that 
upon  a  previous  occasion  a  Society  was  formed 
which,  in  the  first  instance,  aimed  at  enrolling 
members  from  among  the  ranks  of  bookkeepers 
and  teachers  of  bookkeeping,  but  which,  by  a 
process  of  easy  stages,  evolved  itself  into  a  so- 
called  Institute  of  Accountants ;  thus  directly 
competing  with  the  Institute  of  Chartered 
Accountants  in  such  a  manner  as  to  render 
confusion  likely  upon  the  part  of  the  public, 
with  the  result  that  on  the  application  of  the 
Institute  of  Chartered  Accountants  the  members 
of  that  body  were  restrained  from  so  styling 
themselves.  We  do  not,  of  course,  make  any 
such  suggestions  with  regard  to  the  intentions 
of  the  promoters  of  the  Society  of  Bookkeepers, 
but  we  cannot  refrain  from  pointing  out  that 
the  Elements  of  Bankruptcy  Procedure  (the 
subject  selected  by  the  Secretary  of  the  Society 


or  his  lecture  of  the  gth  inst.  (has  nothing 
whatever  to  do  with  the  education  of  book- 
keepers, although  it  undoubtedly  is  a  more  or 
less  important  feature  in  the  education  of  public 
accountants.  The  selection  of  this  subject 
therefore  calls  for  some  explanation  and  assur- 
ances before  we  can  feel  altogether  satisfied 
that  the  new  company  has  not  been  formed  with 
the  object  of  adding  yet  another  to  the  all  too 
numerous  societies  of  practising  accountants 
who  think  that  they  may  counterbalance  their 
individual  lack  of  professional  qualifications  by 
attaching  imposing  initials  to  their  respective 
names. 

If  the  Society  of  Bookkeepers  has  no  objects 
in  view  other  than  those  set  forth  upon  its 
prospectus,  it  would  undoubtedly  be  better  for 
it  to  refrain  fi-om  considering  or  discussing 
subjects  that  lie  entirely  outside  the  scope  of  a 
bookkeeper's  duties.  On  the  other  hand,  such 
a  Society  might  serve  many  highly  useful 
purposes  by  endeavouring  to  familiarise  its 
members  with  modern  methods,  such  as  Card 
Ledgers,  Loose-leaf  Ledgers,  manifold  systems, 
and  the  like,  which  are  steadily  coming  to  the 
front,  and  which,  therefore,  should  engage  the 
earnest  attention  of  all  bookkeepers  who  ivish 
to  get  on.  Equally  important  is  it  that  the 
Society  should  do  nothing  to  arouse  the  hostility 
of  professional  accountants,  for,  were  it  to  do 
so,  its  opportunities  of  assisting  its  members 
to  obtain  employment  might  be  materially 
restricted  in  consequence. 


'Local  Authorities  and  their  Finance." 


TN  our  issue  of  the  Gth  ult.  we  reproduced  a 

paper    on    "Local  Authorities   and   their 

Finance,"  read   at   a  recent   meeting   of  the 
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Chartered  Accountant  Students  Society  of 
London,  by  Mr.  T.  H.  Clare,  the  City 
Treasurer  of  Birmingham.  This  paper  may 
be  regarded  as  being  in  a  sense  a  continuation 
of  that  upon  "  Local  Authorities  and  their 
Work,"  which  was  read  by  Mr.  Percy  Ashley, 
M.A.,  at  a  meeting  of  the  Society  some  twelve 
months'  since,  and  duly  reported  in  our  issue 
of  the  8th  September  last,  and  it  is  of  especial 
value  as  presenting  the  problem  of  municipal 
finance  in  its  practical  aspect  from  the  point  of 
view  of  one  of  our  ablest  and  best  known  City 
Treasurers.  Mr.  Clare  deals  with  his  subject 
in  a  perfectly  straightforward  and  non-partisan 
manner,  and  in  consequence  his  views  will  be 
studied  with  considerable  interest  by  all  who 
are  anxious  to  become  acquainted  with  the 
problem  from  the  inside  point  of  view.  At  the 
same  time  it  is,  we  think,  only  proper  to  add 
that  while  Birmingham  is  extremely  fortunate 
in  being  served  by  so  able  and  disinterested  an 
official,  who  may  be  relied  upon  to  keep  its 
finances  thoroughly  up  to  the  mark,  it  does 
not  necessarily  follow,  and  indeed  it  must  not 
be  assumed,  that  all  other  authorities  are 
equally  well  served.  That  which  the  lecturer 
speaks  of,  or  infers,  as  being  customary,  must, 
we  think,  be  read  in  the  somewhat  narrower 
light  of  being  customary  at  Birmingham,  and 
no  doubt  at  a  few  other  equally  well-favoured 
centres,  but  not  as  being  of  necessity  the 
invariable  practice  of  all  local  authorities. 
Thus,  for  instance,  when  the  lecturer  states 
that  the  income  and  expenditure  of  the  trading 
undertakings  of  local  authorities  are  dealt  with 
precisely  in  the  same  manner  as  those  of  well- 
conducted  public  companies — with  the  excep- 
tion of  the  fact  that  in  all  cases  it  is  necessary 
for  provision  to  be  made  for  the  liquidation  of 
the  loan  debt  within  specified  periods — it  should 


not  be  overlooked  that  probably  the  majority 
of  local  authorities  contend  that  they  are  not 
bound  by  rules  and  principles  which  are,  or  at 
all  events  should  be,  binding  upon  well-con- 
ducted companies,  because  their  constitution 
is  essentially  different.  Some  local  authorities 
undoubtedly  do  take  the  view  that  it  is  their 
duty  to  provide  for  the  maintenance  of  fixed 
assets  out  of  revenue,  but  others  undoubtedly 
proceed  upon  the  plan  that  it  would  be  a 
betrayal  of  the  ratepayers  to  charge  anything 
against  revenue  which  by  hook  or  crook  they 
could  persuade  the  Local  Government  Board 
to  allow  them  to  borrow  for.  Thus,  while  it  is 
no  doubt  the  case  that  in  thirty  years  or  so 
the  existing  indebtedness  of  some  local  authori- 
ties will  be  reduced  by  at  least  75  per  cent.,  it 
seems  equally  safe  to  prophesy  that,  if  existing 
methods  are  continued,  there  are  other  local 
authorities  that  may  be  confidently  expected 
to  maintain  their  outstanding  loans  per- 
manently at  the  present  figure,  even  if 
they  be  not  increased  by  further  capital 
commitments. 

A  very  interesting  section  of  Mr.  Clare's 
paper  is  that  dealing  with  the  repayment  of 
debt,  in  which  he  shows  that  in  general  the 
borrowing  authority  is  permitted  a  choice  of 
four  separate  methods  of  provision  for  repay- 
ment— namely,  by  equal  instalments  of  prin- 
cipal, by  equal  instalments  of  principal  and 
interest  combined,  by  the  establishment  of  a 
Sinking  Fund,  and  by  the  establishment  of  a 
Loan  Fund.  The  precise  distinction  between 
the  two  last-named  is,  however,  not  very 
clearly  stated.  The  point  to  be  borne  in  mind 
is  that  it  does  not  necessarily  follow,  because 
there  is  no  Sinking  Fund,  there  is  no  pro- 
vision tor  the  due  repayment  of  debt.  If, 
however,     this     be     recognised,      everything 
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that  may  be  said  with  regard  to  the 
provision  of  a  Sinking  Fund  will  be  found  to 
apply  mutatis  mutandis  to  the  other  forms  of 
provision  for  debt  redemption.  In  these  days 
there  can  be  little  doubt  that  issues  of  Stock 
are  the  most  readily  placed  forms  of  loan,  and 
are  thus  those  most  frequently  employed,  and 
in  connection  with  these  either  a  Sinking  Fund 
or  a  Loan  Fund  becomes  necessary.  It  is  to 
be  regretted  that  the  lecturer  did  not  think  fit 
to  mention  a  growing  practice  on  the  part  of 
many  local  authorities  of  investing  their  Sink- 
ing Fund  instalments  in  their  own  Stock — a 
system  which  from  time  to  time  has  given  rise 
to  a  good  deal  of  controversy.  Mr.  Clare's 
views  upon  this  somewhat  important  topic 
would,  we  feel  sure,  have  proved  of  consider- 
able interest. 

Another  point  which  we  should  have  been 
glad  to  see  dealt  with  in  the  paper  now  before 
us  is  that  which  was  raised  by  Mr.  Fred.  J. 
Beckett  in  our  issue  of  the  20th  ult.,  as  to 
the  power  of  local  authorities  to  raise  rates  to 
cover  a  deficiency  on  the  working  of  a  trading 
department  caused  not  by  its  current  payments 
exceeding  its  current  receipts,  but  by  charging 
current  revenue  with  what  is  estimated  to  be  a 
fair  proportion  of  the  cost  of  future  renewals ; 
whether  such  cost  be  computed  upon  the  basis 
of  providing  all  renewals  out  of  revenue,  or 
merely  upon  the  basis,  urged  by  Professor 
DiCKSEE  in  his  recent  lecture  as  the  minimum 
requirements  of  a  local  authority,  of  charging 
current  revenue  with  its  fair  proportion  of  that 
cost  of  renewals  for  which  it  will  be  impossible 
to  obtain  additional  borrowing  powers.  If  Mr. 
Clare  can  see  his  way  to  enlarge  upon  this 
point  in  our  Correspondence  columns,  we  are 
convinced  that  his  contribution  to  the  discus- 
sion will  be  greatly  appreciated  by  our  readers. 


In  other  respects  we  think  that  this  paper 
may  be  safely  placed  in  the  hands  of  an 
accountant  student  as  an  accurate  statement 
of  the  general  position  of  affairs,  most  clearly 
worded,  and  admirably  concise.  As  such,  it  is 
entitled  to  the  fullest  commendation,  and  we 
congratulate  the  London  Students'  Society 
upon  having  been  able  to  add  so  important 
and  useful  a  paper  to  its  Transactions. 


Meeftls  Tlotes. 


«u  »       ^..        At  a  time  when  so  many  local  aathoii- 
The  ExpendUnn  "^  . 

of  Lo€Ai         ties  appear  to  be  competing  with  each 

Authorities.  other  with  a  view  to  securing  a  record 
of  expenditure,  it  is,  we  think,  deserving  of  comment 
that  a  record  io  the  opposite  direction  appears  to  have 
been  achieved  by  the  Yarmouth  (Isle  of  Wight)  Parish 
Council,  whose  total  expenditure  for  the  year  1906-7  is 
stated  to  have  amounted  to  £^  17s.  gd.  In  this  con- 
nection it  is  perhaps  legitimate  to  inquure  whether  a 
careful  inquiry  would  not  disclose  the  fact  that  the 
smaller  the  area  covered  by  a  local  authority,  the 
smaller  pro  raid  was  the  amount  of  expenditure  that  it 
incurred. 


The  Value  In  the  course  of  an  action  for  damages 
ofAdYertliliii.  for  alleged  wrongful  di8missal»  which 
came  before  Mr.  Justice  Grantham  and  a  special  jury 
last  week,  counsel  stated  that  the  expenditure  of  the 
defendants  upon  advertising  had  been  cut  down,  with 
the  result  that  business  fell  ofif,  and  he  illustrated  this 
by  the  following  figures : — 

Year  ^TdvSSLJ^"  ^^- 

1880  ..  /130  ..  £26^ 

1881  ..  ^244  ..  /904 

1882  ..  £654  ..  ;f  1,683 
1900  ..  /180               ..  £560 

These  figures  would,  of  course,  have  been  far  more 
convincing  had  they  related  to  four  consecutive  years, 
and  had  it  been  demonstrated  that  the  decline  in  profits 
was  solely  due  to  a  corresponding  shrinkage  of  turn- 
over, but,  even  as  they  stand,  they  are  undoubtedly 
significant. 

Deed!  of         The  advantages  of  a  deed  of  inspector- 

Inipeotonhlp.     ship    in    connection    with    insolvent 

estates  where  the  honesty  of  the  debtor  is  be3road 

question,  and  the  retention  of    his  services  for  the 
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carr3dng  on  of  the  business  seems  desirable,  are 
perhaps  not  so  generally  appreciated  as  would  seem 
necessary  in  the  interests  of  creditors.  That  they  are 
capable  of  producing  excellent  results  in  the  right 
hands  is,  however,  shown  by  the  facts  that  have 
recently  come  to  our  knowledge  in  connection  with  the 
winding-up  of  the  estate  of  a  provincial  wholesale 
trader.  In  this  case  the  debtor  executed  a  deed  of 
inspectorship  in  favour  of  a  Chartered  Accountant  as 
inspector  some  three  years'  since,  his  unsecured 
creditors  then  amounting  to  ;f6,274.  Within  seven 
months  the  estate  had  been  realised  to  a  sufficient 
extent  to  admit  of  the  payment  of  three  dividends 
amounting  together  to  17s.  6d.  in  the  £^  but  owing  to 
local  causes  it  was  not  until  recently  that  the  remainder 
of  the  estate  could  be  disposed  of  to  advantage.  That, 
however,  has  now  been  done,  with  the  eminently  satis- 
factory result  that  a  fourth  dividend,  of  as.  6d.  in  the 
;f ,  making  twenty  shillings  in  the  £  in  all,  has  been 
declared.  The  inspector  has  suggested  to  the  creditors 
that  in  view  of  the  fact  that  the  debtor  has  been  in 
business  for  upwards  of  forty  years,  during  which  time 
he  has  done  an  enormous  turnover  with  his  creditors, 
it  would  be  fitting  that  they,  or  as  many  of  them  as 
thought  fit,  should  make  a  complimentary  and  volun- 
tary allowance  to  him  of  something  between  5  per  cent, 
and  10  per  cent,  on  the  amount  of  their  original  claims. 
It  is  not  very  often  that  creditors  in  such  cases  receive 
payment  in  full,  and  it  thus  seems  not  unlikely  that  the 
suggestion  may  find  the  creditors  in  a  generous  mood, 
which  disposes  <hem  to  assent  to  the  proposition  that 
an  unfortunate  debtor,  out  of  whom  enormous  profits 
have  been  made  in  the  past,  is  entitled  to  some  little 
consideration  at  the  close  of  his  business  career,  even, 
and  indeed  a  fortiori,  when  that  close  has  been  financially 
disastrous. 


Th*  Chartered  '^®  annual  dinner  of  the  Chartered 
Inetitnte  of  Institute  of  Secretaries  was  held  at 
Beoreiarlei.  ^^^  Trocadero  Restaurant,  Piccadilly 
Circus,  on  the  3rd  inst.,  Mr.  J.  Cecil  Bull,  the  President, 
occupying  the  chair.  Among  those  who  supported  him 
were  Sir  Frederick  G.  Banbury,  Bart,  M.P.,  Sir  William 
Holland,  M.P.,  Sir  Ernest  Clarke,  Sir  R.  Melvill 
Beachcroft,  Mr.  Alderman  and  Sheriff  Crosby,  the 
Secretary  of  Lloyds,  The  Inspector-General  in  Bank- 
ruptcy, the  Solicitor  to  the  Board  of  Trade,  the  Clerks 
of  the  London  County  Council  and  the  Mstropolit  an 
Asylums  Board,  and  the  Secretaries  of  the  Institutes  of 


Bankers,  Mechanical  Engineers,  and  Directors.  In 
proposing  the  toast  of  the  evening,  "  The  Chartered 
Institute  of  Secretaries,"  Sir  F.  Banbury  stated  that 
the  Institute,  which  was  founded  sixteen  years  ago,  now 
comprised  3,300  members,  and  in  the  course  of  his 
response  the  President  mentioned  that  although  they 
had  not  yet  their  own  building,  they  looked  forward  to 
the  time  in  the  near  future  when  their  resources  would 
permit  them  to  erect  a  hall  and  suitable  premises  as  a 
home  for  their  profession. 


„    , ^     _        This  Committee  met  on  May  oth  at  the 

Bankmptcy  Law  ^  ^ 

Amendment  Royal  Courts  of  Justice,  Mr.  Muir 
Oommit'ee.  Mackenzie  (the  Chairman)  presiding. 
Evidence  was  given  by  a  number  of  witnesses  represent- 
ing the  Hire  Traders'  Protection  Association,  and  also 
other  associations  and  important  commercial  houses  and 
companies  who  deal  on  the  hire-purchase  system,  on 
the  question  referred  to  the  Committee  whether  hire 
agreements  and  hire-purchase  agreements  of  goods 
and  chattels  ought  to  be  subject  to  provisions  for 
registration  similar  to  those  in  force  with  respect  to 
bills  of  sale. 


Caih  •< Checks**  It  is  reported  that  the  White  Star 
on  Steamehlpt.  Steamship  Company  has  established  a 
system  by  which  passengers  on  its  vessels  can  purchase 
cash  checks  for  any  amounts  from  10  to  500  dollars. 
The  tokens  are  honoured  on  presentation  by  the 
purchaser  either  on  board  ship  or  at  any  of  the  com- 
pany's agencies.  We  understand  that  they  are  sold  in 
books,  and  are  of  much  convenience  to  passengers,  inas- 
much as  they  obviate  the  necessity  of  carrying  a  large 
quantity  of  coin  about.  Someone  has  asked  whether 
the  use  of  these  checks  is  not  an  infringement  of  the 
English  law,  and  The  Solicitors*  Journal  points  out  that 
by  the  Bank  Charter  Act,  1844,  no  person  other  than  a 
bank  can  make  or  use  "  bank  notes  "  (which  has  been 
interpreted  as  including  all  bills  or  n6tes  for  the  pay- 
ment of  money  to  the  bearer  on  demand)  in  any  part  of 
the  United  Kingdom.  It  assumes,  therefore,  that  the 
issue  of  such  notes  is  an  indictable  offence,  and  upon 
proof  that  it  has  been  committed  in  British  ships  on  the 
high  seas  it  might  be  brought  within  the  jurisdiction  of 
our  Criminal  Court.  The  question  of  the  Stamp  Acts 
is  not  discussed,  as  the  Inland  Revenue  authorities  are 
said  to  be  ever  watchful  with  regard  to  any  evasion  of 
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the  payment  of  duty,  and  may  be  trusted  not  to  sleep 
upon  their  rights.  We  should  like  to  add  an  additional 
question,  namely,  as  to  whether  the  vessels  of  the  White 
Star  Steamship  Company  are  British  ships. 


BookkMptntf  The  Solicitors^  Journal  remarks  that 
andtlMBar.  England  is  a  mercantile  nation,  and 
the  young  barrister  has  often  occasion  to  regret  that 
the  education  which  he  has  received  did  not  include  a 
sufficient  knowledge  of  bookkeeping  and  accounts.  It 
retails  Mr.  Edwin  Waterhouse's  story  of  a  case  in  his 
experience,  in  which  a  learned  K.C.,  who  was  acting  as 
arbitrator,  was  unable,  after  a  two  days'  sitting,  during 
which  he  had  had  the  benefit  of  the  arguments  placed 
before  him  by  counsel  on  either  side,  to  satisfactorily 
solve  the  problem  before  him.  Turning,  however,  to 
the  Agreement  of  Reference,  he  found  that  he  was 
allowed  to  state  how  certain  disputes  should  be  settled, 
and  in  his  award  he  accordingly  directed  that  these 
matters  should  be  settled  by  a  Chartered  Accountant. 
The  points  were  put  before  Mr.  Waterhouse,  whose 
knowledge  of  bookkeeping  and  accounts  was  such  as 
to  enable  him  to  arrive  at  a  result  which  he  said  was 
satisfactory  to  himself,  and  equally  unsatisfactory  to 
both  parties  to  the  dispute.  Our  contemporary  says 
that  Mr.  Waterhouse  evidently  considers  dissatisfaction 
of  the  parties  a  test  of  the  justice  of  the  award,  but 
there  are  cases  on  record  in  which  an  award  has 
actually  satisfied  both  parties,  and  brought  about  a 
reconciliation  between  them. 


TiM  Budget 


Mr.  Asquith's  fiscal  effort  seems  to 
have  engendered  quite  a  profuse  crop 
of  explanations  and  complaints  with  regard  to  the  pro- 
posed change  in  the  manner  of  assessing  income-tax. 
Mr.  T.  Hallett  Fry  is  prominently  in  the  field  with  a 
series  of  articles  in  The  Financial  Times^  in  the  first  of 
which  he  deals  with  the  question  of  earned  and 
unearned  income.  He  says  the  distinguishing  line 
between  eamed  and  unearned  income  is  not  nearly  so 
hard  to  fiod  as  so  many  persons  imagine,  and  that  the 
agitation  ^hich  is  being  worked  up  at  present  is  based 
upon  a  fciw  so-called  ^^hard  cases.  Mr.  Fry's  argument 
is  hardly  worth/repeating,  for  it  cannot  be  said  to  be 
very  sound,  aqd  instead  of  confining  himself  to  criticism 
or  explanati(^  of  impending  changes,  he  goes  out  of 
his  way  to  make  suggestions  to  the  Chancellor  of  the 
Exchequer  wych  have  not  the  smallest  possible  chance 
of  being  acte<^upon,  for  some  considerable  time  at  any 


rate.    His  method  of  defining  earned  and  oneamed 
income  is  of  a  Spartan-like  character,  and  he  does  not 
appear  to  understand  the  method  in  which  the  Inland 
Revenue  authorities  maybe  expected  to  go  to  work. 
We  quite  agree  with  him  that  the  annuity  grievance  is 
one  to  which  Mr.  Asquith  might  well  turn  attention, 
but  as  regards  his  other  theories  we  regret  to  say  we 
do  not  accept  his  views.    Then  there  is  the  suggestion 
with  regard  to  the  formation  of  an  Income  Tax  Reform 
and  Reduction  League,  but  this  at  present  is  hardly 
ripe  for  discussion.    In  addition  to  this,  there  was  a 
question  in  the  House  of  Commons  by  Lord  Balcarres 
in  connection  with  the  average  sjrstem,  which  elicited 
the  reply  that  the  period  over  which  the  average  is 
taken  is  three  years  for  most  trading  concerns,  and  is 
extended     to    five     years     only     in     the     case    of 
mines.      Mr.    Asquith    also    explained    that   he   pro- 
posed to    levy  income-tax  at    the  unearned  rate  on 
interest  on  money  formerly  earned  by  the  personal 
exertion   of  the   income-tax    payer.      Another   press 
campaigner — namely,    Mr.     H.     Wilfrid     Plumridge 
— advances  the  theory  that  all  great  political  economists 
are  against  graduated   taxation.    He  says  the    sum 
required  for  that  part  of  national  expenditure  which  is 
necessary^  to  protect  the  public  against  various  risks  to 
property  ought  to  be  raised,  not  by  a  graduated  but  by 
a  definite  percentage  tax  levied  on  income  and  on 
accumulated  wealth.    He  considers  the  wc^th  of  the 
subject  to  be  in  no  way  connected  with  the  matter,  for 
he  argues  that  the  millionaire  and  the  workman  are 
both  charged  exactly  the  same  for  a  loaf  of  bread  or  a 
'bus  ride,  and,  in  his  opinion,  if  the  State  once  ignored 
this  law,  its  position  could  best  be  compared  to  that  of 
a  rudderless  ship  on  an  unknown  sea. 


Atiorted  The  Financial  News  informs  us  of  the 
Aooonntavti.  registration  of  a  National  Federation  of 
Accountants,  and  we  are  told  that  the  public  pays  its 
money  and  takes  its  choice  from  a  large  and  varied 
assortment  of  professional  skill.  There  are,  it  is 
said.  Chartered  Accountants,  Federated  Accountants, 
Enrolled  Accountants,  Corporate  Accountants,  Incor- 
porated Accountants,  Certified  Accountants,  and  Public 
Accountants,  so  that  some  little  degree  of  bewilderment 
on  the  part  of  the  public  may  be  pardoned.  It  is 
fortunate  perhaps  that  under  these  circumstances  there 
is  so  little  doubt  as  to  the  direction  in  which  qualified 
ability  lies.  The  same  journal  writes  that  a  Birmingham 
circulariser  describes  himself  as  "  C.A.,"  and  our  can- 
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temporary  understands  that  although  these  letters 
generally  convey  the  meaning  of  "  Chartered  Accoun- 
tant,*' the  person  in  question  is  not  Chartered,  as  he 
explains  in  answer  to  inquiries,  but  he  is  a  self-styled 
**  Corporate  Accountant/* 


The  Bl«m«iita  Respecting  the  paper  on  the  above 
of  Bankroptoy  subject,  read  before  the  Institute  of 
^'•^™'  Bookkeepers  by  Mr.  T.  Mackworth 
Lucas  (to  which  reference  is  made  in  our  leading 
article  on  the  Institute  of  Bookkeepers),  we  gather  the 
lecturer  advocated  the  raising  of  the  fees  payable 
in  respect  of  the  presentation  of  a  bankruptcy 
petition  by  a  creditor  in  the  case  of  estates 
showing  a  small  deficiency  compared  with  the  total 
unsecured  liabilities.  In  his  opinion  this  course  would 
result  in  an  increase  of  insolvency  being  transacted 
under  the  Deeds  of  Arrangement  Act,  which,  as 
experience  has  shown,  requires  amending  in  order  to 
bind  the  minority  to  the  wishes  of  the  majority.  If 
Mr.  Lucas  has  been  correctly  reported,  it  only  shows 
that  his  knowledge  of  the  official  position  is  extremely 
elementary,  for  it  is  not  likely  that  under  any  scheme 
of  legislation  the  working  of  the  Deeds  of  Arrange- 
ment Act  would  be  in  any  way  facilitated,  especially  if 
the  only  means  towards  that  end  that  he  can  suggest 
is  the  raising  of  the  fees  in  connection  with  a  bank- 
ruptcy petition ! 


Wwrla^n     ^*  *  recent  meeting  of  the  Warrington 
Goipormtton     Town  Council  it  was  announced  that 


there  would  be  a  reduction  of  4d.  in  the 
£  in  the  rates,  making  the  rate  for  1907-8  one  of  7s.  in 
the  £,  Even  at  this  reduced  figure  we  do  not  see  any 
very  remarkable  cause  for  congratulation,  but  when  it 
is  borne  in  mind  that  in  1904-5  the  rates  of  Warrington 
amounted  to  7s.  lod.  in  the  £  perhaps  the  inhabitants 
of  Warrington  have  reason  to  feel  grateful.  Simul- 
taneously, and  presumably  to  some  extent  in  conse- 
quence of  it,  a  proposal  to  appoint  a  professional 
auditor  of  the  Corporation's  accounts  has  been  with- 
drawn. Without  pretending  to  have  any  inside 
information  as  to  the  facts,  we  may  say  that  we  regard 
the  coincidence,  if  it  be  nothing  more  than  a  coinci- 
dence, as  significant.  If  the  rates  can  be  legitimately 
reduced  as  a  result  of  increased  profits  of  trading 
departments,  or  a  reduction  of  expenditure  in  spending 
departments,  it  would  surely  be  an  additional  source  of 


satisfaction  to  know  that  the  accounts  were  able  to 
pass  the  scrutiny  of  a  professional  auditor.  The  with- 
drawal of  the  proposal  after  it  has  once  been  made 
suggests  that  an  independent  examination  of  the 
accounts  might  possibly  reveal  that  the  reduction  of 
rates  was  not  justified  by  the  facts. 


of  It  is  announced  that  the  Lord  Chan- 
tlM  Ooortik  cellor  has  decided  to  proceed  with  his 
Bill  for  the  reconstitution  of  the  Court  of  Appeal  in 
spite  of  the  opposition  which  the  proposed  measure 
has  aroused  in  well-informed  circles.  It  will  be  remem- 
bered that  the  Bill  proposes,  with  the  consent  of  the 
Lord  Chancellor,  to  allow  a  Court  of  Appeal  to  consist 
of  two  instead  of  three  Judges,  thus  permitting  the 
Court  to  sit  in  three  Divisions  simultaneously.  The 
objection  to  this  measure  is,  of  course,  that,  in  the  event 
of  the  two  Judges  differing,  no  judgment  satisfactory  to 
litigants  can  be  delivered,  with  the  result  that  appeals 
to  the  House  of  Lords  are  likely  to  increase,  and  thus 
litigation  will  be  increased,  and  arrears  will  in  all  pro- 
bability still  further  accumulate.  This  accumulation  of 
arrears  seems  likely  to  be  emphasised  by  the  Criminal 
Appeal  Bill,  which  proposes  the  establishment  of  a 
permanent  Court  of  Criminal  Appeal,  to  consist  of  the 
Lord  Chief  Justice  and  six  King's  Bench  Judges 
nominated  by  him.  When  it  is  borne  in  mind  that 
there  are  many  occasions  upon  which  less  than  seven 
Judges  are  sitting  in  London  simultaneously,  one  is 
tempted  to  wonder  how  it  is  proposed  to  get  through 
the  ordinary  business  of  the  King's  Bench  Division  if 
practicaUy  the  whole  p^sonnel  is  to  be  taken  o£P  its 
legitimate  work  for  the  purpose  of  trying  criminal 
appeals,  which  in  all  probability  will  become  extremely 
numerous. 


A  recent  issue  of  The  Law  Journal  con- 
StenrltlM.  tains  an  interesting  article  on  Trustee 
Securities,  based  upon  eight  representative  Stocks.  It 
is  stated  that  at  the  end  of  March  last  the  average 
price  of  these  Stocks  was  99},  and  the  average  yield 
per  cent.  £^  los.  sd.  In  March  1906  the  average  price 
was  i058»  and  the  average  yield  £^  68.  3d.  per  cent., 
while  by  way  of  comparison  it  is  pointed  out  that  at 
the  end  of  March  1899  the  average  yield  was  £%  z6s.  3d. 
per  cent.  only.  It  will  thus  be  seen  that  the  rate  of 
interest  to  be  derived  firom  trustee  securities  has 
increased  nearly  i  per  cent,  in  the  past  eight  years. 
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The  selection  of  Stocks  taken  by  our  contemporary 
may  fairly  be  regarded  as  representative  in  a  sense,  but 
bearing  in  mind  the  very  large  proportion  of  trustee 
investments  in  Consols,  it  may  be  questioned  whether 
these  figures  really  fully  indicate  the  altered  conditions 
that  have  been  brought  about.  In  1899  Consols  stood 
at  iiof,  and  yielded  £2  os.  6d.  per  cent.  At  the  end  of 
Marchlast  they  stood  at  85I,  yielding  ;f  2  iSs.  3d.  percent. 
Thus,  in  spite  of  the  reduction  in  the  rate  of  interest,  the 
increase  in  the  yield  exceeds  Jths  per  cent.  Whether, 
however,  it  may  reasonably  be  concluded  from  these 
data  that  3}  per  cent,  is  a  fair  rate  of  income  to 
be  exnected  for  the  future  from  trustee  securities  is 
perhaps  a  somewhat  debatable  question. 


What  Is  a  '^he  ca<:e  of  Sherwell  v.  The  Combined 
Proip«etiii?  Incandescent  Mantle  Syndicate,  Lim.,  and 
its  Directors  came  before  Mr.  Justice  Warrington  on 
the  26th  ult.,  when  an  important  quest  ion  as  to  whether 
a  prospectus  marked  **  Private  and  confidential"  was  a 
prospectus  within  the  meaning  of  the  Companies  Act, 
1900.  In  this  case  it  appeared  that  the  S3mdicate  was 
formed  by  a  few  persons  with  the  object  of  securing  an 
option  on  certain  patents  to  be  acquired  by  a  company, 
and  that  a  prospectus  was  prepared  of  which  1,000 
copies  were  printed,  headed  "  Strictly  private  and  con- 
fidential. Not  for  publication."  His  Lordship  held 
that  the  intention  was  that  persons  interested  in  the 
S3mdicate  might  show  this  prospectus  to  their  friends 
with  a  view  to  obtaining  subscriptions  for  shares.  In 
bis  opinion  this  was  not  an  invitation  to  the  public  to 
subscribe  for  shares  within  the  meaning  of  the  Act, 
and,  accordine:ly,  he  refused  the  motion  asked  for  to 
restrain  the  defendants  from  drawing  on  an  account  at 
the  London  and  County  Bank,  and  the  bank  from  part- 
ing with  the  money  subscribed  by  the  plaintiff.  We 
know  nothing  whatever  of  the  merits  of  the  case  in 
question,  but  it  seems  to  us  a  contradiction  in  terms  to 
find  that  there  has  been  a  prospectus  issued,  and  that 
there  has  been  no  invitation  to  the  public.  Surely  for 
these  purposes  "  the  public "  means  all  persons  other 
than  the  existing  members  of  the  company.  If,  how- 
ever, his  Lordship's  decision  be  allowed  to  stand,  it 
seems  to  knock  the  bottom  out  of  the  argument  that 
has  been  so  confidently  put  forward  in  certain  quarters, 
that  it  is  practically  impossible  to  arrange  for  the 
underwriting  of  the  issue  of  the  capital  of  a  recon- 
structed company. 


Current  Xaw. 


{Under  this  heading  are  noted  from  time  to  time  the  salieid 
features  of  decisions  of  interest  which,  so  far^  have  net 
appeared  in  our  "  Law  Reports,^*  As,  haioever^  these 
notes  are  necessarily  greatly  condensed,  reference  should 
^n  all  cases  be  made  to  the  fuller  report  when  it  appears.) 


Bankruptcies  and  Insolvencies. 
In  re  a  Debtor ;  ex  parte  The  Petitioning 

Creditor  and  the  Debtor.  Bigham,  J. 

On  a  report  from  the  Registrar  made  to  the  Judge 
on  the  refusal  of  a  person  subpoenaed  to  give  evidence 
before  the  Registrar  to  be  sworn  and  give  such 
evidence  on  the  hearing  of  a  bankruptcy  petition,  held 
that  the  various  objections  raised  by  the  respondent 
were  insufficient.  Order  for  committal  made,  and 
directed  to  lie  in  the  office  for  fourteen  days.  (The  fall 
report,  containing  particulars  of  the  objections,  should 
be  studied. — {Times,  May  14.) 


CorresponDence  atiD  Bnqutrfee. 


All  communications  to  the  Editor  should  to 
by  letter  only. 


[We  are  at  all  times  ready  to  insert  correspondence  on 
matters  of  interest  to  the  Profession,  but  we  do  not  of  course 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended  for 
current  issue  Inust  reach  us  at  the  latest  by  Wednesday 
afternoon;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents,  not  necessarily  for 
publication,  but  as  a  guarantee  of  good  faith.] 


Breweries  and    Income  Tax— The    Compensation 
Char^re. 

ITo  the  Editor  of  The  Accountant,) 
Sir, — Your  readers  may  be  interested  to  know  that 
the  Commissioners  allowed  my  appeal  on  behalf  of  the 
Camden  Brewery  Company.  The  Lion  Brewery  Com- 
pany was  also  successful.  I  have  not  heard  of  any 
unsuccessful  appeal,  and  therefore  hope  we  may 
take  it  that  brewery  companies  may  now  charge  this  in 
their  accounts  for  assessments.  Schedule  D. 


Yours  truly, 


London,  i^th  May  igoy. 


DANIEL  HILL, 
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Depreciation. 

{To  tki  Editor  of  Tki  Aeeountant,) 
Sir, — There  are  two  letters  in  recent  issues  on  this 
subject — namely,  by  Mr.  Lawrence  R.  Dicksee  and  Mr. 
P.  D.  Leake — both  of  which  suggest  a  reference  to  a 
paper  read  by  Mr.  Robert  Hammond,  M.LE.E., 
entitled  "  Depreciation  of  Machinery "  (Electric).  I 
enclose  a  report  on  it,  which  appeared  in  The  Standard 
of  the  2nd  inst. 

Yours  faithfully, 

HERBERT  A,  COX. 
London^  May  10th  igoy. 


Deprbciation  of  Machinery. 
A  most  useful  purpose  has  been  served  in  bringing  forward 
for  discussion  before  the  Institution  of  Electrical  Engineers 
on  Thursday  last  the  subject  of  the  Depreciation  of 
Machinery  and  the  manner  in  which  it  should  be  treated  in 
accounts.  Much  uncertainty  has  hitherto  prevailed  as  to  the 
way  in  which  the  question  should  be  dealt  with,  and  conse- 
quently it  has  been  difficult  to  make  comparisons  of  the 
results  achieved  by  various  undertakings. 

The  author  stated  that  in  arriving  at  the  net  profits  earned 
during  any  given  period  by  an  industrial  undertaking,  it  was 
obvious  that  a  determination  should  be  made  of  the  extent  to 
which  the  assets  of  the  undertaking  had  depreciated  in  value 
during  that  period.  Where  machinery  and  apparatus  were 
employed,  it  was  necessary  to  estimate  their  probable  '*life," 
which,  in  the  case  of  undertakings  working  on  well  established 
lines,  may  be  easily  arrived  at. 

Having  fixed  a  definite  figure  for  the  life,  the  sum  which  is 
equivalent  to  the  annual  depreciation  of  the  machinery  and 
apparatus  may  be  written  ofif  annually  and  debited  to  the 
gross  profits,  this  book  entry  involving  no  withdrawal  of 
money  from  the  undertaking;  or  out  of  the  gross  profits 
annual  investments  may  be  made  of  such  sums  as  will,  at 
compound  interest,  reach  the  amount  of  the  original  cost  of 
the  machinery  and  apparatus  by  the  time  that  they  are 
worn  out. 

The  object  of  the  present  paper  was  to  invite  the  members 
of  the  Institution  to  consider  the  question  of  depreciation  in 
all  its  bearings  as  applicable  to  electricity  supply  undertake 
ingSy  in  the  hope  that  some  definite  conclusion  may  be  arrived 
at  as  to  the  proper  provision  which  should  be  made  in  the 
case  of  undertakings  owned  whether  by  companies  or  by  local 
authorities.  The  word  "  depreciation  "  was  used  in  a  wide 
sense,  and  it  was  desired  to  include  in  the  inquiry  not  only 
the  consideration  of  the  provision  which  should  be  made  to 
cover  the  depreciation  in  value  of  the  assets  of  an  undertak- 
ing, bat  also  as  to  what  other  charges  beyond  the  ordinary 


working  costs  should  be  debited  to  the  Revenue  Account 
before  arriving  at  the  net  profits  of  the  undertaking. 

Following  these  lines,  the  first  item  to  be  considered  was 
the  question  of  depreciation  proper,  then  the  advisability  of 
creating  a  Reserve  Fund  to  provide  for  unforeseen  expenses 
which  may  be  incurred,  owing  to  accident  or  other  emergency, 
and,  lastly,  the  provision  of  a  further  fund  to  cover  antiqua^ 
tion  of  machinery,  apparatus,  and  mains,  thereby  preparing 
for  the  possible  necessity  of  scrapping  machinery.  &c.,  which 
may  be  in  good  working  order,  but  which  may  have  become 
obsolete  owing  to  improvements  introduced  in  methods  of 
generation  and  distribution. 

In  the  case  of  undertakings  owned  by  companies,  the  con- 
sideration of  these  questions  resolved  itself  merely  into  what 
should  be  the  amount  of  the  provision  to  be  set  aside  annually 
from  the  gross  profits  in  connection  with  the  above  items. 
In  the  case  of  undertakings  owned  by  local  authorities,  on 
the  other  hand,  not  only  was  it  necessary  to  consider  the 
amount  to  be  provided  under  the  three  heads  of  depreciation, 
extraordinary  emergencies,  and  antiquation,  but  a  more  con- 
troversial point  arises,  viz.,  the  effect  of  the  peculiar  financial 
basis  on  which  such  undertakings  rest,  upon  the  necessity 
for  these  provisions. 

The  difficulty  that  the  life  of  machinery  so  largely  depends 
upon  the  way  in  which  it  is  maintained,  that  a  definite 
period,  at  which  any  particular  class  of  machinery  or 
apparatus  would  in  the  ordinary  course  be  entirely  worked 
out,  can  hardly  be  taken  as  of  universal  application.  On  the 
basis,  however,  that  all  plant  would  be  carefully  maintained 
and  faulty  parts  renewed  out  of  revenue,  it  is  suggested  that 
the  periods  named  below  represent  a  fair  approximation  of 
the  life  of  the  various  classes  of  machinery  and  apparatus, 

&c.,  named: — 

Years. 

Land  and  buildings 60 

Machinery  and  plant : — 

Boilers  20 

Pumps  and  pipework        25 

Conveyors 10 

Engines . .         •  •  25 

Turbines 20 

Dynamos  and  alternators 25 

Motors         20 

Tools  and  sundries 10 

Accumulators 15 

Transformers,  static 15 

Converters,  rotary         20 

Switching  apparatus  and  instruments  . .  20 

Meters xo 

Mains : — 

Armoured 25      ^ 

Solid  system  30 

Ducts  30 
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Depreciation. 

{T0  iJU  Editor  of  Tki  Accountm$a.) 

Sir, — I  am  unwilling  to  intrude  myself  again  upon 
your  good  nature,  but  I  perceive  in  your  last  edition  a 
letter  from  Mr.  George  Swainson  in  which  he  unwittingly 
does  me  an  injustice.  I  have  always  contended 
strenuously  that  the  only  proper  person  to  allocate 
depreciation  upon  machmery  and  plant  is  an  expert 
engineer.  From  this  it  will  be  seen  that  I  am,  and 
always  have  been,  in  accord  with  Mr.  Swainson.  I  did 
not  think  it  necessary  to  put  letters  behind  my  name 
showing  my  qualifications  for  this  work,  but  when 
I  state  that  I  have  personally  valued  upwards  of 
fifty  millions  sterling  of  works,  plant,  and  machinery, 
Mr.  Swainson  will  doubtless  concede  that  I  do  not 
speak  without  having  had  some  experience  in  such 
matters.  I  regret  that  my  reply  to  Mr.  Swainson*s 
comments  were  somewhat  of  self-advertisement,  but  I 
think  all  will  admit  that  the  daily  practice  of  an 
ordinary  auctioneer  and  valuer  scarcely  qualifies  such 
an  one  to  express  an  opinion  upon  depreciation  upon 
costly  plant  and  machinery :  here,  again,  it  will  be  seen 
I  am  in  agreement  with  Mr.  Swainson. 

I  would  like  to  add,  with  your  permission,  that  no 
expert,  however  clever,  can  fix  a  rate  which  shall  last 
over  a  long  period  of  years,  and  the  more  expert  he  is, 
the  less  disposed  will  he  be  to  fix  a  lengthy  period. 

With  thanks  for  your  courtesy, 

I  am,  dear  Sir,  faithfully  yours, 

HY.  SHERLEY-PRICE,  M.I.Mech.E.,  M.I.E.E. 

London^  i^th  May  1907. 


P.C.A.  and  A.C.A. 

(To  tki  Editor  of  Tho  Accountant.) 
Sir, — With  regard  to  Mr.  Hamilton's  suggestion  at 
the  annual  meeting  of  the  Institute  that  the  F.C.A.  and 
A.C.A.  distinction  should  be  abolished,  and  your 
criticism  in  last  week's  Accountant,  I  notice  you  base 
your  argument,  quite  correctly,  on  the  financial  aspect. 

When  all  is  said,  the  whole  thing  resolves  itself  into 
a  question  whether  a  member  considers  it  worth  while 
paying  two  guineas  for  the  right  of  substituting  the 
letter  "  F"  for  the  letter  "  A  "  after  his  name  on  the 
rare  occasions  he  wishes  to  use  these  initials. 

The  Fellow  has  no  rights  which  the  Associate  has 
not  got,  and  the  1,591  Associates  in  practice  are  as  well 
equipped  professionally  as  the  841  Fellows. 


I  doubt  whether  the  Associates  in  practice  consider 
it  a  grievance  that  after  five  years  they  cannot  use  the 
(I  p  *'  without  paying  two  guineas  annually.  I  know  I 
don't,  because  under  the  present  regulations  it  confers 
no  distinction,  and  I  take  it  that  the  bulk  of  the  other 
Associates  think  likewise,  or  they  would  become 
Fellows. 

You  ask  what  gain  would  result  from  the  direct  loss 
of  ;f  1,500  on  the  abolition  of  the  "  Fellows  "  fees.  May 
I  ask  what  gain  results  from  the  collection  of  these 
fees? 

I  suppose  at  the  end  of  this  year  we  shall  have  an 
accumulated  fund  of  ;£'7o,ooo.  Is  it  necessary  to  go  on 
piling  it  up  at  the  rate  of  ;f 3,000  per  year  ?  Are  there 
any  circumstances  which  may  arise  in  the  future 
which  could  not  be  successfully  overcome  by  the 
application  of  the  proceeds  of  our  present  investments, 
amounting  to  ;£'23,ooo? 

If  it  is  desired  to  keep  the  letters  F.C.A.  and  A.C.A., 
let  them  be  kept,  but  let  the  A.C.A.,  on  the  comple- 
tion of  his  five    years  practice,  become    an    F.C.A. 

automatically. 

Yours  faithfully. 


C.  EDGAR  FINNEY, 


Liverpool,  i^th  May  1907. 


Income  Tax. 

{To  tki  Editor  of  Tki  Accotmtamt.) 
Sir, — I  cannot  help  thinking  that  your  correspon- 
dent Mr.  T.  Hallett  Fry  takes  a  rather  one-sided  view 
of  the  abolition  of  the  133rd  Section.  Like  a  good 
many  more  things  which  may  be  found  amongst  the 
Income  Tax  Acts  it  may  be  described  as  an  anomaly, 
but  I  suppose  on  account  of  its  being  in  favour  of  the 
taxpayer,  and  perhaps  little  understood  by  the  general 
public,  it  has  never  been  described  as  such.  Under  the 
operation  of  the  three  years'  average  it  is  difficult  to 
see  any  unfairness  in  the  trader  having,  so  to  speak,  to 
take  the  "  ups  and  downs  "  of  his  profits.  Of  course,  I 
am  not  forgetting  that  the  concession  was  adopted  to 
meet  the  case  of  a  falling  income ;  but  even  in  these 
bad  times  there  are  incomes  that  occasionally  increase, 
and  if  a  person  is  to  be  allowed  to  claim  a  re-adjust- 
ment of  his  assessment  when  his  profits  are  falling,  why 
should  he  not  be  called  on  to  submit  to  a  re-assessment 
when  they  are  rising?  Where  is  the  difference  in 
principle,  always  supposing  the  three  years'  average  to 
be  maintained  ? 
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It  is  interesting  to  notice  the  result  if  we  reverse 
Mr.  Fry*s  figures  as  given  in  his  example.  Say  the  tax- 
payer's profits  are  ;f  i,ooo,  ;f 3,000,  ;f 5,000,  and  ;f  10,000, 
for  four  years'  respectively.  The  average  return  for 
three  years  (leaving  out  the  fourth)  would  be  jf  3,000, 
and  on  this  assessment  the  trader  would  be  paying  tax 
at  the  time  when  his  current  profits  were  amounting  to 
;f  10,000  a  year. 

A  re-adjustment  of  his  assessment  would  result  in  an 
average  of  ;f6,ooo.  Now,  I  scarcely  think  that  Mr. 
Fry,  or  anyone  else,  would  advocate  that  tax  should  be 
paid  on  an  additional  ;£'3,ooo,  and  imless  it  can  be 
proved  that  diminishing  profits  never  recover  them- 
selves, I  fail  to  see  any  injustice  or  unfairness  in  the 
abolition  of  the  section  in  question. 

Yours  faithfully, 

SAMUEL   WM.  FLINT. 
London,  May  14//1  1907. 


Ensllsh  V.  American  Accountancy  Practice. 

{T0  tki  Editor  #/  TJu  Accountani.) 

Sir, — No  one  who  has  had  experience  of  the  asser- 
tiveness  of  the  American  press  will  attach  too  much 
importance  to  the  article  on  the  methods  of  the  English 
and  American  professional  accountants,  which  has 
appeared  in  the  New  York  Journal  of  Accountancy.  It  is 
a  matter  for  regret  that  a  professional  journal  should 
deem  it  necessary  to  make  such  presumptuous  claims 
on  behalf  of  the  accountants  in  a  particular  country. 
None  of  us,  I  suppose,  would  claim  to  be  perfect,  and 
it  may  well  be  that  an  occasional  study  of  American 
methods  will  give  us  information  of  value.  We,  in 
return,  will  willingly  give  them  the  benefit  of  our 
experience.  I  do  not  think  many  American  accoun- 
tants of  any  professional  standing  will  confirm  the  sug- 
gestion made  by  the  New  York  journal  of  the  inherent 
superiority  of  their  systems  of  bookkeeping  and  cost 
keeping.  Their  corporate  accounting  is  simply  in  a 
deplorable  state.  Scarcely  a  city  of  any  size  is  modem 
in  its  methods.  And  either  from  lack  of  accountancy 
or  lack  of  auditing,  it  is  notorious  that  the  failure  of 
banks  and  the  internal  corruption  in  insurance  offices 
have  long  been  a  disgrace  to  the  States.  Those  of  us 
who  have  bad  to  wade  through  a  Bank  Pass  Book  made 
up  by  an  American  bank,  and  who  have  noted  its 


average  untidiness  and  jumble  of  figures,  would  not 
have  any  other  thought  than  that  "order  is  not 
Heaven's  first  law  "  with  them.  And  those  who  have 
seen,  as  I  have  myself  more  than  once  in  recent  years, 
the  doors  of  banks  closed,  with  angry  depositors 
clamouring  round,  and  the  Comptrollers  of  the  State 
Audit  Department  engaged  for  weeks  getting  oat  a 
statement  of  the  position  which  should  (and  would  in 
England)  have  been  out  in  a  couple  of  days,  will  not 
want  to  hear  too  much  just  yet  of  the  superiority  of 
American  accountancy.  But  no  one  is  too  old,  or  need 
be,  to  learn.  And  I  agree  with  one  point  the  writer 
makes.  There  is  a  danger  lest  English  accountants 
should  attach  too  much  importance  to  detail,  which,  in 
itself,  is  not  of  service.  I  agree  that  in  any  large 
concern  the  audit  should  minimise  detail  checking. 
In  so  far  as  time  is  spent  on  ticking  every  item,  the 
audit  is  a  failure  in  method.  Proper  internal  balancing, 
due  separation  of  duties,  should  leave  the  auditor  time 
to  think  more,  not  about  what  is  in  the  books,  but  what 
is  not  in,  so  to  speak.  Errors  of  commission  are 
dangerous,  but  fraud  is  usually  an  act  of  omission 
somewhere. 

So,  too,  with  regard  to  Ledgers  for  purchases.  Few 
American  houses  of  any  size  use  them.  Payments  are 
posted  direct  to  the  Nominal  Accounts.  Outstandings 
are  added  at  balancing  periods  and  the  charge  for  the 
period  completed.  The  card  and  index  system  gives 
instant  reference  to  any  creditor's  account,  and  it  is  the 
invoices  themselves  which  are  to  hand  at  once.  I 
admire  the  facility  of  reference  and  the  absence  of 
useless  Ledgers.    Why  do  we  stick  to  tradition  so  ? 

In  England,  few  corporations  bother  with  a  Purchase 
Ledger.  Bolton,  for  instance,  has  large  trade  under- 
takings. Yet  there  is  no  Personal  Ledger  about  the 
place  for  purchases,  with  a  corresponding  saving  of 
labour. 

We  will  take  the  chiding  of  our  American  press 
friends  with  due  deference  and  a  large  "  trade  discount  '* ; 
and  while  admitting  ourselves  not  above  criticism,  we 
may  charitably  trust  that  they  will  not  suffer  through 
too  much  wisdom. 

Yours  truly, 

ALFRED  PILLING. 

Bolton,  May  i/^th  1907. 
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"A   Summary   of  the   Principal  Lesral   DecUioni 
Affecting:  Auditors." 


By  H.  G.  Cocke,  A.C.A. 


A  PAPER  read  before  the  Chartered  Accountant  Students 
Society  of  London  on  February  20th. 


The  importance  of  a  knowledge  of  the  decisions  wliich 
have  been  given  by  the  Courts  from  time  to  time  affecting 
auditors  is,  I  think,  beyond  question.  The  decisions  are 
obviously  of  no  little  importance  to  the  Auditor  himself— 
that  is,  to  the  Chartered  Accountant  in  practice — in  that 
they  define  his  position,  and,  in  some  degree,  lay  down  the 
extent  of  his  duties  and  of  his  liabilities. 

But  although  the  summary  of  these  decisions,  which 
forms  the  subject  of  this  paper,  may  not  be  without  some 
value  to  the  practitioner,  yet,  having  been  honoured  with 
an  invitation  to  read  a  paper  before  this  Society — the  Char- 
tered Accounitant  Students  Society  of  London — my  chief 
object  hias  been  to  select  a  subject  of  value  to  my  audience 
of  students,  rather  than  one  suitable  only  for  an  audience 
of  qualified  men. 

My  reasons  for  selecting  this  subject  as  one  likely  to  be 
of  practical  utility  to  my  audience  were  twofold.  In  the 
first  place,  it  will,  I  think,  be  admitted  that  it  is  veiy 
essential  that  every  candidate  sitting  down  to  answer  his 
Auditing  paper  at  the  Institute  Examinations — ^and 
especially  his  Final  Auditing  paper — should  be  familiar 
with  the  general  principles  underlying  the  most  important 
legal  decisions  affecting  auditors.  In  the  second  place, 
as  far  as  I  am  aware,  the  only  way  of  obtaining  this  know- 
ledge is  by  reading  through  lengthy  reports — some  per- 
haps covering  many  pages — of  the  various  cases;  and 
although  for  some  reasons  this  is  preferable  to  relying  on  a 
brief  summary  of  each  case,  such  as  I  shall  give,  the 
expenditure  of  time  required  to  do  this  is  very  considerable, 
with  a  result  that,  within  my  experience,  it  is  the  exception 
ratiher  than  the  rule  for  students  to  acquire  any  real  know- 
ledge of  these  cases  at  all. 

Before  proceeding  to  give  you  the  summary  of  these 
cases  which  I  have  prepared,  I  should  like  to  say  that  1 
shall  not  attempt  in  this  paper  to  in  any  way  discuss  the 
various  decisions,  nor  to  compare  them  inter  se.  This 
would  be  impossible  in  the  time  at  my  disposal.  I  shall 
simply  take,  in  order  of  date,  what  I  believe  to  be  the  most 
important  decisions  from  an  auditor^s  poiaX  of  view,  and. 
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after  briefly  citing  the  facts,  I  shall  read  any  quotations 
from  the  judgment  which  I  deem  of  special  importance. 


The  case  of  Let  v,  Neuchdtel  Asphalte  Co,,  Lim.  (Acci. 
L.R.  1889,  p.  26;  Dicksee's  "Auditing,"  6th  Edition, 
pp.  614-621). 

This  case  was  decided  in  the  Court  of  Appeal  on  the  9th 
of  February  1889,  when  it  was  held  that  a  company,  if 
allowed  by  its  articles  of  association,  may  provide  for  the 
distribution  of  profits  arrived  at  before  making  good  the 
depreciation  of  fixed  assets. 

Briefly,  the  facts  of  the  case  were  these  : — ^The  action*  was 
brought  by  a  Mr.  Lee,  on  behalf  of  himself  and  all  the 
ordinary  shareholders  of  the  NeuchAtel  Asphalte  Co.,  Lim., 
against  the  company  and  the  directors.  The  object  of  the 
acticm  was  to  restrain  the  payment  of  a  dividend  proposed 
to  be  declared,  because,  as  the  plai&tifi  contended,  proper 
provision  had  not  been  made  for  depreciation  in  respect  of 
the  wasting  nature  of  the  property.  The  assets  of  the  com- 
pany consisted  chiefly  of  a  concession  to  work  a  quarry, 
and  other  subsidiary  rights  taken  over  from  previously 
existing  companies,  for  which  fully-paid  shares  in  the 
respondent  company  had  been  allotted  in  paynient.  The 
accounts  for  the  year  ended  31st  December  1885  showed  an 
excess  of  receipts  over  expenditure  to  the  amount  of 
;f  17,140  13s.  ^.,  out  of  which,  after  setting  aside  a  sum  of 
;£  1,000,  in  partial  recoupment  of  a  sum  of  ;^8,ooo  paid  in 
1878  for  the  renewal  of  the  concession,  it  was  reccMomended 
by  the  directors,  axKl  resolved  by  a  majority  of  the  share- 
holders, that  a  dividend  on  the  preferred  shares  at  the  rate 
of  9s.  per  share  should  be  paid. 

The  Court  dismissed  the  appeal,  refusing  to  grant  an 
iojiinction  to  restraia  the  proposed  dividend  being  paid. 

Lord  Justioe  Cotton,  in  the  course  of  his  judgment,  said 
that  in  bis  opinion  *^  it  was  not  necessary  that  the  directors 
"  should  set  apart  each  year  a  sum  to  answer  the  supposed 
''annual  diminuftion  of  this  property  by  reason  of  its 
"wasting  nature,"  and  that,  "having  regard  to  the  nature 
"  and  constitution  of  this  mercantile  company,  he  was  not 

*  satisfied  that  a  proper  provision  had  not  been  made  for 
"depreciation  by  the  establishment  of  a  reserve  fund,  and 

*  considered  that  it  would  be  wrong  for  the  Court  to  inter- 
"fere  to  prevent  the  payment  of  the  proposed  dividend." 

Lord  Justice  Lindley,  in  the  course  of  his  judgment,  said, 
"  It  has  been  very  judiciously  and  properly  left  to  the  com- 
"mercial  world  to  settle  how  the  accounts  are  to  be  kept 
"  The  Acts  do  not  say  what  expenses  are  to  be  charged  to 
"Capital  Account  and  what  to  Revenue  Account.  Such 
"matters  were  left  to  the  shareholders ;  they  may  or  may 
"not  have  a  sinking  fund  or  depreciation  fund,  the  articles 
"may  or  may  not  contain  regulations  on  these  matters; 


^  if  they  do,  the  regulations  must  be  observed ;  if  they  do 
"  not,  the  shareholders  can  do  as  they  like,  so  long  as  they 
"do  not  misapply  their  capital.  In  this  case  one  of  the 
"  articles  provides  that  the  directors  shall  not  be  bound  to 
"  reserve  moneys  for  the  renewal  or  replacing  of  any  lease 
"or  of  the  company's  interest  in  any  property  or  con- 
"  cession."  .  .  .  "  But  if  a  company  is  formed  to  acquire 
"or  work  property  of  a  wasting  nature — e.g,,  a  mine, 
"quarry,  or  patent — ^the  capital  expended  in  acquiring  the 
"property  may  be  regarded  as  sunk  and  gone,  and  if  the 
"company  reitains  assets  sufficient  to  pay  its  debts,  any 
"excess  of  money  obtained  by  working  the  property  over 
"the  cost  of  working  it  may  be  divided  among  the  share- 
"  holders ;  and  this  is  true,  although  some  portion  of  the 
"property  itself  is  sold,  and  in  one  sense  the  capital  is 
"thereby  diminished.  If  it  be  said  that  such  a  :ourse 
"  involves  payment  of  dividends  out  of  capital,  the  answer 
"is  that  the  Acts  nowhere  prohibit  such  a  payment  as  is 
"here  supposed."  .  .  .  " In  the  present  case  the  articles 
"  say  there  need  be  no  sinking  fund ;  consequently,  capital 
"lost  need  not  be  replaced;  nor,  having  regard  to  these 
"  articles,  need  any  loss  of  capital  by  removal  of  bituminous 
"earth  appear  in  the  Profit  and  Loss  Account  of  the  work- 
"ing  of  the  company's  property." 

Lord  Justice  Lopes,  in  his  judgment,  referred  to  the 
article  providing  that  the  directors  should  not  be  bound  to 
reserve  moneys  for  the  renewal  or  replacing  of  any  lease 
or  of  the  couLpany 's  interest  in  any  property  or  concession, 
and  proceeded  :  — "  Unless  this  article  is  ultra  vires  no  ques- 
"tion  arises.  Is  the  article  ultra  vires?  1  know  of  no 
"obligation  imposed  by  law  or  statute  to  create  a  reserve 
"fund  out  of  revenue  to  recoup  the  wasting  nature  of 
"capital.  Subject  to  any  provision  to  the  contrary  con- 
"tained  in  the  articles,  I  believe  the  disposition  of  the 
"revenue  is  entirely  in  the  hands  and  under  the  control  of 
"the  company." 


The  case  of  Bolton  v.  The  Natal  Land  and  Colonisation 
Co.,  Lim.  (9a  L.T.  Rep.  109;  Dicksee's  "Auditing," 
6th  Edition,  pp.  621  and  623). 

This  case  was  decided  before  Mr.  Justice  Romer  in  the 
Chancery  Division  on  the  8th,  9th,  and  loth  of  December 
1891. 

In  1883  the  company  in  question,  under  peculiar  circum- 
stances, debited  their  Profit  and  Loss  Account  with 
;f  70,000  in  writing  off  a  certain  bad  debt,  and,  per  contra, 
credited  the  same  Profit  and  Ix>ss  Account  with  a  sum  of 
nearly  ;^7o,ooo  in  respect  of  an  increase  in  value  attributed 
to  their  lands  in  South  Africa  above  and  beyond  the  cost 
price  at  which  such  lands  previously  stood  in  the  books, 
the  result  being  to  make  the  profit  and  loss  practically 
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balance  each  other  upon  the  year's  accounts.  The  com- 
pany having  subsequently  earned  a  working  profit, 
declared  a  dividend  thereout,  in  respect  of  the  year  1885. 
Thereupon  the  plaintiff,  in  an  action  commenced  in  1886 
to  restrain  the  payment  of  such  dividend,  contended  that 
at  the  time  the  value  of  the  lands  was  written  up  in  1882 
they  were  valued,  and  now  stood,  at  an  amount  consider- 
ably exceeding  their  true  value,  and  that,  before  a  profit 
could  be  deemed  to  have  been  made  which  would  be  pro- 
perly available  for  the  payment  of  a  dividend,  the  lands  in 
question  must  be  written  down  to  their  true  value,  and  the 
difference  ddbited  to  Profit  and  Loss  Account  in  the  same 
way  as  the  supposed  increase  had  been  credited  to  Profit 
and  Loss  Account  for  the  year  1882. 

It  was  held  by  Mr.  Justice  Romer  that,  assuming  that  a 
part  of  the  capital  had  in  fact  been  lost,  and  not  subse 
quently  made  good,  no  sufficient  ground  was  theseby 
afforded  for  restraining  the  payment  of  the  dividend ;  that 
the  fact  of  the  company  having  written  up  the  value  of 
their  land  in  i88a,  and  credited  the  increase  to  the  profit 
of  that  year  in  the  manner  described,  did  not  place  them 
under  any  obligation  to  bring  into  account  in  every  subse- 
quent year  the  increase  or  decrease  in  the  value  of  their 
lands ;  and  that,  having  regard  to  the  case  of  Lee  v, 
Netuhdtel  Asphalte  Co..,  Lim.,  it  was  not  correct,  in 
estimating  the  profits  of  a  year,  to  take  into  account  the 
inowase  or  decrease  in  the  value  of  the  capital  assets  of 
the  company. 


The  case  of  Lubbock  v.  The  British  Bank  of  South 
America,  Lim,  (Acct.  L.R.  1892,  p.  56 ;  Dicksee's 
"Auditing,"  6th  Edition,  pp.  622-624). 

This  case  was  decided  before  Mr.  Justice  Chitty,  in  the 
Chancery  Division,  on  ist  April  1892,  when  it  was  held 
that  if  a  company^s  articles  of  association  so  provide  a 
profit  made  on  the  sale  of  a  part  of  the  undertaking  is 
available  for  dividend. 

The  case  was  a  motion  by  the  plaintiff  on  behalf  of  him- 
self and  all  the  other  shareholders  of  the  defendant  com- 
pany to  restrain  the  company  from  acting  upon  or  carrying 
into  effect  a  resolution  passed  by  the  directors  of  the  com- 
pany placing  a  sum  of  ;f  205,000  to  the  credit  of  the  Profit 
and  Loss  Account,  and  from  dealing  with  or  distributing 
the  same  as  if  it  were  the  income  of  the  company.  The 
£20SyQoo  in  question  was  a  realised  profit  made  by  the 
company  on  the  sale  of  a  part  of  its  undertaking  to  another 
soncem.  The  action  was  a  friendly  one,  both  parties 
being  desirous  of  obtaining  the  opinion  of  the  Court. 

It  was  held  by  Mr.  Justice  Chitty  that  the  ;f  205,000  was 
plainly  profit  on  capital,  and  not  part  of  the  capital  itself, 
for  that  sum  was  the  surplus  ascertained  on  the  assets' 


side  after  the  liabilities  and  capital  were  placed  on  one 
side  of  the  account  and  the  assets  on  the  other.  Under 
the  articles  of  the  company  the  directors  were  justified  in 
cariying  over  the  ;^205,ooo  to  a  Profit  and  Ix>ss  Account, 
and  having  appropriated  to  the  reserve  fund  so  much  of 
the  sum  as  they  thought  fit  they  could  distribute  the 
remainder  as  dividends  after  an  ordinary  meeting  called  in 
pursuance  of  the  articles  had  passed  the  requisite 
resolution. 


The  case  of  Verner  v.  The  General  and  Commercial  Invest- 
ment Trust,  Lim.  (Times,  8th  April  1894.  Dicksee's 
"Auditing,"  6th  Edition,  pp.  627-632). 

This  case  was  decided  in  the  Court  of  Appeal  on  the 
7th  April  1894.  The  decision  was  to  the  effect  that  an 
injunction  to  restrain  a  company  from  paying  a  proposed 
dividend  out  of  current  profits,  on  the  ground  that  the 
capital  of  the  company  is  not  intact,  must  be  refused  if 
the  company  is  solvent  and  is  acting  within  its  articles. 

The  facts  were  these: — Mr.  William  Henry  Verner,  on 
behalf  of  himself  and  all  other  stockholders  of  the 
defendant  company,  other  than  the  directors,  sought  an 
injunction  restraining  the  defendants  from  declaring  and 
distributing  any  dividend  in  respect  of  the  financial  year 
terminating  on  February  28th  1894.  The  company's  share 
capital  amounted  to  ;^6oo,ooo,  all  of  whidi  had  been 
received  in  cash.  It  had  also  received  jf 300,000  as  a  result 
of  an  issue  of  debentture  stock  to  that  amount.  There  had 
thus  come  to  the  hands  of  the  company  ;f  900,000,  which  had 
been  invested  in  various  securities  authorised  by  the  memo- 
randum of  association.  The  present  market  value  of  such 
investments  was  only  ;^654,776,  showing  a  depreciation  of 
over  ;£24o,ooo,  of  which  it  was  contended  ;f7S,ooo  was 
hopelessly  lost.  Apart  from  this  there  was  an  excess  of 
Income  over  expenditure  amounting  to  ;f  23,000.  The  ques- 
tion for  the  Court  was  whether,  there  being  a  loss  of 
capital  to  the  amount  of  ;^75>ooo,  and  an  excess  of  income 
over  expenditure  of  ;^23,ooo,  a  dividend  could  lawfully  be 
declared  and  paid. 

Lord  Justice  Lindley  delivered  the  judgment  of  himself 
and  Lord  Justice  A.  L.  Smith.  He  said  : — **  The  broad  ques- 
"tion  raised  by  this  appeal  is  whether  a  limited  company 
"  which  has  lost  part  of  its  capital  can  lawfully  declare  or 
"pay  a  dividend  without  first  making  good  the  capital 
"which  has  been  lost.  I  have  no  doubt  it  can — ^that  is  to 
"say,  there  is  no  law  which  prevents  it  in  all  cases  and 
"  under  all  circumstances.  Such  a  proceeding  may  some- 
"  times  be  very  imprudent,  but  a  proceeding  may  be 
"perfectly  legal  and  may  yet  be  opposed  to  sound  com- 
"mercial  principles.  We,  however,  have  only  to  deal  with 
"  the  legality  or  illegality  of  what  is  complained  of."  .   .    . 
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**  It  is  plain  tbat  there  is  nothing  in  the  memorandum  and 
"articles  which  zequiies  lost  capital  to  be  made  good 
"before  dividends  can  be  declared.  On  the  contrary,  they 
"  are  so  framed  as  to  authorise  the  sinking  of  capital  in  the 
"purchase  of  ^)eculative  stocks,  funds  and  securities,  and 
"tJje  payment  of  dividends  out  of  whatever  interests,  divi- 
"  dends,  or  other  income  such  stocks,  funds,  and  securities 
"yield,  although  some  of  them  aie  hopelessly  bad,  and  the 
"capital  sunk  in  obtaining  them  is  lost  beyond  recovery. 
"There  is  no  suggestion  of  any  improper  juggling  with 
"  the  accounts,  and  there  is  no  payment  of  dividend  out  of 
"  capital.  There  is  no  insolvency,  and  we  have  not  to  deal 
"  with  a  petition  to  wind  up.  Some  capital  is  lost,  but  that 
"is  all  that  can  be  truly  said,  and  that  is  not  enough  to 
"justify  such  an  injunction  as  is  sought.  The  appeal  is 
"dismissed." 


The  case  of  Wilmer  v.  M'Namara  6*  Co.,  Lim.  (39  S.J. 
450;  and  Dicksee's  "Auditing,"  6th  Edition, 
pp.  632-634). 

This  case  was  decided  before  Mr.  Justice  Stirling,  in 
the  Chancery  Division,  on  the  a6th  April  1895. 

This  was  a  motion  on  behalf  of  the  ordinary  shareholders 
of  the  defendant  company  asking  for  an  injunction  to 
restrain  the  directors  from  acting  upon  a  resolution  passed 
at  a  general  meeting  of  the  company  that  a  sum  of 
j^5,8i6  I2S.  6d.  should  be  applied  in  payment  of  a  divi- 
dend to  the  preference  shareholders,  and  also  from 
declaring  and  paying  any  dividend  for  the  year  ending 
30th  June  1894.  The  real  object  of  the  action,  which  was 
a  friendly  one,  was  to  ascertain  whether  or  not  the  divi- 
dend in  question  could  be  lawfully  paid,  in  view  of  the 
fact  that  a  valuation  made  of  the  company's  assets  showed 
a  figure  very  much  below  the  amoimt  at  which  the  assets 
stood  in  the  books.  The  company's  business  was  that  of 
general  carriers  of  mails,  parcels,  goods,  &c.,  and  tiie 
assets  consisted  of  goodwill,  leasehold  premises,  horses, 
vans,  plant,  &c. 

Mr.  Justice  Stirling,  in  the  course  of  his  judgment,  said : 
"It  is  necessary  to  consider  whether  the  depreciation  in 
"  goodwill  and  leaseholds  is  to  be  treated  as  loss  of  '  fixed ' 
••  capital  or  of  '  floating  *  or  *  circulating '  capital,  and  on 
"  this  point  I  am  of  opinion  that  it  is  to  be  treated  as  loss 
"  of  '  fixed '  capital.  ...  I  think  that  the  Balance 
"Sheet  cannot  be  impeached  simply  because  it  does  not 
"charge  anything  against  revenue  in  respect  of  goodwill. 
"  I  feel  much  more  doubt  whether  ;^2oo  is  a  sufficient  sum 
"to  allow  in  respect  of  depreciation  of  leaseholds,  but  1 
"do  not  think  under  the  circumstances  that  a  case  has 
"  been  made  out  for  an  injunction,  and  the  motion  must  be 
"refused." 


The  case  of  the  London  and  General  Bank,  Lim.  (Acct, 
L.R.  1895,  P»  7a,  and  Acci.  L.R.  1895,  p.  173; 
Dicksee's  "Auditing,"  6th  Edition,  pp.  634-668). 

This  case  was  decided  in  the  Court  of  Appeal  On  the 
30th  April  1895  and  on  the  6th  August  1895.  Briefly,  it 
may  be  said  that  two  points  were  decided.  In  the  first 
place  it  was  held  that  the  auditor  of  a  company,  registered 
under  the  Companies  Act,  1879,  is  an  "officer"  of  that 
company  within  the  meaning  of  Section  10 — ^the  "mis- 
feasance" section — of  the  Companies  (Winding-up)  Act, 
1890.  Secondly,  this  case  decided  that  an  auditor  is  guilty 
of  misfeasance  who,  when  dissatisfied  with  the  accounts  of 
a  company,  does  not  plainly  draw  attention  to  the  grounds 
for  his  dissatisfaction  in  his  certificate.  As  to  the  second 
point  decided,  I  quote  the  following  extracts  from  the 
judgment  of  Lord  Justice  Lindley : — "It  is  is^ossible  to 
"read  Section  7  of  the  Companies  Act,  1879,  without  being 
"struck  with  the  importance  of  the  enactment  that  the 
"  auditors  are  to  be  appointed  by  the  shareholders,  and  are 
"to  report  to  them  directly,  and  not  to,  or  through,  the 
"directors.  The  object  of  this  enactment  is  obvious.  It 
"evidently  is  to  secure  to  the  shareholders  independent 
"and  reliable  information  respecting  the  true  financial 
"position  of  the  company  at  the  date  of  the  audit.  .  .  . 
"  It  is  no  part  of  an  auditor's  duty  to  give  advice  either  to 
"  directors  or  shareholders  as  to  what  they  ought  to  do.  An 
"auditor  has  nothing  to  do  with  the  prudence  or 
"imprudence  of  making  loans  with  or  without  security.  It 
"is  nothing  to  him  whether  the  business  of  a  company  is 
"being  conducted  prudently  or  imprudently,  profitably  or 
"  unprofitably ;  it  is  nothing  to  him  whether  dividends  are 
"properly  or  improperly  declared,  provided  he  discharges 
"his  own  duty  to  the  shareholders.  His  business  is  to 
*"  ascertain  and  state  the  true  financial  position  of  the  com- 
"pany  at  the  time  of  the  audit,  and  his  duty  is  confined  to 
"that.  But  then  comes  the  question.  How  is  he  to  ascer- 
"tain  such  position?  The  answer  is,  By  examining  the 
"books  of  the  company.  But  he  does  not  discharge  his 
"duty  by  doing  this  withouit  inquiry  and  without  taking 
"any  trouble  to  see  that  the  books  of  the  company  them- 
"  selves  show  the  company's  true  position.  He  must  take 
"  reasonable  care  to  ascertain  that  they  do.  Unless  he  does 
"  this  his  duty  will  be  worse  than  a  farce.  .  .  .  Such  I 
"take  to  be  the  duty  of  an  auditor;  he  must  be  honest — 
"that  is,  he  must  not  certify  what  he  does  not  believe  to 
'  be  true,  and  he  must  take  reasonable  care  and  skill  before 
'^  he  believes  what  he  certifies  is  true.  What  is  reasonable 
''care  in  any  particular  case  must  depend  upon  the  circum- 
"  stances  of  that  case.  .  .  .  Mr.  Theobald's  evidence  " 
[It  should  be  stated  here  that  Mr.  Theobald  was  one  of 
the  auditors  of  the  bank.]  "satisfies  me  that  he  took  the 
"same  view  as  myself  of  his  duty  in  investigating  t^^ 
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"company's  books  and  preparing  his  Balance  Sheet.  He 
"did  not  content  himself  with  making  his  Balance  Sheet 
"  from  Uie  books  without  troubling  himself  about  the  truth 
"of  whait  they  showed.  ...  I  see  no  trace  whatever  of 
"  any  failure  by  him  in  the  performance  of  this  part  of  his 
"  duty.  It  is  satisfactory  to  find  that  the  legal  standard  of 
"dttty  is  not  too  high  for  business  purposes  and  is  recog- 
"nised  as  correct  by  business  men.  .  .  .  The  Balance 
"Sheet  and  certificate  of  February  1892 — .that  is,  for  the 
"year  1891 — ^was  accompanied  by  a  report  to  the  directors 
"of  the  bank.  Taking  the  Balance  Sheet,  the  certificate, 
"and  report  togetlher,  Mr.  Theobald  stated  to  the  directors 
"  the  true  financial  position  of  the  bonk,  and  if  this  report 
"had  been  laid  before  the  shareholders  Mr.  Theobald 
"would  have  completely  discharged  his  duty  to  them. 
"Unfortunately,  however,  this  report  was  not  laid  before 
"the  shareholders,  and  it  becomes  necessary  to  consider 
"the  legal  consequences  to  Mr.  Theobald  of  this  circum- 
"  stance.  A  person  whose  duty  it  is  to  convey  information 
"to  others  does  not  discharge  that  duty  by  simply  giving 
"them  so  much  information  as  is  calculated  to  induce 
"  them  to  ask  for  more.  Information  and  means  of  informa- 
"tion  are  by  no  means  equivalent  terms.  ...  In  this 
"  case  I  have  no  hesitation  in  saying  that  Mr.  Theobald  did 
"  fail  to  discharge  his  duty  to  the  shareholders  in  certifying 
"and  laying  before  them  the  Balance  Sheet  of  February 
"  1892  without  any  reference  to  the  report  which  he  laid 
"before  the  directors,  and  with  no  other  warning  than  is 
"  conveyed  by  the  words  '  The  value  of  the  assets  as  shown 
" '  upon  the  Balance  Sheet  is  dependent  upon  realisa- 
"'tion.*  .  .  .  It  is  a  mere  truism  to  say  that  the  value 
"of  loons  and  securities  depends  upon  their  realisation. 
"We  are  told  that  a  statement  to  that  effect  is  so  unusual 
"  that  the  mere  presence  of  those  words  is  enough  to  excite 
"  9uspicio(n.  But,  as  already  stated,  the  duty  of  an  auditor 
"is  to  convey  information,  not  to  arouse  inquiry.  .  .  . 
"The  Balance  Sheet  and  Profit  and  Loss  Account  were 
"true  and  conect  in  this  atdnse,  that  they  were  in  accord- 
"  ance  with  the  books.  But  they  were,  nevertheless,  entirely 
"misleading,  and  misrepresented  the  real  position  of  the 
"company.  Under  these  circumstances,  I  am  compelled 
"  to  hold  that  Mr.  Theobald  failed  to  discharge  his  duty  to 
"the  shareholders  with  respect  to  the  Balance  Sheet  and 
"certificate  of  February  1892.  Possibly  he  did  not  realise 
"  the  extent  of  his  duty  to  the  shareholders  as  distinguished 
"from  the  directors,  and  he,  unfortunately,  consented  to 
"  leave  the  chairman  to  explain  the  true  state  of  the  com- 
"pany  to  the  shareholders  instead  of  doing  30  himself. 
"  The  fact,  however,  remains,  and  cannot  be  got  over,  that 
"  the  Balance  Sheet  and  certificate  of  February  1892  did  not 
"show  the  true  position  of  the  company  at  the  end  of  1891, 
"  and  that  this  was  owing  to  the  omission  by  the  auditor  to 


"lay  before  the  shareholders  material  information  which  be 
"  had  obtained  in  the  course  of  his  employment  as  auditor 
"of  the  company,  and  to  which  he  called  the  attention  of 
"the  directors." 


The  case  of  The  Kings/on  Cotton  Mill  Co.^  Urn.  (Tima, 
23rd  November  1895 ;  Acct,  L.R.  1896,  p.  77 ; 
Dicksee's  "Auditing,"  6th  Edition,  pp.  668-675). 

This  case  was  decided  by  the  Court  of  Appeal  on 
November  22nd  1895  and  on  May  19th  1896. 

It  confirmed  the  decision  arrived  at  in  the  case  of  the 
London  and  General  Bank,  that  on  auditor  is  an  officer  of  a 
company  if  appointed  under  a  normal  set  of  articles.  Here 
the  company  was  an  ordinary  joint-stock  company  ;  in  the 
London  and  General  Bank  case  the  company  was  a  banking 
one  registered  under  the  Companies  Act,  1879. 

It  was  further  held  that  in  the  absence  of  suspicious 
circumstances  an  auditor  is  not  guilty  of  negligence  who 
relies  upon  the  statements  made  by  trusted  officers  of  that 
company. 

As  regards  this  last  decided  point,  the  following  extracts 
from  the  judgment  sufficiently  explain  the  facts. 

Lord  Justice  Lindley  said: — "The  circumstances  are  as 
"  follows  :  For  several  years  frauds  were  committed  by  the 
"manager,  who,  in  order  to  bolster  up  the  company  and 
"make  it  appear  to  look  flourishing  when  it  was  the 
"reverse,  deliberately  exaggerated  both  the  quantities  and 
"values  of  the  cotton  and  yarn  in  die  company's  mills. 
"He  did  this  at  the  ends  of  the  years  1890,  1891,  1892,  and 
"  1893.  .  .  .  The  Balance  Sheets  of  each  year  contained 
"oh  the  assets^  side  entries  of  the  values  of  the  stock-in- 
"  trade  at  the  end  of  the  year,  and  these  entries  were  stated 
"*as  per  manager's  certificate.'  .  .  .  The  auditors  did 
"not  profess  to  guarantee  the  correctness  of  this  item — 
*  Stock-in-trade.  They  assumed  no  responsibility  for  it- 
"They  took  the  item  from  the  manager,  and  the  entry  in 
"  the  Balance  Sheet  showed  that  they  did  so.  I  confess  T 
"cannot  see  that  their  omission  to  check  his  returns  was 
"  a  breach  of  their  duty  to  the  company.  It  is  no  part  of 
"  an  auditor's  duty  to  take  stock.  No  one  contends  that  it  is. 
"  He  must  rely  upon  other  people  for  details  of  the  stock- 
" in-trade  in  hand.  .  .  .  But,  although  it  is  no  doubt  true 
"that  such  a  process  might  have  been  gone  through,  and 
"that,  if  gone  through,  the  fraud  would  have  been  dis- 
"  covered,  can  it  truly  be  said  that  the  auditors  were  want- 
"ing  in  reasonable  care  in  not  thinking  it  necessary  to  test 
"the  managing  director's  returns.  I  cannot  bring  myself 
"to  think  that  they  were,  nor  do  I  think  that  any  jury  of 
"business  men  would  take  a  different  view.  The  auditor's 
"duty  is  not  so  onerous  as  the  learned  Judge  "  (the  Judge 
in  the  Court  below)  "has  held  it  to  be.  The  order  appealed 
"from  mflist  be  discharged  with  costs." 
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Lord  Justice  Lopes,  in  the  course  of  his  judgment,  spoke 
as  follows  : — "It  is  the  duty  of  an  auditor  to  bring  to  bear 
"upon  bhe  work  he  has  to  perform  that  skill,  care,  and 
"caution  which  a  reasonably  competent,  careful,  and 
"cautious  auditor  would  use.  What  is  reasonable  skill, 
"  care,  and  caution  must  depend  upon  the  circumstances  of 
"  each  case.  An  auditor  is  not  bound  to  be  a  detective,  or, 
"  as  was  said,  to  approach  his  work  with  suspicion  or  with 
"  a  foregone  conclusion  that  there  is  something  wrong.  He 
"is  a  watch-dog,  but  not  a  bloodhound.  He  is  justified  in 
"believing  tried  servants  of  the  company  in  whom  con- 
"fidence  is  placed  by  the  company.  He  is  entitled  to 
"  assume  that  tfaey  are  honest  and  to  rely  upon  their  repre- 
"sentations,  provided  he  takes  reasonable  care.  If  there 
"is  anything  calculated  to  excite  suspicion  be  should 
"probe  it  to  the  bottom,  but  in  the  absence  of  anything 
"of  that  kind  he  is  only  bound  to  be  reasonably  careful 
"  and  cautious.  .  .  .  The  duties  of  auditors  miust  not  be 
"rendered  too  onerous.  Their  work  is  responsible  and 
"  laborious,  and  the  remuneration  moderate.  I  should  be 
"  sorry  to  see  the  liabilities  of  auditors  extended  any  further 
"than  in  Re  London  and  General  Bank.  Indeed,  I  only 
"  assented  to  that  decision  on  account  of  the  inconsistency 
"  of  the  statement  made  to  the  directors  with  the  Balance 
"  Sheet  certified  by  the  auditors  and  presented  to  the  share- 
"  holders.  This  satisfied  my  mind  that  the  auditors 
"  deliberately  concealed  that  from  the  shareholders  which 
"they  had  communicated  to  the  directors.  It  would  be 
"difficult  to  say  that  this  was  not  a  breach  of  duty. 
''Auditors  must  not  be  made  liable  for  not  tracking  out 
"  ingenious  and  carefully  laid  schemes  of  fraud,  when  there 
*'is  nothing  to  arouse  their  suspicion  and  when  those 
''frauds  are  perpetrated  by  tried  servants  of  the  company 
"  and  are  undetected  for  years  by  the  directors.  So  to  hold 
"  would  be  to  make  the  position  of  an  auditor  intolerable." 


The  case  of  The  Western  Counties  Steam  Bakeries  and 
Milling  Co.,  Lim,  {Times,  12th  March  1897; 
Dicksee^s  "Auditing."  6th  Edition,  pp.  675-678). 

This  case  was  decided  by  the  Court  of  Appeal  on 
March  nth  1897. 

It  further  dealt  with  the  question  as  to  whether  an 
auilitor  is  in  all  cases  an  officer  of  the  company,  and  it  was 
held  that  an  accountant  who  certifies  the  accounts  of  a 
comfpany  as  auditor,  but  who  has  never  been  properly 
appointed  as  auditor,  is  not  an  officer  of  that  company. 

Lord  Justice  Lindley  said: — "If  all  persons  who  did 
"auditor's  work  for  a  company  were  officers  of  the  com- 
"  pany,  the  case  would  be  easy ;  but  no  decision  has  yet 
"gone  this  length.  An  auditor  may  or  may  not  be  an 
"officer  of  a  company.     So  may   anybody   else — e.^.,  a 


"banker  or  solicitor.  Primd  facie  such  persons  are  not 
"  officers.  To  be  an  officer  there  must  be  an  office,  and  an 
"  office  imports  a  recognised  position  with  rights  and  duties 
"  annexed  to  it,  and  it  would  be  an  abuse  of  words  to  call 
"  a  person  an  officer  who  fills  no  position  either  de  jure  or 
"  dt  factOy  but  who  happens  to  do  some  of  the  work  which 
"he  would  have  to  do  if  be  were  an  officer  in  the  proper 
"sense  of  the  word.  Messrs.  Parsons  and  Robjent  per- 
"  formed  the  duties  which  an  auditor  would  have  had  to 
"perform.  They  were  simply  accountants  called  in  by  the 
"  directors  to  do  a  piece  of  work,  and  they  never  were,  and 
"  never  pretended  to  be,  or  acted  as  if  they  were,  anything 
"else.  In  my  opinion  the  decisions  in  the  cases  of  the 
^London  and  General  Bank  and  the  Kingston  Cotton  Mills 
*^  Company  decided  two  points  only — viz.,  first,  that 
"  auditors  might  be  officers  within  Section  10  of  the  Com- 
"panies  (Winding-up)  Act,  1890,  a  proposition  which  in 
"  the  first  case  was  very  stoutly  disputed ;  and,  secondly, 
"that  the  auditors  in  those  cases  were  officers  of  the 
"companies  then  in  question." 


The  case  of  Cox  v.  The  Edinburgh  and  District  Tramways 
Co,,  Lim,  {Glasgow  Herald,  17th  June  1898; 
Dicksee's  "Auditing,"  6th  Edition,  pp.  686-690). 

This  Scottish  case  was  decided  in  the  Outer  House  of 
the  Court  of  Session  on  June  i6th  1898.  It  was  held  that 
when  a  tramway  company  alters  its  system  from  horse 
traction  to  cable  traction  nothing  need  be  written  off 
Capital  Account  before  paying  dividends  out  of  current 
profits. 

The  following  extracts  from  the  judgment  of  Lord 
Kyllachy  are  not  without  interest: — "This  is  an  action 
"brought  by  a  shareholder  of  the  Edinbuigh  Tramways 
"  Company  by  which  he  seeks  to  restrain  the  respondents 
"from  paying  a  certain  dividend  for  the  first  half  of  the 
"current  year  1898,  or  at  least  from  paying  that  dividend 
"until  provision  is  made  for  a  certain  loss,  which,  it  is 
"  stated,  has  arisen,  or  is  about  to  arise,  upon  the  realisa- 
"  tion  of  the  existing  stock  of  horses  and  cars  belonging  to 
"  the  company.  ...  It  does  not  appear  to  me  that  we 
"  have  here  to  deal  with  anything  which  can  be  considered 
"  as  in  any  real  sense  a  loss  or  depreciation,  actual  or  pro- 
"spective,  of  the  respondents*  assets.  The  selling  off  of 
"their  horses  and  cars  is,  or  will  be,  a  voluntary  act  on 
"  the  part  of  the  company.  It  is  part  of  a  scheme  or  trans- 
"  action  upon  which  the  company  has  embarked  pre- 
"  sumably  for  the  benefit  and  not  for  the  detriment  of  their 
"  undertaking,  and  if  such  sdieme  or  transaction  involves, 
"  by  reason  of  enforced  sale  or  otherwise,  a  sacrifice  in  one 
"  direction,  such  sacrifice  will  at  least  presumably  be  com 
"  pensated  by  a  corresponding  gain  in  some  other  directic 
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"...  Few  things  are,  I  should  think,  more  common  in 
"  ordinary  business  than  operations  of  the  kind  with  which 
"we  are  here  concerned.  A  merchant  or  manufacturer 
"desires  to  enlarge  his  premises,  satisfied  that  it  will  pay 
"him  to  do  so.  He  accordingly  pulls  down  old  buildings 
"which  have  a  certain  value,  and  he  replaces  them  by 
"others  at  perhaps  great  cost.  .There  is  thus,  of  course,  in 
"a  sense.  IJhe  sacrifice  of  a  permanent  asset,  and  it  may 
"  quite  well  happen  that  the  new  buildings  if  put  into  the 
"  market  would  not  fetch  a  sum  equal  to  the  value  of  the 
"old  buildangs  plus  the  cost  of  the  new.  But  for  the  pur- 
"  poses  of  the  trader's  business  the  result  may  be  entirely 
"  the  other  way,  and  the  presimiption  is  that  the  trader  is 
"satisfied  that  it  is  so.  If  be  be  so  satisfied  he  will  cer- 
"  tainly  not  consider  that  he  has  sustained  a  loss  of  capital, 
"or  feel  bound  to  carry  the  cost  of  the  old  building  to  the 
"debit  of  his  Profit  and  Loss  Account  for  the  year.  So, 
"also,  when  a  railway  company,  as  sometimes  happens, 
"alters  its  gauge,  or  substitutes,  say,  steel  for  iron  rails. 
"The  operation  necessarily  involves  a  sacrifice  of  old 
"material.  But  the  assumption  always  is  that  the  opera- 
"tion  as  a  whole  enhances  the  value  of  the  concern  or 
"undertaking.  And  although  it  may  be  a  prudent  and 
"proper  thing  to  provide  for  the  recurrence  of  such 
"  expenditure,  and  to  set  up  a  renewal  fund,  that  is  a  ques- 
"tion  which  the  trader  considers  for  himself,  and  one  as 
"to  which,  even  in  the  case  of  limited  companies,  Courts 
"of  law  are  not  accustomed  to  interfere.  On  the  whole 
"matter  I  am  of  opinion  that  the  complainer  has  stated  no 
"relevant  case  for  interfering  with  the  proposed  dividend." 


The  case  of  the  Irish  Woollen  Company^  Lim,  v.  Tyson 
and  others  (Acct.  L.R.  1900,  p.  13;  Dicksee*s 
"Auditing,*'  6th  Edition,  pp.  706-717). 

This  case  was  decided  in  the  Irish  Court  of  Appeal  on 
the  20th  January  1900. 

The  facts  were  these: — The  auditor  of  the  Irish  Woollen 
Company— one  of  the  defendants — was  sought  to  be  made 
liable  for  dividends  paid  out  of  capital  because  (1)  no  pro- 
vision had  been  made  for  discoimts  to  be  allowed  to  sundry 
debtors  in  the  event  of  the  debts  being  received  by  the 
company  within  the  period  of  credit  allowed,  (2)  the  pro- 
vision for  bad  debts  was  insufficient,  (3)  the  sundry 
creditors  were  understated.  The  auditor  in  this  case  was 
to  perform  a  monthly  audit.  As  regards  (1)  it  was  held  to 
be  uimecessary  to  provide  for  discounts  off  sundry  debtors, 
and  that  it  was  right  to  insert  the  sundry  debtors  in  the 
Balance  Sheet  "  gross,"  and  to  bring  the  discount,  when  it 
was  allowed,  to  the  Profit  and  Loss  Account.  Lord  Justice 
Holmes  remarked  that  this  seemed  to  be  in  accordance 
with  common  sense. 


As  regards  (2)  above,  it  was  said  in  judgment : — ^"Aa  to 
"the  provision  for  the  *bad  debts,'  if  there  is  any  one 
"thing  upon  which  an  auditor  is  dependent  upon  the 
"officers  it  is  the  writing  off,  or  the  miaking  of  a  pro- 
"spective  allowance  for,  bad  debts.  He  has  no  personal 
"knowledge  of  the  customers,  and  Mr.  Kevans"  (Mr. 
Kevans  was  the  auditor  in  question)  "seems  to  have  taken 
"particular  attention  in  reference  to  this.  He  said  *  he  had 
"  *  some  special  knowledge  of  the  sub}ect,  and  that  he  saw 
" '  all  ascertained  bad  debts  duly  written  off,  and  that  there 
" '  was  a  fund  amounting  to  ;f  500  as  a  provision  therefor.' 
"  For  the  foregoing  reasons  there  is  no  ground  for  allying 
"  negligence  against  Mr.  Kevans  on  the  '  assets  side '  of  the 
"Balance  Sheet.  As  far  as  this  portion  is  concerned,  I 
"think  the  Balance  Sheets  were  properly  and  carefnlly 
"prepared,  and  there  was  nothing  dishonest  or  negligent 
"  on  the  part  of  anyone ;  but  if  there  were,  it  was  not  on  the 
"  part  of  Mr.  Kevans  or  of  his  representative."  As  regards 
(3) — ^namely,  the  understatement  of  creditors,  it  was  held 
that  the  auditor  was  guilty  of  negligence.  The  judgment  of 
Lord  Justice  Holmes  on  this  point  was  as  follows :  — "  Now, 
"  dealing  with  the  *  sundry  creditors  * ;  here  evidently 
"  there  is  a  fraud,  and  a  curious  thing  is  that  no  one  seemed 
"to  have  derived  any  benefit  from  the  fraud.  The 
"creditors*  accounts  in  the  Ledger  did  not  show  all  the 
"goods  purchased  up  to  the  time  of  the  audit,  nor  could 
"  the  auditor  discover  the  omissions  on  account  of  many  of 
"  the  invoices  being  either  '  suppressed '  or  not  put  into  the 
"book  until  at  a  later  date— a  process  described  as 
" '  carrying  over.'  It  seems  strange  that  a  system  of  fraud 
"so  long  continued,  and  for  so  extensive  a  period,  was 
**  never  detected  by  the  auditor.  Once  or  twice  he  noticed 
"  something,  and  the  explanation  that  was  given  was  '  that 
"the  goods  were  not  taken  into  stock.'  The  question  is, 
^  yfzA  it  negligent  not  to  have  seen  this?  There  is  no  doubt 
"that  both  the  suppression  and  carrying  over  of  invoices 
"would  have  been  detected  if  the  auditor  had  called  for  the 
"creditors'  statements  of  accounts  upon  which  payment 
"was  ordered,  and  compared  them  with  the  Ledger.  I 
"should  have  thought  that  this  was  part  of  the  auditor's 
"  duty  for  many  reasons  ;  but  all  the  accountants  examined, 
"except  Mr.  Southwoith,  stated  that  this  course  is  neT«r 
"  taken  unless  there  is  something  to  arouse  suspicion.  Mr. 
"  Pixley,  the  eminent  London  accountant,  says  it  could  not 
"  well  be  done  except  in  the  case  of  a  very  small  concern. 
^  In  the  face  of  such  evidence  I  should  not  leave  myself  at 
"liberty  to  hold  that  Mr.  Kevan's  assistants  were  guilty 
"  of  negligence  in  not  looking  at  these  statements  of  account 
"if  they  were  engaged  in  an  ordinary  audit.  Little  time 
"  is  allowed  for  doing  so ;  but  in  this  case  there  was  this 
"system  of  monthly  checking.  I  am  unable  to  conceive 
"how,  if  there  was  nothing  wrong  about  this  monthly 
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"checking,  it  did  not  lead  at  an  early  period  to  the  detec- 
"tion  of  the  frauds  in  this  Ledger.  Mr.  Kevans  ought  to 
"have  found  out,  by  the  accounts,  the  payments  that  were 
"made-^nd  no  better  means  could  be  adopted  than  that 
"of  a  comparison  with  the  statement  of  accounts.  It  ought 
"  to  have  been  done  in  some  way,  and,  if  it  had,  detection 
"would  have  been  certain.  I  do  not  base  my  decision  on 
"  this  alone ;  apart  altogether  from  the  statements  of 
"  account  and  the  monthly  check,  I  do  not  understand  how 
"the  carrying  over  of  the  invoices  could  have  escaped 
"detection  by  the  accountant,  who  should  have  used  due 
"care  and  skill,  and  was  not  a  mere  machine.  The  invoices 
"carried  over  were  ultimately  posted  to  the  Ledger.  If 
"  they  were  posted  at  their  true  dates  it  would  be  at  once 
"  apparent  that  they  were  not  entered  in  at  the  proper  time. 
"If  they  were  posted  under  false  dates,  why  was  this  not 
"detected  when  the  I^edger  Accounts  were  checked  with 
" the  invoices?  And  when  no  invoices  c^me  into  the  books 
"it  is  admitted  that  thds  ought  to  have  excited  suspicion. 
"For  these  reasons  I  am  of  opinion  that  if  due  care  and 
"skill  had  been  exercised  the  carrying  over  and  suppres- 
"  sion  of  the  invoices  would  have  been  discovered,  and  the 
"auditor  is  liable  for  any  damage  the  company  has 
"sustained  from  the  Uinderstatement  of  liabilities  in  the 
"Balance  Sheet  due  to  this  cause  since  January  4th  1892." 


I  may  just  mention  in  passing  the  case  of  Maynards, 
Lim.  V,  Maynards  and  others,  decided  before  Mr.  Justice 
Farwell,  in  the  Chancery  Division,  on  the  i6th  January 
1900  (Ac€t,  L.R.  1900,  p.  24;  and  Dicksee's  "Auditing," 
6th  Edition,  pp.  7x8-728).  The  case  dealt  with  alleged 
false  statements  in  an  accountant's  certificate  of  profits 
figuring  in  a  company  prospectus,  but  as  the  case  can 
hardly  be  said  to  be  one  affecting  "auditors,"  I  will  not 
deal  with  it  further. 


The  case  of  Joseph  Har greaves,  Lim.  {Leeds  Mercury, 
x6th  February  1900;  Dicksee's  "Auditing,"  6th 
Edition,  pp.  728-731). 

This  case  was  decided  before  Mr.  Justice  Cozens-Hardy, 
in  the  Chancery  Division,  on  the  15th  February  1900. 
It  was  held  that  an  auditor  who  refuses  to  sign  the  accounts 
of  a  company  cannot  be  held  liable  because  no  correct 
accoronts  were  submitted  to  the  shareholders. 

In  the  course  of  his  judgment  Mr.  Justice  Cozens-Hardy 
said : — ^"It  is  sought  to  make  the  auditor  liable  for  three 
"dividends  paid  out  of  capital,  and  it  is  sought  to  make 
"him  liable  under  circumstances  the  like  of  which,  so  far 
"  as  I  am  aware,  have  never  occurred  before.  Mr.  Jones  " 
(Mr.  Jones  was  the  auditor  in  question)  "  has  never  signed 
"  any  Balance  Sheet ;  no  resolution  of  the  company  or  of 
*  the  directors  has  ever  been  passed  for  the  payment  of  a 


"  dividend ;  nothing  has  ever  been  done  by  the  directors  or 
"by  anybody,  on  the  footing  of  any  inaccurate  statement, 
"insufficient  statement,  or  dishonest  statement,  by  Mr. 
"Jones.  Mr.  Jones  told  the  directors  that,  in  his  opinion, 
"the  payment  of  the  dividend  which  bad  been  made  before 
"the  first  audit  was  improper,  because  that  was  only 
"justified  by  reason  of  an  appreciation  of  the  value  of  the 
"  machinery,  which  appreciation,  assuming  it  to  be  proper, 
"ought  not  in  Mr.  Jones's  view  to  have  been  carried  to  the 
"credit  of  Profit  and  Loss,  but  ought  to  have  been  carried 
"to  a  Suspense  Account,  unless  and  until  the  shareholders' 
"general  meeting  otherwise  resolved.  Mr.  Jones  for  that 
"reason  deliberately  refused  to  sign  the  Balance 
"  Sheet.  ...  He  could  not,  and  would  not,  certify  the 
"correctness  of  this  Balance  Sheet,  and  I  think  he  was 
"perfectly  right  in  refusing  to  do  so.  He  did  not  report 
"upon  it  to  the  general  meeting,  for  the  best  possible 
"reason  that  there  was  no  general  meeting  to  which  he 
"  could  report ;  and  it  ia  sought  really,  I  think,  when  one 
"  gets  to  the  bottom  of  the  case,  to  render  the  auditor  liable 
"because  he  did  not  require  a  general  meeting  of  the 
"  shareholders  to  be  summoned,  to  which  he  could  make  a 
"statement  as  to  the  improper  conduct  of  the  directors. 
"Well,  how  could  he  have  summoned  a  meeting?  He  had 
"  no  more  power  to  summon  a  meeting  than  I  have.  .  .  . 
"I  think,  therefore,  the  summons  must  be  dismissed  with 
"costs  as  against  Mr.  Jones." 


The  case  of  DumbelVs  Banking  Company,  Lim,  {Aect. 
L.R.  1900,  p.  181;  Dicksee's  "Auditing,"  6th 
Edition,  pp.  738-762). 

This  case  was  decided  before  a  Special  Court,  held  at 
Douglas,  Isle  of  Man,  on  the  5th  to  14th  November  1900. 
It  constituted  a  prosecution  under  the  Manx  Criminal 
Code,  1872,  Section  221  (identical  with  the  Larceny  Act, 
1861,  Section  84). 

The  indictment  was  to  the  effect  that  the  prisoners — 
amongst  whom  were  William  Aldred  and  Harold  Vincent 
Aldred,  of  Manchester,  the  English  auditors  of  the  bank- 
were  charged  that  they  did  jointly  make,  circulate,  and 
publish,  and  concur  in  making,  circulating,  and  publish- 
ing, three  Balance  Sheets  dated  June  and  December  1898 
and  June  1899,  which  they  knew  to  be  false  in  material 
particulars,  with  intent  to  deceive  and  defraud  the 
members,  shareholders,  and  creditors  of  the  bank. 
Deemster  Shee,  in  charging  the  jury,  said  that  "in  sub- 
"  stance  the  charge  came  to  this :  That  the  defendants  had 
"  all  had  a  hand  in  making  and  circulating  Balance  Sheets 
"  that  were  false  in  several  particulars— though  one  would 
"  be  enough — Balance  Sheets  which  they  issued  intendir 
"defraud.     There  was    no    dispute,    except  by   F 
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"Aldred,  that  all  of  them  did  issue  the  Balance 
"  Sheet.  .  .  .  All  the  auditors  took  part  in  auditing  the 
"accounts.  The  signature  of  one  of  them  was  enough. 
"  It  was  equally  dear  that  the  Balance  Sheets  were  false. 
"It  was  not  now  denied  that  the  ;£"i5,ooo  unissued  notes 
''were  wrongly  stated  as  cash.  Then  with  regard  to  the 
'*;f 65,000  loan,  the  fact  was  that  no  cash  passed  from  the 
"  London  bank  to  DumbeH's  bank.  The  fact  was  that  it 
"  was  described  as  a  loan  with  a  corresponding  allegation, 
"the  accounts  showing  a  much  larger  balance  owing  to 
"  the  London  bank.  Dumbell's,  in  the  first  half-year,  owed 
'*;^*89,ooo,  in  the  second  half  ;^ioi,ooo,  and  in  the  third 
";^i8o,ooo,  and  yet  it  was  treated  as  cash  by  the  managers 
''and  auditors,  and  was  treated  as  cash  in  the  Balance 
"Sheets,  which  would  represent  the  true  state  of  the 
"bank's  affairs.  Whatever  might  be  the  opinion  of  other 
"people,  the  jury,  using  their  best  intelligence,  would  pro- 
''bably  see  that  this  ;^65,ooo  was  as  little  cash  as  the 
";f  15,000  notes.  As  to  overdrafts,  those  which  were  good 
"were  all  right,  but  it  was  with  regard  to  the  bad  over- 
"  drafts  that  the  jury  had  to  apply  their  minds.  Let  them 
"distinguish  between  the  two  sorts.  Beyond  all  question, 
"  these  overdrafts  were  bad,  he  should  say ;  but  the  jury 
''must  not  accept  his  opinions,  but  form  their  own.  He 
"believed  they  were  hopelessly  irrecoverable.  In  June 
"  1898  there  were  ;f  234,000  of  tlias  class  of  overdrafts ;  in 
"December  1898  there  were  ;f 243,000;  and  in  June  1899 
"there  were  ;^28i,ooo  worth  of  them.  Not  only  that,  but 
"there  was  ;^3o,ooo  of  overdrafts  included  which  were 
"confessedly  aod  hopelessly  dead.  No  interest  had  been 
"charged  on  these  since  1884  and  1885.  Some  of  the  over- 
"  drafts  were  statute  barred  four  times  over,  but  all  were 
"treated  as  assets  and  interest  charged  upon  them.  Here, 
"again,  the  Balance  Sheet  was  false.  It  was  not  denied 
''that  the  accounts  were  false,  and  that  the  bad  debts  over- 
"  topped  the  reserve  and  contingency  fund  combined 
"over  ;^ioo,ooo.  Besides  this  there  was  ;^6,ooo  interest 
"improperly  added.  It  was  uncontradicted  evidence  that 
"if  the  cash  had  been  properly  shown  at  ;^35fOoo  instead 
"of  ;f  120,000  everybody  with  a  penny  at  the  bank  would 
"have  run  to  withdraw  the  deposit.  There  was  no  ques- 
"tion,  then,  that  the  accounts  were  not  only  false,  but 
"materially  false.  .  .  .  An  auditor  represented  the 
"  shareholders,  and  was  there  to  protect  them.  His  busi- 
"ness  was  to  exercise  an  independent  judgment.  He  was 
"not  to  take  the  directors'  nor  the  managers'  view;  but, 
"if  suspicious,  must  probe  it.  Auditors  ¥^re  not  to  be 
"mere  arithmeticians  and  calculators,  as,  it  was  said, 
"Aldred,  Junr.,  was.  .  .  .  They  must  make  an  audit 
"certifying  the  true  state  of  affairs  at  the  time  of  the 
"Balance  Sheet,  and,  though  not  liable  for  carelessness, 
"they  must  be  honest  and  tell  tHe  truth.    ...    It  must 


"have  been  apparent  to  them  that  cash  in  hand  was  an 
"essential  feature  with  the  Balance  Sheet,  and  that  the 
";^o,ooo  to  make  the  bank  look  strong  had  to  be  got  some- 
"how.  It  was  conceded  by  them  that  the  notes  and  loan 
"  were  not  in  cash.  Their  letters  showed  that  they  unques- 
"tionably  thought  the  overdrafts  were  bad.  .  .  .  The 
"Aldreds  told  the  managers  they  held  strong  views  on  the 
"overdrafts;  but  did  not  6ertify  those  strong  views  on 
"their  certificates.  .  .  .  Did  they  tell  the  shareholders 
"that  they  had  had  differences  with  the  managers?  No; 
"  they  said,  '  We  have  examined  the  accounts  in  detail  and 
"find  them  correct.'  .  .  .  Aldred,  Senr.,  knew  what  was 
"going  on.  If  the  jury  thought  he  was  a  mere  machine 
"  it  was  their  duty  to  say  so ;  but  if  they  thought  he  was 
"a  man  of  intelligence  and  grown  to  5'ears  of  discretion, 
"and  knew  these  things,  there  was  no  doubt  he  was  guilty. 
"and  the  jury  must  say  so." 

The  defendants  were  found  guilty  by  the  jury.  William 
Aldjred  and  Harold  V.  Aldred  were  sentenced  to  twelve 
months'  and  six  months'  hard  labour  respectively. 


The  case  of  Foster  v.  The  New  Trinidad  Lake  AsphaUe 
Company,  Lim.  (Times ,  29th  November  1900; 
Dicksee's  "Auditing,"  6th  Edition,  pp.  762-764). 

This  case  was  decided  before  Mr.  Justice  Byrne,  in  the 
Chancery  Division,  on  the  28th  November  1900. 

It  was  held  that  a  profit  made  on  realisation  of  an  asset 
included  in  the  undertaking  acquired  by  a  company 
en  bloc  at  its  inception  was  not  available  for  dividend,  but 
that  before  any  profits  so  made  could  be  rendered  available 
for  dividend  regard  must  be  had  to  the  value  of  the  assets 
as  a  whole. 

Brietiy  the  facts  of  the  case  were  these.  Certain 
promissory  notes,  amounting  in  English  currency  to 
^^26,258  1 6s.  od.  had  been  acquired  by  the  defendant  com- 
pany along  with  other  assets,  but  the  promissory  notes  in 
question  were  not  regarded  at  the  time  of  the  purchase  as 
of  any  value.  Subsequently  the  notes  were  met  in  full. 
The  defendant  company  sought  to  carry  the  unexpected 
profit  to  the  Profit  and  Loss  Account,  regarding  it  as  a 
windfall  and  as  a  profit  capable  of  division  amongst  the 
shareholders.  Mr.  Justice  Byrne  refused  to  accept  this 
view.  He  said: — "It  appears  to  me  that  the  amount  in 
"question  is  primd  facie  capital,  and  that  I  have  no  evi- 
"dence  which  would  justify  me  in  saying  that  it  has 
"changed  its  character  because  it  has  turned  out  to  be  of 
"  greater  value  than  had  been  expected.  ...  It  is  doar, 
"I  think,  that  an  appreciation  in  total  value  of  capital 
"assets,  if  duly  realised  by  sale  or  getting  in  of  some 
"portion  of  such  assets^  may  in  a  proper  case  be  treated 
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"as  available  for  purposes  of  dividend.  This,  I  think,  is 
"  involved  in  the  decision  in  the  case  of  Lubbock  v.  British 
""Bank  of  South  America''  (vide  supra).  "If  I  rightly 
**  appreciate  the  true  effect  of  the  decisions,  the  question  of 
"what  is  profit  available  for  dividend  depends  upon  the 
"result  of  the  whole  accounts  fairly  taken  for  the  year, 
"  capital  as  well  as  profit  and  loss,  and  although  dividends 
"may  be  paid  out  of  earned  profits  in  proper  cases, 
"although  there  has  been  a  depreciation  of  capital,  I  do 
"not  thinik  that  a  realised  accretion  to  the  estimated  value 
"of  one  item  of  the  capital  assets  can  be  deemed  to  be 
"profit  divisible  amongst  the  shareholders  without 
"reference  to  the  result  of  the  whole  accounts  fairly 
"taken." 


The  case  of  Herbert  Alfred  Burleigh  v,  Ingram  Clark, 
Lim.  (Acct.  L.R.  1901,  p.  65;  Dicksee's  "Auditing," 
6th  Edition,  pp.  773-775)- 

I  may  just  mention  this  case  in  passing.  It  was  held  by 
Mr.  Justice  Joyce,  in  the  Chancery  Division,  on  April  2nd 
1901,  that  an  accounitan/t  has  a  lien  on  account  books  for 
professional  charges.  It  is  also  worthy  of  note  that  Mr. 
Justice  Joyce,  in  the  course  of  his  judgment,  said  :  — "  The 
"question  of  an  auditor's  lien  did  not  arise,  and,  had  it 
"  done  so,  he  considered  that  an  auditor  had  no  such  lien  ; 
'*but  that  point  he  did  not  now  decide." 


The  case  of  Dovey  and  others  v.  Cory  (National  Bank  of 
Wales  case)  (Times^  2nd  Augus*  1901  ;  and  Dicksee's 
'•Auditing,"  6th  Edition,  pp.  775-785). 

This  case  was  decided  by  the  House  of  Lords  on  the 
I  St  August  1901,  before  the  Lord  Chancellor,  Lords 
Macnaghten,  Shand,  Davey,  and  Brampton. 

It  was  held  that  a  director,  if  he  acts  bond  fide,  is  entitled 
to  rely  on  the  company  to  prepare  true  and  honest 
accounts.  This  judgment  upheld  the  decision  of  the  Court 
of  Appeal.  It  is  not  the  actual  decision  which  is  of  such 
great  importance  to  auditors  as  some  portions  of  the  judg- 
ment delivered  dealing  with  the  question  as  to  what  are 
profits  available  for  dividend. 

The  Lord  Chancellor  said:  —  'I  am  very  reluctant  to 
"  enter  into  a  question  which  for  the  reasons  I  have  given 
"does  not  arise  herej  and  into  which  the  Court  of  Appeal 
"has  entered  at  some  length.  The  only  reason  why  I  refer 
"  to  it  at  all  is  lest  by  silence  I  should  be  supposed  to  adopt 
•*  a  course  of  reasoning  as  to  which  I  am  not  satisfied  that 
"  it  is  correct.  I  doubt  very  much  whether  such  questions 
"can  ever  be  treated  in  the  abstract  at  all.  The  mode  and 
•manner  in  which  a  business  is  carried  on,  and  what  is 
*  usual  or  the  reverse,  may  have  a  considerable  influence 
'in   determining  the  question  what  may  be  treated   as 


"profits  and  what  is  capital.  Even  the  distinction  between 
"fixed  and  floating  capital,  which  in  an  abstract  treatise 
"like  Adam  Smith's  *  Wealth  of  Nations*  is  appropriate 
"enough,  may  with  reference  to  a  concrete  case  be  quite 
"inappropriate.  It  is  easy  to  lay  down  that  you  must  not 
"  pay  dividends  out  of  capital,  but  the  application  of  that 
"very  plain  proposition  may  raise  questions  of  the  utmost 
"  difficulty  in  their  solution,  I  desire,  as  I  have  said,  not 
"to  express  any  opinion,  but  as  an  illustration  of  what 
"difficulties  may  arise  the  example  given  by  the  learned 
"counsel  in  one  ship  being  lost  out  of  a  considerable 
"  number,  and  the  question  whether  all  dividends  must  be 
"stopped  until  the  value  of  the  lost  ship  is  made  good  out 
"*  of  further  earnings  of  the  company  or  partnership,  is  one 
"which  one  would  have  to  deal  with.  On  the  one  hand, 
"people  put  their  money  into  a  trading  concern  to  give 
"them  an  income,  and  the  sudden  stoppage  of  all  dividends 
"would  send  down  the  value  of  their  shares  to  zero,  and 
"  possibly  involve  its  ruin.  On  the  other  hand,  companies 
"  cannot  at  their  will  and  without  the  precautions  enforced 
"  by  the  statute  reduce  their  capital ;  but  what  are  profits 
''and  what  is  capital  may  be  a  difiicult  and  sometimes 
"almost  impossible  problem  to  solve.  When  the  time 
"comes  that  these  questions  come  before  us  in  a  concrete 
"  case  we  must  deal  with  them,  but  until  they  do,  I,  for  one, 
"decline  to  express  an  opinion  not  called  for  by  the  par- 
"ticular  facts  before  us,  and  I  am  the  more  adverse  to 
"doing  so  because  I  foresee  that  many  matters  will  have 
"to  be  considered  by  men  of  business  which  are  not 
"altogether  familiar  to  a  Court  of  law." 

Professor  Dicksee,  in  his  work  "Auditing,"  6th  Edition, 
pp.  382  and  383,  summarises  the  decision  of  the  House  of 
Lords  in  this  case  as  follows  :  — "  The  Supreme  Court  has 
"held  that  it  is  no  part  of  the  duties  of  a  director  to  go  into 
"details,  and  that  he  is  not  responsible  for  the  knavery  or 
"dishonesty  of  trusted  officials  of  the  company  of  which  he 
"had  no  knowledge  at  the  time.  The  Law  Lords,  however, 
"thought  it  desirable  to  express  their  dissent  from  those 
"portions  of  the  judgment  of  the  Court  of  Appeal  which 
"declared  the  respondent  director  not  liable,  because  they 
"(the  Court  of  Appeal)  considered  that  the  dividends 
"which  had  been  challenged  had  not  in  effect  been  impro- 
"perly  declared  ;*  and  while  approving  the  decision  of  the 
"  Court  of  Appeal  in  the  case  of  Verner  v.  The  General  and 
*^  Commercial  Trust,  Lim,,  the  House  of  Lords  laid  it  down 
"  that  the  question  as  to  what  profits  could  be  properly  dis- 
"tributed  by  way  of  dividend  in  any  individual  case  could 
"only  be  certainly  determined  when  that  case  arose  for 
"decision.  It  was  added  that,  although  the  provisions  of 
"the  Companies  Act,  1877  (with  regard  to  the  reduction  of 
"  a  company's  capital)  must  not  be  ignored,  it  did  not  neccs- 
"sarily  follow  that  a  company  was  obliged  to  make  good 
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'^the  losses  incurred  ia  previous  years  out  of  subsequent 
''profits  before  distributing  anything  by  way  of  dividend. 
*  This  decision  is  of  the  greatest  importance,  as  it  xemoyes 
"  the  disturbing  element  occasioned  by  the  judgment  of  the 
'*  Court  of  Appeal,  and  for  practical  purposes  replaces  the 
''whole  question  as  to  what  are  divisible  profits  upon  a 
"  sound  commercial  basis.  In  the  course  of  the  judgment  it 
''was,  indeed,  intimated  that,  in  deciding  any  particular 
"case  involving  this  question,  the  Courts  would  have  to 
'take  into  consideration  the  views  of  men  of  business 
''  specially  versed  in  such  transactions  as  those  engaged  in 
"by  the  particular  company  under  review." 


The  case  of  Bond  v.  The  Barrow  Hamatite  Steel  Company^ 
Lim.  (Times,  17th  January  1902;  Dicksee's  "Audit- 
ing," 6th  Edition,  pp.  786-793). 

This  case  was  decided  by  Mr.  Justice  Farwell,  in  the 
Chancery  Division,  on  the  i8th  January  1902. 

Here  the  facts  were  shortly  these.  There  was  a  large 
balance  on  the  Profit  and  Loss  Account  representing 
profits.  The  directors,  however,  proposed  to  declare  no 
dividend,  because  they  contended  that  large  depreciation 
had  taken  place  in  land,  buildings,  works,  fixed  plant,  and 
mining  leases,  and  expert  evidence  was  brought  in  support 
of  their  contention. 

The  plaintifi  on  behalf  of  himself  and  all  other  prefer- 
ence shareholders  brought  this  action  to  compel  the 
directors  to  pay  to  them  the  dividends  and  arrears  of  divi- 
dends on  their  shares. 

It  was  held  that  preference  shareholders  cannot  claim  to 
receive  dividends  out  of  current  profits  as  a  matter  of  right, 
and  without  regard  to  such  provision  to  such  reserves  as 
the  directors  may  think  needful. 

Mr.  Justice  Farwell  said: — "It  has  been  proved  to  my 
"satisfaction  that  the  company  has  sustained  an  actual 
"ascertained  and  realised  loss  of  capital  to  an  amount 
"  exceeding  ;f  200,000,  and  has  also  lost  capital  by  estimate 
"and  valuation  to  an  amount  exceeding  ;^5o,ooo.  The 
"  various  sums  claimed  by  the  plaintiffs  as  available  to  pay 
"their  dividends  amount  to  £2^0^000.  If,  therefore,  these 
"ascertained  and  estimated  losses  have  to  be  made  good 
"before  any  dividend  can  properly  be  paid,  there  are 
"obviously  no  funds  out  of  which  to  pay  dividends.  The 
"defendants  allege  and  the  plaintiffs  deny  that  the  com- 
"pany  is  bound  to  make  good  these  losses  before  paying 
"any  dividend.  The  question  is  one  of  very  considerable 
"  difi&culty  on  the  authorities,  but  the  result  of  these  autho- 
"rities  is,  in  my  opinion,  that  there  is  no  hard  and  fast 
"rule  by  which  the  Court  can  determine  what  is  capital 
"  and  what  is  profit.    .    .    .    The  plaintiffs  really  relied  on 


"Lee  V.  Neuchdiel  AsphalU  Company  as  an  authorily  for 
"this  proposition  as  a  universal  negative— namely,  'that 
"'no  company  owning  wasting  property  need  ever  create 
"'a  depreciation  fund.'  In  my  opinion  that  is  not  the 
"  true  result  of  the  decision.  It  must  be  remembered  that 
"  in  that  case  there  had  been  no  loss  of  assets.  The  com- 
"pany's  assets  were  larger  than  at  its  formation,  and  the 
"  Court  decided  nothing  more  than  the  particular  proposi- 
"tion  that  some  companies  with  wasting  assets  need  have 
"no  depreciation  fund.  ...  It  is  for  the  Coort  to 
"determine  in  each  case  on  evidence  whether  the  par- 
"ticular  company  ought,  or  ought  not,  to  have  such  a  fund. 
"There  is  no  doubt  as  to  the  opinion  of  the  witnesses  in 
"this  case,  and,  further,  the  opinion  of  the  dizectors 
"cannot  be  altogether  disregarded.  The  Courts  have,  no 
"doubt  in  many  cases,  overruled  directors  who  proposed 
"to  pay  dividends,  but  I  am  not  aware  of  any  case  in 
"which  the  Court  has  compelled  them  to  pay  when  they 
"have  expressed  their  opinion  that  the  state  of  the 
"  accounts  do  not  admit  of  any  such  payment.  In  a  matter 
"  depending  on  evidence  and  expert  opinion  it  would  be  a 
"very  strong  measure  for  the  Court  to  override  the  direc- 
"tors  in  such  a  manner.  The  result  is  that  the  action 
"  fails,  and  must  be  dismissed  with  costs." 


The  case  of  the  London  Oil  Storage  Company,  Lim,  v. 
Seear,  Hasluck  6*  Co.  (Acct,  L.R.  XXXI.  p.  i  ; 
Dicksee's  "Auditing,"  6th  Edition,  pp.  838-856). 

This  case  was  decided  before  the  Lord  Chief  Justice  and 
a  special  jury,  in  the  King's  Bench  Division,  on  the  ist 
June  1904. 

It  was  held  to  be  the  duty  of  the  auditor  of  a  company  to 
take  proper  steps  to  verify  the  existence  of  assets  stated 
in  the  Balance  Sheet. 

The  case  consisted  of  an  action  for  damages  for  alleged 
negligence  in  auditing  the  plaintiff  company's  accounts. 
The  defendants  denied  that  they  had  been  guilty  of 
negiligence,  and  said  that  the  alleged  loss  of  ;^76o  had  been 
caused  by  negligence  on  the  part  of  the  directors  of  the 
plaintiff  company  in  entrusting  so  much  money  to  their 
cashier. 

The  defendant  had  been  the  auditor  of  the  company  from 
the  first,  and  it  was  his  duty  under  the  articles  to  audit  the 
accounts  and  "to  certify  the  cl>rrectness  of  the  financial 
statement"  for  the  purpose  of  the  yearly  Balance  Sheet, 
in  which  there  appeared  a  sum  representing  cash  in  hand, 
and  it  was  in  reference  to  that  sum  that  the  plaintiffs 
alleged  that  Mr.  Hasluck,  through  his  clerks,  had  been 
guilty  of  negligence.  One  of  the  officials  of  the  company 
had  been  a  Mr.  Frederick  R.  Clarke,  who  had  been  taken 
over  from  Mrs.  Ingall  when  the  company  was  formed,  and 
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who  had  at  first  been  bookkeeper  and  cashier,  but  was 
later  also  appointed  secretary  at  the  city  office.  At  that 
office  a  Petty  Cash  Book  was  kept,  in  which  the  cash 
balance  appeased,  and  Mr.  Hasluck's  clerks  entered  in  the 
Balance  Sheet  the  amount  of  petty  cash  that  appeared  in 
the  Petty  Cash  Book,  but  they  never  troubled  to  find  out 
whether  Mr.  Clarke  had  that  balance  in  band  or  not.  Till 
1902  nothing  was  suspected,  but  Mr.  Clarke  was  then 
seized  with  a  paralytic  stroke  and  had  ever  since  been  in 
a  pitiable  state,  and  could  not  be  called  as  a  witness.  Hif 
duties  were  taken  over  by  Mr.  Hubble,  who  found  in  th< 
cash-box  s^xyut  £^o,  though  the  Petty  Cash  Book  showed 
a  balance  of  ;f  796,  the  balance  having  gradually  increased 
from  £21  in  1897  to  ^^796  in  1902. 

The  jury  returned  a  verdict  to  the  effect  that  there  was  a 
breach  of  duty  in  1899,  1900,  1901,  and  1902,  and  that  there 
was  danoage  to  the  extent  of  £$  5s.  The  jury  added  that 
they  considered  that  the  directors  had  been  guilty  of  gross 
negligence. 

In  the  course  of  hds  judgment,  the  Lord  Chief  Justice 
said  :  — " ....  I  would  call  attention  to  the  fact  that 
"the  jury  have,  I  think  rightly,  limited  their  finding  to  the 
"years  1899,  1900,  1901,  1902,  when  the  asset  was  a  sub- 
"stantial  sum  of  money  not  less  than  ;^47o  in  the  first 
"year.  ...  I  am  bound  to  say  that  I  think  that  there 
"  was  a  very  grave  and  substantial  question  to  be  fought 
"'  and  tried,  which  the  juiy  have  answered,  in  my  opinion, 
"absolutely  rightly,  that  there  was  not  a  sufficient  fulfil* 
*"  menC  of  his  duty  in  ascertaining  whether  that  asset  really 
"existed.  I  particularly  desire  to  avoid  using  the  words 
"  *  coucvting  the  cash.^  I  do  not  think  that  is  a  true  state- 
"  ment  of  the  duty  of  an  auditor,  although  it  is  one  way  of 
"putting  it  Anything  may  be  'counting  cash,'  if  you 
"  ascertain  it  is  there ;  but,  as  I  tried  to  point  out  to  the 
"jury,  there  may  be  cases  in  which  the  actual  counting  of 
"the  sovereigns  is  not  even  the  best  way  of  vouching  or 
"  ascertaining  the  amount.  Therefore  I  think  the  jury  did 
"take  the  view  properly  that  there  was  not  a  proper  dis- 
"chaige  of  his  duty  by  his  clerk — ^nothing  morally  wrong 
"  in  the  least,  but  not  a  sufficiently  careful  supervision  by 
"Mr.  Hasluck's  clerk  of  the  asset  which  was  believed  to 
"  exist,  and  which  was  shown  by  the  books  to  exist,  because 
"that  the  audit  was  most  carefully  performed  I  have  not  a 
"shadow  of  doubt  apart  from  this.  I  think  there  was  a 
"  substantial  issue  properly  raised  by  the  plaintiff  and  pro 
"  perly  defended  by  Mr.  Hasluck,  if  he  determined  to  fight 
"  the  battle  on  the  ground  on  which  he  did  fight  it,  that  thert 
"was  no  duty  on  an  auditor  to  ascertain  the  existence  o' 
"an  asset,  assuming  the  books  showed  that  that  asset 
"ought  to  have  been  in  existence.  Therefore  I  think  a 
"substantial  question  had  to  be  tried,  and  that  entirely 
"makes  it  impossible  for  me  to  say  that  there  was  not  an 


"^  issue  before  the  jury  as  to  breach  of  duty,  and,  if  it  were 
"a  breach  of  duty,  at  any  rate  there  must  be  nominal 
"  damages." 

The  next  and  last  case  with  which  I  will  deal  is  the 
recent  one  of 
Newton  v.  The  Birmingham  Small  Arms  Company,  Lim. 
(AceL  L.R.  July  7th  1906.) 

This  -case  was  decided  before  Mr.  Justice  Buckley,  in  the 
Chancery  Division,  in  June  1906.  It  was  the  trial  of  an 
action  brought  by  Sir  A.  J.  Newton,  suing  on  behalf  of 
the  shareholders  of  the  defendant  company,  against  the 
company,  claiming  a  declaration  that  a  special  resolution 
passed  and  confirmed  in  January  and  February  1906,  pur- 
porting to  alter  the  company's  articles  of  association  by 
inserting  provisions  therein  for  an  internal  reserve  fund 
was  ul/ra  vires  and  invalid,  and  an  injunction  to  restrain 
the  company  and  its  directors  from  acting  on  such 
resolution. 

The  facts  sufficiently  appear  from  the  following  extracts 
of  Mr.  Justice  Buckley's  judgment: — "In  February  last 
"this  company  passed  special  resolutions  the  short  sub- 
"  stance  of  which  is  that  the  directors  may,  under  defined 
"circumstances,  set  aside  (without  disclosing  the  fact)  out 
"  of  the  profits  sums  to  form  *  an  internal  reserve  fund ' — a 
"  sort  of  secret  service  fund — ^and  that  this  fund  need  not 
"be  shown  in  or  disclosed  by  the  Balance  Sheet  and  no 
"information  need  be  given  to  the  shareholders  as  to  its 
"  amount,  investment,  or  application ;  that  the  directors 
"may  invest  it  as  they  may  think  fit  without  being  liable 
"for  loss  in  consequence  of  such  investments;  that  they 
"may  apply  it  for  any  purposes  which  they  may  consider 
"will  advance  the  interests  of  the  company;  and  that, 
"  whUe  the  particulars  as  to  this  fund  are  to  be  disclosed 
"to  the  auditors,  it  is  to  be  the  auditors'  duty  not  to  dis- 
"  close  any  information  with  regard  to  it  to  the  share- 
"holders  or  otherwise.  The  question  for  decision  is 
"whether,  having  regard  to  Sections  21  to  23  of  the  Com- 
"  panics  Act,  1900,  these  special  resolutions  are  ulira 
"  vires.  .  .  .  llie  defendants  do  not  dispute  that,  if  and 
"  so  far  as  the  special  resolutions  are  inconsistent  with  the 
"Act,  it  is  the  Act  which  must  prevail.  .  .  .  There  are, 
"I  agree,  in  the  Act  of  1900  no  affirmative  words  to  the 
"effect  of  what  I  am  about  to  state,  but  I  think  that  the 
"  language  of  the  Act  is  sufficient  to  show  that,  by  implica- 
"tion,  it  requires  that  there  shall  be  annually  an  audit  of 
"  accounts  resulting  in  a  Balance  Sheet,  to  the  accuracy  of 
"which  the  auditors  shall  speak.  The  special  resolutions 
"in  the  present  case  require  that  the  Balance  Sheet  shall 
"not  disclose  the  internal  reserve  fund.  It  must  therefore 
"omit  on  the  assets'  side  of  the  Balance  Sheet  the  assets 
"  which  make  up  the  amount  standing  to  the  credit  of  that 
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"fund  and  the  contra  item — namely,  the  credit  balance 
"of  the  fund — on  the  liability  side.  The  result  will  be  to 
"show  the  financial  position  of  the  company  to  be  not  so 
"good  as  in  fact  it  is.  If  the  Balance  Sheet  be  so  worded 
"  as  to  show  that  there  is  an  undisclosed  asset,  the  existence 
"of  which  makes  the  financial  position  better  than  shown, 
"  such  a  Balance  Sheet  will  not,  in  my  judgment,  be  neces- 
"sarily  inconsistent  with  the  Act  of  Parliament.  Assets 
"  are  often,  by  reason  of  prudence,  estimated,  and  stated  to 
"  be  estimated,  at  less  than  their  probable  real  value.  The 
"purpose  of  the  Balance  Sheet  is  primarily  to  show  that 
"  the  financial  position  of  the  company  is  at  least  as  good 
"as  there  stated,  not  to  show  that  it  is  not  or  may  not  be 
"better.  The  provision  as  to  not  disclosing  the  internal 
"reserve  fund  in  the  Balance  Sheet  is  not,  I  think,  neces- 
"sarily  fatal  to  the  special  resolutions.  The  Act,  how- 
"ever,  provides  that  the  auditors  shall  report  to  the  share- 
"holders  on  the  accounts  examined  by  them.  These 
"auditors  will  exaonine,  amon>g  others,  the  accounts  of  the 
"  internal  reserve  fund.  A  principal  question  in  this  case, 
"  1  think,  is  whether  it  is  a  compliance  with  these  words 
"of  the  Act  that  the  auditors  sihall  report  that  they  have 
"examined  the  accounts  as  to  the  inttemal  reserve  fund, 
"  that  they  are  satisfied  with  them,  and  that  the  funds  have 
"  been  employed  in  a  manner  authorised  by  the  company's 
*'  regulations,  or  whether  there  will  be  default  in  complying 
•*  with  the  Act  if  they  do  not  go  on  to  say  how  the  fund  has 
"  been  employed.  In  my  judgment  such  a  report  would  be 
'*a  sufficient  report  within  the  Act  if  the  auditor  is  bond 
""fide  satisfied  that  in  making  this  report,  and  nothing 
**  further,  he  is  truly  reporting  as  to  *  the  true  and  correct 
"view  of  the  company's  affairs.'  But  the  special  resolu- 
"  tions  do  not  stop  here.  They  provide  that  it  shall  be  the 
"duty  of  the  auditor  not  to  disclose  any  information  with 
"regard  to  this  fund  to  the  shareholders  or  otherwise.  It 
"is,  I  think,  inconsistent  with  the  Act  of  Parliament  that 
"  the  auditor  shall  be  bound,  even  when  be  thinks  that  the 
"true  state  of  the  company's  affairs  is  affected  by  facts 
"relating  to  the  internal  reserve  fund,  to  withhold  all 
"information  with  regard  to  the  same  from  the  share- 
"  holders.  If,  for  instance,  the  directors  had  invested  the 
"internal  reserve  fund  upon  investments  which  might 
"involve  the  company  under  certain  circumstances  in 
"enormous  loss,  the  Act,  I  think,  requires  that  the 
"Auditor  shall  be  at  liberty  and  be  bound  to  report  thai 
"fact.  .  .  .  There  is  no  suggestion  in  this  case  that 
"  these  clauses  are  intended  to  be  used  for  any  other  than 
"a  legitimate  purpose.  Those  who  are  engaged  in  com- 
"  merce  are  familiar  with  the  fact  that  undue  publicity  as 
*' regards  the  details  of  their  trade,  or  as  to  the  financial 
"arrangements,  may  often  be  injurious  to  traders,  having 
"  regard  to  the  rivalry  of  competitors  in  trade,  to  complica- 


"tions  sometimes  arising  from  strained  relations  between 
**  capital  and  labour,  and  the  like.  There  are  legitimate 
"reasons  for  ensuring  secrecy  to  a  proper  extent.  It  is  not, 
"  I  thiak,  necessary,  nor,  having  regard  to  the  great  utility 
"  of  these  Acts,  is  it  desirable  to  expose  persons  who  trade 
"under  these  Acts  to  the  necessities  of  a  publicity  from 
"which  their  competitors  are  free,  unless  such  publicity 
"is  required  to  ensure  commercial  integrity."  "I  am  not 
"disposed,"  continued  Mr.  Justice  Buckley,  "to  look  too 
"closely  for  reasons  why  I  should  find  clauses  such  as 
"these  to  be  inconsistent  with  the  Act  if  I  see  that  the 
"true  purpose  of  the  Act  is  satisfied.  I  think,  however, 
"these  special  resolutions  go  too  far.  Any  regulations 
"which  preclude  the  auditors  from  availing  themselves  of 
"all  the  information  to  which  under  the  Act  they  are 
"entitled  as  material  for  the  report  which  under  the  Act 
"  they  are  to  make  as  to  the  true  and  correct  state  of  the 
"company's  affairs  are,  I  think,  inconsistent  with  the  Act." 

His  Lordship  granted  an  injunction  to  restrain  the  com- 
pany from  acting  on  the  special  resolution,  and  ordered 
the  company  to  pay  the  costs. 


In  conclusion,  gentlemen,  I  would  only  say  this:  The 
task  of  extracting  the  important  details  from  a  lengthily 
reported  case  is  not  a  simple  matter.  I  realised  this  when 
I  selected  this  subject.  I  have  appreciated  it  more  and 
more  in  the  course  of  my  preparation  of  this  paper.  If, 
however,  this  lectuse  is  of  any  service  to  students  in  their 
period  of  acquiring  the  requisite  knowledge  to  permit  of 
their  entering  the  profession  of  a  Chartered  Accountant,  I 
feel  that  any  little  trouble  on  my  part  will  have  been  well 
spent. 


Aancbeater  Society  of  Cbartered 
accountant* 


The  twenty-sixth  annual  general  meeting  of  the  above 
Society  was  held  on  the  15th  ult.,  at  the  Library,  30  Spring 
Gardens,  Manchester. 

The  following  are  the 

REPORT  AND  ACCOUNTS. 

Your  Council  beg  to  submit  the  report  of  their  proceed- 
ing during  the  past  year. 

The  number  of  members  is  now  163,  an  increaae  of  one 
over  last  year,  six  having  joined  the  Society,  and  five 
having,  through  resignation,  &c.,  ceased  to  be  members. 
Your  Committee  record  with  deep  regret  the  death  of  Mr. 
Adam  Murray,  whose  long  and  valuable  services  to  the  pro- 
fession are  so  well  known. 

During  the  year  your  Council  have  had  under  considera- 
tion the  question  of  registration  for  the  profession,  axMl 
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the  following  resolution  was  passed  and  forwarded  to  the 
Institute : — 

**  That  the  Council  be  urged  to  further  consider  the 
question  of   legislation  in  the   joint    interests  of   the 
profession  and  the  public,  whether  by  means  of  regis- 
tration or  otherwise." 
With  the  view  of  safeguarding  the  interests  of  the  pro- 
fession, your  Council  have  arranged  that  when  any  Bill 
affecting    such    interests    is    introduced    into  Parliament, 
copies  shall  be  issued   to  each  member  of  the  Council  of 
this  Society  and  also  placed  on   the  table  in  the  Library, 
in  order   that   representations    may  be    made   thereon  in 
the  proper  quarter,  either  personally  or  ofl&cially  through 
the  Society. 

Copies  of  the  Public  Trustee  Bill  (which  has  since  been 
placed  upon  the  Statute  Book)  and  the  Trust  Accounts 
(Audit)  Bill  have  been  so  circulated. 

The  Institute  having  invited  suggestions  in  connection 
with  the  Committee  appointed,  *'  to  inquire  into  and  report 
*•  upon  the  eflfect  of  the  laws  in  force  in  the  United  King- 
*'  dom  in  relation  to  bankruptcy,  deeds  of  arrangement,  and 
*'  compositions  by  insolvent  debtors  with  their  creditors, 
"  and  the  prevention  and  punishment  of  frauds  by  debtors 
••on  their  creditors,"  a  general  meeting  of  the  members 
was  held  on  the  22nd  May  1906,  when  Mr.  Gregory  kindly 
opened  a  discussion  on  the  subject.  As  a  result  a  letter  in 
the  following  terms  was  sent  to  the  Institute : — 

May  2yd  1906. 
Dear  Sirs, — 

Bankruptcy,  &c.,  Committee. 
A  meeting  of  the  Manchester  Society  of  Chartered 
Accountants  was  held  on  Tuesday,  the  22nd  inst.,  when 
I  was  desired  to  ask  you  that  attention  should  be 
directed  by  the  Committee  towards  the  following 
points,  viz. : — 

(i)  That  in  every  case  of  a  proposed  private 
arrangement  there  shall  be  a  meeting  of 
creditors. 

(2)  That  if  a  trustee    has    been    appointed,   his 

appointment  shall  not  continue  unless 
approved  in  writing  by  a  majority  in  value 
of  the  creditors. 

(3)  That  a  trustee  of  a  deed  shall  give  security  to 

an  amount  not  exceeding  the  estimated  value 
of  the  assets  as  per  the  debtor's  affidavit. 

(4)  That  an  arrangement  approved  by  (say)  four- 

fifths  or  five-sixths  in  value  of  the  creditors 
shall  be  binding  on  all  the  creditors. 

(5)  That  a  speedy  and  inexpensive  remedy  should 

be  provided  against  a  trustee  who  does  not 
distribute  the  assets  in  due  course. 

(6)  That  unclaimed  dividends  shall  be  paid  to  the 

Board  of  Trade. 

(7)  That  in  the  case  of  a  second  bankruptcy,  assets 

acquired  after  the  close  of    the  first  bank- 


ruptcy shall  in  the  first  case  belong  to  the 
creditors  in  the  second  bankruptcy. 
I  am  further  desired  to  say  that  Mr.  Gregory  will  be 
pleased  to  attend  on    behalf   of   the  Society  to  give 
evidence  if  desired. 

Yours  faithfully, 

(Signed)    Roger  N.  Carter, 
Hon.  Sec. 

Mr.  Gregory  also  attended  before  the  Committee  and  gave 
evidence  on  behalf  of  the  Society. 

The  Committee  has  not  yet  reported  to  the  House. 

Your  Council  cannot  let  this  opportunity  of  reaching  the 
meml)ers  pass  without  urging  upon  them  the  claims  of  the 
Chartered  Accountants'  Benevolent  Association.  At  the 
annual  meeting  of  the  Institute  it  was  pointed  out  that 
whilst  only  15  per  cent,  of  the  members  subscribed,  only 
6  per  cent,  of  those  in  Manchester  were  on  the  rolls  with 
subscriptions  amounting  to  £16,  whereas  £$1  was  spent  in 
our  district.  Since  the  date  of  that  meeting  most  of  the 
members  of  the  Council  have  enrolled  themselves  as  sub- 
scribers, and  they  appeal  with  confidence  to  the  members 
for  further  support. 

A  form  is  enclosed  with  this  report  for  the  convenience  of 
anyone  who  is  willing  to  become  a  subscriber. 

The  annual  dinner  was  held  on  the  22nd  November,  when 
there  were  present:— The  Mayor  of  Salford,  the  Official 
Receiver  in  Bankruptcy,  the  President  of  the  Institute,  the 
President  of  the  Sheffield  Society,  the  President  of  the 
Manchester  Law  Society,  the  President  of  the  Bankers' 
Institute,  the  President  of  the  Manchester  Chamber  of 
Commerce,  and  the  Dean  of  the  Faculty  of  Commerce  of 
the  Victoria  University  of  Manchester.  The  Lord  Mayor 
of  Manchester  and  the  Vice- Chancellor  of  the  County 
Palatine  found  themselves,  at  the  last  moment,  unable  to  be 
present. 

About  seventy- two  members  and  guests  sat  down. 

Owing  to  the  death  of  Mr.  Adam  Murray,  and  the  resig- 
nation of  Mr.  C.  H.  Wade,  there  were  two  vacancies  on  the 
Council  of  the  Institute.  These  vacancies  have  since  been 
filled  by  the  appointment  of  Mr.  J.  G.  Litton  and  Mr.  J  no. 
Mather,  both  members  of  the  Council  of  this  Society. 

A  joint  meeting  of  this  Society  and  the  Students'  Society 
was  held  on  the  3rd  December  1906,  when  Mr.  W.  R. 
Hamilton,  F.C.A.  (Notts.),  delivered  a  lecture  on  "  The 
Criticism  of  Accounts."  The  thanks  of  the  Society  are 
due  to  Mr.  Hamilton  for  coming  so  great  a  distance  in  the 
interests  of  the  profession. 

Two  Preliminary  Examinations  of  the  Institute,  each 
extending  over  three  days,  were  held  in  Manchester  during 
the  year,  and  were  presided  over  by  officers  of  the  Society. 

In  order  to  bring  our  membership  rule  into  line  with  that 
of  the  Institute,  your  Council  have  approved  an  alteration 
of  Rule  4,  which  now  reads: — 
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' '  No  person  shall  be  eligible  for  admission  [unless  he 
be  in  practice  as  a  public  accountant  or  in  the  service 
of  a  public  accountant,  and]  unless  he  be,  at  the  time 
of  his  applying,  a  Fellow  or  Associate  of  the  Institute 
of  Chartered  Accountants  in  England  and  Wales." 
and  a  resolution  will  be  proposed  that  the  words  in  brackets 
be  left  out. 

Having  received  from  the  Institute  a  copy  of  a  letter 
addressed  to  them  from  Messrs.  Jordan  &  Sons,  Lim.,  asking 
whether  they  would  raise  any  objection  to  the  incorporation 
of  a  company  as  **  Manchester  Institute  of  Accountants  and 
Auditors,"  the  following  letter  was  addressed  to  the  Board 
of  Trade  :— 

22  Booth  Street, 

Manchester, 

October  30M  1906. 
The  Comptroller, 

Companies'  Department,  Board  of  Trade, 
8  Delahay  Street,  S.W. 
Sir, — Understanding  that  an  application  is  being  made 
by  a  company  to  be  registered  under  the  name  of  "  The 
Manchester  Institute  of  Accountants  and  Auditors,"  I 
am  directed  by  the  Council  of  the  Manchester  Society 
of  Chartered  Accountants  (which  is  a  local  Society 
composed  of  gentlemen  who  are  members  of  the  Insti- 
tute of  Chartered  Accountants)  to  state  that,  in  their 
opinion,  such  registration  would  not  be  in  the  public 
interest,  as  it  would  cause  confusion  in  the  minds  of  the 
public  owing  to  the  similarity  of  the  proposed  name  to 
that  of  our  parent  Society — The  Institute  of  Chartered 
Accountants. 

We  desire,  therefore,  to  oppose  the  registration  so 
far  as  we  can  possibly  do  so,  and  respectfully  ask  that 
it  be  not  permitted. 

I  am,  Sir, 

Your  obedient  Servant, 

(Signed)    Jno.  P.  Garnett, 
President  of  the  Manchester  Society 
of  Chartered  Accountants. 
The  letter  was  duly  acknowledged. 


Your  Council  have  not  heard  that  any  application  has 
been  made. 

They  observe  with  satisfaction  (from  The  Accoumtant  of  the 
9th  March)  that  in  the  case  of  The  Institute  v,  Yoxall  and 
others,  carrying  on  business  as  The  Institute  of  Accountants. 
London,  a  perpetual  injunction  has  been  granted,  with 
costs,  against  the  defendants  using  that  name. 

The  following  members  of  the  Council  retire  by  rota- 
tion:—Messrs.  H.  S.  Ferguson,  J.  E.  Halliday,  J.  G. 
Litton,  W.  H.  Naime,  C.  W.  Nasmith,  and  Geo.  Ward. 

The  attendances  at  Council  and  Committee  meetings 
during  the  year  have  been  as  under : — 


Number 

Name 

of  Meetings 

Attencbnceft 

R.N.Carter      .. 

10 

9 

H.  S.  Ferguson.. 

7 

4 

J.  P.  Garnett     .. 

9 

7 

A.  A.  Gillies      . . 

6 

5 

Theodore  Gregory 

8 

5 

J.  E.  Halliday  .. 

6 

4 

T.  W.  Handley.. 

6 

— 

G.  E.  Haworth.. 

7 

3 

J.  G.  Litton 

6 

3 

John  Mather      . . 

10 

6 

W.  H.  Nairne   .. 

6 

3 

C.  W.  Nasmith.. 

6 

3 

Edward  Paterson 

6 

3 

J.  W.  PoUitt      .. 

9 

3 

A.  P.  Popplewell 

9 

9 

Fred  Scott 

6 

I 

F.  T.  Woolley  . . 

6 

3 

Geo.  Ward 

6 

4 

The  Treasurer's  Statement  of  Accounts  for  the  year  1906. 
certified  by  the  auditors,  is  appended  hereto. 
On  behalf  of  the  Council. 

Jno.  P.  Garnett. 

President. 
60  Spring  Gardens,  Manchester. 
April  znd  1907. 


Dr. 


Revenue  Account  for  the  year  ended  December  31st  1906. 


Cr. 


Expenditurt. 

i     s    d 

To  Rent,  Rates  and  Insurance         412  19    4 

„  Gas,  Water,  Coal  ahd  Electric  Light 7  14    i 

H  Attendance,  Cleaning,  &c.           108  16    o 

»  Repairs  and  Sundry  Expenses 3  18    5 

„  Advertising  Rooms 5  I7    o 

n  Printing,  Stationery,  &c 25    o  10 

„  Postage  and  Petty  Cash ;.        ..  9  11    6 

n  Librar)^  Books          900 

»   Subscription  to  yiccoun^an/         5  10  10 

»  Expenses  of  Annual  Dinner        1 1    9    5 

»  Bank  Interest  and  Commission 4^5 

„  Faculty  of  Commerce  in  the  Manchester  University        . .  10    o    o 

£613  18  10 


£     *    d 

By  Subscriptions  162    4    6 

m  Rents  Receivable  :— 

Students' Society £30    o    o 

Sundry  Persons 213  10    o 

243  10    ^^ 

*  Annual  Grant  from  Institute  of  Chartered  Accountants    150    o    c 
H  Balance  being  Excess  of  Expenditure  over  Income  3^    4    4 


£613  i3  10 
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Balance  Shbbt,  December  31st  1906. 


Liabilities. 


Sundry  Creditors 

Manchester  and  County  Bank,  Lim. 


.i: 


s    d 

)  12   XI 

x8x  19    7 


Assets. 

£    s  d 
Grant   for  1906  due  from  the  Institute  of   Chartered    Ac- 
countants in  England  and  Wales 150    o    o 

Rents  owing,  viz : — 

Students'  Society       £30    o    o 

Sundry  Persons  83    o    9 


I 


Less  Reserve  for  Doubtful  Debts 


£"3 
5 


o    9 


£342  la    6 


Rates,  &c.,  estimated,  paid  in  advance 
National  Telephone  Co.,  Lim.,  Deposit    . . 

Subscriptions  in  Arrear  

Excess  of  Expenditure  over  Income  for  year 

ended  December  xi  xqo6 

*Less     Accumulatea     Fund,      Balance     at 
December  31st  1905 41  15 


108    o 
57  13 


990 


£58    4    4 


^Exclusive  of  Value  of  Furniture, 
Fittings,  and  Library. 


■      16    9    4 
£342  13    6 


Audited  and  found  correct, 


Alfred  P.  Popplswkll,  Hon.  Treasurer. 


The  report  was  adopted. 

The  following  resolutions  were  passed  : — 

"That  this  Society  approves  the  Companies  (Deben- 
tures and  Debenture  Stock)  Bill,  the  Limited  Partner- 
ships Bill,  and  the  Companies  Bill  (except  as  to 
Clause  23),  and  urges  that  all  possible  steps  be  taken  to 
place  them  on  the  Statute  Book." 

"That  the  provisions  contained  in  Clause  23,  whereby 

every  limited  company  would  be  required  to  file  with 

the  Registrar  an  annual  Balance  Sheet,  ought  not  to 

apply  to   '  private  companies '  as  defined  by  Section  39 

of  the  Bill." 

The  retiring  members  of  the  Council  were  re-elected, 

except  Mr.  Naime,  who  did  not  seek  re-election,  and  Mr. 

W.  Bolton  was  put  in  his  place. 

Mr.  F.  Halsall  and   Mr.  E.  D.  Whittaker  were  elected 
Auditors. 

At  the  Council  meeting,  held  on  the  same  day,  the  follow- 
ing were  elected : — 

Presidtnt—]oh.n  P.  Gamett. 
Vice-President--],  Wharton  PoUitt. 
Hon.  Treasurer— G.  E.  Haworth. 
Hon.  Secretary— Roger  N.  Carter. 
Hon.  Librarian — John  Mather. 


Butl^cra'   accounts. 


By  John  A.  Walbank,  Chartered  Accountant,  Newcastle- 
upon-Tyne. 


A  LECTURE  given  before  the  Northern,  Hull,  Leicester, 
and  Leeds  Chartered  Accounlants  Students*  Societies. 


In  dealing  with  this  subject  to-night  I  propose  to  take  the 
business  of  a  rather  small  builder  and  contractor,  for  it  is 
simpler  to  extend  a  system  to  larger  requirements  than  to 


Chartered  Accountants. 


contract  a  given  system  to  meet  the  case  of  a  smaller 
concern.  Another  advantage  I  hope  to  gain  by  treating  the 
matter  in  this  way  is  to  lay  before  you  a  compact  set  of 
books,  forming  a  complete  system  which  can  be  readily 
grasped  and  followed. 

Cash  Book. — ^A  simple  Cash  Book  is  all  that  is  necessary, 
the  only  columns  needed  being  Discount,  Cash,  and  Bank. 
A  subsidiary  book  for  small  petty  cash  payments  will  be 
kept,  and  this  will  be  analysed  monthly  and  the  totals 
brought  into  the  Cash  Book.  The  majority  of  these  small 
payments  will  be  on  account  of  different  contracts,  and  to 
this  extent  a  double  posting  will  be  necessary  from  the  Cash 
Book.  It  is  always  advisable  to  minimise  these  double 
postings  as  far  as  possible,  because  an  element  of  danger 
lurks  in  them  to  the  extent  that  one  of  the  two  postings  may 
be  missed  and  affect  the  balance.  This  point  will  be  dealt 
with  more  fully  later,  but  it  may  be  mentioned  here  that 
one  posting  is  made  to  the  Contract  Ledger  and  the  other 
to  the  Contracts  (Work  in  Progress)  Account  in  the 
General  Ledger.  It  is  advisable  to  enter  the  Contract 
Ledger  folio  in  red  ink  and  the  General  Ledger  folio  in 
black  ink,  as  the  danger  above-mentioned  is  thereby  reduced. 

Purchase  Journal.— This  book  (Form  i)  is  balanced 
monthly.  No  Date  column  is  given  in  the  form,  the  month 
of  the  year  being  written  in  on  the  top  of  the  page,  but  if  it 
was  thought  necessary  a  Date  column  might  be  added  at  the 
left-hand  side. 

The  six  "  blank  "  columns  in  the  centre  of  the  book  will 
have  the  numbers  of  the  contracts  on  which  expenditure  is 
being  incurred  filled  in  each  month.  Should  more  of  these 
columns  be  necessary  it  is,  of  course,  a  simple  matter  to 
increase  same  to  an  adequate  number.  The  Jobbing.  Pug 
Mill,  Cartage,  and  Charges  columns  being  always  in  use, 
their  respective  headings  are  printed  in.  Possibly,  in 
certain  cases  all  these  columns  will  not  be  required  ;  if  so, 
such  can  be  omitted. 

After  the  invoices  have  been  checked  and  passed,  they 
will  be  entered  up  in  the  Purchase  Journal.  The  total 
amount  of  each  invoice  is  entered  in  the  *'  Total  "  column 
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against  the  creditor's  name,  and  posted  to  the  credit  of  the 
Personal  Account  in  the  Ledger.  This  total  is  then  analysed 
out  over  the  various  columns  in  the  Purchase  Journal  to 
which  itVelates. 

The  wages  are  analysed  monthly  over  the  various 
contracts,  &c.  The  total  wages  for  the  month  are  entered 
in  the  Total  column,  and  the  details  extended  as  shown  in 
Form  I.  It  will  be  noted  that  every  column  carries  a 
certain  amount  of  the  month's  wages.  The  Jobbing,  Pug 
Mill,  and  Cartage  items  are  in  respect  of  the  labour  in  those 
different  departments,  while  the  item  in  "  Charges"  includes 
the  office  wages  and  an  amount  drawn  by  the  principal  for 
supervising.  The  wages  for  the  month  are  posted  from  the 
"Total"  column  to  the  credit  of  Wages  Account  in  the 
Ledger,  and  thus  balances  the  debit  to  that  account  (posted 
weekly  from  the  Cash  Book). 

After  dealing  with  the  month's  wages  in  this  way,  the 
work  done  by  the  pug  mill  and  carts  requires  to  be  dealt 
with.  The  men  at  each  pug  mill  will  keep  a  record  of  the 
work  they  do,  as  will  the  cai  tmen.  These  records  will  come 
to  the  office,  and  at  the  month's  end  will  be  summarised 
under  the  various  contract  numbers  and  priced  out.  An 
entry  is  then  passed  through  the  Purchase  Journal  for  each, 
showing  the  total  value  of  the  work  done  for  that  month  for 
pug  mill  and  carting  respectively ;  these  totals  are  analysed 
out  over  the  various  contract  columns  to  which  they  relate. 
The  amount  appearing  in  the  '*  Total  "  column  against  Pug 
Mill  is  posted  to  the  credit  of  that  account  in  the  Ledger, 
and  the  cartage  total  is  similarly  dealt  with.  This  method  of 
dealing  with  these  two  items  enables  the  builder  to  see  whether 
he  is  making  a  profit  or  a  loss  on  his  pug  mill  and  carting. 

On  the  book  being  added  and  proved  across  at  the  end  of 
the  month,  the  totals  can  be  posted.  For  this  purpose  the 
totals  of  the  six  "blank"  or  "Contract"  columns  are 
added  together,  and  the  resulting  total  noted  at  the  foot ; 
this  total  is  debited  to  the  '  *  Contracts  (Work  in  Progress) 
Account  "  in  the  Ledger.  The  totals  of  the  remaining  four 
columns  are  debited  to  their  respective  accounts. 

After  disposing  of  the  '•  totals  "  in  this  way,  the  Contract 
Ledger  will  be  posted  up.  Each  of  the  "blank"  columns 
is  posted  to  the  contract  number  written  in  at  its  head  ; 
the  column  in  the  Contract  Ledger,  to  which  each  item 
should  go,  being  indicated  in  the  *'  Detail "  column. 

Purchases  of  plant  and  other  items  of  the  capital  nature 
are  not  posted  through  this  book,  the  Transfer  Journal 
being  used  for  this  purpose. 

Accounts  Rendered  Book. — This  book  corresponds  to  the 
Sales  Journal  of  a  trading  concern.  It  is  written  up  from 
the  invoices  before  they  are  sent  out  and  afterwards  checked 
over  with  the  press  copies  of  such  invoices  as  copied  in  the 
Press  Copy  Invoice  Book. 

In  the  •*  Details"  column  is  entered  the  number  of  the 
contract  or  particulars  of  the  jobbing  work  done.     From 


the  "  total "  column  the  amounts  are  posted  to  the  debit 
of  the  respective  Personal  Accounts  in  the  General  Ledger. 
Each  item  is  extended  into  either  the  Contract  or  Jobbiiig 
column.  At  the  end  of  the  month  the  additions  are  made, 
and  the  total  of  the  Contracts  column  is  posted  to  the 
credit  of  the  Contracts  (Finished  Work)  Account,  and  the 
Jobbing  total  to  the  credit  of  the  Jobbing  Account. 

Contract  Ledger. — The  postings  of  this  Ledger  (Form  3)  . 
are  made  from  the  Purchase  Journal,  Cash  Book,  and 
Transfer  Journal.  Material  sent  direct  to  the  works  will 
come  through  the  Purchase  Journal.  Material  transferred 
from  any  other  contract  will  come  through  the  Transfer 
Journal.  The  wages  are  posted  in  monthly  totals  from 
the  Purchase  Journal,  as  already  explained. 

Comparatively  few  credits  will  appear  in  the  Contract 
Ledger,  these  only  occurring  when  materials  are  sent  to 
other  contracts  or  where  an  amount  has  been  debited  to 
the  wrong  contract.  There  is,  howevei",  a  final  credit 
closing  the  account  which  comes  through  the  Transfer 
Journal  (Form  4).  These  transfers  are  all  made  at  the 
end  of  the  year. 

At  the  end  of  the  financial  year,  after  all  adjusting 
entries  hav'e  been  passed,  the  amounts  standing  on  the 
various  contracts  in  progress  are  shown  in  red  ink  in  the 
Ledger,  and  the  total  of  these  must  agree  with  the  balance 
shown  on  the  Contracts  (Work  in  Progress)  Account  in  the 
General  Ledger. 

General  Ledger. — It  will  perhaps  be  advisable  to  explain 
one  or  two  of  the  accounts  in  this  Ledger. 

Contracts  (Work  in  Pt ogress)  Account, — This  account  is 
introduced  to  prove  the  accuracy  of  the  Cost  Ledger,  and  is 
really  an  Adjustment  Account.  By  means  of  this  account 
an  important  feature  in  connection  with  cost  books  is 
attained,  i.e.,  the  accuracy  of  the  costs  are  proved. 
Perhaps  it  will  not  be  out  of  place  to  draw  attention  to 
the  fact  that  unless  cost  books  are  balanced  the  reliance 
which  can  be  placed  on  the  records  is  very  much  reduced. 

The  account  opens  with  a  debit  balance,  being  the  total 
of  all  the  contracts  open  in  the  Cost  Ledger  at  the  com- 
mencement of  the  year.  All  purchases  of  material  and  all 
wages  paid  are  debited  to  this  account  in  monthly  totals 
from  the  Purchase  Journal ;  the  details  going  fo  the  respec- 
tive accounts  in  the  Contract  Ledger.  There  will  also  be 
a  few  debits  each  month  from  the  Cash  Book  for  petty 
expenses  incurred  for  the  different  contracts,  as  already 
explained. 

The  balance  of  the  account  must  agree  with  the  total  of 
the  balances  extracted  from  the  Contract  Ledger,  and  at  the 
end  of  each  year  the  completed  work  is  transferred,  as 
illustrated  by  the  first  entry  in  the  Transfer  Journal 
(Form  4). 

Contracts  (Finished  Work)  Account. — On  the  credit  side  of 
this  account  appears  the  total  of  the  contract  price  of  the 
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various  jobs  completed  during  the  year.  These  items  are 
posted  from  the  monthly  totals  of  the  Accounts  Rendered 
Book  (Form  2).  The  debit  to  this  account  is  made  up  of 
two  items,  and  comes  through  the  Transfer  Journal  (Form  4). 
The  first  item  is  the  total  prime  cost  of  the  work  finished 
during  the  year,  and  is  credited  to  the  Contracts  (Work  in 
Progress)  Account,  and  debited  to  this  account.  The 
second  debit  to  the  account  is  the  proportion  of  the  general 
charges  of  the  business  applicable  to  the  work  finished 
during  the  year.  There  are  various  methods  of  arriving  at 
this  oncost : — 
(tf)  Total  Cost  System. 

(6)  Time  System  (f  .^.,  number  of  hours  the  workmen  are 
engaged). 
(c)  Wages  Paid  System. 

The  objection  to  the  total  cost  is  its  unfairness^  to  the 
contract  involving  large  expenditure  on  costly  materials; 
for  it  cannot  be  correct  to  make  such  a  contract  bear  a 
larger  proportion  of  the  establishment  charges  than  another 
involving  the  same  expenditure  of  time,  and  similar  in  all 
respects,  except  in  the  matter  of  the  value  of  the  material 
employed.  The  method  of  calculating  this  item  on  the  total 
hours  worked  is  certainly  more  correct  than  the  total  wages 
bill,  for  the  time  occupied,  and  not  the  amount  paid,  is  the 
true  principle  to  work  on.  For  practical  purposes,  how- 
ever, it  is  much  simpler  to  base  the  calculation  on  the 
total  cost. 

Wages  Account. — It  will  be  observed  that  this  is  merely  an 
intermediate  account.  The  weekly  wages  cheque  is  debited 
from  the  Cash  Book,  and  the  account  is  balanced  monthly 
by  the  credit  from  the  Purchase  Journal. 

Cartage  and  Pug  Mill  Accounts.—lt  will  be  noticed  that  these 
accounts  are  so  arranged  as  to  show  the  gross  profit  on 
each  department.  It  is  sometimes  advisable  for  certain 
businesses  to  introduce  further  accounts  on  similar  lines, 
such  as  Saw  Mill  Account.  Stone  Machine  Account,  &c. 

The  debits  to  these  respective  accounts  are  posted  in 
monthly  totals  from  the  Purchase  Journal.  A  record  is  kept 
by  the  man  in  charge  of  each  department  of  the  work  done, 
and  this  is  priced  out  and  analysed  over  the  different  con- 
tracts monthly.  The  total  value  of  the  wqrk  done  for  each 
month  is  posted  through  the  Purchase  Journal  as  an  invoice ; 
the  total  amount  being  credited  to  the  Pug  Mill  or  other 
account  concerned,  and  the  details  debited  to  the  various 
contracts  through  the  Analysis  columns  in  the  Purchase 
Journal. 

It  is  only  reasonable  that  these  smaller  departments  should 
bear  their  proportion  of  the  Charges  Account ;  and  if  it  is 
decided  to  do  th^s,  the  second  Journal  entry  in  Form  4  will 
be  aaiended  accordingly. 

Charges  Account, ^As  before  explained,  this  account  con- 
tains the  general  expenses  of  the  business  not  applicable 
to  any  particular  contract,  but  incurred  for  the  benefit  of 


the  business  as  a  whole.  There  will  generally  be  a  balance 
carried  forward  from  the  previous  year,  being  the  amount  of 
charges  on  work  in  progress  at  the  date  of  the  last  Balance 
Sheet.  It  is  possible,  in  some  instances,  that  it  may  be 
decided  to  write  off  this  balance  in  the  General  Profit  and 
Loss  Account,  and  not  to  carry  it  forward.  There  are 
advantages  and  disadvantages  to  this  method.  The  advan- 
tage is  that  a  Reserve  is  thereby  created,  for  the  true  cost  of 
the  work  in  progress  is  not  shown  as  an  asset  since  the 
oncost  is  not  added  to  the  prime  cost.  The  disadvantage 
is  that  the  percentage  of  charges  on  the  turnover  will,  by 
this  treatment,  be  caused  to  fluctuate  somewhat  widely. 
This  will  readily  be  seen  if  it  be  remembered  that  in  some 
years  the  work  in  progress  at  the  beginning  of  the  period 
is  much  larger  than  at  the  end. 

Profit  and  Loss  Accounts. — In  addition  to  the  General  Profit 
and  Loss  Account  (Form  6),  it  is  necessary  to  amplify  and 
trace  back  the  profit  shown  on  the  contracts.  To  do  this  it 
is  necessary  to  draw  up  a  Contracts  Profit  and  Loss 
Account,  which  practically  corresponds  with  the  Manufac- 
turing Account  of  a  factory. 

A  complete  illustration  of  this  Contracts  Profit  and  Loss 
Account  is  given  in  Form  5.  In  the  second  column  is  entered 
the  work  in  progress  at  the  commencement  of  the  year,  the 
detail  amount  for  each  contract  being  shown.  To  this  is 
added,  in  the  third  column,  the  amount  spent  on 
contracts  during  the  year.  These  two  columns 
together  show  the  prime  cost  to  date  of  the  contracts 
whose  numbers  are  specified  in  the  first  column. 
The  oncost  is  shown  in  the  fourth  column,  this 
being  the  charges  apportioned  as  already  explained. 
In  the  seventh  column  is  shown  the  contract  price  for  each 
contract  completed  during  the  year,  and  in  the  eighth 
column  is  the  prime  cost  of  the  work  in  progress  at  the  end 
of  the  year.  The  fifth  and  ninth  columns  show  the  profit 
or  loss,  as  the  case  may  be,  on  each  contract,  and  the 
difference  between  the  totals  of  these  two  columns  shows 
the  net  profit  on  contracts  for  the  year.  The  sixth  and 
tenth  columns  are  merely  the  debit  and  credit  total  columns, 
and  must  balance  each  other. 

It  might  be  pointed  out  that  the  totals  of  the  second  and 
eighth  columns  must  agree  with  the  work  in  progress 
shown  on  the  last  Balance  Sheet  and  present  Balance  Sheet 
respectively.  The  second  and  third  columns  added  equal 
the  debit  on  the  Contracts  (Work  in  Progress)  Account  in  the 
General  Ledger  before  it  is  adjusted.  The  total  of  the 
fourth  column  can  be  proved  with  the  Charges  Account, 
and  the  total  of  the  seventh  column  can  likewise  be  proved 
with  the  Contracts  (Finished  Work)  Account. 

Balance  Sheet. —The  Balance  Sheet  (Form  7)  shows, 
deducted  from  the  work  in  progress,  the  total  amount  which 
has  been  drawn  on  account  of  work  done.  This  item  must 
be  shown  in  this  way  as  a  reduction  of  the  assets,  and  not 
included  among  the  liabilities  as  *'  Sundry  Creditors." 
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Form  I. — 


Purchase  Journal,   March  1903. 


,0 

^  1         Name 

1                     I 
Details 

Total 

No.  37 

No.  40 

No.  41 

No.  42 

No.  45 

Jobbing 

Pug  Mill 

Cartage     Charges 

£    s    d 

£    s    d 

£    s    d 

£   s   d 

£    s    d      £    s 

d 

£  s  d 

£    s    d 

£    s    d      £    ^  d 

15  1  T.  C.  Jones    . . 

'  Timber   . . 

55    4    9 

55    4    9 

1 

28  :  Fawcett  &  Co. 

1  Paint 

M    9    5 

512    4 

I  la    4 

5  12   4 

I  12 

5 

1 

375    Wages  Account 

'  Masons   . . 

53    3    7 

40    I    0 

266 

10  16   I 

Do. 

Plasterers 

6z  17  II 

34  II    7 

27    6    4 

•    !           Do. 

Joiners    . . 

94  18    8 

16  19    1 

36  12    8 

30    3    6 

0  14    2     10    9 

3 

.    ,           Do. 

Bricklayers 

113  10  II 

113  10  II 

.    1           Do. 

Cartage  .. 

17  12    0 

.. 

17  12    0 

Do. 

1  Jobbing  . . 

I  15    3 

1  15   3  ■ 

Do. 

Painters  . . 

46    3  10 

.. 

33  16    6 

8  IS    0 

2    19      2    ;       0   13 

2 

Do. 

1  Pug  Mill . . 

13    4    8 

.. 

.. 

1 

'  13    4    8 

Do. 

'  Charges  . . 

£ 

17    5     I 

•• 

17   5    I 

1,6157  II 

557  11    a 

614    2    2 

294    6    5 

8    9  10 

48    5 

6 

2    5  II  '  31    9    2 

35    4    4     23  13   5 

1,52a  15  1 
356 

1 

i 

381       1       382 

385              389 

Form  J.— 


Accounts  Rendbrbd  Book. 


Date 

Name 

Details 

Fo. 

Total          i      Contracts 

1 

Jobbing 

1903 
June     5 
II 

Robt.  Rennison 

James  Morwell  &  Co 

Repairs  at  15  Hayelock  Street 
Contract  No.  45 

n 

£    s    d 

18    4    3 

773  16    7 

£     s    d 
77316    7 

18    4    3 

iCa.113  II    9 

£1,982  12  II 

£130  18  10 

Form  3.— 


Contract  No.  37. 


Date 


1903 

June  30 


Name 


T.  C.  Jones  . . 
Fawcett  &  Co* 
V  j  Wages 


P.J. 
P.J. 
P.J. 


Total 


£    s  d 

55    4  9 

5  12  4 

205    2  7 


Contract 

Bricklayers 

I^nd,  &c. 

Carting 

Slating 

Plumbing 

Excavating 

Wages         Materul 

£   s   d 

£   s   d 

£    s    d 

£sd 

£   s   d 

1 
£    s    d         £    s    J 

1 

113  10  11  ! 

i 

Ledger. 


Masons 


Wages 


£    s    d 


40    I    o 


Material 


£    s    d 


Joiners 

Plasterers 

Painters 

Date 

Particulars 

!i 

Credit 

Wages     1    Material 

Wages 

Material 

Wages 

Material 

£    s    d  .       £    s    d 

£    s    d 

£    s    d 

£    s    d 

£    s    d 

£  ^  a 

1      55    4    9 

•• 

5  12    4 

161  19    I 

34  II     7 

i 
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Form  4. 


Transfer  Journal. 


1903 

Mar.  31 


Contracts  (Finished  Work)  Account         Dr. 

To  Contracts  (Work  in  Progress)  Account 

Being  Cost  of  Contracts  completed  this  year  now  trans- 
ferred : — 
Contract  No.  38 . . 
Do.     No.  39 . . 


Do. 
Do. 
Do. 


No.  30 . 
No.  31  .. 
No.  3« . . 
&c. 


18,210 


Sundries Dr. 

To  Charges  Account  

Contracts  (Finished  Work)  Account        

Jobbing  Account  

Being  Transfer  of  Charges  for  Year. 


I 


i       s    d 
18,210    2    2 


1,353  17    3 

1,154  12    7 

4,3M  17    6 

469  19    2 

216  16    4 

&c. 

910    0    0 
45  13    3 

955  13    3 

Form  5. 

— 

•  Contracts  *' 

Profit  and 

I^ss  Account  for  Year  ending  3 

r  t  March  1903. 

Work  in 

1 

Cost  of  Work 

Charges 
Apportioned  | 

1 

1 

i 
Contract 
Price 

Work  in 

i 

Contracts 

Progress  at 
I  St  April  1902 

(turnover) 
this  Year 

Profits       ! 

Total 

Progress  at 
31st  Mar.  1903 

Losses 

Total 

£    s 

d 

£      s    d 

)C       s    d  1 

£      s    d 

£      s    d  i 

£     s   d  1 

£    s   d 

£     s   d 

£      s    d 

No.  28  . . 

1,152  18 

i 

200  19    0 

67  13    0  1 

127    7    3 

1.548  17    6 

1.548  17    6 

1,548  17    6 

.     29  . . 

43  18 

1,110  13  II 

57  14    01 

727 

1,219    9    2  . 

4,798  12   0  ; 

1,219    9    2  j 
4,798  12    0  1 

1,219    9    2 
4,798  12    0 

.     30  .  • 

1,900  14 

9 

2,482    2    9 

219    2    0 

196  12    6 

■     31.. 

233    0 

I 

236  19    I 

23    9    0  , 

493    8   2  ' 

401  19    8  j 

91    8    6 

493    8    2 

.     32  . . 

187  15 

4 

29    I    0 

10  16    0  , 

31  16    4 

259    8    8  1 

239    8    8  1 

259    8    8 

.      33  •• 

234    5 

0 

35  "    5 

13    9    0 

283  5  5  ; 

260  13    8 
1,814    8    2  1 

22  II    9 

283    5    5 

»     34  . . 

14    6 

8 

1,540    7  II 

77  14    0 

181  19    7 

1,814    8    2 

1,814    8    2 

•     36..        .. 

676  10    7 

33  16    0 

710    6    7  1 

670  17  10  j 

39    8    9 

710    6    7 

.     37  . . 

1,163    7  II 

58    3    0 

3fe    7  II 

1,581  18  10 

1,581  18  10 

i,68i  18  10 

.     38..        .. 

215    3    5 

10  15    0  1 

225  18    5 

214    4    8 

11  13    9 

225  18    5 

.     39  . . 

2,838  17    7 

141  18    0  1 

174    9    7 

3.155    5    2 

3,155    5    2 

3,155    5    2 

.     40  . . 

1.593    9    1 

79  13    0 

1.673    2    I 

1,561  II    4  1 

III  10    9 

1,673    2    1 

^     41  .. 

247    4    2 

12  7  0  ; 

259  11    2 

233  15  11 

25  15    3 

259  11    2 

.     42  . . 

274    2    3 
58  13    7 

13  14    0  1 

25    2    3 

312  18    6 

312  18    6 

312  18    6 

-     43  . . 

2   18     0  1 

18    0    4 

79  11  11 

79  II  11 

79  II  II 

•      44.- 

816    7  " 

40  16    0 

96  13  II 

953  17  10 

953  17  10 

953  17  10 

.     45.. 

696    3    9 

34  16    0  . 

42  16  10 

773  16    7 

773  16    7 

773  16    7 

.      46..         .. 

1,372  19  10 

1,372  19  10 

1.372  19  10 

1,372  19  10 
100    8    8 

•     47  .  • 

• 

100    8    8 

100    8    8 

100    8    8 

.     48,.         .. 

227    8    I 

II    7    0 

16    3    5 

254  18    6 

245  18    6 

254  18    6 

.     49-. 

71  18    1 

71  18    1 

71  18    I 

71  18    1 

.     50.. 

902 

902 

902 

902 

.     51  .. 

43    5    6 

43    5    6 

43    5    6 

43    5    6 

Charges   Debi- 

ted to  Jobbing 

.. 

45  13    3 

Charges   on 

Work  in  Pro- 

gress Capital- 

ised  .. 

79  17    0 

Profit  on  Con- 

tracts 

•• 

" 

976    3    9 

£3.766  18 

9 

16,040  15    8 

1,035  10    3 

1,278  12    6 

21,996    6  II 

20,096    5  11 

1.597  12    3 

1,278  12    6 

'  21,996    6  II 

) 

Form  6.— 


General  Profit  and  Loss  Account  for  Year  ending  31st  March  1903 


£  s 

To  Interest       175  o 

•  Bank  Charges 48  u 

•  Depreciation        152  o 

•  Loss  on  Cartage 

,    Net  Profit 


375  o  o 

25  o  o 

942  2  8 

£1.342  2  8 


By  Profit  on  •'  Contracts  " 

,   Jobbing  Work,  Profit 

Less  Proportion  of  Charges  thereon 

,    Pug  Mill,  Profit 

m    Discount 


£ 

<> 

d 

211 

8 

4 

45 

13 

3 

976 


s    d 
3    9 


165  15  I 
145  o  o 
55    3  10 

£i,34a    2    8 
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Form  7.— 


Mr.    THOMAS    PLANT. 
Balance  Sheet  at  31st  March  1903. 


Liabilities. 

Capital  Account- 
Balance  at  I  St  April  1902  . . 
Add  Interest  on  Capital  at  5% 
Net  Profit  for  year 

Ltsi  Drawings 

Creditors — 

On  Open  Accounts 

On  Buls  Payable 

Accruing  Liabilities 


s    d 


ii5oo 
75 


942 

2 

8 

2,517     2 
704   13 

8 
5 

1,780 

248 

30 

0 
0 
0 

0 
0 
0 

s    d 


1.81a    9    3 


2,058    o    o 


£3.870    9    3 


Aisets. 

Plant  and  Machinery— 
Balance  at  ist  April  1902 
Additions  during  year 


Less  Depreciation  at  10% 


Horses,  Carts,  Harness,  Ac- 
Balance  at  ist  April  X902 
Less  Depreciation  at  15  % 


Stock  of  Stores  on  hand 


Work  in  Progress 

Add  Proportion  of  Charge* 


Less  Cash  received  on  Account 

,  Sundry  Debtors        

Cash  at  Bank 

m     in  hand 

•     with  Foreman 


s    d 


1,229 
220 


1,449    O 
122     O 


200     O     O 
30    O    O 


1,597  w    3 
79  17    o 


X.677    9    3 
500    o    o 


175  o 
25  o 
50    o 


s    d 


1,327    0   0 


170    0    0 
115    0    0 


1.177   9   3 
831    0   0 


250   0   0 


£3,870    9   3 


Ube  Tlortbern  Cbactere^  accountants 
Stu^ent^'  Society* 

Annual  Meeting— Report  and  Accounts. 

The  third  annual  general  meeting  was  held  in  the 
Library,  13  Grey  Street,  Newcastle-upon-Tyne,  on  the  27th 
March. 

There  were  present :  Messrs.  F.  C.  Squance,  F.C.A. 
(Chairman);  J.  G.  Swan.  A.C.A. ;  J.  G.  Nixon,  Junr., 
A.C.A. ;  J.  R.  Hadaway,  A.C.A. ;  F.  R.  Dixon,  A.C.A. ; 
G.  Atkinson  (Hon. Secretary) ;  W.  G.  Vann  (Hon.  Treasurer), 
and  a  fair  attendance  of  ordinary  members. 

The  minutes  of  the  last  meeting  were  read  and  confirmed. 

The  Report  and  Accounts  were  adopted  for  the  year  as 

follows : — 

REPORT  AND   ACCOUNTS. 

The  Committee  have  pleasure  in  presenting  their  Third 
Annual  Report. 

The  number  of  members  at  the  close  of  the  year  was 
92,  a  decrease  of  one  as  compared  with  last  year. 

Number  at  April  i  1906 
Elected  during  year  . . 

Resigned  during  year 

Lapsed  during  year  . . 


on. 

Ord. 

Total 

40 

53 

93 

0 

13 

13 

40 

66 

106 

6 

3 

9 

34 

63 

97 

0 

5 

5 

34 


S^ 


92 


There  have  been  nine  Committee  Meetings  held  during 
the  year.    The  attendances  are  as  follows : — 

F.  C.  Squance,  F.C.A 2 

T.  Wallace,  F.C.A 3 

T.  Bowden,  F.C.A 3 

E.  Sparks,  F.C.A.  o 

F.  G.  Nixon,  Junr.,  A.C.A 3 

F.  R.  Dixon,  A.C.A 7 

G.H.Barbour 6 

£.  Sparks,  Junr 5 

J.G.Rutherford 5 

J.  G.  Swan  6 

W.  G  Vann  (Hon.  Treasurer) 8 

G.  Atkinson  (Hon.  Secretary) 9 

The  following  Ordinary  Meetings  have  been  held  darin|( 
the  year : — 

1906. 
Oct.  10. — Presidential  Address.  Mr.  F.  C.  Squance,  F.C.A. 

„    19. — Lecture,  "  Deeds  of  Arrangement."    Mr.  Tinsley 
Lindley,  LL.D. 

,,     31. — Debate  on  *•  Income  Tax  Reform.** 

Nov.  14. — Lecture,  "The  Criticism  of  Accounts.'*  Mr. 
W.  R.  Hamilton,  F.C.A. 

Dec.  19. — Lecture,  ••  The  Preparation  of  Certificates  by 
Chartered  Accountants  for  purposes  of  Joiot 
Stock  Company  Flotation."  Mr.  A.  F.  Dodd, 
F.C.A. 
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1907. 

Jan.  10. — ^Joint  Debate.  Three  members  of  this  Society 
went  to  Leeds  to  take  part  in  a  Debate  on 
"  Income  Tax  Reform." 

,,     17. — Lecture,   *' Builders*  Accounts."     Mr.  John   A. 
Walbank.  A.C.A. 

,,    30. — Joint  Debate  with  the  Law  Students'  Society  on 
•'  The  Channel  Tunnel  Scheme." 

Feb.  13.— Lecture,  "  A  Dip  into  The  Accountant:*  Mr.  J.  G. 
Nixon,  Junr.,  A.C.A. 

Mar.  6.— Lecture,  "Cost  Accounts  for  Small  Manu- 
facturers.** Mr.  M.  Webster  Jenkinson,  A.C.A. 

The  Union  of  Chartered  Accountant  Student  Societies 
has  held  one  meeting  during  the  year,  and  your  representa- 
tive Mr.  H.  H.  Bowden,  was  present. 

Your  Committee  regret  that  so  far  no  definite  result  has 
attended  the  efiforts  of  the  Working  Union  to  obtain  for  this 
and  other  Students'  Societies  a  special  grant  from  the  Insti- 
tute in  London  for  the  formation  of  Students'  Libraries. 

A  series  of  Educational  Classes  was  started  in  December 
last,  and  twenty-one  students  joined.  A  twelve  months' 
coarse  will  be  worked,  Mr.  J.  G.  Nixon,  Junr.,  A.C.A.,  con- 
ducting the  classes  in  Accountancy,  and  Mr.  H.  S.  Mundahl 
(Barrister-at-Law)  those  in  Law. 

The  third  annual  dinner  of  the  Society  was  held  at 
Tilley's  Restaurant,  on  Tuesday,  nth  December  1906,  when 
about  twenty-five  were  present.  Mr.  F.  C.  Squance 
presided,  and  was  supported  by  Mr.  Thomas  Gourlay, 
Official  Receiver,  Newcastle-upon-Tyne,  and  Mr.  Edward 
Clark,  Solicitor,  Newcastle-upon-Tyne. 

The  following  members  of  the  Society  passed  the  exami- 
nations held  in  May  and  November  1906 : — 

Intermtdiate,  May  1906. 
G.  Atkinson  (John  A.  Walbank),  Certificate  of  Merit, 
H.  C.  Watson  (J.  A.  Sisson),  Certificate  of  Merit. 

Final. 
E.  W.  Ismay  (A.  P.  Spence),  Certificate  of  Merit. 
J.  H.  Morton  (A.  H.  S.  Glenton),  Certificate  of  Merit, 
\V.  Patterson  (T.  C.  Martin). 
J.  G.  Swan  (T.  Harrison). 
J.  Winn  (J.  A.  Gardner). 

Intermediate,  November  1906, 
H.  H.  Bum  (A.  H.  S.  Glenton),  Certificate  of  Merit. 
G.  H.  Barbour  (T.  Vasey). 
U.  R.  Gerry  (W.  Davison,  Junr.). 


W.  R.  Lowe  (T.  Eyton). 

J.  McNeill  (A.  E.  Carr). 

J.  G.  Rutherford  (F.  C.  Squance). 

H.  W.  Waller  (T.  Wallace). 

C.  Wright  (F.  Winter). 

Final. 
F.  V.  Spark  (E.  Sparks),  Certificate  of  Merit. 
W.  C.  Allan  (J.  H.  Armstrong). 
C.  M.  D.  Brown  (W.  Swan). 
N.  Harrison  (J.  H.  Armstrong). 
F.  Pragnell  (T.  G.  Bowden). 
J.  Wilson,  Junr.  0-  Miller). 

In  accordance  with  Rule  1 1  the  whole  of  the  officers  and 
Committee  retire. 

The  representation  of  the  Society  on  the  Working  Union 
having  fallen  vacant  by  the  resignation  of  Mr.  H.  H. 
Bowden,  A.C.A.,  it  will  be  necessary  to  elect  another  repre- 
sentative. Your  Committee  desire  to  take  this  opportunity 
of  acknowledging  the  valuable  services  of  Mr.  Bowden. 

Your  Committee  also  desire  to  place  on  record  their 
appreciation  of  the  services  of  Mr.  F.  C.  Squance  as 
President. 

F.  C.  Squance,  President* 

G.  Atkinson,  Hon.  Sec. 


Mr.  T.  Wallace,  F.C.A.,  was  elected  President,  and  Mr. 
J.  G.  Nixon,  Junr.,  A.C.A.,  Vice-President,  for  the  ensuing 
year. 

The  following  gentlemen  were  elected  members  of  the 
Committee : — 

Honorary  Member:  Mr.  F.  R.  Dixon,  A.C.A. 

Ordinary    Members:    Messrs.    G.    H.    Barbour,    J.    G. 
Rutherford,  J.  G.  Swan,  A.  Bell,  and  H.  C.  Watson. 

Mr.  H.  H.  Burn  was  elected  Secretary,  and  Mr.  W.  G. 
Vann  re-elected  Treasurer. 

Mr.  Roy  C.  Dunford,  A.C.A..  was  re-elected  Honorary 
Auditor,  together  with  Mr.  J.  R.  Hadaway,  A.C.A.  (in  place 
of  Mr.  J.  Miller,  A.C.A.,  resigned). 

Mr.  W.  G.  Vann  was  elected  representative  on  the  Work- 
ing Union  of  Chartered  Accountant  Student  Societies. 

Votes  of  thanks  to  Messrs.  F.  C.  Squance,  F.C.A., 
J.  Miller,  A.O.A.,  R.  C.  Dunford,  A.C.A.,  H.  H.  Bowden, 
A.C.A.,  G.  Atkinson,  and  W.  G.  Vann  terminated  the 
meeting. 
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Income  and  Expenditure  Account  for  Year  ending  31st  March  1906. 


Cf. 


Expendituu. 

£    s   d     £    s 
Previous  Year. 
To  General  Expenses:— 

Printing  and  Stationery 6  IS    6     3  10 

Postages 4  14    6     53 

Travelling  Expenses       13  H  10    10    i 

Sundries 0    5    6     04 

25  to    4 
n  Joint  Transactions  :— 

Balance  under-provided  for  year  1905-6  o  15 

Ltis  Sales 0  10  11      05 

m  Union    of    Chartered  Accountant 
Student  Societies:— 

Levy  of  6d.  permember 2    6    0 

»  Bad  Debts  written  off  : — 

6  Ordinary  Members'  Subscriptions,  10/6 

•  Provision  for  Outstanding  Charges:— 

Postages  and  Printing  of  Report  5    0    0     3  10 

Joint  Transactions  9   0   0    10  10 

14    0   0 
m  Depreciation  op  Bookcase,  zo%  per 

annum 0  12    7 

•  Balance  Carried  to  Balance  Sheet    10   0  11 

£53    0    9 


d     £    s   d 


19    2    o 


1  19 
3    3 


14    o    o 


O   IX 

15  " 


£54  16    8 


Income. 

£    s  d     £ 
Previous  Year. 
By  Subscriptions  : — 

President 110     xi 

Vice-President       0  10    6     o  10 

37  Honorary  Members  at  10/6  . .        .,    91  15    9    ig    i 
58  Ordinary  Members  at  zo/6    . .        . .    28  17    6    30    g 


«  Entrance  Fees  :— 

X3  Ordinary  Members  at  5/- 
«  Annual  Dinner  : — 

Tickets  sold  

Less  Expenses       Loss 

»  Interest  on  Bank  Deposit  Account 


2    9    0 


s   d     £    s  d 


59    4    9 

3    5    0 


51    9    0 

350 


10  13    o 
10  12  II 


O     O     I 

027 


£^0    9 


£5416   8 


Balance  Sheet,  as  at  31st  March  1907. 


Liabilftus.  £    s  d     £    s   d 
Subscriptions  in  Advance  :— 

2  Honorary  Members  at  10/6  i    i  o 

I  Ordinary  Member  at  10/6 o  zo  6 

Educational  Class  Fees  in  Advance       

Provision  for  Outstanding  Charges       

Capital  Account  : — 

As  at  I  St  April  1906 13  19  11 

Add  Surplus  of  Income  over  Expenditure  for 
the  year  to  date,  as  per  account  annexed        . .     15  zi    3 

Note.— The  transactions  relating  to  the  Educa- 
tional Classes  recently  formed,  being  in- 
complete, are  not  incorporated  in  the  above 
accounts,  with  the  exception  of  the  fees 
received  from  the  Students,  which  are 
carried  forward 


I  II  6 
9  15  o 
14    o    o 


2)   II 


£54  X7    8 


Assets.  £    s  d 
Bookcase  and  Library: — 

As  at  1st  April  1906 5  13    5 

Less  Depreciation,  10%  per  annum  . .  01x4 

Union     of    Chartered    Accountant    Student 
Societies  : — 
Subscription  overpaid,  carried  forward  . . 

Subscriptions  in  Arrear: — 

I  Honorary  Member  at  10/6. .  o  10    6 

3  Ordinary  Members  at  10/6 1116 

Cash  at  Bank  :— 

On  Deposit  Account £35    0    o 

Add  Interest  thereon  accrued  due 
to  date 027 


35 


£   s  d 


5    2    I 


On  Current  Account 1236 


47   <>    ' 
£5i  17    8 


Walter   G.    Vann, 

Honorary  Treasurer. 


Audited  and  certified  correct, 

Honorary  Auditors. 


personal. 


Mr.  T.  H.  HogartHi  Chartered  Accountant,  announces 
that  he  has  commenced  to  practise  at  York  City  and  County 
Bank  Chambers,  Lowgate,  Hull. 

The  partnership  hitherto  existing  between  Messrs. 
Haydon  &  Haydon  has  been  dissolved  by  mutual  consent 
as  from  the  30th  April  1907,  so  far  as  regards  Mr. 
A.  H.  Partridge,  who  will  practise  separately  at  2 
Gresham  Buildings,  Basinghall  Street,  E.C.  The  other 
members  of  the  firm  of  Haydon  &  Haydon  will  continue 
to  carry  on  business  under  the  same  name  as  heretofore  at 
the  same  address,  32  Great  St.  Helens,  E.C. 

Messrs.  Kxdsons,  Taylor  &  Everett,  Chartered  Ac- 
countants,   have    removed    to    5-7    Southampton    Street, 
rand,  London,  W.C. 


failures  ant)  Stile  ot  Sale  in  Bnaland 
ant)  xnialee* 


According  to  Kimp's  Mitcantile  GautU,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday  May  loth  was  164,  vix,  :— 
New  Bankruptcy  Proceedings  published  in  the  London  GuittSt 
87  ;  Deeds  of  Arrangement  registered,  77.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were: 
Bankruptcies,  82 ;  Deeds  of  Arrangement,  79— total,  161 ; 
being  an  increase  of  3.     The  total  number  of  commercial 
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failures  recorded  during  the  19  weeks  of  the  present  year  is 
2,926;  the  total  number  recorded  in  the  corresponding  19 
weeks  of  last  year  was  3,153,  showing  a  decrease  of  227. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday 
May  loth,  was  137.  The  number  in  the  corresponding  week 
of  last  year  was  137  also,  showing  no  alteration.  The  total 
number  filed  during  the  19  weeks  of  the  present  year  is  2,890  ; 
the  total  number  filed  in  the  corresponding  19  weeks  of 
last  year  was  2,894,  showing  a  decrease  of  4. 


Debentures. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week  ending 
Friday  May  loch  amounted  to  /i,  140, 547.  by  way  of 
addition  to  /i»797t275,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ;(2, 386,234,  showing  a  decrease  of 
;( 1, 245,687.  The  total  amount  registered  during  the  19 
weeks  of  the  present  year  is  ;(33»836,4i8  (in  addition  to  the 
issues  in  previous  years  by  the  same  companies),  as 
compared  with  ;f3 11778,099  for  the  corresponding  19  weeks 
in  1906,  showing  an  increase  of  ;(2,o58,3i9. 


The  Profession  in  Scotland. 


S4Sottiih  IniolTenelM. 


For  the  week  ending  nth  May  the  number  of  insolvencies 
reported  in  Scotland  was  33,  as  compared  with  32  in  the 
corresponding  week  of  last  year.  The  trust  deeds  numbered 
z6,  as  compared  with  18  ;  the  sequestrations  6,  as  compared 
with  II ;  and  the  petitions  for  cessio  11,  as  compared  with  3. 
The  total  number  of  insolvencies  for  the  nineteen  weeks  of 
the  year  is  542.  as  compared  with  508  in  the  corresponding 
period  of  last  year — the  trust  deeds  numbering  261  against 
240,  the  sequestrations  100  against  127,  and  the  petitions 
for  cessio  181  against  141.  Of  the  16  trust  deeds  reported 
daring  the  week,  11  were  granted  in  favour  of  Chartered 
Accountants.  One  voluntary  liquidation  of  a  limited 
liability  oompany  was  gazetted  during  the  week,  making 
57  for  the  nineteen  weeks. 


The  Profession  in  Ireland. 


The  Inititate  of  Gbartered  AoeonnUiiti  In  Ireland. 


A  MEETING  of  ibe  Council  was  held  at  the  offices  of  the 
Institute,  4  College  Green,  Dublin,  on  Wednesday,  8th  May, 
Mr.  Robert  Stokes,  President,  in  the  chair.  There 
were  also  present  Messrs.  M.  Shaw,  W.  Fitzsimons,  Robt. 
Walsh,  J.  H.  Woodworth.  J.  E.  Magill,  J.  M*Cullough, 
J.  M.  Kean,  M.  Crowley,  E.  McCarthy,  J.  Harold  Pim, 
and  C.  G.  Mitchell  (Assistant  Secretary). 

The  minutes  of  the  last  meeting  having  been  read  and 
passed,  the  applications  of  candidates  for  the  examina- 
tions were  considered.  It  was  decided  to  hold  the  Pre- 
liminary and  Intermediate  Examinations  ooi  the  19th,  aoth, 
and  aist  June  concurrently  at  Dublin  and  Belfast.  Mr. 
C.  H.  Joynt,  Belfast,  was  admitted  an  Associate  not  in 
practice.  The  usual  quarterly  business  having  been  trans* 
acted,  the  meeting  terminated. 


Innnal  Meeting. 

The  nineteenth  annual  meeting  was  held  at  the  offices 
of  the  Institute  on  Wednesday,  8th  May,  Mr.  Robert 
Stokes  in  the  chair.  Theie  were  also  present  Messrs.  M. 
Shaw,  W.  Fitzsimons,  R.  Walsh,  J.  H.  Woodworth,  J.  E. 
Magill,  J.  M'Cullough,  J.  M.  Kean,  M.  Crowley,  E. 
McCarthy,  J.  Harold  Pim,  A.  Klingner.  J.  Mackie,  W.  H. 
Woodworth,  P.  J.  Kevaos,  and  C.  G.  Mitchell. 

The  notice  convening  the  meeting  and  the  minutef  of 
the  last  meeting  were  read. 

REPORT  AND  ACCOUNTS. 

The  Council,  in  submitting  their  nineteenth  annual 
report  and  statement  of  accounts  for  the  year  ended  3i8t 
December  1906  have  to  report  that  the  Income  and 
Expenditure  Account  shows  a  surplus  of  £^  8s.  3d. 

Examinations  were  held  in  Dublin  during  the  month  of 
June,  and  at  Belfast  during  the  months  of  June  and 
December.  Twenty-three  candidates  applied  to  be 
examined,  viz. :  — 

Nine  Preliminary, 
Seven  Intermediate, 
Seven  Final. 

In  the  Preliminary  Examination  six  candidates  passed 
and  two  failed,  and  one  candidate  did  not  present  himself ; 
in  the  Intermediate  all  the  candidates  were  successful ;  in 
the  Final  five  candidates  passed  and  two  failed. 
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Th«re  were  nine  articles  of  clerkship  registered  during 
the  year,  making  the  total  number  of  articled  clerks  regis- 
tered to  be  77. 

Nine  candidates  were  admitted  to  membership  as 
Associates,  viz. :  — 

Five  in  practice  and  four  not  in  practice. 
One  Associate  was  admitted  a  Fellow. 
The  total  number  of  members  at  the  close  of  the  year 
was  76,  as  follows  :  — 

Fellows  in  Practice 24 

Associates      do.  37 

Do.       not  in  Practice        15 

"76 

The  Belfast  members  of  t2he  Institute  have  during  the 

year  formed  a  local  Society,  under  the  title  of  The  Belfast 

Society  of  Chartered  Accountants.     Your  Council  have 

granted  a  sum  of  £$0  towards  the  expenses  of  formation, 


with  an  additional  annual  grant  of  ^£15,  believing  that 
this  Society  will  be  of  great  bexkefit  to  the  junior  memben 
of  the  Institute,  and  to  the  members  generally. 

The  following  members  of  the  Council  retire  :  — ^Messrs. 
J  M.  Kean,  J.  £.  Magill,  J.  M'CuUough,  and  Robert 
Stokes,  Irat  all  are  deemed  to  be  nominated  for  re-election 
under  Bjre-law  6. 

The  President,  Mr.  Robert  Stokes,  the  Hon.  Secretaiy 
and  Treasurer,  Mr.  J.  Harold  Pim,  and  the  Auditors, 
Messrs.  William  Mayes  and  W.  H.  Woodworth,  retire,  and 
offer  themselves  for  reflection. 

By  order  of  the  Council, 

J.  Hakold  Pim. 
Hon,  Secretary  and  Treasurer. 

4  College  Green,  Dublin. 
25th  April  1907. 
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Income  and  Expenditure  Account  for  Year  ended  31st  December  1906. 


Cr. 


Expenditure. 

£    s 

To  Rent 30    o 

«    Advertising 36 

»    Printing  and  Stationery 33  14 

•    Travelling  Expenses        45     i 

w    Examiners'  Fees loo  i6 

«    Office  Exuenses  and  Sundries 46  14 

m    Grant  to  Belfast  Office 25    o 

^    Special  Grant  for  the  formation  of  the  Belfast 

Society  of  Chartered  Accountants  . .  . ,  50  o 
V    Amount  now  written  off  for  Depreciation  on 

Office  Furniture,  Fittings,  and  Library    . .  zo    o 

,  Balance,  being  excess  of  Income  over  Ex- 
penditure for  this  year,  carried  to  Balance 
Sheet        


£   s   d 


344  "  " 


•      97    8    3 
^443    o    2 


Income. 

£    s    d        £    s 
By  Entrance  Fees— 

1  Fellow  10  10    o 

9  Associates  at  £10  los 94  10    o 

105    0 

«    Annual  Certificate  Fees— 

24  Fellows  at  £s  5s 126    o    o 

35  Associates  at  £3  3s no    5    o 

2  •  for  Half-year  at  £1  zzs.  6d.         3    3    o 

239    8 

•  Annual  Subscriptions— 

Z5  Associates  at  jCi  IS 1515 

m    Examination  Fees  3S  17 

m    Interest  on  Investments  23    o 

m    Rent 20   0 


£442    o   » 


Balance   Sheet,   31st  December   igo6. 


Liabiiities 

£    8    d 

Sundry  Creditors         

Income  and  Expenditure  Account- 
Balance  at  3  zst  December  1905 873    6    3 

Add — 
Excess  of  Income  over  Expenditure  for  year 
ended  3zst  December  1906 97    8    3 


s    d 


970  14    6 


jCz,o68  14    7 


Asstts 

iC    8    d      £    ^   d 

£300  Dublin  Corporation  Stock,  cost        320  12   0 

(Market  Value  at  this  date,  £279  os.  od.) 

£2Z2  ss.  od.  2i  %  Consols,  cost 200    o   0 

(Market  Value  at  this  date,  £z82  6s.  od.) 
£219  14s.  6d.  Guaranteed  2}  %  Stock  (Irish  Land 

Act,  Z903),  cost  200    0   o 

(Market  Value  at  this  date,  £191  Z9s.  8d.) 
£zo7  19s.  6d.  Guaranteed  (Mature)  Land  Stock. 

cost        xoo    o   0 

(Market  Value  at  this  date,  £93  8s.  od.) 
Furniture,  Fittings,  and  Library- 
Dublin         93  t6  zz 

Belfast         15    o   o 

Additions  during  year 31  z6    3 

Z40  Z3    2 
Less  amount  now  written  off zo   o    o 

150  i;,    : 

Stock  of  Stationery,  Bye-Laws  and  Examination 

Papers,  estimated 10    o   0 

Sundry  Debtors  for  Rent 500 

Dividends  accrued  due         zz  14    r 

Cash  in  National  Bank,  Lim 86    5    3 

»       hands  of  Hon.  Treasurer 4    9    7 

90  Z4  ro 

£z,o68  Z4   r 


)UBLtN,  Z4M  April  Z907. 


We  have  examined  and  vouched  the  foregoing  Accounts,  and  find  same  to  be  correct. 

William  Mayes       ) 


W.  H.Woodworth/ 


Avditert. 


May  i8,  1907. 
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The  Chainnan,  in  moying  the  adoption  of  the  report  and 
accounts  for  the  past  year,  said,  I  think  there  is  little  need 
for  me  to  go  into  a  lengthy  explanation  of  the  items  ;  they 
speak  veiy  much  for  themselves,  and  compare  favourably 
with  the  previous  year.  However,  to  refer  generally,  I  may 
state  that  the  receipts  were  greater  and  the  expenditure  for 
ordinary  purposes — leaving  out  the  special  grant  of  £$0  to 
Belfast— less ;  but  even  taking  this  grant  into  account,  our 
surplus  income  was  larger  than  last  year,  and  I  am  glad 
to  say  our  investments  have  slightly  increased.  The  num- 
ber of  candidates  who  came  up  for  examination  was  prac- 
tically the  same  as  last  year,  but  there  were  nine  articles 
of  clerkship  registeired,  as  against  three  in  1905,  thus  bring- 
ing the  total  number  of  articled  clerks  registered  up  to  77. 
I  may  state  for  jrour  information  that  out  of  this  total  55 
were  registered  in  Belfast,  which  points  to  the  fact  that 
accountaiKry  is  more  popular  as  a  profession  in  that  city,  or 
possibly  there  is  more  scope  for  it.  You  will  also  observe 
from  the  report  that  the  Belfast  members  have  formed  a 
local  Society  of  Chartered  Accountants,  I  presume  much 
on  the  same  lines  as  similar  Societies  in  most  of  the  large 
towns  in  England,  which  I  feel  sure  will  prove  of  great 
benefit  to  the  junior  members  of  the  Institute  and  students, 
particularly  having  regard  to  the  library  and  the  proposed 
lectures.  You  will  see  from  the  following  extract  I  have 
made  from  their  rules  and  regulations  the  main  objects 
in  view  are:  — 

"To  protect  the  character,  status,  and  interests  of 
Chartered  Accountants,  to  promote  honourable  prac- 
tice, to  repress  malpractice,  settle  disputed  points  of 
practice,  to  arrange  for  lectures,  to  promote  personal 
acquaintance  and  good  feeling,  to  encourage  pro- 
ficiency in  accountancy,  and  numerous  other  objects." 

I  think  you  will  agree  with  me  that  several  of  the  objects 
I  ha\'e  mentioned  will  also  greatly  benefit  the  parent  Insti- 
tute by  assisting  it  to  brin^  into  line  members  who  are  not 
disposed  to  adhere  strictly  to  the  bye-laws.  I  may  here 
mention  that  questions  as  to  the  violation  of  the  bye-laws 
are  continually  coming  before  the  Council,  and  some  of 
you,  no  doubt,  are  aware  that  last  year  one  of  the  members 
was  excluded  from  the  Institute  for  the  offence  of  adver- 
tising and  touting.  The  Council  are  determined  to  take 
strong  measures  where  members  persist  in  transgressing 
the  bye-laws,  either  openly  or  by  subterfuge.  I  am  sorry 
to  say  the  latter  mode  is  very  often  resorted  to.  Dublin 
mi^t  with  advantage  follow  the  example  of  Belfast,  and 
form  a  local  Society  if  the  number  of  members  and 
students  warranted  them  doing  so,  but  if  you  refer  to  the 
last  list  of  members  you  will  find  that  there  are  only  25 
members  in  Dublin  as  against  43  in  Belfast,  and  these 
acunbers  do  not  take  into  account  the  articled  clerks, 


which  in  Belfast,  as  I  have  before  stated,  largely  exceed 
those  of  Dublin.  Then  there  is  the  question  of  etiquette  in 
the  profession.  I  think  there  are  many  points  that  might 
be  usefully  discussed  by  the  members,  which  might  bring 
about  a  better  understanding.  For  some  time  past  the 
Council  have  had  under  consideration  the  amendment  of 
the  present  bye-laws  of  the  Institute,  and  the  time  taken  in 
bringing  them  into  shape  has  been  much  longer  than  was 
anticipated.  Your  Hon.  Secretary  has  had  to  devote  a 
considerable  amount  of  attention  to  them,  with  your  solici- 
tor and  counsel,  over  the  numerous  amendments,  <tnd  1 
think  you  will  find  the  proposed  new  bye-laws  generally 
improved.  It  is  intended  to  send  a  copy  to  each  of  the 
members  for  their  approval,  after  which  it  will  be  neces- 
sary to  get  them  approved  by  the  Council,  and  afterwards 
adopted  at  two  successive  general  meetings  of  the  Institute. 
I  would  be  pleased  to  see  a  greater  number  of  those  who 
have  passed  their  Final  Examination  join  the  Institute, 
and  not  remain  out  of  the  fold  until  such  time  as  they  com- 
mence to  practise.  To  encourage  this  it  is  proposed  in 
the  new  bye-laws  to  reduce  the  entrance  fee  for  Associates 
not  in  practice  to  five  instead  of  ten  guii»eas,  a  further  sum 
of  five  guineas  to  be  paid  on  the  member  commencing 
to  practise.  There  has  been  no  meeting  in  London  during 
the  year  of  the  Joint  Committee  of  Chartered  Accountants, 
and  I  regret  no  steps  have  been  taken  to  put  the  profession 
generally  on  a  better  footing,  but  I  am  fully  alive  to  the 
difficulties  there  are  to  contend  with.  The  number  of  new 
Societies  springing  up,  composed  of  members  who,  with 
few  exceptions,  are  not  eligible  to  enter  any  of  the  Char- 
tered bodies,  are  legion,  and  must  be  most  confusing  to 
the  general  public.  There  is  no  doubt  the  term  ''Char- 
tered Accountant"  has,  if  I  may  say  so,  a  considerable 
amount  of  goodwill  attached  to  it,  and  will  always  carry 
weight  with  the  public. 

Mr.  M.  Shaw  (Belfast)  then  gave  a  short  account  of  the 
doings  of  the  Belfast  Society  since  its  inception. 

The  report  and  accounts  having  been  adopted,  the  follow- 
ing  officers  were  elected,  viz. :  — 

President,  Mr.  Robert  Stokes  (re-elected).  The  retiring 
members  of  the  Council,  Messrs.  J.  M.  Kean,  J.  E.  Magill, 
J.  M'Cullough  (re-elected).  Hon.  Secretary  and  Treasurer, 
Mr.  J.  Harold  Pim  (re-elected).  Auditors,  Messrs.  Wm. 
Mayes  and  W.  H.  Wood  worth  (re-elected). 

With  a  vote  of  thanks  to  the  Chairman  the  meeting 
terminated« 
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TLbc  AfM)le  Uemple* 

It  is  somewhat  difficult  to  learn  aught  of  the  origin  of 
the  Middle  Temple.  Though  it  was  no  doubt  in  existence 
before  then,  the  books  of  the  Templars  only  go  back  to  the 
i6th  year  of  the  reign  of  Henry  VII.  (1500-1)  when  one 
]ohn  Brooke  seems  to  have  been  Treasurer.  It  was 
enacted  somewhere  about  that  time  that  members  of  the 
House  might  be  excused  from  living  in  Commons  on 
account  of  their  wives  being  in  town,  or  for  some  other 
special  reason. 

In  the  reign  of  Queen  Mary  eight  gentlemen  of  the 
Temple  were  expelled  the  Society  and  committed  to  the 
Fleet  for  wilful  disobedience  to  the  Bench,  but  on  their 
humble  submission  were  finally  readmitted.  In  1557  an 
Act  of  Parliament  was  passed  which  would  have  warmed 
the  heart  of  Frank  Richardson.  It  prohibited  beards  of 
more  than  three  weeks'  growth,  and  barristers  were  ordered 
to  abandon  the  wearing  of  Spanish  cloaks,  swords,  bucklers, 
rapiers,  gowns,  hats,  or  daggers  at  their  girdles. 

It  was  in  the  Hall  of  the  Middle  Temple  that 
Shakespeare's  "Twelfth  Night"  was  given  a  second  pro- 
duction, some  six  months  after  its  first  appearance  at  the 
Globe  Theatre.  "At  our  feast,"  says  Manningham,  a 
barrister  of  Elizabethan  fame,  in  his  diary  under  date 
February  2nd  1601,  "  we  had  a  play  called  •  Twelfth  Night, 
"or  What  you  Will,'  much  like  the  '  Comedy  of  Errors,' 
<*  or  '  Menechmi  in  Plautus,'  but  most  like  and  neere  to  that 
"  in  Italian  called  '  Inganni.'  A  good  practice  in  it  is  to 
' '  make  the  steward  believe  his  lady  widdowe  was  in  love 
"  with  him  by  counterfayting  a  letter  as  from  his  lady,  in 
"  generall  terms  telling  him  what  shee  liked  best  in  him," 
and  so  on.  The  revels  in  the  Middle  Temple  were  most 
gorgeous  and  merry,  the  feasting  being  attended  with  much 
ceremony.  Sackbuts,  cornets,  and  recorders  heralded  the 
arrival  of  every  course. 

In  January  1678  a  great  fire  broke  out  which  destroyed 
the  whole  of  Pump  Court,  Elm-Tree  Court,  Vine  Court, 
and  part  of  Brick  Court.  The  night  was  intensely  cold, 
and  no  water  could  be  obtained.  The  Templars,  therefore, 
fed  the  engines  with  barrels  of  ale.  The  beer  did  but  little 
good,  and  recourse  was  had  to  gunpowder  for  blowing  up 
the  buildings  in  immediate  danger.  Amongst  those  whose 
names  are  to  be  found  in  the  books  of  the  Middle  Temple 
we  find  Edmund  Burke,  Richard  Brinsley  Sheridan.  Sir 
Walter  Raleigh,  Wycherley  and  Congreve,  Blackstone, 
Eldon  L.C.,  and  Lord  S  to  well. 

{Law  Clerk.) 


JBanft  Kate  ot  SMsconnt* 

Oct.  19th  1906       6% 

Jan.  17th  1907         5% 

April  nth  1907 4j% 

„     25th  1907 4% 


Nelson's  LiBRARV.—Messn.  Thomas  Nelson  &  Sons  have 
now  issued  the  first  foot  volumes  of  the  above  library,  which  will 
consist  of  the  best  copyright  novels  of  the  present  day  issued  in 
most  neatly-bound  and  well-printed  little  volumes  at  the  extremely 
low  price  of  7d.  each.  The  following  are  announced  as  the  first 
twelve  volumes  of  this  library: — "The  Marriage  of  William 
Ashe,"  by  Mrs.  Humphry  Ward:  "The  Intrusions  of  Peggy," 
by  Anthony  Hope ;  "  The  Fortune  of  Christina  M'Nab,"  by  S. 
Macnaughtan ;  "  The  Battle  of  the  Strong,"  by  Sir  Gilbert  Parker ; 
"Robert  Elsmere,"  by  Mrs.  Humphry  Ward;  "Quisant^/'  by 
Anthony  Hope;  "No.  5  John  Street,"  by  Richard  Whiteing; 
"  Incomparable  Bellairs,"  by  Agnes  and  Egerton  Castle;  '*  The 
History  of  David  Grieve,"  by  Mrs.  Humphry  Ward;  "The 
King's  Mirror,"  by  Anthony  Hope;  "John  Charity,"  by  H.  A. 
Vachell ;  "Sir  John  Constantine,"  by  " Q." ;  and  these  will  be 
followed  by  other  copyright  novels  by  the  best  modem  authors. 


ConUnH  ot  No.  1693,  May  18,  1907. 
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XeaOfna  Httfclee* 


Bankruptcy  Reform. — IV. 


''PHE  pressure  of  events  of  more  urgent 
^  importance  has  compelled  us  to  postpone 
until  the  present  time  our  comments  upon  the 
concluding  article  on  Bankruptcy  Reform, 
by  Mr.  Allen  Edwards,  F.C.A.,  which 
appeared  in  our  issue  of  the  30th  March  last. 

In  the  instalment  now  under  review  the 
writer  deals  with  the  important  subject  of 
officialism,  and  contrasts  unfavourably  the 
results  produced  by  Official  Receivers  with 
those  obtained  by  professional  accountants 
possessed  of  a  wide  experience  of  insolvencies. 
So  far  as  our  readers  are  concerned,  Mr. 
Edwards  is,  of  course,  preaching  to  the  con- 
verted, for  there  is,  we  imagine,  not  a  single 
practitioner,  nor  a  single  business  man  who  has 
any  knowledge  of  accountancy  methods,  who 
is  not  convinced  that  the  system  of  officialisn 
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as  applied  to  the  realisation  of  insolvent  estates 
is  bad  in  principle.  So  bad  is  it  that,  in  spite 
of  the  fact  that  the  great  majority  of  Official 
Receivers  discharge  their  duties  admirably, 
they  cannot  discharge  them  to  the  satis- 
faction of  creditors,  by  reason  of  the  fact  that, 
like  all  other  officials,  they  are  so  tied  up  by 
departmental  regulations  that  it  is  impossible 
for  them  to  act  promptly  and  to  advantage. 

Mr.  Edwards  confines  his  arguments  upon 
the  subject  largely  to  a  collection  of  the  views 
expressed  by  other  bodies.  This  plan  has  the 
advantage  of  giving  his  utterances  additional 
weight,  but  from  our  point  of  view  it  somewhat 
deprives  them  of  interest,  because  it  deprives 
them  of  novelty.  Doubtless  the  majority  of 
our  readers  are  already  well  acquainted  with 
all  the  old  arguments  and  all  the  old  denuncia- 
tions against  officialism.  The  subject  has, 
however,  by  no  means  yet  been  exhausted;  and 
were  any  useful  purpose  to  be  served  thereby, 
we  imagine  that  most  practitioners  of  experience 
could,  out  of  the  material  in  their  respective 
offices,  produce,  with  chapter  and  verse,  a  far 
more  telling  case  against  the  system  of  officialism 
than  any  of  the  generalities  that  have  yet  been 
published.  The  obvious  objection  to  such  a 
method  of  attack  is,  however,  that  it  would 
invariably  be  regarded  as  a  personal  attack 
upon  the  Official  Receivers  concerned  in  the 
cases  cited,  whereas — in  at  all  events  the  great 
majority  of  instances — it  is  the  system  that  is  at 
fault,  and  not  the  individual  official.  At  the 
same  time  it  is  to  be  feared  that  all  these 
denunciations  represent  so  much  energy  wasted, 
in  that  there  is  not  the  least  likelihood  that  the 
existing  system  will  be  abandoned.  Even 
supposing  the  Committee  now  sitting  should 
unanimously  report  against  officialism,  we  may 
be  quite  certain  that  that  would  not  of  itself 


bring  officialism  to  an  end.  A  Committee  at 
least  equally  important  and  representative 
reported  nearly  four  years  ago  against  the 
existing  system  of  official  audit  of  the  accounts 
of  local  authorities,  but  the  last  Government 
simply  announced  its  intention  of  not  acting 
upon  that  report,  and  there  is  every  reason  to 
believe  that  the  present  Government  will 
shortly  evolve  a  scheme  for  extending  the 
system  of  official  audits.  Parliamentary  and 
Departmental  Committees  receive  the  utmost 
attention  when  they  report  in  favour  of  the 
course  that  commends  itself  to  the  permanent 
officials  who  "  run  "  the  various  Government 
Departments,  but  if  their  recommendations  are 
adverse  to  those  Departments,  of  course 
nothing  is  simpler  than  to  ignore  them  and 
allow  the  existing  state  of  affairs  to  continue 
unaltered. 

For  these  reasons  it  is,  we  are  convinced, 
hopeless  to  expect  that  any  material  improve- 
ments will  be  effected  in  the  present  methods 
of  insolvency  procedure.  It  may  be  hoped, 
however,  that  a  concise  statement  of  the  evils 
of  this  procedure,  showing  inter  alia  how  much 
greater  is  the  expense  involved  than  was  antici- 
pated at  the  time  of  its  introduction,  may  at 
least  serve  the  useful  purpose  of  rendering  any 
further  extension  of  officialism  impracticable 
for  the  time  being ;  and  in  that  way,  if  in  no 
other,  much  good  may  come  of  the  collection 
of  arguments  put  forward  by  Mr.  Allen 
Edwards  in  his  concluding  article. 

There  is  one  somewhat  important  point, 
however,  which  does  not  appear  to  be  touched 
upon,  and  that  is,  even  supposing  that  the 
existing  system  must  be  retained,  there  is 
obviously  not  a  single  word  to  be  said  in  favour 
of  the  highly  undesirable  practice  that  has 
grown  up  of  late  years  of  seriously  delaying 
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the  order  of  adjudication  and  the  completion 
of  a  trustee's  appointment  after  the  usual  reso- 
lutions have  been  passed  by  creditors  in  favour 
of  adjudication  and  appointing  a  professional 
accountant  trustee.  It  is  not  overstating  the 
case  to  say  that  every  day's  delay  in  the  com- 
pletion of  the  trustee's  appointment  may  mean 
serious  pecuniary  loss  to  the  creditors,  and  will 
undoubtedly  increase  the  chances  in  favour  of 
the  dishonest  debtor  who  is  desirous  of  with- 
holding valuable  assets  from  his  trustee.  The 
longer  the  period  during  which  the  trustee  can 
be  prevented  from  getting  at  grips  with  his 
work,  the  greater  are  the  facilities  enjoyed  by 
the  fraudulent  debtor  to  cover  his  tracks,  and 
the  legal  fiction  as  to  the  relation  back  of  a 
trustee's  title  in  many  cases  proves  no  adequate 
compensation  to  be  weighed  against  this  serious 
and  practical  disadvantage.  When  creditors 
have  once  decided  in  favour  of  an  adjudication, 
the  order  of  the  Court  ought  to  follow  as  a 
matter  of  course  on  the  following  day  ;  and  it 
ought  to  be  possible  for  insolvency  practitioners, 
by  giving  the  Board  of  Trade  in  advance 
sufficient  security,  to  take  up  the  certificate  of 
their  appointment  within  twenty-four  hours 
from  the  date  of  the  creditors'  resolution. 
These  suggestions  would,  of  course,  involve  no 
new  legislation,  but  merely  a  reasonably  honest 
and  reasonably  businesslike  carrying  out  of  the 
provisions  already  made  by  Parliament.  Were 
they  to  become  usual,  creditors  would  be 
spared  losses  arising  (say)  through  a  landlord 
levying  a  distress  and  selling  before  it  is 
possible  for  the  trustee  to  make  arrangements 
to  pay  him  out ;  and  it  would  be  possible  for 
the  trustee  to  substitute  an  effective  taking 
possession  of  assets  for  the  very  perfunctory 
system  frequently  employed  by  Official 
Receivers,  who  have  been  known  even  to  leave 


the  debtor  in  charge  of  the  assets  without  so 
much  as  taking  the  precaution  to  have  them 
first  inventoried. 

An  even  greater  abuse,  so  far  as  creditors 
are  concerned,  arises  in  connection  with  estates 
whereof  the  professional  trustee  has  obtained 
his  release.  In  such  cases  the  trusteeship 
reverts  to  the  Official  Receiver,  and,  no  matter 
what  subsequently  transpires,  the  creditors  are 
precluded  from  appointing  their  own  trustee, 
and  are  obliged  to  depend  upon  the  Ofiicial 
Receiver  for  the  collection  of  after-acquired 
property  or  of  assets  which  were  not  disclosed 
and  not  discovered  by  the  professional  trustee 
during  his  tenure  of  office.  The  result  is  that, 
if  any  trouble  or  risk  is  involved,  the  bankrupt 
remains  in  possession  of  these  assets,  and  the 
creditors  get  nothing ;  a  state  of  affairs  entirely 
contrary  to  the  spirit  of  the  Bankruptcy  Acts, 
which,  it  must  surely  be  admitted,  is  to  the 
effect  that  creditors  shall  be  allowed  to  select 
their  own  trustee  to  realise  and  distribute 
the  estate. 

The  position  is  all  the  more  serious  in  that 
the  possession  of  assets  frequently  results  in 
an  undischarged  bankrupt  obtaining  consider- 
able credit;  with  the  result  that,  sooner  or  later, 
he  fails  a  second  time,  when  whatever  assets 
he  may  be  possessed  of  pass  to  the  Official 
Receiver  as  trustee  in  the  first  bankruptcy, 
leaving  the  second  set  of  creditors  entirely  in 
the  cold,  and  without  any  means  of  making  an 
equitable  arrangement  with  the  first  set  of 
creditors  for  the  recovery  of  assets  and  their 
distribution  upon  a  reasonable  basis.  If  a 
professional  trustee  could  be  appointed  of  all 
closed  estates,  provided  even  a  three-fourths 
majority  of  creditors  so  desired,  this  serious 
abuse  would  be  readily  avoided ;  and  the  point 
might  well  be  conceded  by  Official  Receivers 
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who  seem  to  make  it  a  point  of  honour  never, 
under  any  circumstances,  to  do  any  work  in 
connection  with  such  estates. 


Capital  Account  of  Sole  Trader. 


T  N  a  letter  which  we  reproduced  in  our  issue 
of  the  nth  inst.  "  Newman  Noggs  " 
raised  an  interesting  question  as  to  the  best 
method  of  dealing,  in  the  books  of  an  individual 
trading  alone,  with  miscellaneous  investments 
outside  that  business,  and  the  income  derived 
from  them,  assuming  that  it  be  desired  to 
record  all  transactions  in  the  same  Ledger. 

But  for  this  assumption,  we  should  say 
without  hesitation  that,  unless  the  private 
investments  were  quite  trifling  in  amount,  the 
best,  and  indeed  the  proper,  course  would  be 
to  restrict  the  business  books  to  a  record  of 
business  transactions,  and  to  open  a  separate 
Ledger  to  record  the  private  investments 
of  the  proprietor,  including  inter  alia  his 
investment  of  capital  in  his  business,  so  that 
his  Capital  Account  in  this  Ledger  might 
represent  a  complete  statement  of  the  whole 
of  his  wealth,  and  the  Profit  and  Loss  Account 
in  that  Ledger  a  complete  statement  of  all 
income  from  whatever  source  derived,  and  of 
personal  expenditure.  Were  this  plan  adopted, 
it  would  be  seen  that  the  complete  financial 
position  ^  of  the  proprietor  could  be  readily 
observed  upon  perusal  of  a  single  Ledger, 
namely  the  Private  Ledger  ;  whereas  the  busi- 
ness Ledger  would  very  properly  deal  only 
with  those  matters  relating  to  the  business 
of  which  the  bookkeeper  employed  by  the 
business  might  be  reasonably  regarded  as 
cognisant,  and  as  called  upon  to  account  for. 

If,  however,  it  be  determined  not  to  employ 
this  particular  method  of  accounting,  the  choice 


of  necessity  falls  between  keeping  no  record 
whatever — in  the  business  books  or  elsewhere 
— of  the  private  investments,  and  incorporating 
these  transactions  in  the  business  books  along 
with  the  others.  The  first  method  may,  we 
think,  be  ruled  out  as  being  obviously  undesir- 
able ;  and  no  very  material  improvement  would 
be  effected  upon  it  by  the  introduction  of 
memoranda  records,  which  would  take  at  least 
as  much  trouble  in  keeping  as  a  distinct  Private 
Ledger  upon  the  lines  already  advocated, 
without  providing  any  of  the  safeguards  or 
most  of  the  conveniences  to  be  obtained  from 
the  use  of  accounts  systematically  kept. 

If  the  private  transactions  are  to  be  recorded 
in  the  business  books,  the  choice  appears  to 
lie  between  mixing  them  up  with  the  business 
transactions — that  is  to  say,  treating  the 
investments  as  investments  of  the  business, 
and  the  income  derived  therefrom  as  business 
income — or  earmarking  the  accounts  in  some 
way  so  that  it  may  be  possible  to  prepare 
distinct  Balance  Sheets  and  Profit  and  Loss 
AccouTits  in  respect  of  both  the  business  and 
the  private  invcstqients.  Theoretically,  of 
course,  there  is  not  the  least  difficulty  in 
keeping  in  the  same  Ledger  two  sets  of 
accounts  which  are  absolutely  distinct  from 
each  other,  and  built  up  into  different  Balance 
Sheets*  The  practical  difficulty  in  so  doing 
would  be  to  avoid  errors  in  balancing  arising 
through  transfers  from  one  series  of  accounts 
to  the  other  which  had  not  been  completely 
recorded  by  double-entry  in  both  series  of 
accounts.  If,  however,  different  sections  of 
the  Ledger  be  allocated  to  the  accounts 
relating  to  the  business  and  to  the  accounts 
relating  to  the  private  investments,  there 
would  appear  to  be  no  insuperable  difficulty 
in  the  way  of  keeping  in  the  Business  Ledger 
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what  for  all  practical  purposes  are  the 
accounts  that  would  have  been  kept  in  the 
Private  Ledger  previously  advocated,  had  such 
a  book  been  employed.  The  two  sections  of 
the  Ledger  must,  of  course,  be  made  indepen- 
dently self-balancing;  but  no  difficulty  would 
arise  in  connection  with  that,  for  the  Capital 
Account  and  the  Drawings  Account  in  the 
business  section  of  the  Ledger  would  link  up 
with  the  "  Investment  of  Capital  in  the 
Business  Account "  and  "  Income  derived 
from  the  Business  Account "  in  the  Private 
Ledger,  in  exactly  the  same  way  as  the 
accounts  of  a  Branch  and  a  Head  Office  are 
customarily  linked  together  by  the  Head 
Office  Account  and  Remittance  Account  in 
the  one,  and  the  Branch  Account  and 
Remittance  Account  in  the  other.  If  a  series 
of  transactions  be  properly  recorded  by 
double-entry  in  two  Ledgers  for  the  sake  of 
convenience,  as,  for  instance,  a  Branch  Ledger 
and  a  Head-office  Ledger,  if  it  be  desired,  those 
two  Ledgers  might  be  bound  together  into  one 
book,  and  the  method  of  keeping  the  accounts 
would  be  in  no  way  altered  in  consequence, 
save,  of  course,  that  the  record  might  possibly 
be  simpler  by  being  so  condensed,  if  desired. 
If,  however,  it  is  desired  to  have  the  benefits 
and  conveniences  of  two  Ledgers  while  at  the 
same  time  only  one  Ledger  is  to  be  permitted 
(a  strange  requirement  indeed,  but  one  by  no 
means  impossible  of  performance),  the  solution 
would  appear  to  lie  in  the  direction  of  mentally 
dividing  that  Ledger  into  two  sections,  and  of 
treating  each  section  as  a  distinct  Ledger 
framed  upon  self-balancing  lines. 

In  conclusion  we  may  mention,  however, 
that  for  obvious  reasons  most  business  men 
prefer  to  keep  their  private  affairs  out  of  their 
business  books.    Even  assuming  there  be  no 


objection  to  the  business  staff  becoming 
acquainted  with  matters  entirely  outside  the 
business,  it  is  obvious  that  a  Business  Ledger 
disclosing  purely  private  concerns  might 
become  embarassing  if  at  any  time  it  were 
desired  to  take  a  partner,  to  make  a  claim  for 
compensation,  or  to  sell  the  business  to  a  joint- 
stock  company. 


Revenue. 


VIZE  have  purposely  delayed  commenting 
^^  upon  the  letter  from  Mr.  J.  B.  Smith,  of 
Melbourne,  which  appeared  in  our  issue  of  the 
13th  ult.,  in  the  hope  that  some  interesting 
correspondence  might  be  encouraged  by  this 
communication.  Save,  however,  tor  a  not  very 
illuminating  comment  on  the  part  of  Mr. 
SwAiNSON,  the  matter  appears  to  have  passed 
unnoticed,  yet  it  is  undoubtedly  of  very 
considerable  importance  to  all  interested  in 
accountancy  that  terms  used  in  accounts 
should  possess  clear  and  generally  accepted 
meanings. 

From  the  illustrations  cited  by  our  corre- 
spondent it  is  clear  that  the  word  "  revenue"  has 
not  always  been  employed  in  the  same  signifi- 
cance. For  most  purposes  it  is  employed  to 
represent  that  which  is  distinct  from  and  defi- 
nitely contrasted  with  Capital,  but,  as  our 
correspondent  points  out,  the  Revenue  Ac- 
counts in  the  prescribed  forms  for  building 
societies  and  life  insurance  companies  can 
hardly  be  so  described.  And  under  these  circum- 
stances it  seems  perhaps  worth  while  to  go 
back  to  the  root  of  the  matter,  and  inquire  in 
the  first  instance  what  were  the  original 
meanings  attached  to  words  that  are  now 
commonly  used  in  connection  with  accounts, 
and  then,  if  possible,  to  determine  the  extent 
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to  which  any  additional  or  technical  significance 
may  have  become  attached  to  them. 

The  root  meaning  of  the  word  "revenue** 
is  undoubtedly  "  that  which  comes  again  ;  that 
which  comes  back  or  returns '';  thus  suggesting 
the  idea  of  something  that  comes  in  accord- 
ance with  expectation.  Thence  we  arrive,  by 
an  easy  transition,  at  the  idea  of  revenue  as 
being  that  which  is  received  as  a  result  of 
outlay — whether  it  be  an  outlay  of  Capital  for 
equipment  purposes,  or  such  an  outlay  as  is 
necessarily  connected  with  every  business  in 
order  to  induce  receipts,  which,  leaving  behind 
it  no  tangible  result,  must  be  set  off  against 
those  receipts  in  order  to  arrive  at  true  profits, 
and  which,  therefore,  is  commonly  spoken  of  as 
Revenue  Expenditure.  Whereas  the  receipts 
being  in  many  cases  not  immediate  receipts  in 
cash,  but,  owing  to  the  operations  of  a  credit 
system  frequently  postponed  by  mutual  arrange- 
ment, are  commonly  spoken  of  as  Revenue 
Earnings,  to  more  clearly  express  the  idea 
that  the  amount  taken  credit  for  under  this 
heading  has  not  necessarily  been  already 
received  in  money. 

This  brings  us  to  the  term  "earnings," 
another  interesting  word  which  would  appear 
to  have  very  materially  altered  its  meaning  in 
course  of  use.  Originally  the  word  was 
identical  with  "  ear,'*  as  applied  to  an  ear  of 
corn,  and  it  appears,  therefore,  to  represent  the 
idea  of  that  which  grows,  or  spontaneous 
wealth.  Inasmuch,  however,  as  the  wealth 
derivable  from  the  earth  (a  word  possessing 
the  same  root)  may  be  materially  enhanced  by 
tillage,  the  word  "earnings**  has  since  been 
employed  rather  to  express  the  idea  of  the 
wealth  obtainable  by  labour  upon  the  land, 
which  is,  of  course,  as  different  as  possible 
^m  the  unearned  increment  arising  from  the 


spontaneous  growth  of  nature.  This  dual 
meaning  of  the  word  "  earnings "  may  be 
commended  to  the  notice  of  the  Chancellor  of 
the  Exchequer  as  showing  how  particularly 
unfortunate  is  his  proposition  to  distinguish 
between  the  taxation  of  earned  and  unearned 
incomes.  For  our  present  purposes,  however, 
we  may  take  it  that  "earnings"  is  a  good  term  to 
express  increases  of  wealth,  whether  arising  as 
a  result  of  human  endeavour  or  from  natural 
increase,  and  that  the  term  "revenue  earnings" 
well  expresses  such  results  brought  about  by  a 
deliberate  and  wise  expenditure  beforehand. 

A  somewhat  different  meaning  may,  how- 
ever, be  given  to  the  word  "revenue,"  as 
suggesting  that  which  comes  again  in  the 
sense  of  that  which  repeats  itself;  and 
undoubtedly  this  idea  of  systematic  repetition 
at  due  seasons  is  one  of  the  essential  pro- 
perties of  revenue,  and  for  practical  purposes 
one  of  the  best  tests  of  that  which  may  be 
prudently  divided  or  spent  as  such. 

The  word  "  income,"  which  is  frequently 
used  as  being  for  all  practical  purposes 
synonymous  with  Revenue,  is,  of  course, 
much  less  pregnant  with  meaning — that  which 
comes  once,  and  never  again.  And  thus  there 
is  no  suggestion  of  recurrence  about  the  word 
"  income  "  per  se,  neither  does  it  suggest  that 
the  wealth  has  come  in  as  a  result  of  any 
course  of  action  or  of  thought  upon  the  part  of 
the  recipient ;  yet  at  the  present  time,  strangely 
enough,  the  term  "  income  "  is  often  regarded 
as  more  clearly  expressing  the  idea  of  true  net 
profits  than  revenue. 

With  regard  to  the  term  "  profit,"  this  origi- 
nally meant  a  making  or  a  moving  forward,  thus 
suggesting  an  advancement  in  life  or  an  increase 
in  wealth  or  position ;  in  which  sense  it  would 
appear  to  coincide  rather  with  "  savings,"  or  the 
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excess  of  income  over  both  business  and  perspnal 
expenditure,  rather  than  with  the  use  to  which 
the  term  is  at  present  very  generally  put,  as 
representing  merely  the  excess  of  income  over 
business  expenditure,  and  therefore  the  amount 
that  the  owner  is  free  to  deal  with  as  he  thinks 
fit,  whether  it  be  to  spend  or  to  save. 

It  will  be  seen,  therefore,  that  these  four 
words,  "  revenue,"  "  earnings,"  "  income,"  and 
"  profit,"  which  are  often  loosely  employed  at 
the  present  time  as  being  practically  synony- 
mous, represented  originally  essentially  distinct 
ideas,  and  it  is  perhaps  to  be  regretted  that  we 
should  now  find  ourselves  more  or  less  com- 
mitted to  a  nomenclature  which  is  inexact 
without  having  even  the  merit  of  being  precise. 
It  is  no  doubt  too  late  in  the  day  to  begin  de 
novo  to  formulate  and  codify  a  set  of  technical 
terms  suitable  for  accounting  purposes  which 
will,  in  their  ordinary  and  natural  significance, 
express  the  ideas  which,  when  employed  in 
accounts,  it  is  desirable  that  they  should  have. 
We  are,  it  would  appear,  more  or  less  committed 
to  the  continued  use  of  these  expressions,  and 
if  our  use  of  them  be  not  in  accordance  with 
the  real  meanings  of  the  words,  the  fault  can 
seemingly  only  be  got  over  by  attaching  an 
agreed  conventional  or  technical  significance  to 
the  terms  when  used  as  terms  in  accounting. 
There  would  be  no  practical  convenience  arising 
from  this  course  were  the  conventional  mean- 
ings universally  or  even  generally  admitted,  but 
when  one  finds  the  same  terms  employed  to 
express  quite  different  ideas  in  different  Acts  of 
Parliament,  the  result  is,  to  say  the  least  of  it, 
confusing.  The  confusion  arising  out  of  the 
employment  of  the  four  terms  is,  however,  as 
nothing  compared  with  that  resulting  from  the 
loose  and  often  inaccurate  employment  ol  the 
terms    "reserve,"    "reserve   fund,"    "sinking 


fund,"  &c.  At  the  same  time  it  would  no 
doubt  be  of  great  ultimate  advantage  if  the 
technical  terms  commonly  used  in  accounting 
could  be  authoritatively  defined,  and  steps 
taken  to  restrict  their  employment  to  circum- 
stances under  which  they  were  suitable. 


XRneefili?  Vlote9. 


Railway  At  a  meetiog  of  the  Great  Central 
BhaNholden.  Railway  (Southern  Division)  Debating 
Society,  held  at  Nottingham  on  the  26th  March  last,  a 
speech  was  delivered  by  Mr.  Sam  Fay,  the  general 
manager  of  the  company,  an  extract  from  which  has 
been  printed  and  circulated.  From  this  we  observe 
that  apwards  of  one  handred  millions  of  money  invested 
in  railways  in  this  country  to-day  does  not  yield  a 
dividend  to  the  shareholders.  It  woald  be  interesting 
to  inqaire  to  what  extent  this  surprising  state  of  affairs 
is  due  to  bad  finance  and  to  Capital  Account  being 
overloaded  with  abandoned  assets,  and  to  what  extent 
it  is  due  to  a  cutting  down  of  rates  below  a  reasonable 
profit-earning  scale.  In  all  probability  both  causes 
have  been  at  work;  but,  however  that  may  be,  the 
result  is  anything  but  satisfactory  to  the  holders  of  the 
stocks  in  question.  The  one  cause  for  congratulation 
with  regard  to  the  whole  matter  appears  to  be  that  the 
lost  capital — for  it  must  presumably  be  so  regarded — 
has  been  provided  by  private  individuals,  and  not  by 
the  State.  Bat  thai,  of  course,  is  the  point  of  view  of 
the  community,  and  not  the  point  of  view  of  those 
immediately  concerned,  who  not  unnaturally  con- 
sider that  it  ought  to  be  possible  to  increase  railway 
rates  so  that  they  may  receive  a  reasonable  return 
upon  capital  invested  in  enterprises  that  exist  as  much 
for  the  benefit  of  the  public  as  for  private  gain. 


ProfeMloiial     A  short  time  since,  when  discussing  the 
nan      conditions    under  which  the  Bromley 


Anthorltlei.  Town  Council  invited  applications  for 
the  post  of  professional  auditor,  we  pointed  out  that 
for  such  an  appointment  to  carry  weight  the  exact 
duties  to  be  performed  by  the  auditor  ought  in  all  cases 
to  be  left  in  his  discretion.  Our  contemporary  The 
Municipal  Journal^  in  commenting  upon  these  views, 
states  that  our  claims  are  not  only  untenable,  but  are 
also  devoid  of  tact.     Local  authorities,  we  are  told, 
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have  DO  intention  of  abdicating  their  functions  in  favour 
of  Chartered  Accountants.  We  are  not  aware  that  we 
ever  asked  or  expected  any  local  authority  to  depute  a 
Chartered  Accountant  to  exercise  any  of  its  functions 
in  supersession  to  the  authority  itself.  If  our  contem- 
porary were  familiar  with  our  views  upon  the  subject 
of  audits,  it  would  be  well  aware  that  we  have  always 
held  that  it  is  no  part  of  an  auditor's  duty  to  express 
any  opinion  upon  the  ability  or  want  of  ability  with 
which  the  business  whose  accounts  he  is  auditing  has 
been  conducted.  But,  at  the  same  time,  it  is  obvious 
that  if  the  accounting  party  is  to  decide  to  what  extent 
its  accounts  are  to  be  submitted  for  audit,  and  to  what 
extent  the  audit  is  to  be  whittled  down  to  a  mere  farce 
by  the  issue  of  restrictive  and  belittling  instructions,  it 
is  clear  that  the  money  spent  upon  audit  fees  will  be 
thrown  away,  except  in  so  far  as  it  may  serve  as  a 
deterrent  against  fraud  upon  the  part  of  employees 
occupying  a  comparatively  subordinate  position.  The 
directors  of  a  limited  company  have  no  power  to  limit 
the  investigations  of  an  auditor,  and  it  is  for  this 
reason  that  the  accounts  of  companies  when  audited 
by  a  reputable  firm  of  accountants  are  regarded  as 
being  a  proper  statement  of  the  position  of  affairs.  If 
local  authorities  wish  their  accounts  to  be  similarly 
regarded,  it  is  obvious  that  they  must  submit  them  to 
the  same  test.  We  repeat,  however,  that  inquiries  into 
the  ability  with  whi.h  a  business  has  been  conducted 
are  entirely  outside  the  scope  of  any  audit,  and  that, 
therefore,  an  audit  conducted  upon  proper  business 
lines  would  in  no  way  interfere  with  the  powers,  the 
functions,  or  the  dignity  of  a  local  authority.  It  is 
only  district  auditors  who  conceive  it  to  be  part  of  their 
duty  to  make  inquiries  as  to  why  A.'s  tender  was 
accepted  instead  of  B.'s;  and  even  with  regard  to 
district  auditors,  it  has,  of  course,  now  been  held  that 
such  inquiries  are  ultrd  vires. 


The  Ealtng 


We  gather  from  our  contemporary 
Eleetrioity  ^^  Ealing  Gazette  that  a  member  of 
Aoconnti.  the  Committee  of  the  Ealing  Rate- 
payers* Protection  Association  has  discovered  that 
certain  officials  and  ex-officials  of  the  Corporation 
receive  their  supply  of  electricity  gratis,  or  at  a  con- 
siderable reduction  from  the  normal  rate.  The 
Elective  Auditor,  upon  being  invited  to  explain  this 
apparent  irregularity,  has,  we  are  informed,  stated 
that  the  circumstance  was  no  doubt  taken  into 
account  in  fixing  the  salaries  of  these  officials,  and 
hat  all  omission  thereof  from  the  Year  Book  has  been 


dictated  by  considerations  of  simplicity  in  the  acconnts. 
While  recognising  that  transfers  from  one  department 
to  another  representing  the  value  of  electricity  supplied 
to  the  officials  employed  in  these  various  departments 
would  undoubtedly  serve  to  complicate  the  accounts, 
we  may  point  out  that,  where  remuneration  is  partly  in 
money  and  partly  in  kind,  a  record  that  deals  only 
with  the  money  part  of  the  transaction  is  misleading, 
by  virtue  of  its  incompleteness.  It  is,  of  course,  well 
known  and  generally  understood  that  certain  appoint- 
ments carry  with  them  certain  concessions  in  kind,  but 
where  those  concessions  are  granted  not  at  the  expense 
of  the  department  to  which  the  employee  is  attached, 
the  situation  is  by  no  means  so  obvious,  and  calls  for 
special  reference  before  it  can  be  said  that  a  reasonably 
full  disclosure  has  been  made.  For  our  own  part,  we 
must  confess  that  we  can  see  no  object  in  permitting 
such  concessions  to  employees  unless  they  form  part  of 
an  allowance  upon  a  more  wholesale  scale,  as,  for 
instance,  when  an  employee  is  provided  with  free 
quarters,  which  might,  of  course,  very  naturally  include 
free  fuel  and  free  lighting. 


Tht  Director's 
Qnaliflcation. 


A  somewhat  important  point 
recently  settled  by  Mr.  Justice  Keke- 
wich  upon  a  motion  in  M* Cardie  and  another  v.  William 
Sharpe  &  Son,  Lim,,  and  others.  The  plaintiffs  sought 
to  restrain  the  defendants  from  acting  as  directors  of 
the  defendant  company,  while  the  defendants  claimed 
that  the  plaintiffs  had  vacated  the  office  of  directors 
because  they  had  not  paid  a  proportion  of  their  shares 
as  provided  by  the  company's  articles  of  association, 
under  which  the  office  of  director  was  stated  to  be 
vacated  if  a  dkector  did  not  pay  to  the  company  on 
each  of  the  shares  taken  or  contracted  to  be  taken  by 
him  as  qualification  or  otherwise,  and  for  which  he  was 
liable  to  pay  in  cash,  a  proportion  equal  to  the  propor- 
tion payable  on  application  and  allotment  of  shares 
offered  for  subscription  within  fourteen  days  after  the 
same  shall  have  become  due  from  him.  The  plaintiffs 
claimed  that  there  had  been  no  default  upon  their  part, 
as  they  had  never  been  asked  to  pay  anything,  while 
the  defendants  urged  that  as  they  had  signed  the 
memorandum  of  association  they  became  ipso  facto 
liable  to  a  payment  of  five  shillings  per  share.  His  Lord- 
ship held  that  as  nothing  had  been  demanded  from  the 
plaintiffs,  nothing  was  due,  and  he  therefore  granted 
the  injunction  asked  for  against  the  defendants  other 
than  the  company,  the  motion  to  be  treated  as  the 
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trial  of  the  action.  The  decision  clears  up  a  point 
upon  which  some  doubt  may  hitherto  have  existed,  and 
clearly  provides  that  there  must  be  formal  application 
by  the  company  before  it  can  be  said  that  there  has 
been  any  default  on  the  part  of  the  shareholder.  The 
same  ruling  would  obviously  apply  in  cases  of  forfeiture 
for  non-payment  of  calls. 


^^  j^^  With  reference  to  the  letter  from  our 
Affeotlng  correspondent  '*  Articled,**  on  the  sub- 
Partnenhlp.  j^^^  ^^  ^^^  lecture  of  Mr.  Lawrence  J. 
Kirkham,  which  appeared  in  our  issue  of  the  20th  ult., 
we  should  like  to  point  out  that  the  decision  Re  Budf^ett 
(Accountant  Law  Reports,  XX.,  p.  115)  is  purely 
exceptional,  and  applies  only  where  there  is  no  joint 
estate.  Section  40  (3)  of  the  Bankruptcy  Act,  1883, 
embodies  the  rule  as  to  the  distribution  of  joint  and 
separate  estates  laid  down  by  Lord  King  in  Ex  parte 
Cook,  and  adopted  by  Lord  Loughborough*s  order  of 
1834.  It  does  not,  however,  affect  the  exception  to 
that  rule  recognised  by  a  long  course  of  authorities, 
namely,  that  joint  creditors  may  prove  and  receive 
dividends  out  of  the  separate  estate  of  a  partner  in 
competition  with  separate  creditors,  provided  there  is 
no  joint  estate  and  no  solvent  partner  who  can  be 
sued.  Clearly,  however,  these  conditions — ^the  absence 
of  joint  estate  and  of  a  solvent  partner — must  exist 
before  the  exception  to  the  rule  applies. 


Tli6tiMffl«id  The  Sheffield  Society  of  Chartered 
CluJtwJd        Accountants  has  forwarded  to  us  a  copy 

Aooouataiiti.  of  its  rules  for  the  government  of  the 
Branch  Library,  with  a  catalogue  of  the  books  com- 
prised therein.  The  arrangement  of  this  catalogue  is 
excellent,  and  the  selection  of  works  extremely  good, 
although,  of  course,  capable  of  considerable  extension 
with  advantage.  It  contains,  however,  all  those  works 
most  likely  to  be  in  frequent  demand,  and  will,  there- 
fore, no  doubt  be  found  invaluable  both  to  Sheffield 
Chartered  Accountants  and  to  their  articled  clerks. 


TiM  IwtMinunt  li^  ou^  Correspondence  columns  during 
of  DeprMlation.  the  past  few  weeks  some  letters  have 
appeared  urging  that  a  competent  engineer  is  the  proper 
person  to  employ  to  determine  the  provision  to  be 
made  in  respect  of  the  depreciation  of  plant  and 
machinery.  We  agree  that  such  an  engineer  is  the 
only  person  who  can  even  approximately  compute 
the  estimated  working  life  of  such  assets  and  their 
probable  residual  value,  both  of  which  are  essential 


factors  in  connection  with  any  reliable  calculation,  bat 
we  altogether  dissent  from  the  suggestion  put  forward 
by  our  correspondents  Mr.  Geo.  Swainson  and  Mr.  H. 
Sherley  Price  that  the  engineer  unaided  is  competent 
to  assess  the  money  figure  that  ought  to  be  charged 
against  profits  as  depreciation  from  year  to  year. 
Individual  engineers  may  possibly  be  competent  to 
perform  this  task,  in  the  same  way  that  individual 
accountants  may  be  competent  to  estimate  the  working 
life  of  machinery,  but  as  the  last  named  falls  properly 
ivithin  the  engineer's  province,  so  is  the  first  equally 
clearly  accountants*  work.  There  are  many  factors 
besides  those  that  fall  under  the  cognisance  of  the 
engineer  that  have  to  be  taken  into  account  in  assess- 
ing depreciation,  and  a  fortiori  in  connection  with  the 
depreciation  of  assets  owned  by  local  authorities,  and 
with  regard  to  these  the  accountant  is  obviously  the 
proper  person  to  be  consulted.  Auditors  would  doubt- 
less in  all  cases  welcome  the  relief  from  responsibility 
that  would  result  from  the  systematic  appointment  of 
engineers,  but  they  must  remember  that  they  can  only 
relieve  themselves  from  responsibility  when  accepting 
the  opinions  of  experts  upon  matters  on  which  they 
are  experts,  and  an  engineer  as  such  is  not  expert 
on  assessing  the  proper  provision  for  depreciation, 
although,  of  course,  he  is  expert  in  assessing  current 
values,  the  working  life,  and  the  ultimate  residual 
value  of  plant  and  machinery. 


OommmialUiHoii  '^^®  various  departments  of  this  com- 
AMaranoe        pany  show  a  net  premium  income  for 
Oomj^any,  Um.     ^^xe  year  ending  31st  December  1906 
as  follows : — 

Fire  ;f2,36i,o5i 

Marine 233.830 

Accident 196,993 

Life,  including  Annuities        . .         . .  352.833 

The  losses  on  the  Fire  department  amounted  to  78*8  per 
cent  of  the  premium  income,  but  the  San  Francisco 
earthquake  is  responsible  for  337  per  cent,  of  these. 
The  balance  carried  forward  on  Profit  and  Loss 
Account,  after  providing  for  a  dividend,  free  of  tax,  of 
six  shillings  per  share  and  reserving  for  a  similar  divi- 
dend for  1907  (interim),  is  ;£'8,8i6.  The  total  funds  of 
the  company  and  subsidiaries  amount  to  ;£'i 2,658,927, 
of  which  freehold  premises  are  set  down  at  ;C7<)7i999- 
The  report  contains  little  save  a  bare  summary  of  the 
figures,  but  no  doubt  the  shareholders  require  nothing 
more  than  such  good  showing  and  such  consistent 
dividends. 
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The  LioensM      The  net  premium  income  of  this  com- 

Corpor^I^iTand    P^°y  ^^^   ^^  ^^s   ^{'101,604,   claims 
Gaarantoe    Fand,  paid  and  management  expenses,  &c., 
'  amounting  to  /"ss.osS.     The  balance 

of  Profit  and  Loss  Account,  ;f  12,031,  is  to  be  applied 
in-  payment  of  a  dividend  on  the  ordinary  shares  of 
6  per  cent,  for  the  year,  free  of  tax,  which  will  involve 
;f  4,127,  and  ;f 7,904  will  be  carried  forward  to  the  next 
account.  The  funds  of  the  company  amount  to 
;^2i8,866.  The  directors,  not  unnaturally,  ask  that  the 
licensed  trade  should  be  regarded  with  unprejudiced 
eyes,  and  we  commend  the  report  to  the  notice  of  those 
persons  who  are  ultra  anti-everything. 


d  '^^^  accounts  for  the  year  ending  31st 
Income  Iniaranoe  December  1906  show  that  the  net 
Company,  Llm.  premium  income  on  Life  Account  was 
;f  15,717,  an  increase  on  the  previous  year  of  ;f 2,778. 
The  total  Life  Fund  was  ;£'33»42i}  being  an  increase  of 
£9A50  over  the  figures  in  the  last  account.  The 
directors  hope  that,  if  the  present  rate  of  increase  is 
maintained,  they  will  soon  be  able  to  claim  the  £20,000 
deposited  with  the  Government.  The  net  premium 
income  of  the  Profits,  Income,  and  General  Account 
amounted  to  /"45,448,  which  figure  was  ;f  12,557  i°  excess 
of  the  previous  year.  The  claims  paid,  surrenders, 
commission,  and  management  expenses  absorbed 
;^42,30o,  and  the  fund  at  the  close  of  the  period  was 
£11,401.  The  directors  have  applied  the  available 
balance  6f  Profit  and  Loss  Account  as  follows : — 

Dividend  of  5  per  cent.,  free  of  tax, 
on  the  ordinary  shares      . .         . .  /250 

Writing  down    Business    Purchase 
Account        500 

Carry  forward . .         . .         . .         . .  397 

The  outlook  for  the  company  appears  to  be  distinctly 
bright,  and  it  may  safely  be  assumed  that  the  directors 
are  not  likely  to  let  the  grass  grow  under  their  feet. 


In  the  Life  Account  of  this  company 
AHuraneo  for  the  year  ending  31st  December 
Oompany,  Urn.  ^g^  ^jje  net  premium  income  was 
£440,386,  the  sums  assured  under  2,000  new  policies 
being  the  largest  amount  of  new  life  business  transacted 
by  the  company  in  any  one  year.  After  deducting 
bonuses  paid  in  cash  during  the  year,  together  with  all 
claims,  surrenders,  commission,  and  expenses  of 
management,  the  Life  Assurance  Fund  amounts  to 
£4,696,004,  being  £318,327  in  excess  of  the  previous 
'ear.     The    premiums    on    Fire    Account    amounted 


to  £1,284,939,  ordinary  losses  costing  £573.009,  and  the 
San  Francisco  earthquake  involving  £255.315,  exclusive 
of  £211,027  not  yet  admitted.  Expenses  of  manage- 
ment and  commission  amounted  to  £478,452,  and  the 
total  Fire  Fund  at  the  close  of  the  period  was  £2,355235. 
A  dividend  of  los.  per  share  has  been  declared,  and  the 
balance  of  Profit  and  Loss  Account  (£256,418)  has  been 
carried  forward.  A  feature  of  the  Balance  Sheet  is  the 
admirable  manner  of  arranging  the  figures  in  tabular 
form. 


CallendoF*!  Cable  '^^®  available  balance  to  the  credit  of 
and  Oonetraetlon  Profit  and  Loss  Account  at  31st 
Company,  Urn.  December  1906,  after  taking  into  con- 
sideration  a  balance  of  £38,921  18s.  iid.  brought 
forward  from  1905,  was  £119,695  6s.  7d.  After  pro- 
viding for  interest  on  debentures,  preference  dividends 
and  depreciation,  the  directors  propose  to  deal  with  the 
balance — £82,972  3s.  9d — as  follows : — 

Dividend  on  Ordinary  Shares  at  the 

rate  of  10  per  cent,  per  annum, 

free  of  Income  Tax  ..         ..£17,500    o    o 

Bonus  of  5s.  per  share  . .         . .       8,750    o    o 

Carry  forward  to  next  account       . .     56,722    3    9 

£82.972    3    9 

These  results  must  be  highly  gratifying  to  the  share- 
holders, and  a.  successful  meeting  on  the  30th  inst. 
seems  assured.  The  assets  of  the  company  stand  at 
£1,149,795  IIS.  id.,  while  the  floating  liabilities  are  no 
more  than  about  £275,000,  the  goodwill  and  patents 
being  entered  as  "  nil." 


The  Hew  The  report  on  the  Companies  Bill  was 
Oompanlei  BlU.  further  considered  by  the  House  of 
Lords  early  last  week.  The  following  new  clause, 
proposed  by  Lord  Granard,  was  agreed  to:  "An 
"  extraordinary  resolution  for  the  purposes  of  the  Com- 
"  panies  Act,  1862,  and  this  Act,  means  a  resolution 
"  which  is  passed  in  such  a  manner  as  would,  if  it  had 
^  been  confirmed  by  a  subsequent  meeting,  have  con- 
'*  stituted  a  special  resolution ;  and  Section  53  of  the 
"  Companies  Act,  1862,  shall  apply  in  the  case  of  an 
"  extraordinary  resolution  in  like  manner  as  that  section 
"applies  in  the  case  of  a  special  resolution  with  a 
'*  substitution  of  a  reference  to  the  date  of  the  passing 
"  of  the  extraordinary  resolution  for  the  reference  to 
"  the  date  of  the  confirmation  of  the  special  resolution.** 
Later  in  the  week  the  Bill  was  read  a  third  time,  and 
on  the  motion  the  Lord  Chancellor  said  he  had  a 
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number  of  small  amendments  which  did  not  affect  the 
substance  of  the  Bill  in  the  least,  being  mainly  of  a 
technical  character^  Their  object  was,  contempora- 
neously with  that  Bill,  to  amend  the  companies*  law, 
and  also  to  consolidate  the  campanies'  law,  and  for 
that  purpose  their  scheme  was  to  introduce  a  consolidat- 
ing Bill,  pure  and  simple,  which  should  do  nothing  but 
consolidate.  Then,  as  soon  as  the  Bill  before  the 
House  was  passed,  and  the  other  Bill  brought  in,  to 
include  in  the  consolidating  Bill  all  the  provisions  of 
the  first-named  measure  and  repeal  that  Act  as  soon  as 
it  was  passed. 


**k  Rom  by  any  A  unique  measure  (Baines'  Name  Bill) 
ottMr  VMM  — .'•  came  before  a  Select  Committee  of  the 
House  of  Comihons  last  week.  It  is  said  to  have  been 
introduced  in  order  to  authorise  the  change  of  a  person's 
Christian  name  so  as  to  comply  with  the  terms  of  a  will 
under  which  a  large  fortune  was  to  be  inherited  con- 
ditionally on  a  change  of  name  within  one  year  of 
attainment  of  majority.  It  appears  that  questions  had 
been  raised  as  to  whether  a  Christian  name  could  be 
changed  otherwise  than  by  Act  of  Parliament,  though, 
says  the  Law  Times,  this  could  be  done,  under  the  canon 
law,  at  confirmation.  The  Chancery  Division,  it  is  said, 
had  authorised  the  application  to  Parliament,  and  the 
Bill,  which  had  already  passed  the  Upper  House,  was 
reported  to  the  Commons  for  third  reading. 


CUentol 


A  correspondent  of  The  Solicitors* 
Journal  complains  of  the  alleged  indis- 
criminate use  of  the  word  "client,"  which  he  believes 
is  '*only  and  solely  appropriate  to  designate  the  confi- 
"  dential  and  protective  relationship  implied  between  a 
"  legal  adviser  and  a  party  obtaining  his  advice.*'  It  is 
said  that  the  use  of  the  word  by  shopkeepers  and 
tradesmen  tends  to  drag  the  phrase  down  to  the  level 
of  **  customer,"  and  he  asks,  pathetically, ''  Is  there  no 
*'  chance  of  preserving  for  the  legal  profession  a  term 
••  which  ought  to  be  peculiarly  its  own  ?  "  The  word 
"  client "  seems  to  have  a  Latin  origin,  meaning  '*  to 
listen,"  and  indicated  a  person  who  placed  himself 
under  the  patronage  or  protection  of  another.  In 
France  the  meaning  conveyed  is  "  personne  qui  cod  fie 
**  ses  int6r6t8  ^  un  homme  d'affaires,  k  un  avocat,  sa 
"  sant6  k  un  m6decin.  Pratique  d'un  commer9ant." 
There  does  not  seem  to  be  much  justification  for  the 
complaint,  especially  as  it  is  supported  entirely  on 
dogmatic  statements. 


__     _    ,,  In/?^H^^mor^Mr.JusticeKekewichwas 

Mr.  Jnitioo  * 

Kakewioh  and  the  called  upon  to  decide  whether  the  doc- 
Tezt-Booki.  t^ine  of  abatement  applies  to  legacies 
given  in  satisfaction  of  a  debt.  By  way  of  preface  to 
his  judgment  he  is  reported  to  have  said  that  the  ques- 
tion was  one  which  he  should  have  thought  would  have 
repeatedly  come  before  the  Court.  The  learned  Judge 
also  pointed  out  that  the  statements  of  law  on  the 
matter  contained  in  Williams  (p.  1,093)  ^^^  Theobald 
(p.  810)  were  not  borne  out  by  the  cases  cited  in  support 
thereof.  In  White  and  Tudor's  leading  cases,  as  well 
as  in  the  two  text-books  mentioned,  legacies  given  in 
satisfaction  of  a  debt  are  treated  on  the  same  lines  as 
legacies  given  in  lieu  of  dower,  and  do  not,  therefore, 
abate.  There  was,  in  his  opinion,  no  direct  authority 
for  this  proposition,  and  in  the  nearest  case  {Davis  v. 
Bush)  the  point  was  not  specifically  decided.  He 
thought  therefore,  that  the  principle  applicable  to 
legacies  for  dower  ought  not  to  be  extended  to  legacies 
of  this  character,  and  held  that  the  legacy  in  question 
must  abate  with  the  general  legacies. 


RaUway 
CSapitallMttlon. 


A  correspondent  of  The  Railway  Gazette 
has  compiled  the  following  table  with 

the  object  of  disproving  the  alleged  over-capitalisation 

of  American  railroads : — 

Capital  or 

cost  per  mile 

of  railway. 

£ 
56,003 

33.037 
28,254 
26,351 
23,220 
21,554 
20,296 
16,129 
15,206 

M,573 
12,423 


Country.  Year 

United  Kingdom 1904 

Belgium  (State  lines  only)         . .  1903 

France          1902 

Austria         1903 

Italy 1902 

Switzerland 1903 

Germany 1903 

Russia          1902 

Hungary 1903 

Venezuela 1904 

Canada         1904 

United  States        1904 

Uruguay       1899 

Sweden  (State  railways)            . .  1904 

Norway        1904 

Finland        1902 

Sweden  (private  railways)        . .  1902 


1,347 
0,832 
9.172 
7.879 
6,609 

4.518 


Debentnra  and  ^^^  decision  of  Mr.  Justice  Parker  in 
Voting  Power.  Day  v.  Kent  Collieries,  Lim,,  has  been 
upheld  by  the  Court  of  Appeal.  It  may  be  remembered 
that  this  case  decided  that  holders  of  debentures  issued 
by  way  of  collateral  security  are  entitled  to  vote  in 
respect  of  the  face  value  of  the  debentures  irrespective 
of  the  fact  that  at  the  time  of  voting  the  loan  in  con- 
nection with  which  they  were  issued  does  not  amount  to 
theu:  face  value.  It  has  been  pointed  out  that  if  this 
were  not  the  case,  and  inquiries  (probably  involving 
disputes)  made  as  to  the  actual  amount  of  the  loan  at 
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the  time  of  voting,  it  would  be  extremely  difficult  to 
hold  an  effective  meeting  without  considerable  delay. 
All  the  same,  it  certainly  appears  as  if  voting  powers  had 
been  exercised,  based  on  securities  for  which  no  con- 
sideration had  been  given. 


Aadlt  OertUloatM. 


The  financial  press  recently  gave  prom- 
inence to  the  reports  and  accounts  of 
several  gold  mining  companies.  In  all  cases  the 
accounts  appear  to  have  been  certified  by  two  Johan- 
nesburg firms  of  Incorporated  Accountants.  In 
one  instance  the  certificate  runs  as  follows:  **We 
«  hereby  certify  that  we  have  examined  the  books  and 

"  vouchers  of  the Company,  Lim.,  and  find  the 

"  above  statement  a  true  extract  therefrom."  While  in 
other  cases  the  form  adopted  is :  *'  We  have  examined 

"the  books  and  accounts  of  the Gold  Mines, 

"  Lim.,  together  with  the  vouchers  and  dAsuments 
"  relating  thereto,  and  we  hereby  certify  that  the  above 
**  Balance  Sheet  is  correctly  drawn  up  so  as  to  exhibit 
**  a  true  statement  of  the  affairs  of  the  company  at  the 
**3Tst  December  1906,  as  shown  by  the  books."  It 
would  be  interesting,  and  doubtless  instructive,  to  know 
the  reason  for  the  distinction  which  has  been  made. 


Oradoatod 
Taxation. 


Mr.  Wilfrid  H.  Plumridge's  second 
article  on  the  Budget  proposals,  in 
The  Financial  News,  proceeds  on  the  li.ies  that  it  is 
impolitic  and  against  the  interests  of  the  nation  to  tax 
the  so-called  rich  at  a  higher  proportionate  rate  than 
other  persons  are  taxed.  The  relationship  between 
high  wages  and  wealth  and  high  interest  and  low  wages 
is  cited,  but  while  many  dogmatic  statements  are  made, 
little  or  no  evidence  is  brought  to  their  support.  The 
emigration  of  capital  towards  foreign  securities  is  then 
discussed,  but,  again,  Mr.  Plumridge  does  not  deem  it 
necessary  to  produce  authoritative  facts,  being 
apparently  content  to  rely  on  the  story  of  the  goose 
and  the  auriferous  eggs.  The  state  of  British  credit 
and  certain  political  matters  are  next  touched  upon, 
but  these  are  outside  our  sphere. 


Tht  Audit  of  Trait  It  is  reported  that  a  recent  case  of 
Oomj^aiiloi.  defalcation  has  prompted  the  banking 
department  of  New  York  to  proceed  with  the  examina- 
tion of  trust  funds  held  by  all  trust  companies  in  that 
State.  It  seems  a  remarkable  fact  that,  apparently, 
there  has  been  no  investigation  in  this  direction  during 
the  last  ten  years !    The  periodical  examination  which 


has  hitherto  taken  place  was  simply  directed  towards 
the  collateral  securities  held  against  loans,  and  the 
other  stocks  and  bonds  included  as  assets.  The  pro- 
posed audit,  though  a  little  dilatory  in  point  of  time, 
would  seem,  therefore,  to  be  very  advisable. 


Tht  QuMttoii  of  The  following  paragraph  appeared  in 
an  Aaditorahlp.  a  recent  issue  of  The  Financial  News, 
but  the  details  are  so  meagre  that  comment  is 
impossible.  Perhaps  some  of  our  correspondents  may 
be  able  to  supply  fuller  particulars : — 

••  Partners  of  Dirbctors  as  Auditors. 

Messrs.  Gedge.  Ilott  &  M'Leod,  Chartered  Accoon- 
tants.  were  the  plaintiffs  in  an  action  against  Ye  Mecca, 
Lim..  and  Mr.  Ogden  Lawrence,  K.C.,  on  their  behalf, 
submitted  to  Mr.  Justice  Kekewich,-  in  the  Chancery 
Division,  yesterday,  the  question  whether  they  were  or 
were  not  the  auditors  of  the  defendant  company.  The 
question  depended  on  the  construction  of  the  articles  of 
the  company,  and  on  what  happened  at  a  meeting  of 
the  company. 

His  Lordship  suggested  a  settlement,  and.  after 
counsel  had  conferred,  they  suggested  that  he  should 
nominate  an  auditor.  Thereupon  his  Lordship 
nominated  Mr.  Whinney,  whom  failing,  Mr.  Fitch 
Kemp,  and  directed  that  the  costs  of  all  parties  should 
come  out  of  the  funds  of  the  company." 


A  Cartons 
Oontraot. 


Efforts  are  stated  to  have  been  made 
to  finance  a  certain  pig-farming  estab- 
lishment, and  a  rather  curious  form  of  contract, 
together  with  some  proposals  which  are  "not  to  be 
deemed  a  prospectus,"  have  apparently  been  circulated. 
The  "  form  of  contract "  runs  as  follows : — 
*'  Form  of  Contract. 
To ,  Esq., 


I/we  have  read  the  subjoined  proposals  for  the  forma- 
tion and  registration  of  a  company  proposed  to  be  formed 

under  the  name  of  • Pig  and  Poultry  Farm,  Lim.,* 

and  am/are  willing  to  subscribe  for  preference  shares 
of  /i  each  in  that  company  in  accordance  with  the 
subjoined  proposals  I/we  hereby  authorise  you  to  sub- 
scribe in  my/our  names  for  such  shares  in  that  company 
as  soon  as  it  is  formed  and  registered,  and  this  shall  be 
my /our  authority  to  the  directors,  when  appointed,  to 
allot  me/us  shares. 

I/we  have  paid  Messrs. ,  London, 

£  ,  being  2/-  per  share  by  way  of  deposit  and 

to  be  taken  in  part  payment  for  such  shares  when  and 
as  soon  as  the  company  is  duly  formed  and  registered. 
Dated 
While   the  "proposals"  include   the  following  stipu- 
lation : — 
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"  A  meeting  of  the  several  signatories  to  the  form  of 
contract  prefacing  these  proposals  will  be  called  to  con- 
sider and  decide  all  matters  in  relation  to  the  formation 
and  registration  of  the  proposed    company,   and  the 
desirability    of    filing     and    issuing    a    prospectus   in 
accordance  with  the  Companies  Acts.    At  .least  three 
days'  notice  of  the  time  and  place  of  such  meeting  will 
be  given,  and  notice  shall  be  considered  as  properly 
given  if  sent  through  the  ordinary  post  to  the  address 
of  each  of   the  signatories  appearing  on  any   of  the 
appended  forms  of  contract.    The  decision  of  signa- 
tories contracting  to  take  the  larger  amount  of  shares 
shall  be  binding  on  all  signatories  of  the  appended  form 
of  contract. 
May  1907." 
The    proposed    capital    of   the    company    is    ;£'i,ooo, 
divided  into  800  10  per  cent,  preference  shares  of  £1 
each  and  2,000  ordinary  shares  of  is.  (query  as.)  each. 
A  financial  contemporary  points  out  that  the  persons 
"  contracting  "  to  take  the  2,000  ordinary  shares  would 
apparently  be  in  a  position  to  force  their  views  as  to  the 
constitution  of  the  company  upon  the  subscribers  to 
the  800  preference  shares,  for  although  the  nominal 
amount  is  smaller,  a  "  larger  amount  *'  of   shares  is 
certainly  held,  with  the   natural  consequence   as  to 
voting  powers. 

Reallutloii  of  An  interesting  correspondence  is  appear- 
Estates.  iog  under  this  heading  in  The  Financial 
Times.  The  matter  was  mooted  first  of  all  by  Mr. 
W.  W.  Marshall,  who,  after  pointing  out  the  difficulty  of 
realising  any  large  block  of  investment  stocks,  however 
good,  without  a  great  reduction  in  value,  makes  the 
ingenious  suggestion  that  powers  should  be  given  to 
executors,  at  their  absolute  discretion,  to  hand  over  to 
legatees,  in  lieu  of  cash  payments,  an  equivalent  value 
of  stocks  to  be  taken  at,  say,  the  middle  price  of  any 
given  day.  He  also  considers  that  executors  should 
have  the  right  to  forfeit  the  legacy  altogether  where  a 
legatee  rejects  such  a  settlement.  Mr.  T.  Rothwell 
Haslam  then  takes  up  the  running  and  quotes  the 
case  of  In  re  Slater ;  Slater  v.  Slater^  which,  it  may 
be  remembered,  raised  a  point  as  to  ademption,  as 
rendering  Mr.  Marshall's  plan  unworkable.  He  goes 
on  to  say  that : — 

Mr.  Marshall's  suggestion  that  the  particular  stocks 
and  shares  should  be  bequeathed  instead  of  a  par- 
ticular sum  of  money  involves  the  risk  referred  to,  and 
there  does  not  appear  to  me  to  be  any  way  in  which 
this  risk  can  be  avoided.  I  quite  agree  that  if  at  the 
death  of  a  testator  particular  stock  bequeathed  is  in 
his  possession  that  the  taking  it  over  in  specie  would 
prevent  a  loss  on  realisation,  and  that  in  some  cases 
such  a  loss,  as  Mr.  Marshall  states,  is  larger  even  than 


the  exceedingly  high  death  duties  payable  thereon. 
In  other  words,  that  if  this  loss  could  be  avoided,  the 
added  burden  of  death  duties  would  not  be  so  seriously 
felt.  In  a  recent  case  which  I  have  had  to  deal  with 
a  testator  held  at  the  date  of  his  death  jfgojooo  worth 
of  shares  in  an  industrial  company,  and  to  have  put 
these  shares  on  the  market  for  the  purpose  of  realisa- 
tion would  not  only  have  considerably  depleted  the 
testator's  fund,  but  would  have  quite  unnecessarily 
disturbed  the  market.  In  assessing  duty  on  this  large 
amount  the  Somerset  House  authorities  insisted  on 
duty  on  the  price  of  the  shares  on  the  day  of  the  tes- 
tator's death,  and  it  was  only  after  considerable 
difficulty  and  by  showing  that  such  a  price  could  not 
have  been  realised  for  the  whole  of  the  stock,  but  only 
probably  for  a  small  portion  of  it,  that  they  ulti- 
mately conceded  a  deduction  amounting  to  13  per  cent. 
The  authorities  admitted  that  they  had  only  in  one 
case  made  such  an  allowance  before;  but  the  case 
shows  how  hardly  the  burden  of  deatih  duties  falls  upon 
the  estate  when  a  testator  at  the  date  of  his  death  has  a 
large  holding  in  any  one  undertaking. 


In  a  printed  answer    given    by    Mr. 
Party  Lloyd  George  to  a  question  asked  in 

Oontrlbutions.  the  House  as  to  whether  the  South 
Metropolitan  Gas  Company  had  made  a  contribution 
to  the  funds  of  the  London  Municipal  Society  previous 
to  the  recent  County  Council  election,  an  interesting 
letter  from  the  secretary  of  the  company  is  quoted. 
After  acknowledging  that  a  sum  of  ;£'2i  had  been  paid, 
the  following  remarks  were  added : — "  This  company  is 
"  one  of  the  largest  ratepayers  in  South  London,  paying 
"  £"88,000  a  year  in  rates,  being  an  increase  of  50  per 
'*  cent,  in  the  last  seven  years."  Gas  consumers  and 
shareholders  being  practically  partners  {The  Financial 
Neus  adds)  it  is  to  the  interest  of  all  that  the  waste  and 
extravagance  of  the  local  authorities  should  be  checked 
and  economy  and  efficiency  ensured,  and  the  directors 
believe  their  action  was  for  the  public  good.  The 
secretary  concludes  by  saying  he  is  also  instructed  to 
direct  attention  to  ''the  gross  injustice  which  the  con- 
"  tinuance  of  the  present  system  inflicts  on  all  joint** 
"  stock  companies ;  they  pay  a  very  large  and  increasing 
"  proportion  of  the  rates,  with  no  control  whatever  over 
"  their  expenditure,  and  with  no  voice  or  vote  in  the 
"  election  of  the  London  and  borough  councillors  or  the 
"  members  of  the  boards  of  guardians.  Such  taxation 
*'  without  representation  cannot  be  justified.  The  system, 
"  or,  rather,  the  want  of  system,  has  been  allowed  to 
**  grow  with  the  growth  of  joint-stock  companies,  and  a 
*'  remedy  is  urgently  needed  to  give  them  their  prop'^ 
*'  share  in  municipal  government." 
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Corre9pon^ence  an^  Bnauttles. 


All  commttoicatlons  to  the  Editor  should  be 
by  letter  only. 


[We  are  at  all  times  ready  to  insert  correspondence  on 
matters  0/  interest  to  the  Profession,  but  we  do  not  of  course 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended  for 
current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents,  not  necessarily  for 
publication^  but  as  a  guarantee  of  good  faith."] 


Depreciation,  with  Special  Reference  to  the 
Accounts  of  l^cal  Authorities. 

{To  the  Editor  of  The  Accountant.) 
Sir,— It  is  not  my  intention  to  enter  into  the  discus- 
sion on  the  general  question  except  to  say  that  there 
does  not  appear  to  me  to  be  any  real  difference  between 
Professor  Dicksee^s  views  and  those  of  Mr.  Swainson. 
As  I  understand  it,  the  Professor  simply  affirms  that 
provided  the  loan  period  accurately  coincides  with  the 
working  life  of  the  asset,  and  that  the  asset  is  fully 
maintained  out  of  revenue,  the  statutory  Sinking  Fund 
of  Local  Authorities  might  be  regarded  as  being 
equivalent  to  the  usual  depreciation  in  commercial 
undertakings. 

£ver3rthing  depends  upon  the  circumstances  of  the 
particular  case — i.^.,  the  nature  of  the  asset :  whether  it 
is  speculative  or  stable;  the  probable  or  possible 
obsolescence,  and  so  on.  Electricity  undertakings  are 
more  or  less  speculative,  and  with  the  engineering 
expert  evidence  Mr.  Swainson  had  before  him  as  to  th  2 
inadequacy  of  the  Bolton  Sinking  Fund,  his  extra  charge 
against  profits  of  6  per  cent. — whether  for  depreciation 
or  for  reserve— appears  to  be  perfectly  justified. 

I  remember,  many  years  ago,  the  late  Mr.  Adam 
.Murray  (when  an  honoured  member  of  the  Manchester 
City  Council)  discussing  the  question  as  to  the  wisdom 
of  charging  full  depreciation  against  profits,  in  addition 
to  the  Sinking  Fund  required  under  the  Acts,  in  con- 
nection with  the  Corporation  Gas  Works.  He  argued 
strongly  that,  provided  the  expenditure  for  renewals, 
repairs,  and  maintenance  was  charged  against  the  Profit 
and  Loss  Account,  a  further  additional  charge  for 
depreciation  beyond  the  Sinking  Fund  was  unnecessary. 
But  a  gas  undertaking  is  different  from  an  electricity 
undertaking. 


The  whole  matter  resolves  itself  into  a  question  of 
financial  prudence  and  foresight,  under  the  circumstances 
connected  with  the  particular  asset ;  and  I  have  no 
doubt  that  Professor  Dicksee,  who  always  advises 
"  erring  on  the  right  side,"  will  agree  that  in  the  case 
of  electricity  and  similar  works  it  is  wise  to  depreciate 
fully  in  addition  to  charging  the  statutory  Sinking  Fund. 
As  he  explains,  where  the  Sinking  Fund  is  equated,  with 
widely  varying  periods  of  life  for  different  assets,  there 
is  really  no  alternative  but  to  charge  a  depreciation  as 
well  as  the  Sinking  Fund. 

No  hard  and  fast  rule  can  be  laid  down.  The  aim 
should  be  to  free  the  municipal  undertaking  from  loan 
debt  in  due  course,  without  depriving  the  present  rate- 
payers of  what  might  be  regarded  as  their  legitimate 
share  of  the  profits. 

I  am,  yours  faithfully, 

JOHN  B.  CARRINGTON. 
14/A  May  1907. 

Re  Depreciation. 

(To  the  Editor  of  The  Accountant.^ 

Sir, — The  somewhat  belated  and  much  condensed 
report  of  Mr.  Robert  Hammond's  paper,  read  before 
the  Institute  of  Electrical  Engineers,  which  appears  in 
your  issue  of  the  i8th  inst.,  if  taken  by  itself  will  prove 
misleading  to  those  who  are  seeking  for  some  guidance 
on  this  important  subject. 

The  life  of  the  various  machines  and  items  set  forth 
in  the  list  therein  was  merely  suggestive  and  for  the 
purposes  of  discussion.  Numerous  members  spoke 
after  the  reading  of  the  paper,  and  they  all  concurred  (so 
far  as  my  memory  serves  me)  in  rejecting  the  suggested 
length  of  life  as  being  greatly  in  excess  of  actual 
practice. 

It  would  be  calamitous  if  readers  of  your  valuable 
journal  were  to  formulate  a  system  of  depreciation 
founded  upon  the  suggested  terms  in  the  paper  referred 
to.  It  surely  must  be  well  within  the  knowledge  of 
many  of  the  members  of  the  Institute  of  Chartered 
Accountants  that  already  costly  machines,  engines,  and 
equipment  less  than  ten  years  old  have  been  discarded 
from  many  electric  supply  stations  (which  formed  the 
basis  of  the  paper  under  discussion).  This  being  so, 
the  less  said  of  any  imaginary  life  of  such  objects  the 
better. 

I  am.  Sir,  yours  obediently, 

ONE   WHO  WAS   PRESENT. 

May  21st  1907. 
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Auditors  and  the  Companies*  Bill. 

{To  the  Editor  of  the  Accountant.) 

Sir,- I  expected  some  reference  to  be  made  in  your 
last  issae  as  to  the  effect  of  an  amendment  relating  to 
auditors  made  on  the  Companies  Bill.  It  was  proposed 
that  at  least  one  of  the  auditors  of  a  limited  company 
should  be  a  professional  accountant,  but  this  was  after- 
wards altered  to  read  that  at  least  one  of  the  auditors 
of  every  company  having  a  nominal  capital  of  ;C50,ooo, 
should  be  a  person  who  publicly  carries  on  the  business 
of  an  accountant.  It  seems  to  me  that  this  clause,  if 
niade  law,  would  prevent  about  one-quarter  of  the 
members  of  the  Institute  from  accepting  auditorships 
of  companies  where  the  nominal  capital  was  over 
^^50,000.  Surely  this  is  a  remarkable  result  of  all  that 
has  been  done  to  educate  the  public  as  to  the  necessity 
of  employing  properly  qualified  men !  I  presume,  in 
England,  as  in  Scotland,  a  man  intending  to  go  int  > 
business  usually  gathers  a  few  appointments  befoie 
putting  up  his  name,  but  under  the  proposed  law  a 
Chartered  Accountant  might  not  be  open  to  accept 
every  appointment.  The  question  should  interest  the 
younger  members  of  the  Institute. 

A  simple  subsection,  providing  that  members  of  any 
of  the  Chartered  Societies  should  in  every  case  be 
eligible,  would  overcome  the  difficulty. 


Yours  truly. 


i5<A  May  1907. 


SCOT. 


Income  Tax. 


{To  iki  Editor  of  The  Accountant,) 

Sir, — I  am  acquainted  with  a  limited  company,  in 
connection  with  which  the  following  has  occurred. 

Although  since  its  incorporation,  several  years  ago, 
it  has  never  made  a  penny  profit,  it  has  been  the  custom 
for  the  Income  Tax  authorities  to  require  payment  of 
income-tax  supposed  to  have  been  deducted  on  payment 
of  certain  interest  on  debentures  and  loans. 

As  a  matter  of  fact,  however,  this  interest  has  neve  r 
been  paid,  so  that  the  deduction  of  income-tax  exists 
only  as  a  bookkeeping  entry. 

The  debentures  and  loans,  with  the  accrued  intere^t 
thereon,  are  now  about  to  be  wiped  out  and  the  claims 
in  respect  of  them  foregone. 

The  following  points  therefore  arise  :— 


(i)  Need  the  income-tax  ever  have  been  paid  ? 

(2)  And,  if  not,  now  that  the  claims  in  respect  of 
interest  are  to  be  legally  foregone,  can  any  of  the 
tax  be  recovered,  and  for  how  many  years  ? 

Thanking  you  in    anticipation  for    your  esteemed 
opinion, 

I  remain,  yours  truly, 

iSth  May  1907.  HOPEFUL. 


Qas  Undertaking—Annuity  to  late  Manager:  How 
dealt  with  in  Accounts. 

{To  tki  Editor  of  The  Accountant.) 

Sir,— This  year  our  gas  company  have  granted  an 
annuity  to  their  late  manager,  and  I  feel  that  this  item 
should  be  properly  charged  against  Revenue  Account, 
but  as  I  am  anxious  to  keep  that  account  as  far  as 
possible  to  show  the  work  of  the  new  manager,  would 
it  be  permissible  to  leave  this  item  out  of  Revenue 
Account  and  charge  it  to  the  debit  of  Profit  and  Loss 
Account,  as  I  do  the  principal  and  interest  on  loans  and 
other  charges  extraneous  to  the  actual  working  of  the 
undertaking  ? 

Yours  truly, 


May  14th  1907. 


ENQUIRER. 


Government  Auditors. 

{To  tk€  Editor  of  Tht  Accountant.) 

Sir, — I  am  a  firm  believer  in  the  Government  auditor, 
provided  that  a  qualified  accountant  is  appointed. 

I  have  had  several  years*  training  and  experience  in 
a  Chartered  Accountant's  office,  and  beUeved  I  was 
well  instructed  in  the  elements  and  principles  of  Book- 
keeping and  Accountancy.  Having  recently  obtained 
a  municipal  appointment  where  a  Government  auditor 
"  audits "  the  accounts,  I  have  been  astonished  at 
the  extraordinary  theoretical  ideas  of  bookkeeping 
propounded  by  the  auditor,  necessitating  a  vast  amount 
of  unnecessary  work,  with  less  results  than  would  have 
been  obtained  if  a  common -sense  system  of  bookkeeping 
were  adopted,  such  as  would  be  recommended  by  any 
qualified  practical  accountant. 


I  am,  &c., 


21s/  May  1907. 


MARCUS. 
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Cbatteted  Hccountants'  Xo^()e. 

(No.  3,162.) 


The  regular  annual  installation  meeting  of  this  Lodge 
took  place  on  Wednesday,  the  ist  inst.,  at  the  New  Gaiety 
Restaurant,  when  Mr.  John  William  Woodthorpe,  of  the 
firm  of  Woodthorpe,  Bevan  &  Co.,  was  installed  Worshipful 
Master  for  the  current  year,  the  ceremony  being  performed 
by  Mr.  Francis  W.  Pixley.  The  other  members  of  the 
Lodge  present  were  : — 

Dr.  Ralph  Gooding,  Messrs.  Edwin  Fox,  William  Plender, 
J.  H.  Whadcoat,  Charles  Fox,  George  Sneath,  A.  H. 
Gibson,  Ernest  Edmonds,  Arthur  F.  Whinney,  W.  H.  Fox, 
W.  Hardy  King,  Charles  Eves,  H.  Gaskell  Blackburn, 
T.  Lindsay  Fisher,  J.  B.  Woodthorpe,  Ernest  Winn,  Charles 
F.  Cape,  A.  Duncan  Barber,  Geoffrey  Bostock,  Percy  W. 
Strauss,  T.  E.  Shuttleworth,  Edward  C.  Moore,  L.  E. 
Halsey,  and  James  H.  Stephens. 

The  visitors  were  : — 

Messrs.  A.  H.  Lindo  (who  acted  as  organist),  W.  S.  Page, 
Reginald  D.  F.  Hill,  J.  H.  Dallas,  A.  R.  Upjohn.  F. 
Brinsley  Harper,  and  Wilfred  J.  Hardcastle. 

Mr.  H.  Woodburn  Kirby  continues  his  office  as  Treasurer 
of  the  Lodge,  having  been  elected  by  the  members  at  the 
previous  meeting. 

TheW.M.  appointed  the  following  gentlemen  officers  of 
the  Lodge  to  assist  him  during  his  year  of  office  : — 

Francis  W.  Pixley,  S.W. ;  George  Sneath,  J.W. ;  Charles 
Fox,  Secretary;  A.  H.  Gibson,  S.D.  ;  Ernest  Edmonds, 
J.D. ;  W.  H.  Fox,  D.C. ;  Paul  Bevan,  Organist;  Arthur  F. 
Whinney,  LG. ;  Jam^s  H.  Stephens  and  Edward  C.  Moore, 
Stewards. 

After  the  ceremony  the  members  and  their  guests  dined 
together  in  one  of  the  banqueting  halls  of  the  Gaiety 
Restaurant,  when  the  usual  toasts  were  duly  honoured.  A 
programme  of  music  and  recitations  was  arranged  by  Mr. 
Algernon  H.  Lindo. 

The  next  Lodge  meeting  will  take  place  at  the  Gaiety 
Restaurant  on  the  first  Wednesday  in  October. 


^ofnNStocfi  t>et0tt9  private  <9wner9btp 

of  JSttsincsses— Some  Commctctal 

Dlflfetencca* 


By  W.  R.  Hamilton. 

A  LECTURE  read  before  the  Birmingham  Chartered 
Accountants  Students'  Society,  on  March  26th,  and  the 
Chartered  Accountants  Students'  Society  of  Kingston-upon- 
Hull,  on  April  loth  1907. 

Summary  of  Paper. 

(i)  In  a  private  business  profit  is  increase  of  capital,  and, 
in  the  last  analysis,  is  the  cash  increase. 

(2)  This  increase  cannot  be  ascertained  yearly,  but  it  can 
be  estimated  according  to  certain  conventional  rules. 


(3)  In  a  company  •'  capital '  *  and  "  profit "  have  a  definite 
and  specialised  meaning. 

(4)  A  private  trader  can  be  more  enterprising  than  a 
company  manager,  because  he  works  for  himself,  and  cao 
subordinate  the  present  to  the  future. 

(5)  It  is  very  difl&cult  to  compare  business  with  business 
as  to  amount  or  rate  of  profit. 

(6)  The  private  limited  company  is  at  first  practically  a 
partnership,  but  develops  features  which  are  foreign  to  a 
partnership,  features  perhaps  not  contemplated  on  its 
formation. 


The  subject  I  have  chosen  is  not  one  which  deals  directly 
with  accounts  in  the  technical  sense,  but  I  hope  it  may  not 
be  less  interesting  for  that  reason.  A  technical  knowledge 
of  one's  profession,  whatever  it  may  be,  is  always  essential ; 
it  is  a  necessary  preliminary,  just  as  is  the  ability  to  read 
and  write  in  the  case  of  anyone  who  desires  to  be  called 
educated.  We  cannot  do  without  the  tools,  but  we  must 
also  know  how  to  use  them ;  we  must  know  the  world  of 
business  from  a  wider  standpoint  than  that  of  a  mere  expert 
in  figures — we  must  know,  in  fact,  what  the  figures  stand  for. 

The  feature  common  to  all  businesses  is  that  they  are  a 
form  of  activity  directed  to  making  a  profit.  They  may  not, 
in  fact,  make  one — certainly  they  may  often  make  no  profit 
in  any  one  year— but  the  desire  for  profit  and  the  making 
of  it,  or  the  hope  of  making  it,  are  common  to  all.  Other 
things  than  profit  may  be  desired,  and  made,  out  of  a  busi- 
ness ;  it  may  provide  interesting  and  engrossing  occupation  ; 
it  may  be  thought  to  be — and  may  very  well  be — a  real 
service  to  the  community;  it  may  minister  to  the  desire  for 
power ;  but  to  realise  these  a  profit — or  the  hope  of  one — is 
a  condition  precedent.  Where  no  such  condition  existed, 
we  should  not  consider  any  form  of  activity  as  a  business  at 
all;  one  might  as  well  call  by  the  name  of  business  the 
practice  of  philanthropy  or  the  pursuit  of  sport. 

All  business  undertakings  are  integral  parts  of  the  national 
life,  employing  labour,  supplying  needed  commodities,  and 
seeking,  in  doing  so,  to  make  profit.  But  they  seek  this 
profit  in  somewhat  different  wajrs— the  managing  owner  of 
a  private  concern  goes  about  his  search  in  a  di£ferent  way 
from  the  investor  in  a  public  company ;  and  this  raises  the 
vexed  question  :  What  is  profit  ? 

In  the  process  of  auditing  the  work  centres  round  the 
Profit  and  Loss  Account,  and  we  accountants  are  inevitably 
— and  very  necessarily — led  to  draw  a  sharp  distinction 
between  Capital,  on  the  one  hand,  and  Revenue,  or  Income, 
on  the  other.  But  the  only  workable  conception  of  profit 
is  that  of  a  gain  in  capital ;  and,  indeed,  this  is  clearly 
recognised  by  us  in  our  work  so  far  as  it  concerns  privately- 
owned  businesses.  When  we  are  closing  the  accounts  of  a 
business  for  a  given  period  we  carry  the  Nominal  Accounts 
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—sales,  purchases,  wages,  expenses,  &c. — to  a  Profit  and 
Loss  Account,  and  the  balance  of  that  account  we  take  to 
Capital  Account.  In  effect,  therefore,  all  the  Nominal 
Accounts— one  side  of  the  double-entry — are  posted  to 
Capital  Account,  for  at  balancing  time  they  have  all,  for  the 
moment,  ceased  to  exist,  having  been  incorporated  in  that 
account.  So  that  if  I  pay  6d.  for  a  telegram  I  have 
diminished  my  capital  by  that  sum.  which  is  debited  to 
Capital  Account,  for  it  is  debited  to  Postage  or  some 
Nominal  Account,  which  is  debited  to  Profit  and  Loss 
Account,  which  in  its  turn  is  debited  to  Capital  Account, 
where  the  process  ends.  To  put  it  in  another  way,  if  I  buy 
an  article  for  2s.  and  sell  it  for  3s.,  I  say,  and  truly,  that  I 
have  made  a  profit  of  is.  But  how  do  I  know  that  I  have 
made  this  profit  ?  By  grasping  the  fact  that  I  have  increased 
my  capital  by  that  amount. 

There  is  therefore  no  essential  distinction  between  capital 
and  profit.  The  profit  for  a  year  is,  at  bottom,  the  amount 
by  which  capital  has  increased  in  that  year  by  trading 
operations,  and  the  word  "profit"  is  a  convenient  verbal 
shorthand  to  convey  the  idea  of  such  increase.  Similarly, 
"  loss  "  stands  for  diminution  of  capital. 

There  is  only  one  kind  of  profit — cash.  If  a  man  buys  a 
business  in  his  youth,  carries  it  on  throughout  his  life, 
and  disposes  of  it  in  old  age,  his  drawings  during  his  owner- 
ship, plus  the  price  he  sells  the  business  for,  less  what  he 
paid  for  it  and  what  he  may  have  put  into  it  subsequently, 
is  his  profit,  neither  more  nor  less.  In  fact,  over  a  long 
period,  the  Cash  Book  is  the  true  Profit  and  Loss  Account. 
There  are  still,  I  suppose,  traders  who  deride  bookkeeping, 
who  tell  one  cheerily  that  their  bank  book  tells  them  how 
their  business  is  going.  I  do  not  suggest  that,  either  from 
the  public  or  the  professional  point  of  view,  such  conduct 
is  wise,  but  at  least  these  worthy  men  have  grasped  the 
cardinal  fact  that  the  profit  of  a  business  is  the  amount  of 
cash  you  can  take  out  of  it.  This  is  a  fact  not  always  clear 
to  us  accountants  ;  or  perhaps,  I  should  say,  to  accountants' 
clerks,  for  the  practising  accountant  knows  very  well  that 
he  lives  not  by  costs  delivered,  but  by  costs  paid — it  is  his 
Cash  Book  and  not  his  Journal  which  pays  his  expenses. 

As  there  are  few  rules  without  exceptions,  so  it  is  true  that 
there  are  exceptions  to  the  rule  that  cash  is  the  only  form  of 
profit.  What  we  all  want  is  not  money,  but  money's  worth. 
Where  a  business  is  of  such  a  nature  that  the  article  dealt 
in  can  be  used  by  the  proprietor  cf  the  concern  in  his 
capacity  of  a  consumer,  and  where  he  does  so  use  it,  to  that 
extent  his  profit  is  in  kind  and  not  in  cash.  A  farmer  can, 
and  does,  produce  much  of  the  food  he  and  his  family  con- 
sume ;  and  it  is  obvious  that  a  universal  provider,  if  he  live 
up  to  his  name,  can  make  an  excellent  living  out  of  his  busi- 
ness without  drawing  any  cash  out  of  it.  But  in  a  highly 
artificial  state  of  society  like  ours  such  cases  are  few.     For 


though  there  are  not  many  concerns  in  which  the  proprietor 
does  not  use  some  of  the  articles  he  deals  in,  yet  this  use  is 
generally  trifling,  and  few  people  take  to  a  business  because 
it  is  going  to  produce  something  they  themselves  need. 
They  engage  in  the  occupation  in  which  they  believe  they 
will  be  able  to  make  most  cash,  secure  in  the  knowledge 
that  that  cash  can  be  converted  into  such  commodities  as 
they  desire.  One  does  not  hear  of  a  man  choosing  to  be  an 
accountant  because  it  is  a  business  in  which  he  can  avoid 
the  expense  of  employing  an  auditor. 

Life  is  too  short  to  allow  us  to  wait  until  a  business  is 
worked  out  to  a  conclusion  in  order  to  ascertain  the  actual 
amount  of  the  profit.  In  most  businesses,  therefore,  it  is 
usual  to  have  periodical  stocktakings — ^generally  once  a 
year.  (The  word  "  stocktaking-*'  is  used  here  in  its  older 
and  more  comprehensive  sense  of  a  general  statement  of 
assets  and  liabilities.)  This  account  or  statement  will  show 
that  the  capital— or  "capital  stock"  as  our  grandfathers 
would  have  called  it — has  increased  or  decreased  during  the 
year  by  so  much.  Let  us  assume  an  increase.  This 
increase  is  called  the  profit  of  the  year,  and  to  show  how  it 
has  come  about  is  the  province  of  the  Profit  and  Loss 
Account.  "Profit**  is  a  convenient  term  by  which  to 
express  this  increase,  and  its  meaning  is  very  well  under- 
stood in  the  commercial  world,  so  that  no  misunderstanding 
arises  from  its  employment. 

You  may  have  heard  it  said  of  some  trader  with  whose 
accounts  you  are  concerned  that  *'  his  profit  is  all  in  his 
stock,"  meaning  that  the  amount  of  profit  shown  by  his 
Profit  and  Loss  Account  is  equal,  more  or  less,  to  the 
amount  by  which  his  stock-in-trade  has  increased  during 
the  year.  Or  you  may  hear  that  a  certain  transaction  has 
resulted  in  a  "  paper  profit."  These  sayings  are  appreciations 
of  the  ultimate  fact  that  profit,  to  be  really  profit,  must  be 
tangible,  must,  in  short,  bs  in  caish.  Now,  a  Profit  and 
Loss  Account  is  not  a  Cash  Account ;  if  there  is  one  fact 
which  a  student  is  expected  to  grasp  it  is  that  one.  Indeed, 
so  little  correspondence  need  there  be  between  them  at  any 
one  time,  that  we  may  be  engaged  in  drawing  out  an  account 
showing  a  substantial  profit  while  our  client  is  wondering 
where  he  is  going  to  find  the  money  for  his  week's  wages  I 
The  profit  shown  by  an  account  in  such  circumstances  can 
only  be  a  conventional  one,  and  when  we  say  that  a  man 
has  made  a  profit  of,  say,  /i,ooo,  what  we  mean  is  that  he 
has  initiated  and  partly  carried  through  transactions  which, 
whin  completed,  will  result  in  his  receiving  in  excess  of  his 
payments  ;^i,ooo. 

Not  only  is  it  the  case  that  the  profit  shown  by  the  books 
may  not  be — and  indeed  can  hardly  ever  be — withdrawable 
immediately  in  cash,  but  a  book  profit  is  to  some  extent 
based  on  estimates  which  may  not  stand  the  test  of  actual 
experience.    There  is  nothing  alarming  or  unusual  in  this— 
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it  is  an  incident  of  the  necessity  of  getting  some  result  for 
short  periods,  instead  of  the  impossible  method  of  waiting 
for  the  finishing  up  of  a  business  concern.  A  Balance 
Sheet,  except  as  to  the  item  of  cash,  necessarily  consists  of 
estimates  of  the  cash  value  on  a  given  date  of  certain  assets 
and  liabilities. 

There  is  another  form  of  profit— or  loss — which,  though 
real,  does  not  show  in  any  ordinary  Profit  and  Loss  Account, 
and  that  is  the  increased,  or  decreased,  value  of  the  goodwill. 
Suppose  I  start  a  business,  investing,  say.  /6,ooo  in  it,  and 
carry  it  on  for  twenty  years,  makingan  aggregate  profit,  accord- 
ing to  my  yearly  accounts,  of  ;f  20,000.  Suppose,  too.  that  I 
have  drawn  exactly  that  amount  out  of  it,  my  tangible  assets 
at  the  end  of  the  time  are,  of  course,  ;f6,ooo  as  at  the 
beginning.  If  I  sell  it  for  ;f  10,000,  I  receive  ;f 4,000  for  good- 
will, and  this  /4,ooo  is  undoubtedly  profit,  over  and  above 
the  ;f  20,000  shown  by  my  books  from  time  to  time.  My  twenty 
years'  trading  has  resulted  in  a  total  profit,  or  increase  of 
capital,  of  ;f 24,000.  How  much  of  the  goodwill  should  be 
attributed  to  any  one  year  it  is,  of  course,  impossible  to  say. 

It  is  the  difficulty — the  impossibility  rather — of  attribut- 
ing the  growth  of  the  goodwill  to  any  particular  year 
which  causes  its  exclusion  from  Profit  and  Loss  Accounts; 
But  none  the  less  is  this  goodwill,  when  ascertained,  a  true 
profit.  In  like  manner,  losses  diminish  the  value  of  the 
goodwill,  and  in  all  concerns  subject  to  the  usual  trade 
fluctuations  the  value  of  the  goodwill  must  vary,  could  it  be 
ascertained,  from  year  to  year. 

In  a  private  concern  goodwill  is  only  ascertainable  by 
actually  selling  the  business — it  is  only  ascertainable,  that  is, 
by  actually  realising  it ;  but  in  the  case  of  a  public  com- 
pany the  goodwill  is  known  from  day  to  day,  and  a 
shareholder  can  get  his  proportion  of  it  at  any  time.  The 
goodwill  is,  substantially,  the  price  at  which  the  shares 
stand  above  par.  If  a  company  has  a  capital  of  /ioo,ooo  in 
£1  shares,  and  these  shares  stand  at  25s.,  this  shows  that 
the  goodwill  is  considered  by  the  public  to  be  worth  ;f  25,000 
on  the  assumption  that  the  company  started  with  no  good- 
will. If  the  original  /loo.ooo  was  made  up  of  ^90,000  in 
cash  or  assets  and  /io,ooo  in  goodwill,  then  the  market 
price  of  25s.  is  equivalent  to  agoodwill  valuation  of /35,ooo. 

The  whole  question  of  goodwill  is  a  difficult  one.  because 
each  case  stands  by  itself.  In  the  above  illustration  of 
company  goodwill  the  matter  seems  simple  enough.  While, 
however,  it  is  true  that  the  value  of  the  goodwill  may  be 
judged  by  the  premium,  it  does  not  follow  that  all  the 
shareholders  could  simultaneously  obtain  the  normal  pre- 
mium. If  half,  or  even  a  quarter,  or  less,  of  the  shares  were 
suddenly  put  on  the  market  the  premium  would  probably 
disappear.  On  the  other  hand,  if  the  concern  were  needed 
by  a  promoter  as  an  essential  part  of  an  amalgamation 
scheme,  the  premium  asked  and  obtained  might  well  be  £ar 
above  the  current  quoted  rate. 


It  cannot  be  too  clearly  understood  that  to  the  question. 
What  is  the  value  of  the  goodwill  ?  no  general  answer  can 
be  given.  What  is  the  nature  of  the  business  ?  What  is 
the  capital  required  ?  Am  I  going  into  partnership  with  the 
present  proprietor  ?  or,  Is  he  retiring  ?  or,  Is  the  business 
being  kept  together  by  executors  till  a  purchaser  is  found  ? 
These  are  some  of  the  questions  to  be  asked  before  yon  can 
begin  to  give  an  idea  "of  the  number  of  years'  or  months' 
purchase  of  the  profits  which  may  be  expected.  Pro- 
fessional businesses  are  said  to  have  a  goodwill  equal  to 
about  three  years'  purchase  of  the  profit.  That  is  true,  if 
a  partnership  is  presupposed.  But  the  value  is  less  if  the 
owner  is  giving  up  the  business,  and  much  less  if  he  is  dead. 
Businesses  where  capital  is  an  important  £actor  have  much 
less  goodwill  value,  for  partnership  purposes,  than  pro- 
fessional ones,  but  a  much  greater  value  for  sale  to  the 
public  in  the  form  of  a  limited  company.  But  in  all  cases, 
and  this  is  especially  true  of  large  manufacturing  and  dis- 
tributive concerns,  the  question  is  one  of  bargaining  in  each 
individual  case,  and  is  generally  complicated  by  arrange- 
ments as  to  the  bringing  in  of  capital.  Thus,  if  a  man  on 
coming  into  a  business  is  content  to  take  at  its  face  value 
a  large  asset  which  is  of  doubtful  or  speculative  value,  he 
is  in  effect  paying  something  for  goodwill. 

To  sum  up  the  whole  matter,  profit  is,  in  the  last  resort, 
cash,  and  is  the  whole  of  the  cash  taken  out  of  a  business 
after  repaying  that  which  has  at  one  time  or  another  been 
put  into  it.  It  follows  from  this  that  a  man  may  well  be 
content  with  a  small  amount  of  cash  on  account  of  profit  in 
some  years,  if  he  thereby  greatly  increase  his  chance  of 
receiving  the  balance  later  on,  with  a  substantial  increment 
to  repay  him  for  his  waiting.  This  is,  in  fact,  how  busi- 
nesses grow.  A  man  starts  in  business  with  a  small  capital, 
and  if  he  prosper  he  soon  finds  that  he  cannot  withdraw 
the  profit  he  appears  to  have  earned,  because  it  is  invested 
in  stock,  or  debts,  or  plant.  In  short,  his  business  requires 
more  capital,  and  this  capital  he  finds  not  by  putting  money 
in,  but  by  refraining  from  drawing  it  out.  This  he  does 
gladly,  knowing  that  in  the  long  run  he  will  receive  his  own 
with  usury.  Now  this  procedure — feasible,  proper,  and  com- 
mendable in  the  case  of  a  private  concern,  or  a  "one-man  " 
company — is  denied  to  the  public  company.  Not  because 
there  is  any  law  against  it,  but  because  shareholders  want 
dividends  payable  in  cash.  Not  only  so,  but  they  want  in 
dividend  almost  the  whole  book  profit  of  the  year.  In  the 
early  stages  of  a  company,  shareholders  are  generally  willing 
to  allow  a  portion  of  the  profit  to  be  retained  in  order  to 
form  a  Reserve  Fund,  but  when  such  a  fund  has  been 
formed,  the  cash  outgoings  each  year  in  the  shape  of  divi- 
dend must  approximately  equal  the  certified  profit.  Such  a 
state  of  affairs,  to  my  thinking,  militates  against  trading  of 
the  most  successful  kind.  It  is  not  good  to  feel  that  by  hoc^ 
or  by  crook  you  mv&t  find  at  the  end  of  each  year  cash  equal 
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to  the  amount  of  profit  you  appear  to  have  earned.  The 
tendency  must  be,  and,  I  think,  is,  to  make  for  too  con- 
servative a  policy.  In  the  effort  to  make  sure  of  7  per  cent. 
or  8  per  cent.,  you  not  only  lose  the  chance  of  making  15 
per  cent,  or  20  per  cent.,  but  you  are  apt  to  lose  even  the 
smaller  rate.  Caution  is  not  the  only  necessary  business 
quality— the  truly  successful  business  man  is  like  the 
prophets  of  old  (and  surely  I  may  claim  the  merit  of  bein}^ 
the  first  to  point  out  the  resemblance)  in  that  he  sees  visions, 
and  has,  on  occasion,  a  kind  of  divine  rashness,  which  leads 
him  to  great  things.  But  shareholders  do  not  like  this — 
what  they  want  is  dividends  and  a  market  value  for  their 
shares.  I  think  that  many  shareholders  would  be  content 
to  have  their  dividends  fluctuate  more  if  this  did  not  affect 
the  market  value.  We  accountants  are  at  great  pains  to 
see  that  Balance  Sheets  are  correct,  but  the  shareholders, 
though  they  are  the  proprietors,  are  only  indirectly  con- 
cerned with  their  accuracy.  Their  primary  concern  is  with 
the  price  which  they  can  obtain  for  their  shares,  should  they 
desire  to  sell  them,  and  that  price  is  almost  entirely 
governed  by  the  rate  and  regularity  of  the  dividenis  paid. 

The  private  trader  thus  has  a  freer  hand  than  the  company 
manager.  He  can  make  more  use  of  his  tools,  can  go 
further  afield  in  his  search  for  markets,  can  subordinate 
present  to  future  gain,  in  a  way  not  allowable  in  joint-stock 
concerns.  More  than  this,  he  can,  if  necessary,  do  what  no 
public  company  manager  ever  dare  do— be  can  embark  on  a 
course  which  will  almost  certainly  result  for  a  time  in  a 
heavy  loss,  counting  the  cost  and  considering  the  loss  worth 
the  chance  of  a  large  future  profit. 

I  have  referred  above  to  profit  as  being  the  amount  by 
which  capital  has  increased.    But  while  this  is  true  commer- 
cially and  economically,  it  is  not  true  legally  in  the  case  of 
limited  companies.    "  Capital  "  in  their  case  has  a  special 
and  restricted  meaning.       Shareholders  are  not  creditors: 
this  we  know,  and  so,  to  their  cost,  do  they.    Bat  you  get 
the  best  idea  of  share  capital  by  considering  the  company 
as  an  entity  apart  from  its  shareholders  (as  indeed  it  is) 
and  then    by    considering   the    shareholders    as  deferred 
creditors  for  the  amounts  paid  upon  their  shares.    Share 
capital  is  a  fixed  amount,  which,  for  practical  purposes, 
cannot  be  diminished,  and  can  be  increased  only  in  certain 
definite  and  specified  ways,  and  each  increase  is  for  a  definite 
and  specified  amount.    A  private  person  who  begins  with 
/ 100,000  and  makes  a  profit  of  ;f  10,000,  ends  with  a  capital 
of  /"t  10,000.    So  does  a  company  in  like  circumstances,  but 
the  /io,ooo,  is  not  automatically  added  to  the  ;( 100,000 : 
the  legal  amount  of  the  capital  is  unaffected  by  the  profit — 
nor  would  it  be  affected  by  a  loss— and  the  nominal  liability 
to  the  shareholders  still  continues.    To  say  that  a  profit  of 
;f  10,000  has  been  earned  is  to  say  in  effect  that  a  certain 
portion  of  the  virtual  capital  of  the  concern,  which  portion 


must  not  exceed  /lo.ooo,  may  be  distributed  as  dividend, 
provided  the  company  can  find  the  cash  necessary  for  the 
purpose.  Whatever  is  not  so  distributed  remains  as 
dividend -earning  capital  in  the  company.  But,  though  it 
earn  dividends,  no  dividend  is  specifically  paid  on  it.  All 
the  profit  is  considered  as  being  earned  by  the  share  capital, 
and  is  expressed  as  a  percentage  thereon.  Suppose  that  the 
company  referred  to  above  found  that  though  it  had  earned 
;f  10,000,  yet  its  operations  had  so  increased,  and  required 
so  much  more  capital,  that  it  could  not  find  any  money 
for  a  dividend,  it  might  issue  shares  for  /lo.ooo,  and  with 
the  money  so  received  pay  the  dividend.  Commercially  this 
would  make  no  difference  —  ;f  10,000  had  come  in,  and 
;^io,ooo  had  gone  out.  so  that  the  effective  capital  remained 
unaltered — ^but  legally  the  difference  is  considerable.  For 
the  share  capital  is  now  irrevocably  fixed  at  /yo.ooo,  and 
on  that  sum  must  all  future  dividends  be  calculated. 

The  private  trader  cannot,  except  by  a  coincidence,  draw 
from  his  business  in  any  one  year  exactly  the  amount  of 
the  profit  he  has  earned.  Thus  a  man  may  begin  with 
/2o,ooo  and  find  at  the  end  of  the  year  that  he  has  made 
;^3,ooo,  and  withdrawn  /2.000.  His  capital  at  the  end  is 
therefore  /2 1,000.  If  this  process  be  continued,  and  the 
business  grow,  he  may  find  that  in  time  his  capital  is,  say. 
^50,000.  He  is  in  no  doubt  as  to  where  the  ^50,000  is — 
it  is.  as  he  would  put  it  "in  the  business" — the  excess  of 
assets  over  liabilities  has  increased.  The  circumstances 
would  not  have  been  at  all  altered  had  he  kept  his  original 
capital  in  an  account  which  stood  continually  as  a  credit  of 
/2o,ooo,  and  credited  the  annual  accretions  of  capital  due  to 
the  profit  exceeding  his  drawings  to  another  account,  which 
would  end  with  a  credit  of  ;^3o,ooo,  the  two  amounts  making 
the  total  of  /50.000  which  is  his  capital.  Nor  would  the 
circumstances  be  altered  if  he  called  this  second  account 
*'  Reserve  Fund"  or  indeed  by  any  other  name  he  chose. 
Vou  will  see  this  more  clearly  if  you  think,  not  of  the 
accounts  of  a  business,  but  oi  the  business  itself.  The 
Capital  of  a  business  does  not  depend  on  the  way  in  which 
it  is  set  forth  in  the  books ;  indeed  there  may  be  no  books 
at  all— certainly  there  is  often  no  Capital  Account.  Books 
or  no  books,  right  accounts  or  wrong  accounts,  in  the  illus- 
tration above  the  capital  is  in  fact  ^50,000,  of  which  ^30,000 
has  been  brought  in  gradually  by  the  profit  exceeding  the 
Withdrawals. 

To  some  extent  this  is  what  happens  with  all  successful 
Companies.  They  earn  more  profit  than  they  care  to 
distribute,  and  this  surplus  profit  they  put  to  a  "  Reserve 
Fund."  The  name  is  not  happily  chosen,  for  a  reserve 
implies  something  (presumably  cash)  which  may  be  drawn 
on  in  case  of  adversity,  whereas  the  ordinary  Reserve  Fund 
is  not  in  cash  and  cannot  be  used  for  such  a  purpose  except 
in  a  technical  sense.    It  is  the  restricted  use  of  the  word 
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"capital"  in  connection  with  companies,  and  the  use  of 
the  misleading  term  **  Reserve  Fund  "  which  prompts  the 
inquiring  shareholder  to  ask,  "Where  is  the  Reserve 
Fund  ? "  The  answer  (which  I  do  not  recommend  you  to 
give  to  a  shareholders'  meeting)  is  that  the  term  Reserve 
Fund  is  a  misnomer,  but  that  since  the  company  was  formed 
its  excess  of  assets  over  liabilities  has  increased  by  the 
amount  of  the  so-called  fund.  The  use  of  the  word  "  fund  " 
is  partly  responsible  for  the  trouble  which  often  arises  in 
this  connection.  It  would  be  bettef  to  call  the  item  in  the 
Balance  Sheet,  Reserve  "Account."  This  would  not  be 
understood  by  many  shareholders,  but  it  is  better  that  a 
shareholder  should  not  understand  than  that  he  should 
misunderstand.  Except  in  the  case  of  banks  and  investment 
companies  there  can  seldom  be  a  real  Reserve  Fund  in  the 
shape  of  cash  or  realisable  securities.  If  this  existed,  it 
would  only  Ihow  that  there  was  too  much  capital  in  the 
concern,  and  the  shareholders  would  want  it  to  be  paid  to 
them  either  as  dividend  or  as  a  partial  return  of  share 
capital.  Still  less  could  it  exist  concurrently  with  an  issue 
of  fresh  capital,  for  the  shareholders  would  ask  at  once  why 
new  capital  should  be  issued  if  the  company  had  money 
lying  idle. 

What  has  been  said  above  as  to  Reserve  Funds  applies  to 
all  undistributed  profit,  whether  allocated  to  a  Reserve 
Fund  or  not.  It  is  not  usual — or  practicable— to  distribute 
the  whole  profit  earned  in  a  year,  and  the  amount  left 
undistributed  or  not  otherwise  allocated  is  carried  forward 
and  stands  to  the  credit  of  Profit  and  Loss  Account.  Com- 
mercially this  is  an  accretion  to  capital.  Notice  that  in  a 
Balance  Sheet  you  see  ''Reserve  Fund"  and  "Profit  and 
Loss  Account,"  though  these  are  but  different  portions  of  the 
same  thing. 

A  word  as  to  what  are  known  as  '*  Secret  Reserves." 
Such  a  reserve  may  be  formed  by  undervaluing  assets,  and 
is  brought  into  play  by  increasing  them  at  some  particular 
stocktaking  to  theur  proper  value.  To  some  extent  this  is 
done  in  every  company.  A  Balance  Sheet  consists  of 
estimates,  and  these  estimates  are  coloured  by  the  personal 
bias  of  the  individual  or  individuals  responsible  for  them. 
But  the  variations  need  not  be  outside  certain  narrow  limits, 
nor  need  they  coincide  with  the  fancied  wishes  or  interests 
of  the  shareholders.  The  directors  may  wish  for  a  good 
year  on  the  very  occasion  on  which  the  person  responsible 
for  the  value  of  the  stock  has  liver  complaint,  and  so  takes  a 
gloomy  view  of  everything.  This  is  one  of  the  unavoidable 
incidents  of  taking  a  yearly  account.  But  a  secret  reserve 
is  different,  in  that  it  is  deliberate.  The  practice  is,  I 
believe  and  hope,  confined  to  institutions  which  depend  on 
public  credit— where  to  show  a  loss  would  perhaps  involve 
a  stoppage.  It  may  be  justifiable  in  such  cases  to  provide 
-^orainst  this— indeed,  there  can  be  no  objection  to  it  where 


the  necessary  power  is  taken  in  the  articles  and  where  the 
necessary  reservation  is  expressed  on  the  Balance  Sheet. 
But  in  the  absence  of  such  precautions  it  is  a  dangerous 
practice,  being,  in  such  circumstances,  an  application  of  the 
evil  principle  that  *•  the  end  justifies  the  means*' — ^it  is  a  case 
of  "doing  evil  that  good  may  come." 

The  different  meanings  of  the  word  "capital"  make  it 
very  difficult  to  compare  the  rate  of  profit  of  one  business 
with  that  of  another.  In  private  concerns  the  profit  is 
generally  expressed,  not  as  a  percentage  on  the  capital,  but 
as  so  much  money.  "  Last  year,"  says  a  manufacturer,  "  I 
made  /5,oco  "—or  whatever  the  amount  may  be.  If  he  adds 
that  that  is  20  per  cent,  on  his  capital,  you  are  entitled  to 
assume  that  his  capital  is  ;^25,ooo.  But  what  yon  do  not 
know  is  whether  the  /5,ooo  is  arrived  at  after  charging  the 
4  per  cent,  or  5  per  cent,  usually,  in  private  concerns,  debited 
to  Profit  and  Loss  Account  and  credited  to  Capital  Account 
before  the  net  profit  is  arrived  at.  Some  people,  too.  haxe  a 
way  of  drawing  out  so  much  weekly  or  monthly  from  their 
business,  calling  this  their  wages  or  salary,  and  considering 
their  profit  as  the  amount  earned  after  this  charge  is  made. 
It  is  only  when  you  have  found  out  that  the  manufacturer 
has  made  no  charge  for  salary  or  interest  that  you  can  be 
sure  that  the  real  profit  is  £5,060.  Had  these  items  been, 
debited  before  striking  the  balance  the  real  amount  would 
be  greater,  and  the  percentage  to  capital  higher.  Suppose, 
however,  that  you  have  satisfied  yourselves  that  £5,000  is 
the  total  net  profit,  and  ;^25,ooo  the  real  capital,  you  still 
cannot  say,  without  further  inquiry,  that  the  business  is 
earning  20  per  cent.  It  is,  for  instance,  a  frequent  occurence 
for  a  son  to  succeed  to  his  father's  business  without  succeed- 
ing to  the  whole  of  the  father's  capital.  What  was  once 
legally  capital  changes  to  a  liability ;  it  becomes  a  loan  to 
the  business  at  a  fixed  rate  of  interest,  and  the  only  legal 
capital  is  the  sum — probably  small — which  the  son  may  have 
to  his  credit.  But  he  takes  all  the  profit,  and  this,  in  the 
early  stages  of  his  ownership,  may  easily  represent  an 
extravagant  rate  of  interest  on  his  capital.  But  the  com- 
mercial capital — the  amount  a  purchaser  of  the  business 
would  have  to  put  in— is  the  amount  due  to  the  executors  as 
well  as  the  proprietor's  own  capital,  and  on  this  amount  the 
total  profit  and  interest  on  loan  would  represent  a  much  more 
moderate  rate  of  interest. 

There  are  other  complications,  and  indeed  the  answer  to  the 
question :  "  What  is  the  amount  of  the  profit  ?  "  or  "  What 
is  the  rate  of  profit  to  the  capital  ?  "  depends  on*  the  further 
question:  "For  what  purpose  do  you  wish  to  know?** 
Such  a  purpose  nearly  always  has  reference  to  the  future, 
and  the  real  question  is  generally  this:  "  Assuming  the  trade 
"  to  remain  as  in  the  past,  what  will  be  the  profit  (or  the  rate 
"  of  profit)  assuming  such  and  such  capital  arrangements  ?  " 

In  the  case  of  companies,  the  question  of  the  rate  of 
interest  earned  is  also  obscured.    You  may  have  noticed,  as 
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bearing  on  this  point,  that  in  the  case  of  private  concerns 
the  Profit  and  Loss  Account  generally  contains  an  item  on 
the  debit  side  for  interest  on  capital  (generally  5  per  cent.) 
before  the  profit  is  struck,  while  in  companies'  accounts  no 
such  provision  is  made.  The  theory  as  to  private  concerns 
is  that  the  proprietor  cannot  be  said  to  begin  to  earn  profit 
till  he  has  earned  5  per  cent,  on  his  capital,  for  the  reason 
that  he  could  have  made  5  per  cent,  by  ordinary  investment, 
without  the  risk  and  trouble  of  going  into  business.  Probably 
he  could  not  to-day  make  5  per  cent,  from  investments,  but 
that  is  the  theory  underlying  the  practice.  But  this  does  not 
apply  to  companies.  There  the  shareholder  is  a  mere  investor, 
with  no  necessary  connection  with  the  business  he  partly 
owns  other  than  as  a  shareholder,  and  the  only  way  to 
estimate  the  return  on  his  money  is  as  a  rate  of  interest  on 
the  par  value  of  his  shares. 

If  there  are  two  companies,  the  A  Company  with  a  paid-up 
capital  of  ;^6o,ooo,  but  with  no  Reserve  Fund,  and  the  B 
Company  with  a  paid-up  capital  of  ;^50,ooo,  and  with  a 
Reserve  Fund  of  ^25,000,  then  the  trading  capital  of  the  A 
Company  is  ;^6o,ooo,  and  that  of  the  B  Company  /75,ooo.  If 
each  earns  a  profit  of  /6,ooo,  the  A  Company  has  earned  10 
per  cent,  on  its  real  capital,  while  the  B  Company  has  earned 
only  8  per  cent.  Dividend  is  paid,  however,  not  on  the 
virtual  or  trading  capital,  but  on  the  legal  paid-up  capital. 
The  A  Company,  therefore,  would  have  tD  pay  dividend  on 
the  full  amount  of  the  capital  (/6o,ooo)  and  would  therefore 
pay  to  per  cent. ;  while  the  B  Company,  having  to  pay 
dividend  on  ^50,000  only,  would  pay  12  per  cent.  Do  not 
snppose  from  this  illustration  that  a  Reserve  Fund  is  a 
hindrance.  It  is  a  great  help.  If  you  want  to  get  something 
for  nothing  it  is  not  in  the  business  world  that  you  should 
look  for  it ;  yet  you  get  some  distant  approach  to  it  in  the 
case  of  a  Reserve  Fund,  for,  in  a  sense,  the  company  which 
possesses  one  has  the  use  of  the  capital  represented  by  the 
fund  for  nothing. 

Another  circumstance  tending  to  complicate  the  com- 
parison between  two  companies  of  the  rate  of  interest 
earned  is  that  some  companies  have  only  one  class  of  shares, 
while  others  have  two  or  more  classes.  Take  two  companies, 
each  with  a  capital  of  /loo.ooo,  and  each  having  earned 
^10,000  in  a  year.  The  A  Company  has  only  one  class  of 
shares — ordinary — and  on  this  it  pays  10  per  cent.  The  B 
Company  has  ^50,000  in  5  per  cent,  preference  shares,  and 
£50,000  in  ordinary  shares.  To  pay  the  dividend  on  the 
preference  shares  takes  ;f  2,500,  leaving  /7,50o  to  pay  the 
ordinary  dividend,  or  15  per  cent.  As  commercial  concerns, 
the  two  companies  are  equal,  but  the  A  Company's  ordinary 
shares  pay  10  per  cent,  and  the  B  Company's  15  per  cent. 

In  addition  to  preference  shares  there  may  be  debentures. 
In  a  winding-up  debenture-holders]  come  first  and  share- 
holders last,  with  the  ordinary  creditors  between    them. 


Commercially,  however,  debenture-holders  and  shareholders 
are  one.  The  two  together  (where  both  exist)  contribute 
the  capital  of  the  concern.  One  company  may  raise  all  its 
capital  in  shares  and  another  partly  in  debentures  and 
partly  in  shares.  For  trading  purposes  it  does  not  matter 
which  method  is  adopted,  so  long,  that  is,  as  the  company 
is  a  live  concern.  If  it  begins  to  go  downhill  the  difference 
soon  becomes  apparent.  But  in  a  going  concern  the  capital 
is  fixed  in  either  case ;  whether  or  not  part  of  it  be  in 
debentures  makes  no  difierence. 

In  a  private  concern  the  mortgage  (if  any)  plays  the  part 
which  the  debenture  plays  in  a  company.  One  man  may 
have  his  premises  mortgaged,  another  may  not.  Apparent 
differences  in  the  amount  and  rate  of  profit  may  thus  be  due, 
not  to  the  essential  nature  of  the  concern,  but  to  the 
particular  financial  arrangements  of  the  partners. 

Even  in  its  legal  sense  as  applied  to  companies  the  word 
*<  capital"  has  several  meanings.  In  referring  to  the  legal 
capital  of  a  company  I  have  had  in  my  mind  the  "  paid  up 
capital  "—the  actual  amount  paid  on  shares  issued.  But  if 
the  shares  are  not  fully  paid  up,  the  amount  of  the  '*  issued 
capital"  would  be  greater.  Suppose  there  were  70,000 
£1  shares  issued,  on  which  los.  per  share  had  been  called 
up:  the  "issued  capital"  would  be  /7o,ooo,  and  the 
"paid  up  capital"  ;f 35.000.  Then  there  is  "registered 
capital  *' — the  amount  stated  in  the  memorandum  of 
ifesociation.  To  register  a  company  with  a  certain  amount 
of  capital  only  means  that  you  have  paid  such  an  amount 
df  duty  as  will  enable  you  to  issue  a  specified  number  of 
shares,  if  you  care  to  do  so  and  are  able  to  do  so.  The 
amount  is  of  no  commercial  importance,  because  if  you 
want  to  increase  it  you  can  do  so  by  paying  the  duty  and 
taking  the  necessary  formal  steps.  If  you  take  out  half-a- 
dozen  dog  licences  you  may  not  keep  more  than  six  dogs, 
but  you  may  keep  a  smaller  number  if  you  choose.  So  with 
"  registered  capital.*'  Of  course,  where  a  company  has 
issued  all  the  shares  it  has  paid  duty  on,  and  where  the 
shares  are  fully  paid  up.  registered,  issued,  and  paid-up 
capital  are  identical  in  amount. 

We  are  all  familiar  with  the  "  one-man  company,"  or  the 
two-or-three  man  company — the  private  enterprise  which 
for  some  reason  is  carried  on  through  the  medium  of  a 
limited  company.  While  the  original  ownership  continues 
the  business  is  for  all  practical  purposes  an  ordinary  private 
undertaking.  The  Companies  Acts  cannot  be  ignored  by 
such  concerns,  but  their  effect  is  hardly  felt.  Their  effect  is, 
however,  felt  when  the  original  owner  (or  one  of  them,  if 
there  are  more  than  one)  retires  or  dies.  I  believe  that  for 
a  private  business  to  be  carried  on  under  the  Companies 
Acts  is  on  the  whole  a  very  good  thing  for  the  persons  con- 
cerned, assuming,  of  course,  that  the  thing  is  honestly  done, 
and  that  the  Acts  are  not  adopted  to  evade  payment  of 
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liabilities.  It  fixes  the  capital  in  the  business  and  thus 
makes  for  stability ;  it  allows  of  the  assumption  into  the 
management  of  persons  who  are  practically  junior  partners 
but  who  would  never  be  admitted  as  partners ;  and  if  the 
shares  can  hardly  be  said  to  be  marketable,  at  least  they  are 
not  so  hopelessly  unsaleable  as  a  share  in  a  partnership  is. 
Moreover,  a  certain  glamour  still  surrounds  the  idea  of  a 
company — it  has  the  charm  ai  once  of  the  high-sounding 
and  of  the  unknown.  And  the  time  of  change  affords  an 
excellent  opportunity  for  a  kind  of  financial  confirmation. 
Much-needed  changes  cm  be  made.  Sometimes  indeed  the 
"  old  man  can  be  put  off"  and  the  new  man  put  on  "  in  too 
literal  a  sense— the  opportunity  can  be  taken  to  dismiss 
servants  who  are  getting  past  their  work  and  to  engage 
younger  men. 

Whether  two  men  who  desire  to  associate  themselves  in 
bunness  do  so  under  a  partnership  or  a  company  makes  one 
difference  not  generally  recognised.  Partnership  is  a 
personal  relation.  The  life  of  a  partnership  is  the  life  of 
the  partners — if  one  die  the  partnership  is  at  an  end,  and 
therefore,  of  course,  the  sharing  of  profit,  except  in  so  far 
as  a  sum  equal  to  a  year  or  two's  purchase  may  be  paid  for 
goodwill.  If,  however,  two  men  make  a  company  of  it 
instead  of  a  partnership,  then,  instead  of  the  relationship 
being  a  personal  one,  they  have,  strictly  speaking,  no 
relationship  at  all.  They  are  both  shareholders  in  a  company, 
and  the  company  in  which  they  have  shares  is  a  legal  entity, 
with  an  existence  independent  of  individual  shareholders. 
What  is  called  profit  in  a  partnership  becomes  dividend  in  a 
company,  going,  not  to  a  particular  person,  but  to  the 
holder  for  the  time  being  of  particular  shares.  The  share- 
holder may  die,  but  the  claim  of  the  shares  goes  on  for 
ever.  In  effect,  therefore,  the  surviving  "  partner-share- 
h  }lder  "  (to  coin  a  word)  while  he  is  relieved  of  the  necessity 
of  paying  out  his  partner's  capital,  is  burdened  with  the 
obligation  to  go  on  paying  that  partner's  share  of  profit.  In 
practice  this  is  not  such  a  burden  as  it  looks,  for  partnership 
arrangements  under  the  Companies  Acts  generally  provide 
that  part  of  the  profit  is  divided  as  salary  to  the  partners  in 
their  capacity  of  directors,  and  the  salary  of  a  director 
ceases,  of  course,  on  his  death.  If  the  burden  of  dividend 
on  the  deceased  partner's  capital  is  even  then  too  onerous 
there  is  generally  some  way  in  which,  by  a  judicious  use  of 
voting  power,  the  burden  can  be  lightened. 

The  wholesale  transfer  of  business  concerns  to  private 
limited  companies  is,  however,  as  yet  too  recent  for  the  full 
effects  of  the  system  to  be  known.  There  has  not  been  time 
for  the  great  bulk  of  them  to  work  themselves  out  to  a 
conclusion. 

But  where  do  they  conclude  ?    I  wonder  whether  any  of 

you  have  been  struck  by  the  general  inconclusiveness  of 

"•siness  ?      We  accountants  toil — not  unrequited — at   the 


accounts  of  the  c Dm mercial  cDmmunity,  bat  we  seldom  see 
the  end  of  our  work.  When  we  do  see  the  end,  it  is  often 
far  from  being  in  accordance  with  our  carefully  prepared 
accounts.  Commercial  life  under  to-day's  conditions  has  no 
counterpart  in  the  past.  It  is  a  product  of  the  nineteenth 
century :  one  may  say  of  the  last  half— almost  the  last 
quarter — of  the  century.  We  know  not  whither  we  are 
travelling.  Two  features  stand  out  in  my  mind  as  charac- 
teristic of  the  time.  One  is  that  the  keeping  of  accurate 
accounts  is  one  of  the  conditions  of  commercial  success,  or. 
indeed,  of  commercial  existence.  Not  that  everyone  need 
keep  accurate  accounts.  The  prime  necessity  of  accounts  is 
to  ascertain  a  remunerative  selling  price,  and  if  nine  people 
out  of  ten  in  a  trade  keep  such  accounts  it  is  they  who,  in 
the  long  run,  make  the  market  price,  of  which  the  tenth  can 
take  advantage.  The  other  feature  is  apparently  in  direct 
opposition  to  this.  It  is  that  now — ^as  always — what  people 
want  is  income,  and  that  neither  capital  nor  profit — certified 
or  otherwise — matter  to  a  man  so  long  as  he  can  lay  his 
hands  from  day  to  day,  from  year  to  year,  on  the  varioas 
commodities  which  he  desires.  The  world,  in  fact,  lives  not 
on  capital  but  on  income.  Capital  is  but  a  means  to  an  end. 
The  nation  produces  or  acquires  so  much  wealth  in  each 
year;  economists  know  it  as  the  ''National  Dividend." 
Give  me  a  definite  portion  of  this  dividend  each  year,  and 
give  me  the  right  to  nominate  someone  to  continue  to 
receive  it  at  my  death,  and  you  may  call  my  capital  what 
you  will. 


Aancbeater  Cbartered  accountants 
Sttt&cnt6'  Society. 


The  twenty-fourth  annual  general  meeting  was  held  on 
Monday,  the  13th  May,  at  60  Spring  Gardens,  Manchester, 
the  President,  Mr.  Frank  Halsall,  A.C.A.,  in  the  chair. 

The  minutes  of  the  annual  general  meeting  held  on  the 
14th  May  1906  were  read,  and  declared  to  be  correctly 
recorded. 

Report  and  Accounts. 

Your  Committee  have  pleasure  in  submitting  their  Report 
for  the  twenty-fourth  year  of  the  Society's  existence, 
ended  31st  March  1907. 

The  aggregate  membership  is  now  371 — viz..  28  honorary 
and  343  ordinary  members — as  against  351  at  the  date  of 
the  last  annual  report,  showing  an  increase  of  20.  The 
variation  is  shown  as  follows  :  — 


Membership  at  31st  March  1906 
Admissions  during  year 


Hon. 

Ordinary 

28 

323 

I 

65 

29     388 
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Hon. 
0 

Ordinary 

21 

2 

I 

0 

0 

22 

~^ 

—         I 

28 

45 
343 

Less : 

Resignations 

Transferred  to  other  Societies 

Deaths  

Members  struck  oflf  in  accord- 
ance with  Rule  8  . . 

Membership  at  31st  March  1907 


During  the  year  there  have  been  held  seven  ordin^iy 
meetings,  viz. : — 

1906. 
Oct      1. — Social  Evening. 
Nov.    5, — President's  Address. 

„      19. — Mock  Creditors'  Meeting. 
Dec.     3.— Joint  Meeting  with  Senior  Society.    Lecture: 
"The  Oiticism  of  Accounts."    By  Mr.  W.  R. 
Hamilton,  F.C.A.,  Nottingham. 
1907. 
Feb.     4. — Lecture:    "Cost    Accounts    for    Small   Manu- 
facturers."    By  Mr.  M.  Webster  Jenkinson, 
A.C.A.,  Sheffield. 

„     i8.— Lecture:   "The  Duties  of  an  Arbitrator."     By 
Mr.  Gordon  He  wart,  M.A.,  Barrister-at-Law. 
^lar.    4. — Informal  Discussion.     Short  Papers.     By  Mr. 
J.  A.  Porter  and  Mr.  H.  J.  Lunt. 

Your  Committee  take  this  opportunity  of  placing  on 
record  the  obligation  which  they  are  under  to  those  gentle- 
men who  have  read  papers  or  opened  discussions  during 
the  year,  and  also  to  those  who  have  presented  books  and 
pamphlets  to  the  Library. 

The  following  are  the  details  of  the  attendances,  &c.,  at 
the  various  classes  :  — 

Partnership  and  Executorship  Class. — Lecturer :  Mr. 
W.  B.  Phillips,  A.C.A.  Spring,  1906 :  Number  of  members, 
46 ;  average  attendance,  29 ;  number  of  meetings  held,  6. 

Result  of  Examination:  — 

First  PriMe.  I  Second  Priu. 

W.  S.  Berry.  |  P.  S.  Barton. 

(Prizes  given  by  the  President.) 

Special  Prize  for  working  a  set  of  Executorship 
Accounts: — 

P.  S.  Barton  (Prize  given  by  the  Lecturer). 

Bookkeeping  Class. — Lecturer:  Mr.  F.  Powler,  A.C.A. 
Autumn,  1906 :  Number  of  members,  57 ;  average  attend- 
ance, 37 ;  number  of  meetings  held,  6. 

Result  of  Examination  :  — 

First  Prize.  I  Second  Prize. 

Noel  G.  Ward.  |  G.  P.  Taylor.  Junr. 

(Prizes  given  by  the  President.) 


Examination  Preparation  Class. — Spring,  1906.  Lecturers : 
Mr.  R.  N.  Carter,  F.C.A.,  and  Mr.  H.  S.  Ferguson, 
A.C.A.  Number  of  members,  46 ;  average  attendance.  29 ; 
number  of  meetings  held,  6.  Autumn,  1906.  Lecturer: 
Mr.  H.  S.  Ferguson,  A.C.A.  Number  of  numbers,  39; 
average  attendance,  23 ;  number  of  meetings  held,  4. 

The -following  members  were  successful  at  the  Institute 
Examinations :  — 

Intermbdiatb. 


May  1906. 
Plant,  W.,  7th  (bracketed) 
Bealey,  C.  L. 
Burton,  G. 
Crossley,  B. 
Harrop,  G.  H. 
Haslam,  P.  T. 
Lever,  J.  R. 
Nixon,  W.  A. 
Taylor,  H. 
Tongue,  C.  E. 


Final. 


May  1906. 
Beard,  A. 
BeardsaU,  A.  A. 
Chamley,  W.  R. 
Elder,  G. 
Haughton.  W.  K. 
Porter,  J.  A. 
Tootill,  S. 
WUcock,  B.  W. 


November  1906. 
Buckley,  J. 
Fischer,  T. 
Moorhouse,  H. 
Parr,  L.  O.  S. 
Smethurst,  R.  R. 
Taylor,  R.  G. 


November  1906. 
Aldred,  t.  W. 
Baron,  H.  H. 
Barton,  P.  S. 
Bayley,  H.  A.  L. 
Binns,  L.  E. 
Bromiley,  H. 
Dean,  R. 
Disley,  H.  R. 
Griffin,  T. 
Halliday,  D.  D. 
Jones,  6.  E. 
Kirkham,  F. 
Lindley,  A. 
Smith,  J.  P. 
Snape,  J.  A. 
Young,  J.  E.; 


At  the  Accounting  Classes  held  at  the  University,  Mr. 
W.  B.  Hickman  was  placed  first  in  the  first  class  in  the 
third  course,  and  has  been  awarded  the  Society's  prize. 

The  Committee  have  to  record  with  the  deepest  regret 
the  death  during  the  year  of  Mr.  Adam  Murray,  F.C.A. 
Mr.  Murray  took  a  great  and  kindly  interest  in  the  welfare 
of  the  Society  from  its  inception,  and  has  rendered  it 
assistance  on  many  occasions.  At  the  annual  meeting  the 
following  resolution  will  be  proposed : — "That  as  a  tribute 
"to  the  memory  of  the  late  Mr.  Adam  Murray,  and  in 
"recognition  of  the  services  rendered  by  him  in  the 
"  foundation  of  the  Society,  the  prize  offered  each  half-year 
"to  the  student  who  gains  the  first  place  in  tihe  Final 
"Examination  of  the  Institute  shall  be  called  The  Adam 
"Murray  Prize,"  this  title  to  be  retrospective. 

The  Committee  acknowledge  with  grateful  thanks  a 
donation  from  Mr.  William  Ashworth,  F.C.A.,  of 
;^io  los.  od.,  to  be  transferred  to  the  Prize  Fund  at  the 
rate  of  £2  2s.  od.  per  annum  for  five  years. 

The  Accountants*  Journal  continues  to  be  used  to  record 
the  transactions  of  the  Society. 

Your  Committee  have  co-operated  with  the  Union  of 
Chartered  Accountant  Student  Societies  in  endeavouring 
to  obtain   increased    grants    for    the   smaller   Students' 
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Societies  (particularly  for  the  purpose  of  establishing 
Branch  Libraries),  but  they  regret  that,  so  far,  the  Union 
has  not  been  successful.  They  acknowledge  with  gratitude 
the  material  assistance  afiorded  by  the  present  grants. 
The  Society  has  not  this  year  taken  part  in  the  joint 
debates  arranged  under  the  auspices  of  the  Union. 

Your  Committee   have  held   nine   meetings   during   the 

year,  at  which  there  has  been  an  average  attendance  of 

seven  members,  viz.  :  — 

Mr.  II.  S.  Ferguson,  A.C.A.  (Chairman),  7 

Mr.  J.  Bell.  A.C.A 

„    A.  S.  Brewis.  F.C.A. 
«  *G.  E.  Baskerville,  A.C.A. 
»    I.  H.  Brown,  A.C.A 
,    K.  N.  Carter,  F.C.A. 
„    Jno.  Hamer,  A.C.A. 
„    W.  B.  Phillips,  A.C.A.    .. 
„    H.  J.  Lunt,  A.C.A. 
„    J.  H.  Stagg,  A.C.A. 


Mr.  H.  Ashworth,  A.C.A. 
.    J.  A.  Porter,  A.C.A. .. 
»    A.  F.  Rountree.  A.C.A. 
,    R.  Dryden.  A.C.A.    .. 
.    A.  R.  Webb 


.    J.  VV.  Womersley,  A.C.A.  . .  7 

V    H.  S.  Lysons 2 

,  nv.  T.  Bell,  A.C.A o 

.    A.  Wood,  A.C.A o 

*  Resigned  March  1907.  +  Elected  March  1907. 

Your  Committee  have  to  announce  with  regret  the 
resignation  from  office  of  Mr.  J.  W.  Womersley,  A.C.A., 
who  has  occupied  the  position  of  Hon.  Secretary  for  the 


last  year,  and  also  of  Mr.  J.  H.  Stagg,  as  Hon.  Lribraiiaa, 
a  position  be  has  occupied  for  several  years.  In  their 
places  have  been  appointed  Mr.  W.  T.  Bell,  A.C.A.,  as 
Hon.  Secretary,  and  Mr.  Joseph  Bell,  A.C.A.,  as  Hon. 
Librarian. 

From  the  Revenue  Account  herewith,  duly  audited,  it 
will  be  seen  that  there  is  an  excess  of  Income  over  Expendi- 
ture for  the  year  ended  March  31st  1907  of  £27  7s.  6d. 

The  Report  of  the  Librarian  is  appended. 

The  members  of  the  Committee  who  retire  by  rotation 
are  Messrs.  R.  N.  Carter,  F.C.A.,  J.  H.  Brown,  A.C.A., 
R.  Dryden,  A.C.A.,  J.  Hamer,  A.C.A..  W.  B.  PhiUips, 
A.C.A.,  and  A.  R.  Webb  (all  of  whom  are  eligible  for 
election). 

On  behalf  of  the  Committee, 

H.  S.  Ferguson,  A.C.A., 
CAatrmam. 
24/ A  April  1907. 


Dr. 


Revenue  Account  for  the  year  ended  30th  March  1907. 


Exptnditure 


To  Rent  of  Room         

»    Printing  and  Stationery 

w    Grant  to  Registrar  ol  Library 

m    Miscellaneous  Expenses  

»    Lecturers'  Fees  and  Expenses  of  Classes  . . 
»    Expenses  of  Meetings  : — 

Annual  Meeting 

Social  Evening 

V    Subscriptions  to  "  Accountants'  Journal  " 

H    Subscription  to  "  Union  of  Students'  Societies ' 

«    Depreciation  on  Library  Books 

»    Insurance  on  Library  books 

H    Surplus  of  Income  over  Expenditure 


£  s  d 
30    o    o 

17  17  II 

10  10  o 
14  2  3 
44    a  " 


I  17 
12  « 
60    7 

815 
20    8 

o  II 
27    7 


Income 
By  Subscriptions  :— 

Honorary  Members 

Ordinary  »  

„    Entrance  Fees \  t^  " 

,    Estimated  Amount  of  Foundation  Grant  earned  from 

Institute £51  10    o 

Less  Excess  estimated  last  year  . .        . .         3  10    o 


£248    9    4  I 


I 


Bank  Interest  (less  Commission) 
Fines  


Cr. 


£    s    d 

26    5    c 

164    6    0 

776 


48    o   0 

0  I^     0 

1  It  13 


CMii    9    4 


Dr. 


Prize  Fund  Account  for  the  year  ending  March  30th  1907. 


Expenditure 


To  Amount  granted  by  the  Commiilet  to  March  sist  1906    . . 

»    President's  Prizes,  1905-6,  awarded  since  last  Report,  viz. : 

W.  S.  Berry 110 

P.  S.  Barton o  10    6 


A  mounts  granted  this  year,  xnz.  : 
Owen's  College  Lectures : 
W.  B.  Hickman 

Students'  Society  Classes : 

N.G.Ward 

G.  P.  Taylor,  Jun 

P.  S.  Barton 


Balance : 

President's  Prizes  (part  una  warded  pend< 
ing  the  result  of  the  Partnership  and 
Executorship  Class  Examination,  shortly 
to  be  held)       

Part  Donation  unawarded 


o  10    6 
o  10    6 


-  ?\ 
1  II 
I  II 


£    s   d 


o  10    6 


330 
£280    6    o 


Income 

By  Donations  received  to  s^st  March  1906  

,    Amounts  transferred  from  Revenue  Account  to  31$/  March 

1906  

«    Donations  received  this  year: 

W.  Ashworth,  F.C.A.  (first  of  Five  Annual 

Instalments) aao 

Frank  Halsall,  A.C.A 3    3© 

W.  B.  PhUlips,  A.C.A o  10    6 


Cr. 


£    s 
205  15 

68  13 


£3S0    0    0 
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Balance  Sheet  at  30th  March  1907. 


Liabilities 

Sundry  Creditors         

Subscriptions  paid  in  advance        

Prize  Fund — Balance  unawarded 

Prize  Fund— Donation  from  Mr.  VV.  Ashworth, 
Five  Annual  Instalments  of  £2  2s.  each 
Less  Amount  carried  to  Prize  Fund  this  year 


£    s  d 


£    s 

137  13 

3  18 

3    3 


Surplus,  viz : — 
Library  Fund  Donations,  as  per  last  Account      48    7    o 
Add—Balance  at  Credit  0/  Revenue  Account, 
31s/  March  1906 150    7    2 


Add— Surplus    of  Income  over  Expenditure 
for  the  year  ended  31$/  March  1907  . . 


198  14    2 
27    7    6 


226 


£379    4    5 


£    s    d 


Books  in  Library,  as  per  last  Account 
Add  Books  purchased  during  the  year 


Less  20  per  cent.  Depreciation 


Less  Cash  received  under  Library  New  Rule. . 

(The  value  of  Books,  &c.,  which  have  from 
time  to  time  been  presenteid  to  the  Library 
is  not  included  in  the  above  amount.) 


83    6    6 
18  15    o 

102    I    6 
20    8    4 

81  13    2 
442 


Balance  at  Bank 

Cash  in  hands  of  Librarian   . . 

Estimated    Amount    of    Foundation 

Institute  

Subscriptions  in  arrear 


Grant    earned   from 


77    9    o 


51  10 
25  14 


£379    4    5 


Manchester,  6th  May  1907. 


H.  J.  LuNT,  A.C.A.,  Hon.  Treasurer. 
Audited  and  found  correct, 

H.  LONGRIGG,  A.C.A. 

J.  M.  Lees,  A.C.A. 


Librarian's  Report 


To  the  Committee  of  the  Manchester  Chartered  Accountants 
Students*  Society. 

The  number  of  books  issued  from  the  Library  during 
th»  year  ending  31st  March  1907  is  as  follows:  — 
Section  A.     Accounts,   Auditing  and  Book- 
keeping  1,049 

B.  Executorship,  Partnership,  &c.      756 

C.  Arbitrations,  Bankruptcy,  &c. . .       671 

D.  Law,  Mercantile  and  General  ..       402 

E.  Examination     Guides,     Trans- 

actions, &c.      . .         . ,         . .       249 

F.  Miscellaneous  Subjects  . .        39 

3.166 

This  being  a  decrease  of  311  books  issued  as  compared 
with  the  previous  year.  It  is  difficult  to  account  for  the 
falling  off  in  the  number  of  books  issued  during  recent 
years,  but  the  comparative  absence  of  suggestions  leads 
one  to  presume  that  the  Library  still  entirely  supplies  the 
needs  of  the  students. 

Your  Librarian  desires  to  acknowledge  the  valuable 
services  of  Mr.  Beckett,  in  connection  with  the  management 
of  the  Library. 

Joseph  Bell, 

Hon*  Librarian. 
24M  April  1907. 


HcviewB. 


*Our  Sons:  Their  Start  in  Ufe." 


Reprinted  from  The  Guardian,  5  Burleigh   Street,  Strand, 
W.C.     Price  is. 

This  small  volume  contains  much  interesting  information 
with  regard  to  the  education  and  the  finding  of  a 
future  career  for  boys,  to  which  are  added  two  articles  on 
professions  and  occupations  for  women.  The  outlook  covered 
is  sufficiently  exhaustive,  and,  if  we  may  judge  of  the  whole 
from  that  portion  which  deals  with  accountancy,  the  work 
would  appear  to  have  been  carefully  compiled  and  very 
fairly  put  together.  It  deals  with  the  subject  in  outline 
only,  and  further  particulars  should  be  obtained  and 
studied  in  each  case  before  arriving  at  any  definite 
conclusion.  Much  time  may,  however,  be  saved  by  such  a 
preliminary  survey  of  the  giound  as  that  which  is  here 
comprised. 


Tlie  Accountancy  of  investment. 


By  Chas.  Ezra  Sprague,  A.M.,  Ph.D.,  C.P.A. 


New  York,  1906.     3rd  Edition. 

This  volume  embraces  the  substance  of  certain  lectures 
delivered  by  Professor  Sprague  at  the  New  York  University 
School  of  Commerce,  Accounts,  and  Finance,  which  have 
now  been  re-arranged  in  the  form  of  a  text-book.  Useful 
information  is  included  on  Interest,   Discount,  Annuitie.*' 
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Sinking  Funds,  and  Amortisation  and  Valuation  of  Bonds, 
and  an  important  feature  of  the  author's  treatment  of  the 
subject  is  that  he  does  not  make  any  very  exacting  demands 
upon  the  mathematical  knowledge  of  the  reader.  The 
pronounced  Americanism  of  the  spelling  will  probably  detract 
somewhat  from  the  popularity  of  the  work  in  this  country, 
but,  for  all  that,  it  appears  to  be  well  worthy  of  a  careful  study. 
Some  useful  compound  interest  tables,  at  rates  varying  from 
i  per  cent,  to  6  per  cent,  are  appended,  which  add  consider- 
ably to  the  value  of  the  volume.  These  are  worked  out 
to  eight  places  of  decimals,  which,  while  doubtless  necessary 
with  the  dollar  unit,  is  wholly  uncalled  for  when  dealing 
with  calculations  in  sterling  under  all  normal  circumstances. 


Loose-leaf  Books  and  Systems. 


By  F.  W,  Risque. 


St.  Louis,  1907:  R.  P.  Studley  &  Co. 

Price  i2s.  6d. 

[This  work  may  be  obtained  in  England  from   Messrs. 

Gee  &  Co.,  34  Moorgate  Street,  London,  E.C.] 

Comprised  in  this  volume  will  be  found  much  that  is  of 
interest  and  of  value  explaining  the  application  of  the  Loose- 
leaf  System  to  books  of  account  and  business  systems 
generally.  The  explanation  is  illustrated  by  numerous  forms, 
many  of  which  are  prepared  full  size  upon  folding  sheets, 
thus  greatly  facilitating  their  comprehension.  In  some 
respects  the  work  resembles  a  manufacturing  stationer's 
catalogue,  rather  than  an  ordinary  text-book,  but  we  do  not 
think  that  objection  can  well  be  taken  to  it  upon  that  ground, 
as  the  similarity  arises  entirely  from  the  abundance  of 
illustrations,  which  materially  enhance  the  clearness  of  the 
volume. 


Meetings  for  tbe  ensuing  TIQleeft« 


Monday — Institute  of  Chartered  Accountants. — Inter- 
mediate Examination,  commencing  at  10.30  a.m. 

Tuesday — Institute  of  Chartered  Accountants. — Inter- 
mediate Examination,  commencing  at  10.30  a.m. ; 
General  Purposes  Committee,  at  3  p.m. 

Wedtiesday,  and  Thursday  —  Institute  of  Chartered 
Accountants.— Final  Examination,  commencing  each 
day  at  10.30  a.m. 

Friday — Institute  of  Chartered  Accountants. — Final 
Examination,  commencing  at  11  a.m. 


personal. 


Messrs.  Sydney-Merritt  &  Co.,  Chartered  Accountants, 
of  Valparaiso,  Iquique,  and  Antofagasta,  Chili,  announce 
that  to  further  facilitate  their  business  they  have  opened  an 
office  in  Santiago,  th&  capital  of  Chili. 

Mr.  John  M.  Burtenshaw,  Chartered  Accountant, 
has  commenced  practice  at  Bush  Lane  House,  Cannon 
Street,  London,  E.C. 

Messrs.  J.  A.  Gardner  &  Co.,  Chartered  Accountants, 
have  removed  their  offices  from  44  Dean  Street  to  Caledonian 
Insurance  Buildings,  Pilgrim  Street,  Newcastle-upon-Tyne. 


failures  and  Xtlls  of  Sale  in  EnglanD 
and  Wales. 


According  to  Kemp*s  Mercantile  Gautte,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  tbe  week  ending  Friday  May  17th  was  190,  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  London  GoMttU, 
109 ;  Deeds  of  Arrangement  registered,  81.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were : 
Bankruptcies.  118;  Deeds  of  Arrangement,  98 —total,  216; 
being  a  decrease  of  26.  The  total  number  of  commercial 
failures  recorded  during  the  20  weeks  of  the  present  year  is 
3,116;  the  total  number  recorded  in  the  corresponding  20 
weeks  of  last  year  was  3,369,  showing  a  decrease  of  253. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday 
May  17th,  was  156.  The  number  in  the  corresponding  week 
of  last  year  was  142,  showing  an  increase  of  14.  The  total 
number  filed  during  the  20  weeks  of  the  present  year  is  3,046 ; 
the  total  number  filed  in  the  corresponding  20  weeks  of 
last  year  was  3,036,  showing  an  increase  of  10. 


Debentare«. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week  ending 
Friday  May  17th  amounted  to  jf757,i75,  by  way  of 
addition  to  ;£'2i3,290,  previously  issued  by  the  same 
companies.     The  amount  registered  in  the  corresponding 
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week  of  last  year  was  ;(3, 188,145,  showing  a  decrease  of 
/2,430,97o.  The  total  amoant  registered  during  the  20 
weeks  oi  the  present  year  is  /34i593.593  (in  addition  to  the 
issues  in  previous  years  by  the  same  companies),  as 
compared  with  ;f  34,966,244  for  the  corresponding  20  weeks 
in  1906,  showing  a  decrease  of  ;^372,65i. 


Dow  to  1^ea^  tbe  balance  Sbeet  of  a 
Commercial  Concern* 


The  paper  by  Mr.  F.  W.  Pixley,  an  eminent  member 
of  the  Institute  of  Chartered  Accountants  in  England 
and  Wales,  entitled  '*  How  to  Read  the  Balance  Sheet  of 
a  Commercial  Concern,"  which  was  read  before  a  Students' 
Society  and  has  since  been  republished,  contains  very 
valuable  suggestions,  says  The  Journal  of  Accountancy ^  N.Y., 
both  as  to  the  interpretation  and  tbe  preparation  of  Balance 
Sheets.  It  aims  to  point  out  those  hidden  weaknesses  in  the 
affairs  of  a  concern  which  a  plausible  Balance  Sheet  may 
conceal,  and  what  supplementary  information  should  be 
sought,  if  possible,  to  expose  these  weak  spots.  The  Balance 
Sheets  and  reports  of  American  concerns  are  probably  more 
open  to  criticism  than  those  of  British  ones  in  this  respect 
of  leaving  information  unsupplied,  and  Mr.  Pixley's  paper 
may  very  profitably  be  perused  by  us. 

While  commending  the  soundness  of  the  author's  views 
and  the  acuteness  of  his  observations,  we  may  venture  to 
call  attention  to  a  few  points  to  which  exception  may  be 
taken  by  the  critical  reader. 

In  treating  the  Dr.  side  (which  most  of  the  world  con- 
siders the  Cr.  side)  of  the  Balance  Sheet,  he  falls  into  the 
old  confusion  between  the  two  uses  of  the  word  * '  capital , ' '  and 
struggles  to  apply  to ' '  Capital  Account, "  or  "  Share  Capital, ' ' 
that  distinction  between  "fixed  capital"  and  "working 
capital "  which  is  only  possible  when  we  take  "  capital  "  in 
the  economic  sense  of  ' '  capital  assets ' '  on  the  other  side  of 
the  Balance  Sheet.  The  "liabilities"  side  of  the  Balance 
Sheet  gives  no  light  whatever  for  classifying  capital  as  to 
its  use  or  nature;  it  merel/  classifies  it  as  to  whether 
borrowed  or  contributed.  After  vainly  trying  to  distribute 
share  capital  between  fixed,  working,  and  circulating  capital 
he  gives  it  up  ;  and  he  might  as  well  have  done  so  before 
wasting  a  large  amount  of  space,  between  pages  12  and  16, 
on  the  bootless  quest. 

Mr.  Pixley  seems  a  little  over-critical  as  to  the  use  of  the 
word  •*  cash,"  which  he  seems  to  consider  exactly  equivalent 
to  "money."  He  severely  condemns  the  inclusion  of  the 
bank  balance  in  "cash,"  and  thinks  that  the  expression 
*<  cash  at  the  bankers  "  should  be  prohibited  by  law.  He 
says,  which  is  very  true,  that  no  banker  could  produce  (he 
means  at  one  time)  money,  or  notes,  or  coin,  to  the  extent 


of  the  balances  claimed  by  the  various  companies  on  his 
books  as  "  cash  at  bankers."  But  the  word  "  cash  "  has  in 
the  best  usage  a  more  extensive  acceptance  than  "  money." 
It  means  all  instruments  of  payment.  And  we  hasten  to 
say  that  this  is  not  an  "Americanism,"  or  what  some  of 
our  British  friends  call  by  the  singular  epithet  *•  ultra- 
transatlantic." 

No  one  is  deceived  by  the  phrase  "cash  in  bank"  or 
' '  cash  at  the  bankers ' '  into  supposing  that  the  banker  has 
the  exact  number  of  sovereigns  or  five-pound  notes  set  aside 
for  each  balance  which  is  due  from  him.  Every  one  of  Mr. 
Pixley's  auditors  knew  that  *'  cash  at  the  bankers  "  did  not 
mean  money. 

In  fact,  it  is  only  by  a  kind  of  corruption  that  "  cash  "  has 
come  to  be  used  for  "  money,"  and  originally  it  had  no  such 
meaning  at  all.  ** La  cassa,"  "la  caisse"  have  never 
acquired  that  meaning  in  Italian  or  French,  and  so  it  is  with 
other  languages  which  have  borrowed  it.  "  The  cash  *'  was 
originally  the  box  or  chest  which  was  charged  with  all 
receipts  and  credited  for  all  payments  made  by  it ;  thence  it 
became  generalised  into  an  expression  for  the  treasury  of  a 
concern,  for  that  department  which  collects  and  liquidates. 

Not  only  in  America,  but  in  Great  Britain,  the  Cash  Book 
always  contains  transactions  not  only  in  money  (the  petty 
cash),  but  in  bank  funds,  and  the  use  of  "cash"  in  the 
wider  sense  has  the  sanction  of  the  best  usage. 

Mr.  Pixley  would  call  a  five-pound  note  of  the  Bank  of 
England,  in  the  till,  "  cash  "  ;  but  a  credit  on  the  books  of 
the  Bank  of  England  would  be  denied  that  name ;  yet  both 
are  promises  of  the  Bank  to  pay  and  nothing  more ;  and  the 
Bank  never  has,  either  in  the  Issue  Department  or  the 
Banking  Department,  at  any  one  time  enough  sovereigns  to 
pay  all  its  notes  or  all  its  current  accounts.  So  that,  by  Mr. 
Pixley's  reasoning,  even  Bank  of  England  notes,  as  well  as 
bank  balances,  should  be  excluded  from  "cash." 

Sir  William  Temple,  writing  in  1672,  said  of  the  Bank  of 
Amsterdam :  "  so  as  this  bank  is  properly  a  general  cash 
where  every  man  lodges  his  own  money," 


Mr.  F.  W.  Pixley  sends  the  following  comment  on  the 
above  article : — 

"The  writer's  statement  as  to  the  origin  of  the  word 
*  cash '  is  no  doubt  correct,  but  I  think  in  England,  at  any 
rate,  the  word  is  understood  as  '  money/  in  fact  I  might  go 
so  far  as  to  say  '  ready  money '  ;  Bank  of  England  notes 
are  certainly  looked  upon  as  actual  cash. 

"  With  reference  to  what  the  writer  says  about  my  falling 
into  the  old  confusion  between  the  use  of  the  word  '  capital,' 
speaking  from  memory,  so  far  from  falling  into  confusion,  I 
explained  in  my  lecture  that  I  did  not  think  the  term  as 
used  in  political  economy  could  be  applied  to  Balance 
Sheets." 
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The  Profession  in  Scotland. 


COURT  OF  SESSION. 


Edinbnr^.— First  DiTision 


Before  the  Lord  Preiident,  and  Lords  Me'Laren, 
Klnnear  and  Pearson. 

May  16. 

The  JnriBdiotion  of  the  Accountant  of  Court 

This  was  a  report  by  the  Acccnintaat  of  Court  made  in 
terms  of  the  Judicial  Factors  Act,  1880,  asking  the  Court 
to  lay  down  a  rule  to  ensure  similarity  of  practice  in  the 
Sheriff  Courts  in  a  matter  pertaining  to  judicial  factors. 
The  question  was  whether  judicial  factors  who  were 
appointed  in  the  Sheriff  Courts,  sitting  as  Commissary 
Courts,  with  the  view  of  taking  th©  position  of  executors 
dative  on  estates  which  fell  to  minors  and  pupils,  were 
or  were  not  subject  to  the  jurisdiction  of  the  Accountant 
of  Court.  The  jurisdiction  of  the  Accoun/tant  of  Court  is 
constituted  by  the  Judicial  Factors  Act,  1889,  Section  6, 
which  provides  that  the  Accountant  of  Court  shall  supper- 
intend  the  conduct  of  all  factors  appointed  by  the  Court 
of  Session  or  the  Sheriffs.  To  the  section  there  is  a  proviso 
enacting  that  nothing  in  the  section  shall  be  held  to  apply 
to  executors  dative.  Certain  Sheriffs  and  Sheriff- 
Substitutes  have  held  that  factors  who  are  appointed  with 
a  view  to  confirmation  are  not  under  the  jurisdiction  of  the 
Accountant  of  Court ;  and  the  Accountant  asked  for  a  rule 
on  the  subject. 

The  Court  decided  that  such  factors  were  under  the  juris- 
diction of  the  Accountant  of  Court,  and  pronounced  a  rule 
accordingly. 

The  Ix)rd  President  said  that  the  learned  Sheriffs  who 
had  held  that  these  factors  were  not  subject  to  the  juris- 
diction of  the  Accountant  of  Court  thought  that  they  came 
within  the  proviso ;  and  the  question  came  to  be  whether 
these  factors  came  within  the  section  or  within  the  proviso. 
His  Lordship  was  clearly  of  opinion  that  they  were  factors 
appointed  by  the  Sheriff,  for  although  he  was  sitting  in 
the  Commissary  Court,  he  was  none  the  less  the  Sheriff. 
Did  they  fall  within  the  proviso  applying  to  executors 
dative?  He  was  of  opinion  that  they  did  not.  They  came 
within  the  clause  because  they  were  factors,  and  it  made 
no  difference  that  they  afterwards  became  executors  dative. 

The  other  Judges  concurred. 


Bcottigh  Iniolveneiea. 

For  the  week  ending  i8th  May  the  number  of  insolvencies 
reported  in  Scotland  was  31,  as  compared  with  29  in  the 
corresponding  week  of  last  year.  The  trust  deeds  numbered 
17,  as  compared  with  16 ;  the  seqaestrations  4,  as  compared 
with  8 ;  and  the  petitions  for  cessio  10,  as  compared  with  5. 
The  total  number  of  insolvencies  for  the  twenty  weeks  of 
the  year  is  573,  as  compared  with  537  in  the  corresponding 
period  of  last  year — ^the  trust  deeds  numbering  278  against 
256.  the  sequestrations  104  against  135,  and  the  petitions 
for  cessio  191  against  146.  Of  the  17  trust  deeds  reported 
during  the  week,  12  were  granted  in  favour  of  Chartered 
Accountants.  Two  voluntary  liquidations  of  limited 
liability  companies  were  g^etted  during  the  week,  making 
59  for  the  twenty  weeks. 


Bank  Kate  ot  SNscotiitt 


Oct.  19th  1906  6% 

Jan.  17th  1907  5% 

April  nth  1907 4^% 

„     25th  1907 4% 
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Bztnct  from  AutUHug,  by  Lawsbmcb  R.  Dicksbb,  F.CA. 
iPagi  190) 
Lic$tU€d  Houst  present  some  rather  special  features.  The  goodwill 
ittaohixig  to  the  license  gives  the  lease  or  freehold  of  licensed  premises 
1  market  value  greatly  in  excess  of  their  real  value  as  buildings.  To 
be  properly  ooosidered,  the  value  of  the  premises  and  the  license  must 
be  separated.  The  former  should  be  depreciated  in  the  usuad  way, 
leaving  the  Uoense  alone  to  be  considered.  A  license  on  freehold  pre- 
mises does  not  depreciate,  but  a  license  on  leasehold  premises  passes 
away  with  the  premises  and  must  therefore  be  depreciated  like  a  lease. 
4  Uoenaa  may  at  any  time  be  lost>-either  for  misconduct  or  for  no  rea- 
son—bnt  this  is  a  contingency  outside  the  scope  of  depreciatloD.  U 
wmjt  bowevei,  be  provided  against  by  Insurance,  which  would  appeal 
to  be  a  moat  prudent  course  to  adopt. 

For  (nU  pardoulan  as  to  U0BH8B8  DIBURAIOB  apply  to- 

Am  LIGEHSES  INSURANCE  CORPORATIOI 

IND  GUARANTEE  FUND,  Limited. 

24  MOORQATE  STREET,  LOHDOh 


SsoltuAvt  SosineM 


LicexLsed  Property. 


Insured  and  Loans  and  Debentures  on 
Licensed  Property  of  every  description  guaranteed. 


The  Capitalised  Value  of  the  Goodwill  of  a  Licensed  Business 
la  the  value  of  the  license,  and  may  be  estimated  upon  a  mere 
liberal  basis  If  the  license  Is  Insured, 


One  Hundred  Years  of  Profit-Sharing:  in  Pire 
Insurance 

A   UNIQUE  INSTITUTION 

TO  ACCOUNTANTS 

An  announcement  of  importance  to  your  clients  and 
of  real  value  to  you  appears  in  the  Supplement  to 
tills  issue. 

Or  Particulars  may  be  obtained  from 

THE  ESSEX  AND  SUFFOLK  EQUITABLE 

INSURANCE  SOCIETY,  LIMITED, 

London  Office:  56-60,  New  Broad  Street,  E.C. 


Wheatley  Kirk  Price  &  Co., 

(established  1850) 

VALUERS,  AUCTIONEERS  ft  ARBITRATORS 

OF    EVERY    DESCRIPTION     OF 
WORKS,  PLANT,  mCHlNERY,  ft  STOCK. 


PERIODICAL  VALUATIONS  AT  SPECIAL  RATES 

ANNUAL     INSPECTIONS     FOR     DEPRECIATION. 

SALES  OF  WORKS   BY   PRIVATE  TREATY. 

PARTNERSHIPS     IN     ENGINEERING     PROFESSION    AR^ANCeO. 


46    Watling    Street,    London,    EC. 

and    ALBERT    SQUARE,     MANCUESTF.H. 
Telf.piiosf  5,077  Bank.      Telegrams— "  INDICES,  LONDON.' 


Bstd.    1821. 

GUARDIAN 

ASSURANCE     COMPANY,     Limited. 

FIRE,     LIFE,    ACCIDENT, 

AND     BURGLARY     INSURANCE 


Loans  and  PaFohaaea  of  Life  IntereBto  and  RevenioDB. 

Total  Funds  over  £6,000,000. 

Head  Office  :~11    LOMBARD    STREET.    LONDON. 
Law  Courts  Branch  :— 21    FLEET    STREET. 

XeaMng  Htticles. 


"  Depreciation,  with  Special  Reference  to  the 
Accounts  of  Local  Authorities." 


'PHE  lecture  on  **  Depreciation,  with  Special 
Reference  to  the  Accounts  of  Local 
Authorities,"  which  appeared  in  our  issue  of 
the  13th  April  last,  has  aroused  a  wide  interest, 
which  shows  that  this  important  subject 
of  Depreciation  is  at  the  present  time  engaging 
very  careful  consideration  in  different  centres^ 
Prof.  Dicksee's  paper  has  been  discussed  in 
newspapers  that  devote    themselves  to  local 
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government  in  its  various  aspects,  and  also  by 
those  papers  dealing  with  engineering  in  its 
numerous  developments. 

As  the  paper  was  apparently  written  for 
the  instruction  of  accountant  students,  it 
would  be  unfair  to  find  fault  with  it 
upon  the  ground  that  it  devotes  too  much 
time  to  comparatively  elementary  matters, 
a  knowledge  of  which  might  be  assumed  upon 
the  part  of  all  who  have  made  even  a  super- 
ficial study  of  municipal  accounts  and  finance. 
None  the  less,  however,  it  is  to  be  regretted 
that,  owing  no  doubt  to  this  necessity  of  firmly 
paving  the  way  as  he  went,  the  lecturer  has, 
apparently  owing  to  limitations  of  time  and 
space,  found  himself  obliged  at  the  end  to  do 
little  more  than  indicate  the  point  which 
apparently  he  set  out  to  prove.  To  this 
circumstance  is  no  doubt  in  part  due  the  mis- 
representation that  he  has  received  at  the 
hands  of  some  critics ;  but  such  misrepresen- 
tation is  not  altogether  excusable,  inasmuch  as 
anyone  who  takes  the  trouble  to  study  the  paper 
carefully,  even  if  he  has  no  very  special 
knowledge  of  the  subject  in  advance,  can  hardly 
fail  to  grasp  what  it  is  that  the  author  is 
contending  for. 

A  correspondent,  whose  letter  appeared 
in  our  issue  of  the  20th  April  last,  appears 
to  have  been  somewhat  impressed  by  what 
he  regards  as  a  discrepancy  between  the  views 
put  forward  by  the  lecturer  in  the  paper 
now  before  us  and  those  contained  in  his  hand- 
book on  Depreciation,  issued  some  three  or  four 
years  previously.  We  think,  however,  the 
discrepancy  is  not  very  apparent,  but  is  in 
any  event  probably  more  apparent  than 
real.  In  his  earlier  utterances  the  lecturer 
was  at  some  pains  to  point  out  that  the 
most  that  the  statutory   Sinking   Fund   could 


ever  hope  to  accomplish  was  the  retention  of 
the  status  quo — a  state  of  permanent  indebted- 
ness under  which,  as  one  loan  was  redeemed  out 
of  the  Sinking  Fund,  another  had  to  be  issued 
to  provide  for  renewals,  with  the  result  that  the 
golden  time  foreshadowed  by  the  advocates  of 
municipal  progressiveness — when  the  whole  of 
the  profits  of  trading  departments  would  be  avail- 
able for  the  relief  of  the  rates,  and  none  would  be 
diverted  to  capitalists  in  the  form  of  interest 
on  loans,  and  provision  for  the  redemption 
thereof— could,  in  the  nature  of  things,  never 
arrive.  In  the  paper  now  under  consideration 
this  aspect  of  the  matter,  all-important  as  it  is, 
is  thrown  into  the  background,  and  the  lecturer 
has  addressed  himself  to  the  consideration  of 
the  question  as  to  how  far  the  statutory  Sinking 
Fund  can,  under  present  conditions,  be  relied 
upon  to  maintain  the  status  quo.  And  he  has 
argued  that,  inasmuch  as  separate  loans  are  not 
issued  in  respect  of  each  individual  asset 
acquired,  and  inasmuch  as  loans  en  bloc  are 
issued  for  equated  periods  more  or  less  accu- 
rately computed  to  represent  the  average  life 
of  the  assets  to  be  acquired,  the  inevitable 
result  must  be  that  if  the  undertaking  is 
to  be  maintained  in  a  proper  state  of 
efficiency,  sooner  or  later  heavy  expendi- 
ture will  have  to  be  incurred  upon  renewals 
for  which  no  borrowing  powers  will  be  avail- 
able, which  will  in  consequence,  of  necessity, 
have  to  be  charged  against  revenue.  He, 
therefore,  pleads  for  an  equitable  apportion- 
ment of  this  necessary  revenue  charge  for 
renewals  against  the  revenue  of  successive 
years,  and  points  out  that  this  is  for  all  prac- 
tical purposes  identical  with  the  business  man's 
provision  for  depreciation. 

These  arguments  appear  now  to  be  generally 
admitted  by  those  of  our  contemporaries  who 


June  I,  1907. 


THE    ACCOUNTANT 


736 


represent  municipal  interests.  It  is  hardly  to 
be  expected,  of  course,  that  they  should  execute 
a  complete  **  right-aibout  turn,"  but  there  is 
little  doubt  that  an  increasing  number  of  local 
authorities  will  realise  that  some  provision  for 
renewals  over  and  above  the  statutory  Sinking 
Fund  is  called  for,  and  that  this  provision 
should  be  made  systematically  upon  a  basis 
computed  by  careful  calculation,  and  not  hap- 
hazard out  of  surplus  profits  when  there  are 
any.  So  long  as  it  is  so  made,  there  is, 
perhaps,  no  very  great  occasion  to  quarrel  with 
the  name  attached  to  that  provision  in  the 
published  accounts.  Clearly,  however,  the 
term  "  Reserve  (for  Renewals)  Fund "  more 
accurately  expresses  the  nature  of  the  pro- 
vision than  the  statutory  term  "  Reserve 
Fund,"  which  is  particularly  unfortunate, 
inasmuch  as  that  term  possesses  in  connection 
with  commercial  accounts  another  and  alto- 
gether distinct  definition. 

Mr.  W.  B.  Keen,  F.C.A.,  who  presided  at 
the  meeting  of  the  Chartered  Accountants 
Students*  Society  of  London  at  which  this 
paper  was  read,  expressed  a  doubt  as  to 
whether,  in  the  event  of  a  trading  department 
being  run  at  a  loss,  it  would  be  legal  for  the 
local  authority  to  levy  a  rate  solely  for  the  pur- 
pose of  adequately  providing  for  renewals  in 
the  future.  The  question  is  one  of  consider- 
able practical  importance,  but  has  little  or 
no  bearing  whatever  upon  the  soundness  of 
the  principles  involved.  Our  public  accounts 
are,  of  course,  so  far  as  statutory  provisions 
are  concerned,  run  very  generally  upon  a  cash 
basis,  and  we  should  not  be  greatly  surprised 
to  hear  that  it  was  illegal  for  a  local  authority 
to  raise  more  money  in  any  one  year  by  way  of 
rates  than  could  be  prudently  spent  during  the 
ensuing  fiscal  period.     If,  however,  there  be 


any  such  disability — and  the  determination  of 
this  question  is,  of  course,  a  matter  of  law 
rather  than  of  account — a  very  excellent  argu- 
ment has  been  adduced  in  favour  of  the 
amendment  of  the  existing  law  ;  but  no  argu- 
ment whatever  has  been  put  forward  in  support 
of  the  popular  delusion  that  in  some  semi- 
miraculous  way  the  operation  of  the  statutory 
Sinking  Fund  will  eventually  be  to  place  the 
local  authority  in  possession  of  a  perfectly 
equipped  undertaking,  free  of  debt  and  in  good 
working  order. 


The  Education  of  En^rlish  and  American 
Accountants. 


'\I7E  agree  with  our  correspondent  Mr. 
**  Alfred  Pilling,  whose  letter  appeared 
in  our  issue  of  the  i8th  ult.,  that  it  is  unde- 
sirable to  attach  too  much  importance  to  the 
assertiveness  of  the  American  press  on  the 
subject  of  English  v.  American  accountancy 
practice.  None  the  less,  however,  do  we  think 
it  desirable  that  our  readers  should  be  kept 
informed  of  the  statements  that  from  time  to 
time  are  put  before  their  professional  brethren 
in  the  States,  and  we  accordingly  make  no 
apology  for  reproducing  in  the  present  issue 
an  article  on  the  education  of  English  and 
American  accountants  which  appeared  in  the 
April  number  of  the  New  York  Journal  of 
Accountancy. 

From  this  article  we  gather  that  at  the 
present  time  professional  accountancy  in  the 
States  is  in  much  the  same  state  as  it  was  in 
this  country  thirty  years  ago ;  that  is  to  say, 
while  it  is  able  from  time  to  time  to  produce 
exceptionally  accountants  of  unusual  attain- 
ments, it  does  so  more  or  less  accidentally, 
and  not  as  a  result  of  any  systematic  training, 
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in  that  in  the  States  to-day,  as  here  before  the 
days  of  the  Charter,  the  American  accountant 
derives  his  early  training  elsewhere  than  in  an 
accountant's  office. 

It  is  argued  that  the  American  system  of 
university  training,  which  is  so  much  more 
usual  in  America  than  here,  is  upon  a  broader 
basis  than  the  English,  and  it  is  admitted 
that  it  is  perhaps  unfortunate  that  the  young 
accountant  in  the  States  gets  no  systematic 
personal  instruction  from  his  employer, 
although  it  is  doubted  whether  in  this  respect 
he  is  very  much  worse  off  than  his  English 
contemporary.  There  are,  no  doubt,  a  great 
many  English  offices  where  the  amount  of 
personal  training  that  the  articled  pupils 
receive  from  their  employers  is  perhaps  not 
very  extensive,  and  it  may  well  be  that  the 
system,  which  undoubtedly  works  well  in  this 
country,  would  not  be  suitable  for  bodily  trans- 
plantation to  the  States,  where,  we  are 
informed,  the  apprenticeship  sj^stem  has  never 
been  popular.  We  have  further  to  take  into 
account  the  somewhat  distinguishing  feature 
of  American  business  Hfe,  that  it  appears  to  be 
quite  usual  for  a  man  there  to  change  his  call- 
ing three  or  four  times  before  he  lights  upon 
something  at  which  he  is  successful,  and  such 
changes,  so  far  from  being  regarded  as 
evidences  of  failure,  are  attributed  to  him  as  a 
distinctive  sign  of  enterprise.  But,  when  every 
allowance  has  been  made  for  differences  of 
national  temperament,  we  cannot  help  thinking 
that  if  there  is  one  calling  more  than  another 
in  which  it  is  thoroughness  that  tells  in  the 
long  run,  that  calling  is  accountancy.  The 
leading  members  of  the  profession  are  not 
ashamed  to  own  that  at  the  end  of  a  long 
and  successful  business  career  they  are  still 
only  students,  and  we  cannot  help   thinking 


that  a  system  that  tends  to  encourage  shifting 
about  from  one  occupation  to  another  on  the 
part  of  a  young  man  during  the  most  receptive 
period  of  his  life  is  a  system  that  encourages  waste 
of  time.  Moreover,  so  long  as  it  is  persisted  in, 
we  venture  to  predict  that  American  accountants 
as  a  class  will  not  be  able  to  hold  their  own 
against  British  accountants,  although  doubtless 
the  profession  in  America  will  continue  to  pro- 
duce exceptionally  men  of  unusual  attainments. 

We  need  not  seriously  concern  ourselves 
with  the  latter  portion  of  our  contemporary's 
article.  On  paper,  the  Scottish  Chartered 
Accountants'  examination  may  seem  more 
imposing,  but  we  think  the  English  Institute's 
Examination  is  more  exacting.  At  the  same 
time,  it  may  well  be  conceded  that  a 
good  case  might  easily  be  made  out  in  favour 
of  enlarging  the  scope  of  examination  subjects ; 
for  admittedly  the  study  of  accounts,  by  its 
necessarily  enforced  attention  to  details,  is  apt 
to  have  a  somewhat  narrowing  effect,  which  it 
should  be  the  aim  of  a  broadly-conceived 
educational  course  to  as  far  as  possible  remove. 


ITbe  income  ITas  Cbangee. 


[Contributed.] 

If  the  Finance  Bill  of  1907  becomes  law  as  it 
stands,  the  following  amendments  of  the  existing 
tax  laws  will  require  the  attention  of  accountants 
and  others  who  are  professionally  interested  in 
income-tax  assessments. 

(i)  Differentiation. 

For  the  first  time  the  principle  of  differentiation 
between  earned  and  unearned  income  is  introduced, 
for  the  benefit  of  the  middle-class  taxpayer  who 
earns  at  least  a  portion  of  his  income. 
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The  following  are  the  sections  as  they  stand : — 
**  Relief  in  Respect  of  Earned  Income  where  Total  Income 
does  not  excud  /2,ooo.— 18. — (i)  Any  individual  who 
claims  and  proves,  in  manner  provided  by  this  section, 
that  his  total  income  from  all  sources  does  not  exceed 
two  thousand  pounds,  and  that  any  part  of  that  income 
is  earned  income,  shall  be  entitled,  subject  to  the  pro- 
visions of  this  section,  to  such  relief  from  income-tax  as 
will  reduce  the  amount  payable  on  the  earned  income 
to  the  amount  which  would  be  payable  if  the  tax  were 
charged  on  that  income  at  the  rate  of  ninepence.  (2) 
The  relief  given  by  this  section  shall  be  in  addition  to 
and  not  in  derogation  of  any  exemption,  or  other  relief 
or  abatement  under  the  Income  Tax  Acts,  except  that 
where  an  individual  is  entitled  to  relief  from  income-tax 
under  Section  8  of  the  Finance  Act,  1898,  or  in  respect 
of  the  payment  of  premiums,  under  Section  54  of  the 
Income  Tax  Act,  1853  (as  extended  by  any  subsequent 
enactment),  relief  shall  be  given  under  this  section  only 
in  respect  of  such  earned  income  (if  any)  as  remains 
after  deducting  therefrom  the  amount  on  which  he  is 
relieved  of  income-tax  under  the  said  Sections  8  and  54. 
(3)  Where  relief  is  given  under  Section  8  of  the  Finamce 
Act,  1898,  or  Section  54  of  the  Income  Tax  Act,  1853, 
by  way  of  repayment  of  the  tax  after  relief  has  been 
given  under  this  section,  the  amount  repaid  shall  be 
adjusted  so  that  the  total  amount  of  the  relief  given 
under  this  section  and  under  the  said  Sections  8  and  54 
does  not  exceed  the  amount  which  would  have  been 
given  if  the  whole  relief  had  been  claimed  simulta- 
neously. (4)  An  individual  who  desires  relief  under 
this  section  must  in  cases  where  he  is  required  to  make 
a  return  for  the  purpose  of  the  assessment  of  income- 
tax,  claim  that  relief  at  the  time  the  return  is  made,  and 
must,  in  any  case,  claim  that  relief  before  the  thirtieth 
day  of  September  in  the  year  for  which  the  tax  is 
charged .  For  the  purpose  of  making  a  claim  with  respect 
to  income-tax  charged  under  this  Act  for  the  current 
year,  any  individual  may,  before  the  thirtieth  day  of 
September  nineteen  hundred  and  seven,  substitute  a 
fresh  return  for  any  return  previously  made  by  him. 
(5)  An  individual  shall  not  be  entitled  to  relief  under 
this  section  in  respect  of  any  income  the  tax  on  which 
he  is  entitled  to  charge  against  any  other  person,  or  to 
deduct,  retain,  or  satisfy  out  of  any  payment  which  he 
is  liable  to  make  to  any  other  person.  (6)  Subject  to 
the  provisions  of  this  section,  all  the  provisions  of  the 
Income  Tax  Acts  which  relate  to  claims  for  exemption, 
relief,  or  abatement,  or  the  proof  to  be  given  with 
respect  to  those  claims,  shall  apply  to  claims  for  relief 
under  this  section  and  the  proof  to  be  given  with  respect 
to  those  claims." 

"(7)  For  the  purposes  of  this  section  the  expression 


'  income  '  means  income  as  estimated  according  to  the 
several  rules  and  directions  of  the  Income  Tax  Acts ; 
and  the  expression  '  earned  income  '  means — (a)  any 
remuneration  from  any  office  or  employment  of  profit 
held  by  the  individual  in  the  year  of  assessment ;  and 
(b)  any  income  from  any  property  which  is  attached  to 
or  forms  part  of  the  emoluments  of  any  such  office  or 
employment  of  profit;  and  {c)  any  income  which  is 
charged  under  Schedules  B  or  D  in  the  Income  Tax 
Act,  1853,  and  is  immediately  derived  by  the  individual 
from  the  carrying  on  or  exercise  by  him  of  his  profes- 
sion, trade,  or  vocation.  In  cases  where  a  wife's  profits 
are  deemed  to  be  profits  of  the  husband,  any  reference 
in  thisL  provision  to  the  individual  includes  either  the 
husband  or  wife. 

Special  Provisions  applicable  to  Partners. — 19.— Where 
an  individual  carrying  on  or  exercising  any  profession, 
trade,  or  vocation  in  partnership  with  any  other  person 
makes  any  claim  for  exemption,  relief,  or  abatement 
under  the  Income  Tax  Acts,  the  income  of  the  individual 
from  the  partnership  for  the  year  to  which  the  claim 
relates  may  be  treated  separately  for  the  purpose  of 
any  such  exemption,  relief,  or  abatement,  and  if  so 
treated  shall  be  deemed  to  be  the  share  to  which  he 
is  entitled  during  the  said  year  in  the  partnership 
profits,  such  profits  being  estimated  according  to  the 
several  rules  and  directions  of  those  Acts." 

It  will  be  seen  that  all  claims  for  the  relief  given 
by  the  above  sections  must  be  made  before 
September  30th  at  latest.  There  will  be  no  means 
of  obtaining  later  adjustment,  and  no  machinery 
for  repayment.  Also  it  should  be  noticed  that 
abatements  on  account  of  the  total  'income  not 
exceeding  ;^7oo,  and  on  account  of  life  insurance, 
must  be  made  as  far  as  possible  from  assessments 
on  earned  income,  leaving  only  the  balance  (if  any) 
to  receive  the  benefit  of  the  differentiation.  A 
third  point  to  emphasise  is  that  the  lower  rate  is 
not  to  be  charged  on  any  part  of  the  assessment 
which  is  in  respect  of  interest,  &c.,  due  to  other 
persons — such  payments  will  need,  therefore,  to  be 
distinctly  shown  on  the  claims,  so  that  tax  may  be 
charged  thereon  at  the  full  rate. 

The  section  as  to  partnerships  (above)  shows 
that  the  share  of  a  partner  is  deemed  to  be  his  pro- 
portion (one-half,  or  whatever  his  agreement 
entitles  him  to)  of  the  earned  profit  in  the  assess- 
ment.    For  instance,  if  the  assessment  arrived  at 
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in  the  ordinary  way  is  ;^i,5oo,  and  out  of  this  there 
is  ;^2oo  interest  due  to  outsiders,  then  ;^i,300  is 
the  earned  part  of  the  assessment,  and  the  partners 
should  divide  up  this  sum  on  their  forms  in  the 
legal  proportion. 

(2)  Returns. 
The  Bill  extends  from  public  bodies,  &c.,  to 
private  firms  and  persons  the  liability  of  employers 
to  show  the  salaries  paid  to  their  employees.  It 
makes  compulsory  a  return  of  the  names,  addresses, 
and  remuneration  of  all  employees  except  those 
not  in  any  other  employment  and  receiving  less 
than  ;^i6o  a  year.  It  also  insists,  with  penalties, 
that  all  persons  upon  whom  statutory  forms  are 
served  shall  make  returns  thereon,  even  if  they 
have  no  imtaxed  income  to  declare. 

The  two  sections  dealing  with  returns  are  : — 

"Particulars  to  be  given  by  Employers. — 20. — (i)  Every 
employer,  when  required  to  do  so  by  notice  from  an 
assessor,  shall,  within  the  time  limited  by  the  notice, 
prepare  and  deliver  to  the  assessor  a  return  of  the 
names  and  addresses  of  any  persons  employed  by  him, 
to  whom  this  provision  applies,  and  of  the  payments 
made  to  those  persons  in  respect  of  that  employment, 
and  Section  55  of  the  Income  Tax  Act,  1842,  shall 
apply  with  respect  to  any  such  return  as  it  applies 
with  respect  to  the  lists,  declarations,  or  statements 
mentioned  in  that  provision.  This  provision  applies 
to  all  persons  employed  by  an  employer,  except  persons 
who  are  not  employed  in  any  other  employment,  and 
whose  remuneration  in  the  employment  for  the  year 
does  not  exceed  the  sum  for  the  time  being  fixed  as 
the  limit  for  total  exemption  from  income-tax.  (2) 
Where  the  employer  is  a  body  of  persons,  corporate 
or  unincorporate  (including  a  company),  the  secretary 
of  the  body,  or  other  officer  (by  whatever  name  called) 
performing  the  duties  of  secretary,  shall  be  deemed  to 
be  the  employer  for  the  purposes  of  this  provision, 
and  any  director  of  a  company,  or  person  engaged  in 
the  management  of  a  company,  shall  be  deemed  to  be  a 
person  employed." 

••  Liability  to  make  Returns. — 21. — (i)  Every  person  upon 
whom  notice  is  served  in  manner  prescribed  by  Section  48 
of  the  Income  Tax  Act,  1842  (which  relates  to  the  delivery 
of  notices  by  Assessors),  requiring  him  to  make  a  return 
of  any  profits,  gains,  or  income  in  respect  of  which 
he  is  chargeable  with  duty  under  Schedule  D  or 
Schedule  E  in  the  Income  Tax  Act,  1853,  shall  make 
a  return  in  the  form  required  by  the  notice,  whether 


he  is  or  is  not  chargeable  with  duty,  and  in  default 
shall  be  liable  to  a  penalty  under  Section  55  of  the 
Income  Tax  Act,  1842,  accordingly.  Provided  that  a 
penalty  inflicted  in  the  case  of  a  person  proceeded 
against  for  not  complying  with  this  provision,  who 
proves  that  he  was  not  chargeable  to  duties,  shall  not 
exceed  five  pounds  for  any  one  offence.  (2)  The  duties 
imposed  on  officers  of  any  corporation,  company, 
fraternity,  fellowship,  or  society  by  Sections  40  and  54 
of  the  Income  Tax  Act,  1842,  and  by  Section  18  of  the 
Customs  and  Inland  Revenue  Act,  1879,  shall,  in  the 
case  of  any  company,  be  performed  by  the  secretary 
of  the  company,  or  other  officer  (by  whatever  name 
called)  performing  the  duties  of  secretary." 

The  responsibility  placed  upon  secretaries  of 
companies  and  upon  persons  occupying  similar 
posts  should  be  particularly  noticed,  as  the  old 
Acts  looked  to  the  treasurer  or  auditor  to  perform 
the  statutory  duties. 

(3)  Extended  Time  for  Penalties. 

Section  22  of  the  Bill  enables  the  Revenue  to 
make  additional  assessments  or  commence  pro- 
ceedings for  the  recovery  of  penalties  within  three 
years  from  the  year  of  assessment  or  from  the  date 
the  penalty  was  incurred.  This  is,  no  doubt, 
intended  to  strengthen  the  hands  of  the  Crown's 
officers  when  cases  of  evasion  or  of  undercharge 
are  discovered.  It  may,  indeed,  be  safely  antici- 
pated that  refusals  to  make  good  any  loss  sustained 
by  the  Revenue  through  insufficient  returns  will 
now  be  of  rare  occurrence,  seeing  that  the  alterna- 
tive may  be  a  heavy  infliction  of  penalties. 

The  section  reads  as  follows : — 

**  Extension  of  Time  for  Certain  Proceedings.— 22.^ [i) 
Notwithstanding  anything  in  an  Acte  conceminge 
Informers,  being  chapter  five  of  the  Acts  of  the  thirty - 
first  year  of  the  reign  of  Queen  Elizabeth,  or  in  Sub- 
section 4  of  Section  21  of  the  Taxes  Management 
Act,  1880,  or  in  Subsection  (2)  of  Section  22  of  the 
Inland  Revenue  Regulation  Act,  1890,  or  in  any  other 
enactment,  proceedings  for  the  recovery  of  any  fine  or 
penalty  incurred  under  the  Income  Tax  Acts  may  be 
commenced  within  three  years  next  after  the  fine  or 
penalty  is  incurred.  (2)  The  time  during  which  an 
assessment  may  be  amended  or  an  additional  first 
assessment  made  under  Section  52  of  the  Taxes  Manage- 
ment Acts,  1880  (which  relates  to  the  amendment  of 
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assessments  by  Surveyors),  or  during  which  an  assess- 
ment may  be  made  on  the  estate  of  a  deceased  person 
under  Section  24  of  the  Customs  and  Inland  Revenue 
Act,  1890  (which  relates  to  the  power  to  make  such 
assessments),  shall  be  any  time  within  the  year  of 
assessment  or  within  three  years  after  the  expiration 
thereof,  and  the  time  during  which  in  cases  of  omission 
to  charge  any  person  a  charge  may  be  made  under 
Section  63  of  the  Taxes  Management  Act,  1880  (which 
relates  to  the  powers  ol  Surveyors  to  make  such  charges), 
shall  be  a  period  of  three  years  after  the  expiration  of 
the  year  for  which  the  person  ought  to  have  been 
charged . ' ' 

(4)  The  Average  System. 
The  proposal  to  abolish  Section  133  has  already 
caused  a  considerable  amount  of  comment  in  the 
press.  But  the  fact  is  that  this  section  has  acted 
unfairly  between  various  taxpayers,  as  well  as 
being  the  cause  of  heavy  loss  to  the  Revenue. 
Fluctuating  businesses  have  been  able  to  destroy 
the  average  when  profits  went  downward,  so  that, 
in  effect,  they  never  paid  the  full  tax  on  good  years 
at  all,  whilst  steady  businesses  had  no  such  chance 
of  evading  their  just  burden.  The  only  merit  of 
the  section  was  the  relief  it  afforded  in  times  of 
bad  trade,  but  accountants  need  hardly  be 
reminded  that  the  apparent  hardship  in  such  cases 
can  be  met  by  the  trader  setting  aside  the  full  tax 
in  good  years  as  a  reserve  for  the  liability  in  future 
averages.  If,  however,  the  section  were  entirely 
abolished,  there  might  be  a  real  hardship  in  the 
case  of  new  businesses  during  their  first  three  years 
before  a  proper  average  can  be  calculated.  To 
meet  this  difHculty,  the  relief  allowable  in  such 
cases  has  been  retained,  in  favour  of  the  taxpayer, 
as  the  following  section  of  the  Bill  will  show  : — 

•*  Provisions  vftth  Respect  to  Computing  Profits  by  Average 
of  Three  Years. — 23. — (i)  Section  133  of  the  Income  Tax 
Act,  1842,  and  Section  6  of  the  Revenue  Act,  1865 
(which  provide  for  the  reduction  of  assessments  or  the 
repayment  of  duty  in  certain  cases  where  the  profits  of 
the  year  of  assessment  fall  short  of  the  sum  on  which 
the  assessment  has  been  made),  shall  be  repealed.  (2) 
Where  a  person  charged  or  chargeable  with  income-tax 
in  respect  of  any  profession,  trade,  or  vocation  which 
has  been  set  up  or  commenced  within  the  period  of 
three  years  upon  the  average  of  which  the  profits  or 
gains  are  to  be  taken  under  the  Income  Tax  Acts,  or 
within  the  year  of  assessment,  proves  at  the  end  of  the 
year  of  assessment  to  the  satisfaction  of  the  Commis- 
sioners by  whom  the  assessment  has  been  or  can  be 


made  that  the  actual  profits  or  gains  arising  from  the 
profession,  trade,  or  vocation  in  the  year  of  assessment 
fall  short  of  the  profits  or  gains  as  computed  in  accord- 
ance with  those  Acts,  he  shall  be  entitled  to  be  charged 
on  the  actual  amount  of  the  profits  or  gains  so  arising 
instead  of  on  the  amount  of  the  profits  or  gains  so  com- 
puted, and,  if  he  has  paid  the  full  amount  of  the  tax  on 
the  profits  or  gains  so  computed,  be  entitled  to  repay- 
ment of  the  amount  overpaid." 

It  is  considered  that,  with  the  second  subsection 
affording  relief  in  case  of  need,  the  average  system 
will  now  be  a  perfectly  fair  one — at  least,  as  fair  as 
any  other  fixed  basis,  such  as  that  of  the  preceding 
year,  for  in  any  case  the  taxpayer  must  be  held 
liable  to  pay  on  a  profit  which  will  not  necessarily 
be  his  current  year's  result,  and  whether  the 
assessment  is  based  on  one  previous  year  or 
on  an  average  of  three  years  is  hardly  material 
to  him,  while  it  is  distinctly  important  to  the 
Chancellor  of  the  Exchequer  in  making  his  Budget  . 
calculations,  the  average  preserving  the  Revenue 
from  great  fluctuations. 

(5)  Royalties. 

The  next  section  amends  the  law  with  respect  to 
the  taxation  of  royalties,  which  will  hereafter  be 
taxed  at  source  by  deduction — the  tax  being 
accounted  for  by  the  person  deducting  the  same, 
as  in  the  case  of  interest : — 

••  Payment  of  Tax  on  Royalties  by  Deduction. — 24. — (i)  In 
estimating,  under  any  schedule  of  the  Income  Tax  Acts 
the  amount  of  the  profits  and  gains  arising  from  any 
trade,  manufacture,  adventure,  concern,  profession,  or 
vocation,  no  deduction  shall  be  made  on-  account  of  any 
royalty  or  other  sum  paid  in  respect  of  the  user  of  a 
patent,  but  the  person  paying  the  royalty  or  sum  shall 
be  authorised,  on  making  the  payment,  to  deduct  and 
retain  thereout  the  amount  of  the  rate  of  income-tax 
chargeable  during  the  period  through  which  the  royalty 
or  sum  was  accruing  due.  (2)  Subsection  (3)  of 
Section  24  of  the  Customs  and  Inland  Revenue  Act, 
1888,  shall  apply  to  any  such  royalties  or  sums  as  it 
applies  to  interest  of  money  or  annuities  charged  with 
income-tax  under  Schedule  D  in  the  Income-tax  Act, 
1853." 

(6)  Depreciation. 

The  Act  will  contain  an  important  concession 
in  connection  with  the  allowance  made  for  depre- 
ciation of  machinery  by  reason  of  wear  and  tear. 
Hitherto,  if  a  business  made  a  loss,  or  not  sufficient 
gross    profit    to    cover    the    due    allowance    for 
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depreciation,  the  assessment  was  nil^  and  there  was 
an  end  of  the  matter.  But,  in  future,  the  deprecia- 
tion insufficiently  allowed  for  such  a  reason  may  be 
carried  forward  for  deduction  in  future  years.  It 
should,  of  course,  be  carefully  claimed  at  the  time, 
so  that  the  amount  to  be  carried  forward  may  be 
agreed  to  by  the  Surveyor  and  Commissioners. 

The  whole  section,  which  contains  minor  provi- 
sions also,  is  as  follows  : — 

"  Provisions  with  Respect  to  Wear  and  Tear  of  Machinery 
or  Plant. — 25. — (i)  For  the  purpose  of  enabling  deduc- 
tions lor  wear  and  tear  to  be  allowed  by  the  additional 
Commissioners,  claims  in  respect  of  those  deductions 
shall  be  included  in  the  annual  statement  required  to 
be  delivered  under  the  Income  Tax  Acts  of  the  profits 
or  gains  of  the  concern  for  the  purpose  of  which  the 
machinery  or  plant  is  used,  and  the  additional  Commis- 
sioners in  assessing  those  profits  and  gains  shall  make 
such  allowances  in  respect  of  those  claims  as  they  think 
just  and  reasonable.  (2)  No  deduction  for  wear  and 
tear  or  repayment  on  account  of  any  such  deduction 
shall  be  allowed  in  any  year  if  the  deduction,  when 
added  to  the  deductions  allowed  on  that  account  in  any 
previous  years,  will  make  the  aggregate  amount  of  the 
deductions  exceed  the  actual  cost  of  the  machinery  or 
plant.  (3)  Where  as  respects  any  trade,  manu- 
facture, adventure,  or  concern  full  effect  cannot 
be  given  to  the  deduction  for  wear  and  tear  in 
any  year  owing  to  there  being  no  profits  or  gains 
chargeable  with  income-tax  in  that  year,  or  owing  to 
the  profits  or  gains  so  chargeable  being  less  than  the 
deduction,  the  deduction  or  part  of  the  deduction  to 
which  effect  has  not  been  given,  as  the  case  may  be, 
shall,  for  the  purpose  of  making  the  assessment  for  the 
following  year,  be  added  to  the  amount  of  the  deduc- 
tion for  wear  and  tear  for  that  year  and  deemed  to  be 
part  of  that  deduction,  or  if  there  is  no  such  deduction 
for  that  year,  be  deemed  to  be  the  deduction  for  that 
year,  and  so  on  for  succeeding  years.  (4)  In  this 
section  the  deduction  for  wear  and  tear  means  the 
deduction  allowed,  or  which  would  be  allowed,  under 
Section  12  of  the  Customs  and  Inland  Revenue  Act, 
1878,  as  representing  the  diminished  value,  by  reason 
of  wear  and  tear  during  the  year,  of  machinery  or  plant 
used  for  the  purposes  of  any  trade,  manufacture,  adven- 
ture, or  concern." 

(7)  Losses  in  Trade,  &c. 

The  last  of  the  clauses  affecting  income-tax  in 

the  new  Bill  is  the  following  short  amendment  of 

Section  23  of   the  Customs  and  Inland  Revenue 

Act,  1890,  allowing  appeals  under  that  section  to 

be  made  to  the  Special  as  well  as  to  the  General 

Commissioners : — 


"  Power  of  Commissioners  for  Special  Purposes  to  Allow 
Relief  under  Section  23  0/  53  iS*  54  Vict.  c.  8. — 26. — Any 
application  for  relief  under  Section  23  of  the  Customs 
and  Inland  Revenue  Act,  1890,  may  be  made  either  to 
the  Commissioners  for  the  general  purposes  of  the  Acts 
relating  to  income-tax  as  provided  in  that  section  or  to 
the  Commissioners  for  the  special  purposes  of  those 
Acts,  and  the  last-named  Commissioners  shall  have  the 
same  power  under  that  section  as  the  first-named  Com- 
missioners have." 

On  the  whole,  it  will  be  agreed,  by  those  who 
have  any  acquaintance  with  the  present  working 
of  the  income-tax,  that  the  Finance  Bill  of  1907 
is  a  move  in  the  right  direction.  It  will,  of  course, 
be  remembered  chiefly  for  its  introduction  of  the 
principle  of  differentiation  into  our  tax  legislation 
— a  principle  which  will,  no  doubt,  be  carried 
further  in  later  Budgets.  It  need  hardly  be  said 
that  the  Income  Tax  Department  will  again  be 
severely  strained  in  carrying  these  changes  into 
practice,  but  it  is  understood  that  a  large  increase 
is  about  to  be  made  to  the  staff  to  meet  the 
emergency. 


Meefilp  Tlotes. 


The  Incorporated  '^^®  twenty-second  annual  general 
Aooountants'  meeting  of  the  Society  of  Accountants 
Annual  Meeting.  ^^^  Auditors  was  held  at  SaUsbui>- 
House,  E.C.,  on  Thursday,  the  23rd  ult.,  and  will  be  iound 
fully  reported  elsewhere  in  our  columns.  The  President, 
in  the  course  of  his  address,  referred  to  the  twenty-first 
anniversary  celebration  of  the  Society  which  had  been 
held  in  November  last,  and  stated  that  matters  bad 
progressed  with  greater  rapidity  than  appeared  pos- 
sible twelve  months  ago.  On  the  31st  December  last 
the  membership  of  the  Society  was  2,111,  of  whom  828 
were  Fellows,  while  during  the  year  1906  309  candi- 
dates took  the  Society's  examinations,  as  against  153 
in  1900.  He  then  referred  to  the  litigation  which, 
in  January  last,  resulted  in  an  order  of  Court 
which  recognises  the  title  "  Incorporated  Accountant " 
as  being  the  distinctive  property  of  members  of  the 
Society.  These,  however,  are  matters  which  have 
already  been  referred  to  in  these  columns  at  length. 
Dealing  with  the  subject  of  legislation  for  the  pro- 
fession, Mr.  Rayner  stated  that  he,  together  with  the 
Vice-President,    the  Chairman  of  the   Parliamentary 
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Committee,  and  the  Secretary,  had  been  discussing 
with  representatives  of  the  Institute  of  Chartered 
Accountants  proposals  for  a  Registration  Bill  for 
England  and  Wales.  The  negotiations  had  not  yet 
proceeded  sufficiently  far  to  enable  him  to  make  any 
announcement,  but  he  expressed  the  hope  that  they 
would  ultimately  lead  not  only  to  a  Registration  Bill 
for  England  and  Wales,  but  also  for  the  inclusion  of 
Scotland  and  Ireland.  Mr.  Rayner  cordially  acknow- 
ledged the  zeal  and  singleness  of  purpose  with  which 
the  President  of  the  Institute,  Mr.  W.  B.  Peat,  had 
kept  the  subject  of  registration  for  the  profession  not 
only  before  the  members  of  the  Institute,  but  also 
before  the  public.  He  mentioned  that  it  was  a  policy 
that  had  been  advocated  by  the  Council  of  the  Society 
for  the  last  twenty  years,  but  they  had  expressed  their 
willingness,  if  the  Institute  would  lead  the  way,  to  give 
them  their  whole-hearted  co-operation,  and  they  had 
good  hopes  of  a  satisfactory  result  being  achieved. 
The  proceedings  terminated  with  a  handsome  presenta- 
tion to  Mr.  James  Martin  in  recognition  of  his  twenty- 
one  years'  service  as  Secretary  to  the  Society,  and  to 
the  cause  of  professional  accountancy.  Those  who 
recognise  the  extent  to  which  the  success  of  the  Society 
has  been  due  to  the  labours  of  its  indefatigable  Secre- 
tary will  appreciate  that,  in  thus  honouring  Mr. 
Martin,  Incorporated  Accountants  have  been  doing  but 
the  barest  justice  to  the  man  who  is  chiefly  responsible 
for  the  position  occupied  by  Incorporated  Accountants 
at  the  present  day. 


A  utile  QoeitloD  An  evening  paper  recently  stated  that 
of  ReMTTt.  the  Bank  of  England  Reserve  had 
been  advanced  to  ;f 24,680  i8s.  2d.,  and  a  financial 
daily,  with  that  spirit  of  facetiousness  which  so 
frequently  leavens  the  dullness  of  commercial  journalism 
in  these  pl^ysi  says  that,  if  it  had  not  been  for  the  loose 
change,  the  monetary  position  might  be  considered 
very  shaky,  and  that  by  a  curious  typographical  error 
the  Bank  of  England  authorities  gave  the  amount  as 
^'24,680,1 82 ! 

United  UhUb  'Hie  Wall  Street  Journal  claims  that  the 
Stock  of  Money.  United  States  has  one-fifth  of  all  the 
money  in  the  civilised  world,  although  it  only  contains 
one-sixteenth  of  the  total  population.  In  addition  to 
this,  it  holds  more  gold  than  any  other  country  on  the 
face  of  the  globe,  the  total  being  23  per  cent,  of  all 
the  gold  in  the  world's  coinage.  France  comes  next  in 
order,  but  our  American  cousins  claim  to  have  more 


gold  than  France  and  England  put  together,  likewise 
that  there  is  more  gold  in  banks  as  reserve  against 
credits  than  in  any  other  country.  Not  content  with 
this,  it  is  stated  that  America  also  contains  more  silver 
coinage  than  any  other  country,  its  proportion  of  the 
silver  money  being  about  21  per  cent.  If  this  sort  of 
thing  goes  on,  it  will  soon  be  necessary  to  look  round 
for  another  continent,  so  as  to  give  the  United  States 
room  to  expand. 

Btatntory  RtMm  ^®  extract  the  foUowing  from  a  report 
Md  of  the  chairman's  speech  at  the  recent 

DepreoUttoD.  ammal  meeting  of  a  well-known  con- 
cern. The  paragraph  in  question  is  not  spoilt  by  being 
removed  from  its  context,  but  it  is  somewhat  difficult  to 
clearly  understand : — 

*'  You  may  have  observed  that  in  this  year's  accounts 
this  heading  has  been  eliminated,  except  in  .so  far  as  it 
appears  in  the  Balance  Sheet  as  part  of  the  amount 
deducted  for  exhaustion  of  raw  material.    When  this 
company  was  put  into  its  present  form  the  Chilian 
Government  ordered  us  to  set  aside  5  per  cent,  of  our 
profits  every  year.    I  don't  think  anybody  knows  for 
what  purpose  this  5  per  cent,  is  to  be  employed,  so  we 
have  kept  it  separate  hitherto,  and  used  it  as  a  Depre- 
ciation Fund.    As,  however,  it  creates  a  complication 
in  the  Balance  Sheet,  making  it  less  easy  to  understand, 
we  hope  to  be  able  to  eliminate  it  altogether  from  the 
published    Balance   Sheet,  merely  taking  care  in  our 
accounts   to  reserve  the  5  per    cent,   ordered.    The 
reason  for  the  action  of  the  executive  was,  of  course,  to 
ensure   against  the  payment  of  excessive   dividends. 
We  think,  however,  that,  even  if  the  statutory  reserve 
is  not  specifically  mentioned  in  the  Balance  Sheet,  we 
are  not  likely  to  be  accused  of  this  imprudence." 
In  the  first  place  the  chairman  does  not  appear  to 
understand  why  the  Chilian  Government  initiated  the 
statutory  reserve,  but  a  little  later  on  he  gives  a  reason, 
the  need  for  prevention  of  payment  of  excessive  divi- 
dends.   As  to  how  far  a  reserve  of  this  kind  may  be 
used  as  a  Depreciation  Fund  it  would  be  difficult  to  say 
without  knowing  more  of  the  details,  but  the  point 
seems  to  be  one  that  might  very  well  be  considered. 


Bankrapt  ^^  ^^Y  ^^  remembered  that  at  the 
BoUoiton.  recent  meeting  of  the  Law  Society  the 
President  warned  bankrupt  solicitors  that  unless  they 
obtained  their  discharge  before  the  next  meeting  they 
would  not  be  entitled  to,  and  would  not  receive,  their 
practice  certificates,  and  that  it  might  be  taken  as 
perfectly  clear  that  the  Council  had  determined  that 
they  would  not  grant  certificates  to  gentlemen  who 
were  undischarged  bankrupts.    The  Solicitors*  Journal 
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reports  that  this  statement  occasioned  some  surprise, 
as  it  had  been  previously  understood  that  when  the 
granting  of  certificates  came  to  be  considered  the  cir- 
cumstances surrounding  each  bankrupt  would  be 
investigated,  and  notice  taken  as  to  whether  the  bank- 
ruptcy was  due  to  misfortune  or  misconduct.  It  is 
also  stated  that  during  the  present  year  this  course  has 
hitherto  been  adopted,  for  out  of  eighty  solicitors  who 
were  undischarged  bankrupts  thirty-seven  are  stated 
to  have  been  granted  certificates,  and  our  contem- 
porary cannot  see  any  reason  for  altering  this  practice. 
It  may  be  that  the  warning  of  the  President  is  intended 
to  apply  to  those  who  have  obtained  certificates  in  the 
past  on  the  ground  that  misfortune  had  dogged  their 
steps,  and  that  in  future  the  certificates  will  be  denied 
unless  they  have  obtained  their  discharge.  It  is  said 
that  this  does  not  seem  unreasonable,  but  that  it  is  not 
easy  to  gather  from  the  President's  language  whether 
this  was  the  meaning  he  desired  to  convey. 


,     ,  It  is  reported  that  a  Bill  will  be  Intro - 

IniolYeney  '^ 

LttgtgiatioD  at  duced  during  the  next  session  of  the 
Capt  Colony.  Q^pe  Parliament  to  provide  for  the 
recognition  in  Cape  Colony  of  trustees  and  liquidators 
appointed  elsewhere  in  the  British  dominions.  We 
understan.d  that  the  text  of  the  Bill  has  been  published, 
and  we  should  be  glad  if  some  of  our  friends  in  South 
Africa  would  supply  us  with  a  summary  of  its  contents. 


Menia  et  Thoro. 


The  Financial  Times  tells  a  very 
humorous  story  concerning  a  gentle- 
man who  held  a  high  position  in  a  certain  large  public 
company,  but  unfortunately  had  to  relinquish  this 
position  owing  to  a  nervous  affliction.  On  inquiring  at 
the  office  regarding  him,  an  acquaintance  of  the  invalid 
was  gravely  informed  that  Mr.  Blank  was  ver^  much 
better,  but  suffered  so  much  with  his  head  that  he 
would  never  be  able  to  resume  his  old  position,  and  he 
had  been  made  a  director. 


Bank  An  American  banking  house  has,  it  is 

Homenolataro.  reported,  invented  a  new  phrase,  which 
appears  likely  to  become  popular  in  financial  circles,  at 
any  rate  so  far  as  the  United  States  is  concerned. 
The  term  "  a  vault  clearance  sale  "  hardly  needs  any 
explanation,  and  its  terseness  has  all  that  quality  which 
one  expects  to  find  in  well-turned  phrases.  The  vaults 
of  the  banking  house  having  become  overstocked  with 
securities,  it  advertises  a  clearance  sale,  after  the 
manner  of  the  large  draper,  and,  if  the  idea  catches  on, 


we  may  wake  up  to  find  stocks  and  shares  advertised 
for  sale  at  is.  iijd.,  with,  perhaps,  a  packet  of  pins 
thrown  in  to  make  up  level  money. 


Reaiiiation  of     The  interesting  correspondence  which 
EstatM*  we  noticed  in  our  last  issue  has  been 

continued  in  The  Financial  Times^  and  Mr.  H.  W. 
Marshall,  in  the  course  of  a  long  letter,  states  that  the 
case  of  In  re  Slater  ;  Slater  v.  Slater  has  nothing  what- 
ever to  do  with  his  suggestions.  He  goes  on  to  say  that 
he  did  not  refer  to  specific  legacies,  bat  to  the 
advisability  of  testators  bequeathing  legacies  con- 
ditionally on  the  choice  bemg  left  with  the  executors  to 
transfer  such  legacies,  either  in  cash  or  its  equivalent, 
in  any  stocks  or  shares  of  which  a  testator  may  be 
possessed,  such  securities  to  be  valued  for  this  purpose 
at  the  current  market  price  prevailing  at  the  time  of 
decease,  and  the  choice  of  same  to  be  left  absolutely  at 
the  discretion  of  the  legal  representatives.  He  con- 
siders that  as  no  special  stock  or  share  is  mentioned 
and  the  choice  left  to  executors,  under  these  conditicns 
no  legacies  can  possibly  fail  through  conversion  of 
stock,  such  as  was  referred  to  in  the  case  mentioned ; 
nor  could  the  sale  of  stocks  or  any  change  of  tbem 
during  the  testator's  life  in  any  way  affect  the  validity 
of  legacies  so  conditionally  bequeathed.  A  further 
suggestion  is  made  that  if  testators  extended  instmc- 
tions  to  their  executors  and  permitted  them  to  retain 
securities  which  stood  in  weak  markets  until  prices 
were  propitious,  and  without  risk  to  themselves,  much 
greater  advantage  would  be  obtained.  Mr.  Marshall 
does  not  consider  that  there  is  any  need  for  a  short 
Act,  such  as  had  been  suggested  by  another  correspon- 
dent, and  he  maintains  that  it  is  quite  within  the 
present  powers  of  any  testator  to  bequeath  a  legacy 
conditionally  upon  the  legatee  receiving  it  either  in  cash 
or  kind,  and  this  at  the  discretion  of  the  executors. 


Friendly  Soolety   ^^  the  annual  conference  of  the  Man- 
Fnndi.  Chester  Unity  of  Oddfellows,  held  at 

Folkestone  last  week,  a  new  rule  was  passed  empower- 
ing any  lodge  or  district  to  send  sums  of  ten  poonds, 
or  multiples  thereof,  for  investment  by  the  central 
office  of  the  Society,  provided  that  the  rules  of  the 
lodge  or  district  authorised  the  investment  of  funds  in 
the  names  of  the  trustees,  all  such  sums  bearing 
interest  at  the  rate  of  3  per  cent,  per  annum,  payable 
half-yearly,  and  to  be  withdrawable  in  sums  not 
exceeding  fifty  pounds  upon  seven  days'  notice  being 
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given.  The  rule  will  no  doubt  prove  a  boon  to 
individual  lodges,  but  it  seems  questionable  whether 
the  central  office  will  be  able  to  so  invest  the  moneys 
forwarded  to  it  as  to  enable  it  to  realise  a  clear 
3  per  centi  after  payment  of  all  expenses,  including  the 
^  possibility  of  loss  on  the  realisation  of  investments. 
The  limitation  as  to  the  withdrawal  of  large  sums  only 
after  due  notice  will,  no  doubt,  have  the  effect  of 
reducing  so  fat  as  possible  such  losses  upon  realisation, 
but  It  remains  to  be  seen  whether  it  will  be  possible 
to  work  the  scheme  without  loss  to  the  central  office. 


The  London  J^^^^^g  ^^^  P^^st  few  weeks  very  little 
Oonnty  Ooonctl  has  been  heard  of  the  commercial  audit 
which  it  was  very  clearly  understood 
would  be  forthwith  inaugurated  as  a  result  of  the  return 
of  the  Moderate  party  to  power  in  the  London  County 
Council.  It  is  thus  of  interest  to  observe  that  in  reply 
to  a  question  asked  at  a  recent  meeting  of  the  Council 
Mr.  A.  F.  Buxton,  the  Chairman  of  the  Finance  Com- 
mittee, stated  that  the  matter  of  a  commercial  audit  of 
the  Council's  tradiog  accounts  had  not  yet  reached  the 
stage  of  the  appointment  of  a  firm  of  Chartered  Accoun- 
tants, but  was  in  the  hands  of  a  sub  committee,  who 
were  at  work  upon  it.  They  had  already  submitted  a 
preliminary  report,  and  were  meeting  again  to  deal 
farther  with  the  subject.  The  information  thus  afforded 
by  Mr.  Buxton  is  not  very  specific,  but  if,  as  we  gather, 
it  is  the  intention  of  the  Council  to  appoint  one  firm  of 
Chartered  Accountants  to  perform  the  audit  referred  to, 
we  think  they  will  be  making  a  great  mistake.  As  we 
have  already  pointed  out,  it  is  above  all  things  impor- 
tant to  guard  against  any  possibility  of  the  auditors' 
report  being  regarded  as  having  been  in  any  way 
affected  by  considerations  of  party  politico.  To  avoid 
this  there  is  obviously  no  better  precaution  possible 
than  to  employ  two  or  three  firms,  that  their  united 
report  may  be  regarded  as  representative  not  merely 
of  the  views  of  individual  Chartered  Accountants,  but 
of  the  leaders  of  the  profession. 


Om  Companlos*  The  question  raised  by  our  correspon- 
Aocoonu.  dent  **  Enquirer  "  last  week  is,  of  course, 
not  one  of  any  vital  importance.  We  may  mention, 
however,  that  it  would,  we  think,  from  every  point  of 
view,  be  preferable  that  the  annuity  payable  to  the  late 
manager  should  be  debited  to  the  Profit  and  Loss 
Account  rather  than  to  the  Revenue  Account.  Such  a 
charge  cannot  be  seriously  regarded  as  part  of  the  cost 


of  the  manufacture  or  distribution  of  gas,  nor  indeed  as 
part  of  the  administrative  expenses,  unless  it  be  retired 
pay  which  was  taken  into  consideration  at  the  time  that 
the  late  manager  was  appointed.  We  take  it  that  it  is 
rather  in  the  nature  of  an  allocation  of  profits,  and  as 
such  would  be  better  debited  to  Profit  and  Loss 
Account. 


Income  Tax. 


In  reply  to  our  correspondent  "  Hope* 
ful,**  whose  letter  we  reproduced  last 
week,  we  may  say  that  a  company  is  not  liable  to  pay 
income-tax  under  the  circumstances  stated.  An  appli> 
cation  for  the  repayment  of  tax  overpaid  may  now 
be  made  in  respect  of  the  current  and  the  two  preceding 
fiscal  years. 


OoTernmont  The  letter  signed  "Marcus,"  which 
Aadlton.  appeared  in  our  Correspondence 
column  last  week,  is  of  interest  as  showing  the  dis- 
advantages under  which  an  undertaking  labours  by 
being  compelled  to  submit  to  the  recommendations  of 
an  official  auditor  upon  questions  of  account-keeping 
upon  which  he  knows  little  or  nothing,  save,  perhaps, 
what  is  absolutely  out  of  date.  Qualified  accountants 
who  are  auditors  do  not  as  a  rule  recommend  altera- 
tions  in  the  system  of  bookkeeping  unless  such 
alterations  are  really  essential  for  the  efficient  checking 
of  the  accounts,  or  their  opinion  has  been  expressly 
invited.  Unqualified  auditors,  however,  naturally  feel  no 
such  diffidence,  and  it  is  thus  by  no  means  surprising 
that  official  auditors  should  attempt  to  force  inadequate 
or  obsolete  methods  of  bookkeeping  upon  the  local 
authorities  which  are  virtually  compelled  to  submit  to 
their  dictation.  Our  correspondent  adds  that  he  is  a 
firm  believer  in  the  Government  Auditor,  provided 
a  qualified  accountant  is  appointed.  If  qualified 
accountants  were  appointed,  many  of  the  objections 
to  the  existing  system  would,  of  course,  be  removed, 
but  the  difficulty  would  not  be  altogether  solved.  It  is 
a  curious  but  undoubted  fact  that  persons  appointed 
to  official  positions  show  a  marked  tendency  to  fossilise 
at  a  comparatively  early  age  :  being  exempt  from  the 
necessities  of  competition,  they  lose  touch  with  what  is 
going  on,  and  rapidly  become  out  of  date.  Thus,  even 
supposing  a  qualified  accountant  be  appointed  as  an 
official  auditor,  the  probabilities  would  appear  to  be 
greatly  in  favour  of  his  being  no  longer  qualified,  in  the 
best  acceptation  of  the  term,  say  ten  years  afterwards. 
The  appointment  of  qualified  men  in  the  first  instanc 
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would  undoubtedly  be  an  enormous  step  in  the  right 
direction,  but  it  would  not  of  itself  obviate  the  objections 
to  official  systems. 


Auditor!  and  the  Our  correspondent  **  Scot,"  whose 
CompanlM  Biu.  letter  appeared  in  our  last  issue,  com- 
plains that  an  amendment  has  been  incorporated  in 
the  Companies  Bill,  which  has  now  passed  through  Ihe 
House  of  Lords,  requiring  that  at  least  one  of  the 
auditors  of  every  company  having  a  nominal  capital  of 
fifty  thousand  pounds  shall  be  a  person  who  publicly 
carries  on  the  business  of  an  accountant.  His  objection 
is  not  that  an  attempt  should  have  been  made  to  restrict 
the  audits  of  important  companies  to  qualified  persons, 
but  is,  apparently,  that  the  clause  as  it  now  stands  will 
make  Chartered  Accountants  who  are  not  in  practice 
unable  to  accept  appointments  as  company  auditors ; 
and  he  thinks  that  the  question  should  interest  the 
younger  members  of  the  Institute,  adding  that  he  pre- 
sumes that  in  England  a  man  intending  to  go  into 
business  usually  gathers  a  few  appointments  before 
putting  up  his  name.  We  trust  that  we  are  not  mis- 
interpreting our  correspondent,  but  we  should  like  to 
point  out  that  Chartered  Accountants  not  in  practice 
are  presumably  in  the  employment  of  those  who  are, 
under  such  circumstances  that  there  is  a  very  clearly 
implied,  if  not  actually  expressed,  arrangement 
between  the  parties  that  the  employer  has  the  benefit 
of  the  whole  of  the  services  and  energies  of  the 
employed.  Few  practitioners  would,  we  imagine,  care 
to  pay  a  regular  salary  to  a  man  who  outside  of  office 
hours  was  actively  engaged  in  competing  with  him  at 
his  own  calling,  for  although  probably  the  actual  com- 
petition itself  would  not  be  serious,  the  fact  of  its 
existence  would  of  necessity  detract  the  best  of  the 
employee's  energies  from  the  work  of  his  employer,  and 
concentrate  them  upon  those  matters  in  which  he  was 
personally  concerned.  We  do  not  know  whether  it 
occurred  to  anyone,  when  this  amendment  was  agreed  to, 
that  it  would  have  the  effect  of  preventing  Chartered 
Accountants'  clerks  from  undertaking  the  audit  of 
important  companies  in  their  spare  time,  but  however 
that  may  be  it  must,  we  think,  be  admitted  that  this  is 
a  most  desirable  e£fect. 


••P.OAV*  and     We  are  not  quite  sure  that  we  grasp 
••A.C.A.-         the  purport  of  the  letter  from  Mr.  C. 
Edgar  Finney,  which  appeared  in  our  issue  of  the  i8th 
ult,  but  if  we  understand  our  correspondent  correctlyi  I 


he  takes  the  view  that  the  funds  of  the  Institute  are 
more  than  ample  for  its  requirements,  and  that  it 
would  be  an  advantage  if  the  income  of  future  years 
were  to  be  reduced  by  the  abolition  of  the  larger  sub- 
scriptions and  fees  charged  to  Fellows,  so  that  the 
distinction  between  F.C.A.  and  A.C.A.,  if  retained  at 
all,  involved  no  difference  in  financial  obligations.  We 
are  afraid  that  these  views  are  not  likely  to  commend 
themselves  to  the  majority.  If  indeed  it  were  admitted 
that  the  income  of  the  Institute  is  unnecessarily  large, 
and  that,  therefore,  a  good  case  had  been  made  out  for 
reducing  subscriptions,  it  would  seem  that  the  younger 
members,  possessing  presumably  the  smallest  incomes, 
could  at  least  establish  a  good  claim  to  participate  in 
that  reduction.  On  the  other  hand,  we  venture  to  think 
that  the  majority  will  take  the  view  that  the  subscrip- 
tions at  present  in  force  are  quite  low,  and  that  those 
who  cannot  afford  to  pay  even  these  are  not  very  likely 
to  prove  desirable  members.  The  question  as  to  the 
necessity  of  piling  up  fimds  at  the  rate  of  three  thousand 
pounds  per  annum  is,  however,  a  somewhat  interesting 
one.  There  is  obviously  nothing  to  be  gained  by 
accumulating  moneys  for  the  mere  sake  of  doing  so,  but 
we  do  not  seriously  suppose  that  it  will  be  found 
impossible  to  make  good  use  of  the  Institute's  funds  in 
the  future. 


Cuttent  Xaw. 


{Undcf  this  heading  are  noted  from  time  to  time  the  saiiemi 
ftaiurts*of  decisions  of  interest  which,  so  far,  have  mei 
appeared  in  our  ^*  Law  Reports,**  As,  however^  these 
notes  are  necessarily  greatly  condensed,  reference  shcteld 
in  all  cases  be  made  to  the  fuller  report  when  it  appears,) 

Administrations. 
In  re  Wedtnore ;  Wedmorc  v,  Wedmore, 

Kekewich,  J. 
Held,  that  a  legacy  given  in  satisfaction  of  a  debt 
abates  with  general  legacies  when  the  estate  is  insuffi- 
cient to  pay  all  legacies  in  full.— (Ttm^,  May  16.) 


Company  Law. 
In  re  Kent  Collieries^  Lim,  ;  Day  v.  The 

Company.  C.A. 

Decision  of  Parker,  J.  (Accountant  Law  Reports, 
XXXVI.,  p.  59),  confirmed.  A  creditor  holding  deben- 
tures as  collateral  security  may  vote  at  a  meeting  of 
debentiure-holders  upon  the  face  value  thereof,  even  if 
in  excess  of  the  amount  due  by  the  company. — (TimcSf 
May  17.) 
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PooU  and  Others  v.  The  National  Bank  of 

China,  Lim.  H.L. 

Held,  confirmiiig  decision  of  Courts  below,  that  a 
scheme  for  reduction  of  capital  is  not  necessarily 
inequitable  because  it  provides  for  the  writing  down  of 
founders*  shares  before  exhausting  an  existing  Reserve 
Fund. — {Times,  May  29.) 


Corre0pon&ence  an&  Enquiries. 


All  communicatlonB  to  the  Editor  should  be 
by  letter  only. 


[We  are  at  all  times  ready  to  insert  correspondence  on 
matters  of  interest  to  the  Profession,  but  we  do  not  of  course 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended  for 
current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents,  not  necessarily  for 
publication,  but  as  a  guarantee  of  good  faith."] 


A  DeflnlUon  of  *•  Capital." 

(To  the  Editor  of  The  Accountant,) 

Sir, — One  of  the  questions  set  by  me  for  the  recent 
Preliminary  Examination  of  the  Institute  of  Bankers 
was — "  Give  your  definition  of  capital  in  respect  of  a 
firm  or  of  an  individual."  One  of  the  answers  reads 
as  follows : — 

"  Capital  is  to  a  firm  or  an  individual  as  coal  is  to  a 
steam  engine." 

Although  not  the  kind  of  answer  I  was  expecting,  it 
is  certainly  not  without  merit,  and  shows  that  the 
candidate  had  grasped  the  general  idea. 

I  send  it  you  as  it  may  interest  your  readers. 
Your  obedient  servant, 

GERARD  VAN  DE  LINDE. 

Thunersee,  Switzerland,  2Sth  May  1907. 


Breweries  and  Income  Tax— Compensation  Charges. 

{To  the  Editor  of  The  Accountant.) 
Sir,— -Referring  to  the  letter  of  Mr.  Daniel  Hill  on 
the  above — ^in  your  issue  of  the  i8th  inst.— I  shall  be 
greatly  obliged  if  he  will  kindly  give  further  particulars 
of  the  claim  put  forth  before  the  Income  Tax  Com- 
missioners. I  have  a  case  now  before  the  Local 
Surveyor  of  Taxes,  who  refuses  to  allow  the  compen- 


sation claim,  and  in  doing  so  says  that  he  is  acting  on 
his  instructions,  as  the  question  has  not  yet  been  settled 
on  appeal.  Mr.  Hill  rightly  says  his  information  is 
indeed  of  interest  to  your  readers.  This  will  no  doubt 
be  increased  by  his  further  reply  to  this  letter. 
Yours  faithfully, 

HAROLD  D.  NEWSUM. 
Doncaster,  zsth  May,  1907. 


Income  Tax. 

{To  the  Editor  of  The  Accountant.) 

Sir,— In  reply  to  "  Hopeful,"  my  firm  have  had  to 

deal  with  a  similar  case,  but  the  Surveyor  of  Taxes,  on 

being  interviewed,  has  allowed  the  payment  of  tax  to 

stand  over  until  the  interest  should  be  paid,  and  where 

a  portion  of  such  interest  has  eventually  been  foregone, 

has  accepted  our  certificate  to  that  e£fect  and  discharged 

the  assessment. 

Yours  truly, 

25/A  May  1907.  LEDGER. 


Company  Accounts. 

{To  the  Editor  of  The  Accountant,) 
Sir, — I  shall  be  glad  to  hear  your  views  as  to  the 

correct   treatment  in  the  accounts  of  the  following 

peculiar  case : — 
A  company  is  floated  for  ;f  8,000,  the  Balance  Sheet 

on  the  company  taking  over  standing  as  follows : — 
Dr. Cr 

Plant,  Machinery,  &c.  /s.ooo 
Goodwill  ..  ..  2,250 
Sundry  Debtors  . .  500 
Stock 25  J 

;^6.ooo 

The  vendor  is  to  receive  5,000  fully  paid-up  ordinary 
shares  to  he  issued  as  and  when  debentures  to  that  value  arc 
taken  up. 

The  reason  the  issue  of  the  shares  to  vendor  is  sub- 
ject to  this  condition  being  that  there  is  not  sufficient 
working  capital,  and  the  vendor  undertakes  to  find  this 
capital  amongst  his  friends  and  relations  on  debenture. 

Contracts  were  entered  into  prior  to  the  incorpora- 
tion of  the  company  to  take  up  ^'2,500  in  debentures. 

Should  a  "  Shares  to  be  Issued  Account "  be  credited 
with  the  ^"5,000  and  the  vendor  debited,  and  as  the 
shares  are  issued  credit  '*  Ordinary  Share  Capital 
Account "  and  debit  '*  Shares  to  be  Issued  Account*'  ? 

Yours  faithfully, 

Leeds,  27th  May  1907.  ENQUIRER. 
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Valuation  of  Stock. 

{To  the  Editor  of  TJU  Accountant.) 

Sir, — A  client  of  mine,  a  trader,  when  closing  bis 
accounts,  values  his  stock  on  hand  at  net  trade  cost, 
that  is,  at  invoice  prices,  less  trade  discount.  He 
almost  invariably  pays  prompt  cash,  and  is  allowed  a 
further  discount  on  that  account. 

I  contend  that  the  cash  discount  should  be  allowed 
for  when  taking  stock ;  but  my  client  demurs  on  the 
ground  that  the  cash  discount  is  a  matter  quite  separate 
from  the  purchase  of  the  goods.  He  says  further  :  — 
*' Suppose  I  do  not  pay  prompt  cash,  and  am  not 
"  allowed  discount,  must  I  still  deduct  from  the  value 
"  of  my  stock  the  discount  I  might  have  earned,  but 
*' actually  did  not  earn  ?"  I  say  that  theoretically  he 
should  do  so. 

Can  you  inform  me  if  my  view  is  general  amongst  the 
profession  ? 

Yours  faithfully. 


2yth  May  1907. 


VIGILANT. 


Accounts  and  Statistics. 

{To  th€  Editor  of  The  Accountant.) 
Sir,— I   beg  to  apply  to  you    with    the    following 
question :  Could  you  kindly  give  me  the  name  of  a  book 
treating  on  Statistics  as  applied  in  Accounts  ? 

It  seems  rather  difficult  to  find  some  literature  on  this 
subject  in  another  than  the  English  language. 

Tendering  you  beforehand  my  sincere  thanks  for  your 
kind  information, 

I  am,  dear  Sir,  yours  truly, 
AmsUrdam,  27th  May  1907.  S.  HOQFIEN. 


The  Question  of  an  Audttorsliip. 

{To  the  Editor  of  The  Accountants) 

Sir — In  your  Weekly  Notes  in  the  issue  for  the  25th 
May,  under  the  heading  "  The  Question  of  an  Auditor- 
ship  "  we  notice  certain  details,  taken  from  The  Financial 
News,  of  a  case  in  the  Chancery  Division  before  Mr. 
Justice  Kekewich,  in  which  we  were  the  plaintiffs.  As 
the  report  you  quote  is  somewhat  misleading,  we  give 
for  your  information  the  true  facts  of  the  case. 

At  the  annual  general  meeting  of  the  company  in 
>bruary    1906    a   committee   of   shareholders    was 


appointed,  and  amongst  other  recommendations  in 
their  report  was  one  to  the  effect  that  it  was  undesirable 
that  the  auditor  of  the  company  should  be  a  partner  in  a 
firm  of  Chartered  Accountants,  in  which  one  of  the  directors 
of  the  company  was  also  a  partner,  as  was  the  position  in 
this  case. 

At  the  annual  general  meeting  in  February  1907  we 
were  nominated  as  auditors  in  accordance  with  the  recom- 
mendation contained  in  the  report  above-mentioned  io 
opposition  to  the  retiring  auditor,  and  on  a  show  of 
hands  were  duly  elected.  Thereupon  the  Chairman  of 
the  company,  notwithstanding  that  he  had  stated  at  the  com- 
mencement of  the  meeting  that  the  question  of  the  auditor  was 
a  matter  for  the  shareholders,  which  was  also  stated  in  the 
directors*  reply  to  the  shareholders*  Committee  report^ 
demanded  a  poll,  as  a  result  of  which  poll  we  were  defeated. 
It  subsequently  transpired  that  the  poll  had  not  been 
properly  demanded  in  accordance  with  article  No.  61  of 
the  articles  of  association,  which  states  inter  alia  "  That 
**  a  poll  must  be  demanded  in  writing  by  at  least  five 
"  members  of  the  company." 

We  were,  therefore,  advised  by  our  solicitors  that  we 
were  the  duly  elected  auditors  of  the  company,  and  after 
correspondence  on  the  matter  extending  over  two  months,  and 
a  demand  under  Section  23  of  the  Companies  Act,  1900, 
to  exercise  our  rights  as  auditors,  which  was  refused,  we 
were  compelled,  in  order  to  obtain  a  settlement  of  the 
matter,  to  issue  a  writ  against  the  company  to  obtain  a 
declaration  that  we  were  the  duly  elected  auditors,  and 
also  a  motion  restraining  the  former  auditor  from  acting 
as  such. 

At  the  hearing  of  the  action  on  May  16th  before 
Mr.  Justice  Kekewich,  who  stated  that  in  bis  opinion 
it  was  very  improper  for  the  auditor  of  a  company  to  be 
a  partner  of  one  of  the  directors,  the  defendants  acknowledged 
the  illegality  of  the  poll  and  proposed  a  settlement  on  the 
following  terms:— That  the  former  auditor  and  our- 
selves should  retire  in  so  far  as  either  had  been  elected, 
thereby  leaving  the  company  without  an  auditor,  and 
that  his  Lordship  should  nominate  an  independent 
auditor  as  is  stated  in  your  report.  We  were  advised 
by  our  counsel  to  agree  to  this  settlement,  as  he  pointed 
out  that  we  could  not  professionally  thrust  ourselves 
on  unwilling  clients. 

Yours  faithfully, 
GEDGE,  ILOTT  &  McLEOD. 
London,  zSth  May  1907. 


June  I,  1907. 


THE    ACCOUNTANT 


747 


XCbe  Socfetp  of  Hccountants  an&  HuMtors 

(Incorporated  1885). 


Annual  Qeneral  Meeting,— The  Question  off 
Registration. 


The  tweaty-second  annual  general  meeting  of  the 
Society  of  Accountants  and  Auditors  (Incorporated  1885) 
was  held  on  Thursday,  May  23,  at  Salisbury  House, 
London  Wall,  E.G.,  Mr.  Wm.  G.  Rayner,  the  President, 
in  the  chair. 


The  Secketary  (Mr.  James  Martin)  read  the  notice  con- 
vening  the  meeting  and  the  report  of  the  Auditors. 

The  following  are  the 

REPORT  AND  ACCOUNTS. 

The  Council  have  pleasure  in  submitting  to  the  members 
their  twenty-second  annual  report. 

The  names  of  122  new  members  were  entered  upon  the 
Society's  roll,  12  student  members  (elected  prior  to  1902) 
qualified  as  Associates,  and  28  Associates  were  advanced  to 
the  degree  of  Fellow. 

The  figures  for  the  past  three  years  show  : — 

1904  1905  1906 

New  Members  Elected  . .        66        92  122 

Student      Members      Elected 

Associates 45        28  12 

Associates  Elected  Fellows   . .         15        29  28 

The  total  number  of  members  on  the  roll  on  December 
31st  last  was  2. 1 1 1,  and  consisted  of  828  Fellows  and  1,282 
Associates,  and  one  honorary  member  not  otherwise 
included.  At  the  close  of  the  year  there  still  remained  in 
addition  70  student  members  elected  prior  to  1902.  Three 
Fellows  also  rank  as  honorary  members. 

The  Council  regret  that  the  deaths  of  eleven  Fellows  and 
ten  Associates  were  reported  during  the  year. 

The  number  of  candidates  at  the  Preliminary,  Inter- 
mediate, Final,  and  Equivalent  to  Final  Examinations  wa^ 
309,  of  whom  224  passed  and  85  failed. 

Compared  with  the  two  previous  years,  the  results  are : — 

Total  Passed        Failed 

1904  ..        ..  247  169  78 

1905  ..         ,.  289  210  79 

1906  ..         ..            309  224  85 
Prizes  and  Honours  Certificates  were   awarded  to   the 

following  candidates : — 

Final  Examination. 
Prizes  and  1st  Certificates  of  Merit. 
Allen,  Albert,  Sheffield  (December  1906). 
Saunders,  Albert  Frederick,  London  (May  1906). 

Priu  and  2nd  Certificate  of  Merit. 
Wetherall,    Robert   Alexander,    Stalybridge    (December 
1906). 


2Hd  Certificate  of  Merit, 
Wainhouse,  Tom  Wilkinson,  Halifax  (May  1906). 

yd  Certificates  of  Merit, 
McKenzie,  William  Metcalf,  Sunderland  (May  1906). 
Townsend,  Charles,  Leeds  (December  1906). 

4lh  Certificates  of  Merit, 
Crew,  Frank  Arthur,  London  (December  1906). 
Dewhurst,  William  Edward,  Manchester  (May  1906). 

5/A  Certificates  of  Merit, 
Batliboi,  Jamshed  Rustamjee,  London  (December  1906). 
Rattenbury.  Frank  Waller,  London  (May  1906). 

6th  Certificate  of  Merit. 
Milne,  James  Leslie,  Bootle  (December  1906). 

yth  Certificate  of  Merit, 
Gill,  Arthur  Frederick,  London  (December  1906). 

Sth  Certificate  of  Merit. 
Hales,  Arthur  Henry,  London  (December  1906). 
Intermediate  Examination. 
PriMCS  and  First  Place  Certificates. 
King,  Percy  Gordon,  Great  Yarmouth  (May  1906). 
Tabbem,  Ernest  Cecil  Hawksworth,  Leicester  (December 
1906). 

2nd  Place  Certificates. 
BarrowclifF,  Charles  Percival,  Stockton-on-Tees  (December 
1906). 
Crosland,  Arthur,  Huddersfield  (May  1906). 

yd  Place  Certificate. 
Gaunt,  Bernard  Arthur,  Leeds  (December  1906). 
The  Council,  on  the  advice  of  the  examiners,  have 
adjudged  Mr.  Albert  Frederick  Saunders,  clerk  to  Messrs. 
Spicer  &  Pegler.  London,  to  be  the  best  candidate  for  the 
year  in  the  Final  Examination,  and  have  awarded  him  the 
Society's  Gold  Medal. 

The  Council  have  also  awarded  Silver  Medals  to  Mr. 
Albert  Allen,  clerk  to  Messrs.  T.  G.  Shuttleworth  &  Sons, 
Sheffield,  and  Mr.  Robert  Alexander  Wetherall,  clerk  to 
Mr.  W.  I.  Mason,  Borough  Accountant,  Stalybridge. 

The  Council,  having  considered  the  desirability  of  estab- 
lishing an  age  limit  in  connection  with  the  award  of  prizes 
and  medals,  decided  that  no  candidate  shall  be  eligible  for  a 
medal  or  prize  in  the  Final  Examination  who  is  above  the 
age  of  thirty  years,  and  in  the  Intermediate  Examination 
who  is  over  the  age  of  twenty-five  years. 

Thirty  meetings  of  the  Council  and  Committees  were 
held  during  the  year.  Members  of  the  Council  and  officers 
of  the  Society  also  took  charge  of  the  examinations  in 
London,  Manchester,  Glasgow,  and  Dublin,  held  in  the 
months  of  May  and  December.  At  the  provincial  centres 
assistance  was  rendered  to  the  Council  by  other  members  of 
the  Society. 

The  hearing  of  the  action  of  the  Society  of  Accountants  and 
Auditors  v.  Goodway  and  the  London  Association  of  Accountants, 
Lim.f  did  not  take  place  until  January  28th,  when  the  case 
came  before  Mr.  Justice  Warrington  in  the  High  Court  of 
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Justice,  Chancery  Division.  After  a  trial  extending  over 
four  days,  an  injunction  was  granted  perpetually  restraining 
the  defendant,  Mr.  George  Albert  Goodway,  from  using  in 
connection  with  his  business  of  accountant  and  debt  col- 
lector, or  either  of  such  businesses,  the  title  or  designation 
*' Incorporated  Accountant,'*  and  from  using  in  letters, 
accounts  or  notices,  or  any  circulars,  or  other  advertisements 
the  designation  of  **  Incorporated  Accountant "  or  any 
designation  only  colourably  differing  therefrom  in  such  a 
way  as  to  represent  or  lead  to  the  belief  that  the  defendant 
is  a  member  of  the  plaintiff  Society. 

The  learned  Judge  also  granted  an  injunction  perpetually 
restraining  the  defendants.  The  London  Association  of 
Accountants,  Lim.,  from  holding  out,  or  representing  by 
advertisement,  circulars,  or  otherwise,  that  its  members  are 
entitled  to  use  the  designation  "  Incorporated  Accountant " 
or  any  designation  only  colourably  differing  therefrom  in 
such  a  way  as  to  represent  or  lead  to  the  belief  that  its 
members  are  members  of  the  Society  of  Accountants  and 
Auditors. 

Notice  of  an  appeal  was  lodged  by  the  defendants,  but  has 
since  been  withdrawn. 

In  response  to  an  invitation  received  from  the  Council  oi 
the  Institute  of  Chartered  Accountants,  the  Council 
appointed  the  President,  the  Vice-President,  the  Chairman 
of  the  Parliamentary  Committee,  and  the  Secretary  as 
representatives  of  the  Society  to  discuss  with  representatives 
of  the  Institute  proposals  for  a  Registration  Bill  for  England 
and  Wales.    The  matter  is  still  under  consideration. 

A  Bill  for  thie  registration  of  accountants  in  Natal  was 
rejected  by  the  Legislative  Assembly  "in  Committee  on 
third  reading "  by  a  small  majority.  Steps  have  been 
taken  for  again  bringing  the  matter  forward.  With  the 
object  of  obtaining  legislative  recognition  in  Cape  Colony, 
the  Society  of  Accountants  in  Cape  Colony  has  been 
formed,  of  the  Committee  of  which  four  members, 
includdng  the  Chairman,  are  Incorporated  Accountants. 

The  Chartered  Societies  Bill,  referred  to  in  the  annual 
reports  for  1904  and  1905,  has  been  withdrawn.  The 
Public  Trustee  Act^  establishing  the  office  of  public 
trustee  for  the  administration  of  estates,  received  the 
Royal  Assent  on  the  21st  December  last.  The  Trust 
Accounts  Audit  Bill,  prescribing  for  a  system  of  compul- 
sory audit  of  the  Capital  Accounts  of  trusts,  was  not  pro- 
ceeded widi.  The  Government  have  introduced  into  the 
House  of  Lords  the  Companies  Bill,  founded  upon  the 
recommendations  of  the  Departmental  Committee,  which 
was  appointed  by  the  Board  of  Trade  in  1905,  and  which 
presented  its  report  in  June  1906.  The  Bill,  which  is  being 
caxefully  watched  by  the  Council,  includes  amongst  its 
main  provisions  a  xequirement  that  every  company  shall 
annually  forward  to  the  Registrar  "a  statement  of  its 
"afiairs    ....    in  the  form  of  a  Balance  Sheet,  audited 


**by  the  company's  auditors,  dnd  containing  a  summary 
"of  its  capital,  its  liabilities,  and  its  assets,  giving  such 
"particulars  as  will  disclose  the  nature  of  such  liabilities 
"and  assets,  and  how  the  values  of  the  fixed  assets  have 
"  been  arrived  at ;  but  the  Balance  Sheet  need  not  include 
"a  statement  of  profit  and  loss."  The  suggestion  sub- 
mitted by  the  Council  to  the  Board  of  Trade  Committee 
that  one  at  least  of  the  auditors  should  be  a  qualified  pro- 
fessional accountant  has  not,  so  far,  been  adopted. 

The  Board  of  Trade  having  appointed  a  Committee  to 
inquire  into  and  report  upon  the  effect  of  the  provisions 
of  the  laws  at  present  in  force  in  the  United  Kingdom  in 
relation  to  bankruptcy,  deeds  of  arrangement,  and  com- 
positions by  insolvent  debtors  with  their  creditors,  and  the 
prevention  and  punishment  of  frauds  by  debtors  on  their 
creditors,  and  the  points  and  matters  in  which  those  laws 
and  the  procedure  and  administration  under  them  require 
amendment,  the  Vice-President,  Mr.  Harry  Lloyd  Price, 
attended  before  the  Committee  and  gave  evidence  on 
behalf  of  the  Society. 

The  Autumnal  Conference  of  Incorporated  Accountants 
was  held  in  London  on  October  4th,  5th,  and  6th  in  cele- 
bration of  the  twenty-first  anniversary  of  the  foundation 
and  incorporation  of  the  Society.  The  business  proceed- 
ings were  conducted  in  the  Cordwainers'  Hall,  kindly  lent 
to  the  Society  by  the  Worshipful  Company  of  Cord- 
wainers. A  presidential  address  was  delivered  by  Mr. 
W.  G.  Rayner  on  the  position  and  progress  of  the  account- 
ancy profession  during  the  past  twenty-one  years,  and  sub- 
sequently resolutions  were  moved  by  Mr.  James  Martin. 
Secretary  of  the  Society,  expressing  the  need  of  the  regula- 
tion and  control  of  public  accountants  by  statute  through- 
out the  British  Dominions,  and  by  Mr.  Charles  H.  Wilson, 
expressing  regret  that  effect  had  not  been  given  to  the 
unanimous  recommendations  of  the  Joint  Select  Com- 
mittee of  both  Houses  of  Parliament  on  Municipal 
Trading,  as  regards  the  appointment  of  professional 
auditors  of  Municipal  Accounts. 

On  the  resumption  of  the  business  of  the  conference 
Mr.  Harry  L.  Price  read  a  paper  on  "  Bankruptcy  Reform," 
which  was  followed  by  the  discussion  of  a  resolution 
moved  by  Mr.  Arthur  £.  Green,  expressing  the  desirability 
that  in  any  amendment  of  the  insolvency  laws  provision 
should  be  made  by  which  under  deeds  of  arrangement  a 
small  minority  of  creditors  should  be  bound  by  the 
majority. 

The  members  of  the  Society  and  their  ladies  were  enter- 
tained at  luncheon  by  the  President,  and  on  the  invitation 
of  the  Lord  Mayor,  Sir  Walter  Vaughan  Morgan,  Bart., 
and  the  Lady  Mayoress,  a  reception  to  meet  the  President, 
Council,  and  members  of  the  Society  was  given  at  the 
Mansion  House. 
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The  banquet  of  the  Society  was  held  at  the  Whitehall 
Rooms  of  the  Hotel  M^tropole,  the  President  in  the  chair, 
who  was  supported  by  the  Lord  Mayor  and  Sheriffs  of 
London,  the  Agents-General  of  the  principal  Colonies, 
several  members  of  Parliament,  the  Presidents  of  the  Law 
Society,  the  Institute  of  Chartered  Accountants  in 
England  and  Wales,  the  Society  of  Accountants  in  Edin- 
burgh, and  many  other  public  men. 

Visits  were  paid  to  the  Houses  of  Parliament  and  West- 
minster Abbey,  also  to  Kingston-on-Thames  and  Hampton 
Court,  special  arrangements  being  made  in  each  case  for 
the  reception  of  the  Society. 

Votes  of  thanks  have  been  accorded  on  behalf  of  the 
Society  to  the  Lord  Mayor  and  Lady  Mayoress,  the 
Worshipful  Company  of  Cordwainers,  the  Lord  Great 
Chamberlain,  the  Dean  of  Westminster,  the  Rev.  Canon 
Duckworth,  the  Mayor  of  Kingston-on-Thames,  and  also 
to  the  President  of  the  Society  and  Mrs.  Rayner.  These 
votes  have  been  suitably  engrossed  and  sealed  with  the 
Society's  seal.  The  proceedings  of  the  conference  have 
been  recorded  in  book  fonn,  and  copies  have  been 
forwarded  to  the  members. 

By  mutual  agreement  between  the  Council  and  the  Sec- 
retary the  existing  arrangements  for  the  accommodation  of 
the  Society's  offices  and  library  will  be  terminated  at  the 
close  of  1908.  The  Council  are  giving  careful  considera- 
tion to  the  matter  of  the  future  housing  of  the  Society  in 
a  manner  worthy  of  its  position,  and  the  co-operation  of 
the  members  will  be  asked  for  the  attainment  of  an  object 
which  is  in  the  interests  of  all  Incorporated  Accountants. 

The  Council  of  the  Scottish  Branch  and  the  Committee 
in  Ireland  have  afforded  the  Council  every  assistance  in 
carrying  on  the  Society's  work. 

The  Committees  in  Australia,  South  Africa,  and  Canada 
have  cordially  co-operated  with  the  Council  in  all  matters 
affecting  the  welfare  of  professional  accountants  in  the 
British  Dominions. 

Owing  to  the  increasing  importance  of  professional 
interests  in  South  America,  the  Council  have  requested  a 
small  Committee,  composed  of  Fellows  of  the  Society  resi- 
dent in  Buenos  Aires,  to  watch  the  interests  of  Incorpo- 
rated Accountants  in  the  Argentine. 

The  District  Societies  of  Incorporated  Accountants  in 
England  and  Wales  have  maintained  their  work  in  a  state 
of  efficiency.  The  Manchester  and  District  Society  of 
Incorporated  Accountants  has  attained  the  twenty-first 
anniversary  of  its  foundation.  The  occasion  was  celebrated 
by  a  banquet,  attended  by  the  Lord  Mayor  and  many  lead- 
ing citizens  of  Manchester. 

The  Incorporated  Accountants*  Students'  Society  of 
London  has  continued  its  useful  work,  and  volume  la  of 


its  "  Transactions  "  has  been  published,  with  the  assistance 
of  a  grant  from  the  Society.  The  Birmingham  and  Mid- 
land Students'  Society  has  also  carried  on  its  usual  course 
of  lectures  and  classes. 

The  Society's  Library  is  well  maintained  and  utilised. 
"The  Incorporated  Accountants*  Year  Book"  for  1906-7 
has  been  widely  circulated.  The  Incorporated  Accountants* 
Journal  maintains  its  position  as  the  official  organ  of  the 
Society  and  as  a  means  of  professional  communication. 

The  Council  have  had  to  deplore  the  death  of  Mr.  H. 
Turton  Norton,  the  late  senior  partner  in  the  firm  of  the 
solicitors  to  the  Society.  The  Council,  on  behalf  of  the 
members,  have  expressed  their  sorrow  at  the  loss  of  a  wise 
counsellor  and  firm  friend  during  a  period  of  twenty-one 
years. 

At  a  meetimg  of  the  Council  held  upon  the  conclusion  of 
the  twenty-first  annual  meeting  of  members,  Mr. 
William  George  Rayner,  of  London,  was  unanimously 
re-elected  to  the  office  of  President,  and  Mr.  Harry  Lloyd 
Price,  of  Manchester,  to  the  office  of  Vice-President. 

The  following  members  of  the  Council  retire  under 
Article  49,  and,  being  eligible,  offer  themselves  for 
re-election :  — 

ILondon* 

Mr.  Ernest  William  Ellis  Blandford. 
„     George  Stanhope  Pitt. 
„     Walter  James  Smith. 

Provinces. 
Mr.  John  Eley  Bryan,  Nottingham. 
„    Gwilym  Arnold  Evans,  Mountain  Ash. 
„    John  King,  Wigan. 
„    Frederic  Walmsley,  Manchester. 
„    Edward  Whit  taker,  Southampton. 

The  retiring  Auditors  are  Mr.  Jonathan  Yates  Mould,  of 
London,  and  Mr.  Edwin  James  Bullough,  of  Blackburn, 
who,  being  eligible,  offer  themselves  for  re-election  in 
accordance  with  Article  85. 

The  accounts  for  1906,  duly  audited,  are  annexed  to 
this  Report. 

Wm.  Geo.  Rayner,  President, 
Harry  L.  Price,  Vice-President, 
James  Martin,  Secretary. 

4  King  Street,  Cheapside, 
London,  E.C. 

2^h  March  1907. 
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Revenue    Account  for  the  Year  ended  31st  December  1906. 


Cr. 


Expenditure. 

£     s    d  £      s  d 
To  Travelling   Expenses    of   Members  of   the 

Council 389    7  5 

m   Salaries  of   Secretary,  Assistant  Secretary 

and  Librarian 500    o    o 

V  Salaries  of  Clerks  and  Clerical  Assistance  . .    400    o    o 
H    Rent  of  Offices,  Heating,  Telephone,  &c.    . .    250    o    o 

1,150    o  o 

•  Stationery  and  Printing,  including  List  of  Members     . .  678    6  6 

»    Postages  and  Telegrams          207  11  11 

„    Miscellaneous  Expenses          184  13  3 

•  Legal  Expenses 20  14  i 

m   Advertisements 236  18  9 

V  Do.         in  Journal,  and  extra  copies  for  distribution  157  10  o 

g    Expenses  of  Examinations 672    9  2 

m    Grants  to  District  Societies  of  Incorporated  Accountants  149    2  o 

0   Grants  to  Incorporated  Accountants  Students'  Societies  36  15  o 

•  Reports  of  Meetings 23  16  10 

»    Prizes  at  Final  and  Intermediate  Examinations  . .        . .  27  14  o 

«    Honorarium  to  Australian  Agent       10  10  o 

•  Auditors'  Fees  and  Expenses 26  ig  o 

w    Subscriptions  and  Contributions  to  Chambers  of  Com- 
merce in  the  United  Kingdom 32    o  6 

«    Corporation  Duty           9  19  a 

m    Depreciation  of  Furniture  and  Library 65    7  o 

•  Balance,  being  surplus  of  Income  over  Expenditure  for 

the  year 415  15  10 


£4.495  10    5 


Income. 

£     s  d        £      s    d 
By  Subscriptions— 

825  Fellows i»48a    1  6 

1,275  Associates ri26i    6  3 

70  Students 36  '5  o 

2,780    2    9 
»    Arrears  of  Subscriptions         19  19    o 

2,8oo    I     9 
Less  Amount  payable  to  Scottish  Branch 

as  per  Articles        112    7    o 

2.687  14    9 

•   Entrance  Fees— 

38  Fellows 252    o    o 

124  Associates 613    4    o 

865    4    o 

m    Examination  Fees  662    o    6 

M    Dividends  on  Investments  {less  Tax)  193  14    4 

n    Sale  of  Publications,  Advertisements,  &c 86  16  10 


£4^5  ro    5 


Dr. 


Balance    Sheet,  31st  December  1906. 


Cr. 


£     s    d       £     s    d 

To  Sundry  Creditors 1,061    5    2 

m    Subscriptions  for  1907  (paid  in  advance) 51  19    6 

m   Examination  Fees  (paid  in  advance) 85    i    o 

m    Revenue  Account- 
Balance  at  3xst  December  1905     . .        . .    6,494  x6  10 
^(i<{  Surplus  for  1906         4151510 

6,910  12    8 
Less  Amount  paid  on  account  of  Costs  of 
Action  for  protection  of  Designation 
"  Incorporated  Accountant "     ..  400    o    o 

6,510  12    8 


£7,708  18    4 


£     s    d      £     s 

By  Cash  at  Bank  of  England  276  16  10 

Less  Petty  Cash  due  to  Secretary  ..         10    5    6 

266  II 

*    Investments  at  Cost— 

/x, 000  OS,  od.  2i%  Consols 916    i    9 

£i,x29  7s,  2d.  India  3J%  Stock  . .  . .  1,272  4  3 
£250  OS.  od.  Local  Loans  3%  Stock  . .  248  16  o 
£800  OS.    od.  Warrington   Corporation 

3j%  Bonds 80000 

£500  OS.  od.  Blackburn  Corporation  3^% 

Bonds  500    o    o 

£200  OS.  od.   Nottingham  Corporation 

3%  Stock X92    o    o 

[5000s.  od.  Leeds  Corporation  3%  Stock  463  7  o 
[200  OS.  od.  Met.  Ry.  sh%  l^eo.  Stock  270  18  6 
^200  OS.  od.  G.  E.  Ry.  4%  Deb.  Stock  291  2  6 
ri6i  OS.  od.  G.  E.  Ry.  4%  Pref.  Stock  200  o  o 
^200  OS.  od.  G.  N.  Ry.  4%  Pref.  Stock  252  o  o 
r4oo  OS.  od.  G.  C.  Ry,  5%  1881,  Pref. 

Stock 637    2    o 

£150  OS.  od.  G.  W.  Ry.  5%  Guar.  Stock  248  19  o 
£240  OS.  od.  Madras  Ry,  5%  Guar.  Stock       357    8    6 

6.649  «9 

Furniture 339    i 

Library         241    5 

Sundry  Debtors 212    i 


£7,708  18    4 


We  certify  that  all  our  ret^uirements  as  Auditors  have  been  complied  with.  We  have  examined  the  foregoing  Accounts  for  the  year  endetl 
December  31st  1006,  together  with  the  books  and  vouchers  of  the  Society,  and  we  find  same  to  be  properly  drawn  up  so  as  to  exhibit  a  troe  and 
correct  view  of  the  state  of  the  Society's  affairs.    We  have  also  verified  the  Investments  as  set  out. 


London,  17th  April  1907. 


J.  Yates  Mould,   )    Incorporated  Accoyntants, 

E.  J.   BULLOUGH,    I 


AudUon. 


The  President,  who  was  very  enthusiastically  received, 
then  addressed  the  meeting  as  follows  :  Gentlemen,  In  pre- 
siding over  your  annual  meeting  for  the  third  and  last 
time,  it  is  a  matter  of  great  satisfaction  to  me  that  I  can 
adopt  a  more  optimistic  tone  with  regard  to  the  profes- 
sional position  than  on  the  two  previous  occasions.  I 
inted  out  in  my  address  last  October,  delivered  at  our 


twenty-first  anniversary  celebration,  that,  although  the 
progress  of  our  Society  was  in  every  way  satisfactory,  the 
position  of  the  profession  as  a  whole  in  the  United  King- 
dom could  hardly  be  considered  in  the  same  light,  but  in 
the  few  short  months  which  have  elapsed  since  November 
last  matters  have  progressed  wiith  greater  rapidity  than 
appeared  to  us  possible  twelve  months  ago.    In  the  course 
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of  my  observations  on  the  year's  work  I  will  endeavour  to 
point  out  to  you  the  events  which  have  led  up  to  the 
favourable  change  in  the  situation.  Dealing  first  of  all 
with  the  report  of  the  Council,  the  total  number  of 
members  on  the  roll  on  December  31st  last  was  2,111,  and 
consisted  of  828  Fellows,  1,282  Associates,  and  one 
honorary  member  not  otherwise  included.  You  will 
observe  that  the  Council  has  now  ceased  to  include  the 
student  members  as  a  part  of  the  Society's  roll.  Some 
seventy  of  these  gentlemen  who  passed  the  Intermediate 
Examination  previous  to  1902  still  kept  their  names  on  the 
Society's  books  at  the  close  of  the  year,  and  the  Council 
have  called  upon  them  either  to  pass  the  Final  Examina- 
tion during  1907  or  in  default  to  send  in  their  resignations. 
Altliough  the  Council  are  most  anxious  not  to  act  harshly 
in  any  individual  cases,  it  has  been  found  absolutely  neces- 
sary to  deal  with  the  matter  on  the  lines  indicated,  in  the 
interests  of  the  Society.  The  Council  only  granted  through- 
out the  year  ten  direct  elections  to  Fellowship — namely, 
six  in  England,  two  in  Scotland,  and  two  in  South  Africa. 
The  number  of  Associates  who  applied  for  and  obtained 
election  as  Fellows  Was  28,  as  against  29  in  1905  and  15  in 
1904.  This  number  is  hardly  satisfactory,  as  I  think  it 
should  be  the  ambition  of  every  practising  member  of  not 
less  than  three  years^  standing  to  have  his  name  included 
amongst  those  of  the  senior  members  of  the  Society.  You 
will  notice  the  large  increase  in  the  number  of  new  Asso- 
ciates who  came  to  us  through  the  examination  room. 
J>ealing  more  particularly  with  the  examinations,  the 
number  of  candidates  shows  a  steady  and  satisfactory 
increase,  as  you  will  see  by  the  comparative  figures  of 
three  years  given  in  the  report.  This  increase  is  more 
marked  if  I  go  back  to  1900,  when  the  number  of  candi- 
dates sitting  was  158 ;  in  1901  it  was  232 ;  1902,  204 ;  1903, 
225;  1904,  247;  1905,  289;  and  1906,  309.  (Applause.) 
While  the  Council  is  anxious  not  to  exclude  from  the 
membership  of  the  Society  any  really  qualified  person — 
and  our  articles  are,  I  think,  wisely  framed  so  as  to  leave 
it  wdthin  the  power  of  the  Council  specially  to  deal  with 
such— yet  I  feel  sure  the  Council  and  the  members  arc  all 
agreed  that  entrance  to  the  Society  must  be  by  proper  and 
efficient  examination  tests.  (Hear,  hear.)  ITie  honours 
list  is  again  a  satisfactory  one  in  the  Final  Examination. 
Hefore  this  meeting  concludes  I  shall  have  the  pleasure  on 
your  behalf  of  handing  the  Society's  gold  medal  to  Mr. 
.\lbert  Frederick  Saunders,  who  has  been  adjudged  to  be 
the  best  candidate  for  the  year  in  the  Final  Examination. 
(Applause.)  The  Council  have  also  awarded  silver  medals 
to  Mr.  Albert  Allen  and  Mr.  Robert  Alexander  Wetherall, 
both  of  whom  presented  excellent  papers  in  their  Final 
Examination.  Since  the  report  was  signed  the  Council 
have  resolved  to  bracket  a  Victorian  candidate  with  the 


fourth  candidate  in  the  Final  Examination,  which 
position,  of  course,  carries  with  it  the  corresponding 
certificate  of  merit.  This  is,  I  believe,  the  first  honours 
certificate  awarded  outside  the  United  Kingdom  to  a  can- 
didate. The  Council,  as  you  will  note,  have  established 
an  age  limit  in  connection  with  the  award  of  prizes  and 
certificates,  the  effect  of  which  will  be  to  prevent  any  can- 
didate who  is  above  the  age  of  thirty  years  receiving  a 
medal  or  prize  in  the  Final  Examination,  and  will  also 
render  ineligible  for  a  prize  in  the  Intermediate  examina- 
tion any  candidate  of  more  than  twenty-five  years  of  age. 
These  restrictions  have  become  necessary  having  regard  to 
the  fact  that  candidates  of  long  service  in  the  offices  of 
professional  accountants  are  admitted  to  the  examinations 
without  undergoing  articles.  The  number  of  meetings  of 
the  Council  and  Conmiittees  appears  to  be  three  short  of 
those  held  in  1905,  but  if  this  is  the  actual  record  from  the 
Attendance  Book  all  I  can  say  is  that  it  has  little  relation 
to  the  amount  of  work  we  have  had  to  perform.  I  think 
the  Vice-President  and  the  Chairmen  of  our  respective 
Committees  will  bear  me  out  when  I  say  that  the  Society 
has  been  ever  with  us  from  the  beginning  to  the  end  of  the 
year,  and  it  has  been  a  hard  job  to  escape  from  the  exact- 
iag  duties  which  membership  of  this  Council  involves.  I 
am  pleased  to  say  that  the  Disciplinary  Committee  has 
not  had  occasion  to  make  a  report  to  the  Council  for  the 
exclusion  of  any  member  of  the  Society.  (Applause.)  It 
must,  however,  be  borne  in  mind  that  the  work  of  the 
Committee  is  lightened  by  the  fact  that  under  the  Society's 
articles  any  member  who  becomes  bankrupt,  or  makes  or 
agrees  to  make  any  assignment  for  the  benefit  of  his 
creditors,  or  pays  or  proposes  to  pay  any  c(jmposition  to 
his  creditors,  or  enters  into  any  assignment  by  way  of  trust 
for  his  creditors,  or  executes  any  similar  deed  or  agree- 
ment, or  takes  or  attempts  to  take  the  benefit  of  any 
statutory  provision  for  arrangement  with  his  creditors,  at 
once  ceases  to  be  a  member  of  the  Society.  It  cannot  be 
too  widely  known  that  as  a  Society  we  do  not  jjermit  any 
person  to  remain  on  our  roll  who  pays  less  than  20s.  in  the 
J^  in  satisfaction  of  his  liabilities.  (Applause.)  Twelve 
months  ago  I  informed  you  that  an  action  by  the  Society 
against  a  Mr.  Goodway  and  the  London  Association  of 
Accountants,  Lim.,  was  then  before  the  Courts.  This 
action  did  not  come  on  for  trial  until  the  close  of  January 
last,  when,  after  a  hearing  extending  over  four  days,  the 
learned  Judge  granted  an  injunction  restraining  the 
defendant,  Mr.  George  Albert  Goodway,  from  using  in 
connection  with  his  business  of  accountant  and  debt 
collector,  or  either  of  such  businesess,  the  title  or  designa- 
tion "  Incorporated  Accountant  "—(applause) — and  from 
using  in  letters,  accounts,  or  notices,  or  any  circulars,  or 
other    advertisements   the    designation    of    ""  Incorporated 
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Accountant,"  or  any  designation  only  colonrably  differing 
therefrom,  in  such  a  way  as  to  represent  or  lead  to  the 
belief  that  the  defendant  is  a  member  of  the  plaintiff 
Society.  The  learned  Judge  also  granted  an  injunction 
restraining  the  defendants,  the  London  Association  of 
Accountants,  Lim.,  from  holding  out,  or  representing  by 
advertisement,  circular  or  otherwise,  that  its  members  are 
entitled  to  use  the  designation  "  Incorporated  Accountant," 
or  any  designation  only  colourably  differing  therefrom,  in 
such  a  way  as  to  represent  or  lead  to  the  belief  that  its 
members  are  members  of  the  Society  of  Accountants  and 
Auditors.  This  judgment  has  given  the  greatest  satisfac- 
tion not  only  to  the  members  of  the  Society,  but  through- 
out the  profession.  (Hear,  hear.)  Until  Mr.  Justice 
Warrington's  decision  no  protection  had  hitherto  been 
granted  in  England  to  a  professional  designation  of  this 
character,  and  counsel,  in  arguing  the  case  for  the  Society, 
had  to  fall  back  exclusively  on  the  Scottish  case  of  the 
Society  of  Accountants  in  Edinburgh  and  others  v.  The  Cor- 
poration of  Accountants i  Lim.,  and  others.  On  the  facts  of 
the  case,  which  were  proved  by  a  large  numiber  of  wit- 
nesses called  on  the  Society's  behalf,  it  was  established 
that  the  use  of  the  term  "Incorporated  Accountant"  by 
the  members  of  the  Society,  and  the  absence  of  the  use  of 
that  desig'nation  by  other  persons,  had  enabled  it  to 
acquire  an  established  reputation  with  the  public.  It  is 
now  clearly  laid  down  that  the  Courts  in  this  country  will 
not  permit  the  unauthorised  appropriation  of  an  existing 
professional  title  or  designation  which  is  commonly  used 
and  generally  accepted  by  the  public  as  having  a  distinct 
and  definite  meaning.  It  is  satisfactory  to  note  that  Mr. 
Justice  Warrin^on,  in  delivering  his  judgment,  explained 
what  he  considered  as  the  value  of  the  designation 
"  Incorporated  Accountant"  wliich  term,  he  said,  conferred 
upon  its  members  the  privilege — which  he  regarded  as  a 
valuable  privilege — of  being  looked  upon  by  persons  who 
have  to  deal  with  accountants  as  holding  a  certain  definite 
status  indicating  reliability  and  integ'rity.  This  expression 
of  judicial  opinion  is  all  the  more  valuable  when  it  is 
considered  that  the  defendant's  case  was  persistently 
fought  by  counsel  with  great  skill  and  ability,  and  that 
our  Secretary  wtas  examined  and  cross-examined  for  nearly 
a  whole  day  as  to  the  policy  and  procedure  of  the  Society 
since  its  foundation.  It  was  the  opinion  of  the  Society's 
witnesses  in  Court,  from  all  parts  of  the  country,  who 
heard  the  evidence  that,  even  apart  from  the  judgment,  the 
Society  had  increased  its  credit  and  reputation  by  freely 
submitting  its  whole  history  to  judicial  investigation. 
(Hear,  hear.)  Notice  of  appeal  was  given  by  the  defendants, 
but  that  notice  has  since  been  withdrawn.  The  costs  of 
the  litigation,  as  you  may  imagine,  have  been  heavy,  but 
o  xkot  think   the   Council    could    have    drawn  on  the 


accumulated  surplus  on  Revenue  Account  for  a  better  pur- 
pose and  one  more  in  the  interests  of  the  members.  (Hear, 
hear.)  Last  year  I  had  to  report  to  you  that  correspond- 
ence had  passed  between  your  Council  and  the  Council  of 
the  Institute  of  Chartered  Accountants,  in  which  a  sugges- 
tion on  the  part  of  the  Society  to  confer  with  the  Institute 
on  the  subject  of  legislation  in  the  interests  of  the  profes- 
sion had  led  to  no  result.  I  am  now  glad  to  state  that  for 
some  few  months  past,  on  the  invitation  of  the  Institute, 
your  President,  Vice-President,  the  Chairman  of  your 
Parliamentary  Committee,  and  the  Secretary  have  been 
discussing  with  representatives  of  the  Institute  proposals 
for  a  Registration  Bill  for  England  and  Wales.  (Applause.) 
As  the  report  states,  the  matter  is  still  under  consideration, 
and  I  am  therefore  not  in  a  position  to-day  to  make  any 
statement  with  regard  to  the  negotiations,  which  are 
regarded  as  private  and  confidential  on  both  sides.  It  is, 
however,  hardly  necessary  for  me  to  state  what  the  views 
of  the  CouncU  are  on  this  matter ;  in  fact,  their  views  and 
the  views  of  the  members  are  in  perfect  accord,  as  is  shown 
by  the  resolution  which  was  passed  at  our  twenty-first 
anniversary  meeting  in  October  last,  when  the  conference 
expressed  its  support  of  the  Council  and  the  Society's 
Colonial  Committees  in  their  efforts  to  promote  legisla- 
tion throughout  the  British  Dominions.  How  necessary 
it  is  for  definite  action  to  be  taken  on  this  matter  is  shown 
by  the  fact  that  hardly  a  month  passes  without  the  regis- 
tration at  Somerset  House  of  some  Association — generally 
with  a  flowery  title — alleging  for  its  object  the  promotion 
of  the  interests  of  accountants,  and  subsequently  by 
circular  notifying  all  and  sundry  that  they  can  become 
members  on  payment  of  a  subscription.  The  real  reason 
for  these  associations  coming  iuito  existence  is  not  hard  to 
divine,  but  so  long  as  they  keep  afloat  under  their  own 
colours,  and  do  not  attempt  to  obtain  prestige  from  the 
laboujs  of  others,  we  do  not  propose  concerning  ourselves 
with  regard  to  them,  as  each  one  will  have  to  work  out  its 
own  destiny,  whatever  it  may  be.  I  should  like  to  take 
the  opportunity  of  cordially  acknowledging  the  zeal  and 
singleness  of  purpose  with  which  the  President  of  the 
Institute  of  Chartered  Accountants — Mr.  Peat — has  kept 
this  subject  of  registration  for  the  profession  not  only 
before  the  members  of  the  Institute,  but  before  the  public. 
(Applause.)  I  think  the  policy  of  registration  has  been 
advocated  by  the  Council  of  this  Society  for  the  last  twenty 
years,  yet  we  have  expressed  our  willingness  that  if  the 
Institute  of  Chartered  Accountants  will  lead  the  way  in 
this  matter  we  are  prepared  to  give  them  our  whole-hearted 
co-operation — (hear,  hear) — and  we  hope  that  the  entente 
which  has  been  established  between  us  will  ultimately 
lead  not  only  to  a  Registration  Bill  for  England  and 
Wales,  but  also  for  the  inclusion  of  Scotland  and  Ireland. 
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W«  do  not  forget,  in  discussing  this  matter  in  London, 
that  the  oldest  body  of  accountants  in  the  British  Empire 
has  its  headquarters  at  Edinbuigh,  and  we  are  certain  that 
our  Scottish  branch  is  at  one  vrith  us  in  acknowledging 
the  position  of  the  Scottish  Chartered  Accountants.  Also 
in  Ireland  we  have  the  Institute  of  Chartered  Accountants, 
which  was  established  after  the  incorporation  of  our  own 
Society,  but  with  which  we  have  always  been  anxious  to 
maintain  friendly  relations.  Looking  to  the  continued 
growth  of  British  trade,  and  the  desire  of  all  parts  of  the 
British  Dominions  to  become  more  intimately  associated 
together,  we  also  have  to  taike  into  consideration  our 
brethren  beyond  the  seas,  and  in  this  connection  it  must 
not  be  forgotten  that  this  Society's  branch  in  the 
Transvaal  was  the  promoter  of  the  Transvaal  Accountants' 
Ordinance,  which  at  the  present  moment  is  the  only  statute 
in  force  which  creates  a  Register  of  Accountants.  There 
have,  as  you  know,  been  some  heartburnings  with  regard 
to  a  section  of  this  statute,  which  requires  actual  residence 
in  the  Transvaal  as  one  of  the  qualifications  for  registra- 
tion, but  we  are  sure  that  as  time  goes  on  our  Transvaal 
brethren  will  see  their  way  to  effect  such  arrangements  as 
will  remove  any  legitimate  grievance  which  our  friends  of 
the  Institute  of  Chartered  Accountants  may  feel  on  this 
matter.  Since  the  date  of  the  report  of  the  Council  the 
Companies  Bill  has  passed  through  Committee  of  the 
House  of  Lords,  and  has  been  read  a  third  <time.  It  seems, 
therefore,  that  if  public  business  will  permit  it  is  the  inten- 
tion of  the  Government  to  get  it  through  the  Commons 
during  the  current  session.  Mainly  at  the  instance  of 
Lord  Avebury  the  Bill  has  been  amended  for  the  better. 
This,  I  venture  to  say,  is  one  of  the  results  of  co-operation 
between  the  Chambers  of  Commerce,  the  Institute  of  Char- 
tered Accountants,  and  our  own  Society,  as  we  have  all 
been  able  to  pull  one  way  instead  of  in  different  directions. 
(Applause.)    Clause  21  (1)  now  reads  as  follows:  — 

"Every  auditor  of  the  company  shall  have  a  right  of 
access  at  all  times    to    the    books  and   accounts  and 
vouchers  of  the  company,  and  shall  be  entitled  to  require 
from   the  directors  and  officers  of  the  company  such 
information  and  explanation  as  may  be  necessary  for 
the  performance  of  the  duties  of  the  auditors,  one  at 
least  of  whom,    in   the   case   of   every  company  whose 
authorised  capital   amounts   to   fifty   thousand  pounds, 
shall  be  a  person  who  publicly  carries  on  the  business  of 
an  accountant." 
You  will  see,  therefore,  that  the  Lords  have  gone  a  con- 
siderable way  towards  meeting  the  suggestion  which  was 
submitted  to  them  by  the  recognised  bodies  of  accountants 
and  Chambers  of  Commerce.    The  auditors'  duties  have, 
I  think,  been  more  clearly  defined ;  and  a  provision  has 
been  inserted  which  will  prevent  the  retiring  auditor  from 


being  ousted  from  his  appointment  without  notice.  The 
Ix)rds  have  insisted  on  the  reten'tion  of  Clause  23,  which 
now  reads  as  follows :  — 

"Every  company  required  to  forward  to  the  Registrar 
a  summary  under  Section  26  of  the  Companies  Act,  1862, 
shall  include  in  that  summary  a  statedsient,  made  up  to 
such  date  as  may  be  specified  in  the  statement,  in  the 
form  of  a  Balance  Sheet,  audited  by  the  company's 
auditors,  and  containing  a  summary  of  its  capital,  its 
liabilities,  and  its  assets,  giving  such  particulars  as  will 
disclose  the  nature  of  such  liabilities  and  assets,  and 
how  the  values  of  the  fixed  assets  have  been  arrived  at, 
but  the  Balance  Sheet  need  not  include  a  statement  of 
profit  and  loss." 

Probably  this  provision  will  bring  more  business  to  pro- 
fessional accountants,  yet  at  the  same  time  I  cannot  help 
regarding  its  usefulness  to  the  commercial  community  with 
a  certain  amount  of  doubt,  as  every  private  company 
formed  for  family  or  other  purposes  will  in  future  have  to 
disclose  its  position  to  the  world,  and  these  disclosures  are 
not  always  made  use  of  for  proper  and  legitimate  purposes. 
However,  on  this  point  I  believe  the  opinion  of  the 
Chamber  of  Commerce  is  with  the  Government ;  therefore 
If  the  clause  becomes  part  of  the  Act  our  duty  will  be  to 
co-operate  with  our  clients  for  the  purpose  of  rendering  it 
as  satisfactory  as  possible.  You  are  aware  that  our  Vice- 
President,  Mr.  Harry  L.  Price,  attended  before  the  Bank- 
ruptcy Law  Amendment  Committee  and  gave  evidence  on 
behalf  of  the  Society.  As  the  subject  was  so  fully  discussed 
at  our  Autumnal  Conference,  there  is  no  need  for  roe  to  go 
over  the  ground  again.  With  regard  to  the  Autumnal 
Conference  of  Incorporated  Accountants  held  in  this  city  on 
October  4th,  5th,  and  6th  last  to  celebrate  the  twenty-first 
anniversary  of  the  foundation  and  incorporation  of  the 
Society,  the  whole  of  the  proceedings  have  been  published 
in  book  form,  and  therefore  those  who  were  unfortunately 
prevented  from  attending  are  familiar  with  everything  that 
took  place.  You  will,  I  believe,  agree  with  me  that  the 
celebration  was  a  success  from  beginning  to  end — (hear, 
hear) — and  we  are  much  indebted  to  the  then  Lord  Mayor 
(Sir  Walter  Vaughan  Morgan)  for  his  official  support  and  to 
the  other  noblemen  and  gentlemen  whose  names  are  con- 
tained in  the  report.  I  think  that  the  members  at  large 
ought  to  know  that  no  part  of  the  expense  of  entertaining 
the  Society's  guests  on  that  occasion  has  fallen  upon  the 
funds  of  the  Society.  The  question  of  the  audit  of  the 
accounts  of  local  authorities  is  like  the  poor,  ever  with  us. 
The  Government — and  when  I  refer  to  the  Government  it 
does  not  matter  which  party  is  in  power — ^will  not  take  steps 
to  act  upon  the  unanimous  recommendations  of  the 
Committee  of  both  Houses  of  Parliament  to  appoint 
professional  auditors  to  audit  these  accounts.    The  matter 
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again  came  very  much  to  the  fore  in  the  recent  London 
County  Council  elections,  and  although  your  Council  were 
careful  not  to  take  any  ofiScial  part  in  the  contest,  yet  I  can 
hardly  disguise  from  you  my  hope  that  the  London  County 
Council  will  report  in  favour  of  the  audit  of  its  trading 
undertakings  by  professional  accountants  on  commercial 
lines.  I  know  there  is  a  difference  of  opinion  in  our  Society 
on  this  matter,  but  every  one  who  has  read  the  evidence 
tendered  before  the  Joint  Select  Committee  cannot  help 
coming  to  the  conclusion  that  a  drastic  reform  is  needed  in 
the  audit  of  the  trading  accounts  of  local  authorities — (hear, 
hear) — except  perhaps  in  the  cases  of  those  who  have  already 
obtained  special  Acts  of  Parliament  providing  for  a 
professional  audit.  You  will  see  that  a  mutual  agreement 
has  been  come  to  between  the  Council  and  the  Secretary  for 
terminating  the  existing  arrangements  for  the  accommodation 
of  the  Society's  offices  at  the  close  of  1908.  I  am  not  going 
to  anticipate  anything  that  will  be  said  at  the  extraordinary 
general  meeting  which  will  follow  these  proceedings,  but  I 
am  desired  by  the  Secretary  to  state  that  both  he  and  his 
partners  are  in  entire  harmony  with  the  Council  on  this 
matter.  (Hear,  hear.)  The  Council  record,  as  usual,  that 
they  have  received  every  assistance  and  support  from  their 
branches  in  Scotland  and  Ireland,  and  from  the  Committees 
in  Australia,  South  Africa,  and  Canada  on  all  matters 
affecting  the  welfare  of  professional  accountants.  You  will 
notice  that,  owing  to  the  increasing  importance  of 
professional  interests  in  South  America,  the  Council  have 
requested  a  small  Committee  composed  of  Fellows  of  the 
Society  in  Buenos  Aires  to  watch  the  interests  of 
Incorporated  Accountants  in  that  part  of  the  world.  It  is 
very  necessary  that  wherever  this  Society  has  interests  with 
a  number  of  members  to  look  after  there  should  be  some 
one  on  the  spot  who  can  freely  correspond  with  the  head 
office.  The  District  Societies  of  Incorporated  Accountants 
in  England  and  Wales  have  been  of  the  greatest  assistance 
to  the  Council  in  carrying  on  the  work  of  the  Society.  I 
should  like  to  take  this  opportunity  of  expressing  the 
pleasure  I  experienced  in  being  present  at  the  twenty-first 
anniversary  banquet  of  the  Manchester  and  District  Society 
of  Incorporated  Accountants.  The  Lord  Mayor  and  many 
leading  citizens  of  Manchester  were  present,  and  were 
witnesses  of  the  esteem  and  regard  felt  for  the  Honorary 
Secretary  of  the  District  Society,  Mr.  Arthur  E. 
Piggott — (applause)— who  has  carried  on  his  duties 
to  the  great  advantage  of  the  members  during  the 
whole  period  of  the  District  Society's  existence. 
The  Incorporated  Accountants  Students'  Society  has 
continued  its  work  of  usefulness,  and  the  "Transactions  " 
have  now  reached  Volume  12.  I  should  like  to  see  a  larger 
interest  taken  by  the  members  in  the  publication  of  these 
"Transactions,"  copies  of  which  may  be  had  at  a  small 
price  from  the  Secretary  at  4  King  Street.    The  Society's 


library,  as  you  notice,  has  been  well  maintained  and  utilised, 
but  we  have  almost  got  to  the  end  of  our  accommodation, 
which  is  another  of  the  reasons  for  holding  an  extraordinary 
meeting  to-day.  Before  closing  my  remarks  I  would  like  to 
take  this  opportunity  of  saying  how  deeply  we  deplore  the 
loss  the  Society  has  sustained  by  the  death  of  Mr.  Turton 
Norton — (hear,  hear) — the  late  senior  partner  in  the  firm  of 
our  solicitors.  Mr.  Norton  was  a  familiar  figure  to  you 
all,  but  only  those  who  were  closely  associated  with  him  are 
aware  of  the  deep  interest  he  took  in  the  Society's  welfare 
and  how  much  he  contributed  by  his  wise  advice  an 
counsel  to  the  successful  working  out  of  its  policy.  We 
welcome  Mr.  Barrington,  of  the  same  firm,  as  our  legal 
adviser,  and  we  hope  he  will  be  with  us  for  many  years.  I 
have  only  one  observation  to  make  on  the  Accounts.  The 
surplus  of  income  over  expenditure  for  the  year  was 
/415  15s.  lod.,  which  brought  up  the  accrued  balance  on 
Revenue  Account  to  ^6,910  12s.  8d.  Against  this  we  have 
charged  /400  on  account  of  the  costs  of  the  action  for  the 
protection  of  the  designation  '*  Incorporated  Accountant," 
which  was  the  ascertained  and  paid  amount  of  costs  at  the 
close  of  last  year,  thus  leaving  a  net  surplus  of  ;f  6,510  12s.  Sd. 
I  now  formally  move  *'  That  the  Report  of  the  Council  and 
the  Accounts  for  the  year  1906  be  adopted,"  and  I  call  upon 
the  Vice-President.  Mr.  Harry  L.  Price,  of  Manchester,  to 
second  the  motion.     (Applause.) 

The  Vice-President:  Gentlemen,  the  President  has 
digested  for  you  so  clearly  and  so  tersely  the  history  of  the 
Council's  work  during  the  past  year  that  I  think  you  will 
agree  with  me  that  nothing  in  the  nature  of  a  speech  is 
called  for  from  me  before  s>ubmitting  for  your  considera- 
tion and  discussion  the  report  and  accounts  which  the 
President  has  presented.  You  will  have  gathered  from 
what  he  had  to  say  that  the  Council  have  set  themselves— 
and  we  hope  that  in  your  decision  you  will  say  they  have 
succeeded — ^firmly  and  unmistakably  to  maintain  intact 
the  ideals  and  aims  which  the  Society  have  set  before 
them  for  many  years  past.  (Applause.)  In  one  respect  I 
think  we  cannot  too  strongly  emphasise  what  the  President 
had  to  say,  and  that  was  in  relation  to  the  result  of  the 
action  against  the  London  Association  of  Accountants  and 
Goodway.  In  fighting  that  actdon  we  were  not  fighting  for 
ourselves  alone  ;  we  were  fighting  the  battle  of  all  the  pro- 
fession. We  felt  that  it  was  an  intolerable  thing  that  a 
brazen  piracy  of  this  Society's,  or  any  other  Societ^'^s, 
title  should  go  unpunished,  and  we  hope  that  in  what  you 
may  have  to  say,  or  in  what  you  may  think,  you  will  at 
least  commend  the  Council  heartily  for  the  action  that  they 
took  in  thait  regard. 

Mr.  H.  R.  SiBSON  (London)  said  that  in  supporting  the 
adoption  of  the  report  he  wished  to  express  once  more  a 
high  appreciation  of  the  efforts  of  the  Council  as  indi- 
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cated  in  that  report,  and  in  the  excellent  and  lucid  speech 
from  the  chair.  The  President  had  said  that  so  far  as  the 
Council  were  concerned  the  Society  was  ever  with  them. 
He  could  quite  realise  that  that  had  been  the  case  during 
the  past  year.  There  had  always  been  something  of 
interest  for  the  Council  to  present  to  the  members  in  the 
report,  but  this  year  that  document  covered  a  peculiarly 
large  amount  of  ground.  The  Council  had  evidently  had 
to  work  extremely  hard,  and  they  deserved  exceptional 
thanks  on  the  part  of  the  members.  (Applause.)  One 
point  had  always  struck  hdm  in  connection  with  this 
Society  during  the  twenty  years  he  had  been  connected 
with  it,  and  that  was  the  loyalty  of  all  those  who  had  been 
associated  with  it.  He  saw  the  same  faces  year  after  year, 
and  the  same  interest  taken  in  the  Society ;  the  same 
singleness  of  aim  in  furthering  its  welfare  ;  and  he  thought 
they  might  now  say  that  they  were  approaching  something 
like  success  as  a  result  of  those  efforts.  To-day  they  would 
be  omitting  something  if  they  did  not  express  as  a  Society 
their  appreciation  of  the  kindly  and  cordial  feeling  that 
was  evidently  now  existent  between  the  Institute  of  Char- 
tered Accountants  and  themselves.  (Applause.)  There 
had  been  times  when  the  sentiment  between  the  two 
Institutions  had  not  been  of  so  friendly  a  description,  but 
he  thought  it  m%ht  be  said  that  the  atmosphere  at  the 
present  time  was  one  of  extreme  kindliness  and  a  fraternal 
desire  to  further  the  interests  of  the  profession,  with,  he 
believed,  probable  results  to  the  profession  that  would  be 
extremely  beneficial.  They  welcomed  very  much  indeed 
this  rapprochement  between  the  Institute  of  Chartered 
Accountants  and  themselves.  Really  in  every  respect  the 
record  that  the  Council  had  placed  before  the  members 
was  one  which  he  thought  he  might  almost  call  unique. 
They  had  increased  their  membership ;  they  had  won  a 
fight  in  an  action  which  might  have  resulted  badly,  but 
which  had  resulted  splendidly  for  the  Society.  He  ventured 
to  say  that  the  status  of  Incorporated  Accountants  was 
never  so  high  as  it  stood  to-day — (applause) — and  he  said 
that  not  from  observation  alone  of  the  expressions  of 
Incorporated  Accountants,  who  naturally  would  be 
inclined  to  express  themselves  in  that  direction,  but  from 
the  expressions  of  men  connected  with  other  professions 
in  the  country,  and  with  commercial  interests  in  the 
United  Kingdom  generally.  The  men  one  met  all  expressed 
the  same  opinion — that  the  status  of  Incorporated 
Accountants  was  never  so  high  as  at  the  present  time. 
That  was  a  most  valuable  thing  for  them  to  feel,  and  they 
were  very  greatly  indebted  to  their  Council,  and  to  their 
Secretary  and  his  staff,  who  had  worked  so  very  hard  to 
bring  about  this  admirable  xesult.  He  was  very  glad,  and 
was  sure  many  other  members  were,  to  see  thexe  was  an 
in^ention  to  give  them  better  accommodation.     It  was  a 


matter  for  gratification  that  a  move  was  being  made  to 
give  the  members  something  in  the  nature  of  accommoda- 
tion that  was  suitable  for  a  Society  so  important  as  theirs 
had  become.     (Applause.) 

The  President  invited  Mr.  Fowler,  from  Buenos  Aires, 
the  last-formed  Committee  of  the  Society,  to  address  the 
meeting. 

Mr.  T.  B.  D.  Fowler  (Buenos  Aires)  said  he  was 
totally  unprepared  to  say  anything  that  afternoon,  but 
would  endeavour  to  tell  the  meeting  as  much  as  he 
could  about  the  profession  in  Buenos  Aires.  He  had 
only  recently  received  an  invitation  to  attend  this  meeting, 
and  felt  extremely  gratified  at  having  this,  his  first, 
opportunity  of  coming  among  the  members  of  the  Society. 
The  Argentine  Republic,  as  doubtless  many  in  that  room 
knew,  was  a  country  where  Spanish  was  the  official 
language.  The  work  of  English  auditors  and  accountants 
out  there  was  largely  restricted  to  the  audit  of  accounts 
of  public  companies  whose  legal  domicile  was  in  England 
and  other  parts  of  Eurofte.  There  were  very  few  English 
accountants  there.  There  were  his  own  firm,  and  three  or 
four  others  established  on  similar  lines.  The  merchants 
hitherto  had  not  adopted  auditing  as  a  rule,  because  they 
thought  it  was  useless.  (Laughter.)  But  he  was  quite  sure 
that  the  day  was  coming — and  a  start  had  already  been 
made  with  one  or  two — when  they  would  all  feel  that, 
although  auditors  did  not  make  money  for  them,  they 
could  save  money  for  them — (hear,  hear) — and  he  was 
proud  to  think  he  belonged  to  a  Society  that  had  attained 
the  status  that  the  Society  of  Accountants  and  Auditors 
had.  lie  himself,  as  a  member  of  the  Council  in  Buenns 
Aires,  followed  the  movements  of  the  Society — the  minutes 
of  the  meetings  here — and  he  found  that  all  his  colleagues 
in-  Buenos  Aires  who  had  been  honoured  with  admission 
to  the  Society — and  they  felt  it  a  very  gpreat  honour  and 
privilege — were  working  hard  to  assist  the  Council  in 
London  ;  and  although  the  Committee  out  there  was  very 
small,  they  had  the  interests  of  the  whole  of  the  members 
at  heart.  They  would  do  aU  they  could  to  prosper  the 
interests  of  the  Society  of  Accountants  and  Auditors  not 
only  in  Buenos  Aires,  but  also  in  other  parts  of  South 
America  with  which  they  were  connected.  His  firm  was 
connected  with  a  very  great  many  English  companies,  and 
not  only  with  Incorporated  Accountants,  but  also  in  a  very 
large  measure  with  Chartered  Accountants,  from  whom 
they  had  always  received  the  greatest  courtesy ;  and  he 
was  proud  and  pleased  to  see  and  hear  that  there  was  a 
very  much  better  feeling  between  the  sister  organisations 
than  had  existed  for  many  years  past.  He  trusted  the 
object  they  had  in  view  would  be  brought  about  ere  long — 
namely,  some  sort  of  amalgamation  or  understanding 
between  the  Institute  of  Accountants  and  this  Society 
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Before  sitting  down  he  wished  to  say  that  if  at  any  tune 
any  members  in  that  room  should  visit  Buenos  Aires  he 
would  be  onJy  too  happy,  so  far  as  he  could,  to  make  their 
sojourn  there  agreeable.  (Applause.)  He  would  suggest 
that  someone  should  go  out  on  behalf  of  the  Society.  He 
did  not  know  any  more  energetic  and  able  man  than  their 
Secretary,  and  he  was  sure  it  would  greatly  help  the 
interests  of  the  Society  if  that  gentleman  could  manage  to 
go  out,  if  only  for  a  fortnight.  (Applause.)  He  trusted 
they  would  see  Mr.  Martin  there  at  a  later  date,  or  some- 
one representing  the  interests  of  the  Society.  He  was 
proud  to  have  been  admitted  a  member  of  the  Society,  and 
would  continue  to  do  his  best  for  it.     (Applause.) 

Mr.  F.  WooLLEY  (Southampton)  remarked  that  he  would 
be  very  sorry  indeed  for  this  annual  general  meeting  to 
pass  without  there  being  an  adequate  expression  on  the 
part  of  the  members  generally  of  their  feeling  in  regard 
to  the  work  of  the  Council  during  the  past  year.  The 
report  contained  one  or  two  matters  which  were  of  very 
deep  importance  to  every  member  of  the  Society.  The 
question  of  the  preservation  and  protection  of  the  designa- 
tion, of  "  Incorporated  Accountants  "  was  a  matter  of  vital 
importance  to  the  members,  and  he  was  sure  he  was 
voicing  the  feelings  of  every  member  present  when  he  said 
that  they  were  deeply  grateful  to  the  Council  for  having 
tackled  this  matter  in  so  vigorous  and  whole-hearted  a 
fashion,  and  wished  to  extend  to  them  their  hearty  con- 
gratulations upon  the  successful  issue  which  ensued.  The 
question  of  registration,  as  put  forward  in  the  remarks 
made  by  the  President,  must  give  new  hope  and  raise  high 
expectations  in  the  minds  of  the  members  of  the  Society. 
Tliey  were  extremely  glad  to  hear  him  speak  so  hopefully 
of  the  negotiations  which  had  again  been  set  on  foot 
between  the  Institute  of  Chartered  Accountants  and  this 
Society,  and  could  only  say  that  they  sincerely  trusted  that 
these  negotiations  would  terminate  in  a  s&tisfactory  Bill 
being  put  upon  the  Statute  Book  providing  for  the  regis- 
tration of  professional  accountants.  The  Council,  he 
believed,  had  the  whole-hearted  support  of  the  members 
behind  it,  and  their  full  confidence,  and  the  report  showed 
that  its  labours  during  the  past  year  had  been  of  an 
exceptionally  heavy  and  tedious  character,  and  the  anxiety 
in  connection  particularly  with  the  action  in  reference  to 
the  designation  of  "  Incorporated  Accountants  "  must  have 
been  very  great  on  the  part  of  the  officers  and  members  of 
the  Council.  He  felt  sincerely  grateful  personally,  and 
was  confident  he  was  expressing  the  feelings  of  many  of 
the  members  present  in  the  few  remarks  he  had  made. 
(Hear,  hear.) 

The  President  said  that  before  he  put  the  resolution  he 
would  ask  the  Hon  Mr.  Barrington  to  say  a  few  words. 
(Applause.) 


The  Hon.  Mr.  Barrington  said  that  when  he  came  there 
that  afternoon  he  was  in  the  same  position  as  Mr.  Fowler, 
of  the  firm  of  Fowler,  Scroggie  &  Co.,  of  Buenos  Aires :  he 
did  not  know  he  was  likely  to  be  called  upon  to  address  the 
meeting.  He  wished,  however,  on  behalf  of  his  firm,  to 
express  very  great  appreciation  of  the  kind  remarks  which 
the  President  had  made.  They  greatly  appreciated  the 
honour  which  had  been  conferred  upon  them  for  many  years 
past  in  acting  as  the  Society's  legal  advisers.  He  could 
assure  the  meeting,  from  his  own  personal  experience,  that 
his  late  senior  partner,  Mr.  Norton,  was  indeed  very  deeply 
interested  in  everything  to  do  with  the  Society.  He  was,  if 
a  simile  might  be  permitted,  present  at  the  Society's  birth 
and  took  a  very  active  part  in  it ;  he  also  prescribed  for  its 
infantile  diseases,  though  it  was  always  a  very  vigorous 
baby  ;  he  had  also  followed  the  Society  through  its  growth, 
and  he  (the  speaker)  very  much  regretted  that  just  before  its 
coming  of  age  Mr.  Norton  was  called  away.  (Hear,  hear.) 
If  personal  interest  in  the  welfare  of  the  Society  had  any- 
thing to  do  with  its  success,  he  could  assure  the  members 
that  his  firm  and  himself  would  always  continue  to  take  the 
very  greatest  interest  in  its  welfare.  He  desired  to  take 
this  opportunity  of  congratulating  the  members  upon  the 
successful  issue  of  the  action  which  had  been  lately  carried 
through.  Credit  must  be  given,  however,  to  whom  credit 
was  due,  and  he  was  bound  to  say  that  in  a  matter  of  that 
sort  such  an  action  could  never  have  been  successfully 
carried  through  but  for  the  extraordinary  ability  and  untiring 
energy  and  perseverance  of  their  Secretary — (applause) — and 
the  gentlemen  who  assisted  him  in  the  matter.  (Applause.) 

The  motion  was  carried  unanimously. 

Mr.  Charles  H.  Wilson,  J.P.  (Leeds),  then  proposed: 
"That  the  following  retiring  members  of  the  Council  be 
*•  re-elected  :  London — Mr.  Ernest  William  Ellis  Blandford, 
••  Mr.  George  Stanhope  Pitt,  Mr.  Walter  James  Smith. 
**  Provinces — Mr.  John  Eley  Bryan  (Nottingham),  Mr. 
"Gwilym  Arnold  Evans  (Mountain  Ash),  Mr.  John  King 
•*  (Wigan),  Mr.  Frederic  Walmesley  (Manchester),  Mr. 
"Edward  Whittaker  (Southampton)."  He  remarked  that 
he  did  not  desire  any  better  colleagues  and  did  not  think  the 
members  could  have  any  better  representatives.  They  had 
accomplished  a  great  deal  after  years  of  struggle,  but  there 
was  still  something  to  be  done. 

Mr.  Arthur  E.  Green  (London)  seconded  the  motion, 
and  it  was  carried  unanimously. 

Mr.  G.  Palmer  (London)  moved :  "  That  Mr.  Jonathan 
"Yates  Mould,  Incorporated  Accountant,  London,  and 
**  Mr.  Edwin  James  Bullough,  Incorporated  Accountant, 
"  Blackburn,  be  re-elected  Auditors  of  the  Society  at  a 
•*  remuneration  of  ;f  10  los.  each,  Mr.  Bullough 's  travelling 
"  expenses  to  be  paid  in  addition.*'  He  thought  it  was  a 
good  thing  that  they  adopted  the  principle  of  paying  a  small 
remuneration — it    certainly   was    small — to  their  auditors, 
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because  he  did  not  think  that  in  the  case  of  a  Society  of  this 
size  and  importance  they  should  expect  the  auditors'  work 
to  be  entirely  honorary.     (Hear,  hear.) 

Mr.  H.  J.  Burgess  (London)  seconded  the  motion,  which 
was  adopted. 

The  President  then  presented  the  Society's  Gold  Medal 
for  the  year  1906  to  Mr.  Albert  Frederick  Saunders,  of 
London,  and  Silver  Medals  to  Mr.  Albert  Allen,  of  Sheffield, 
and  Mr.  Robert  Alexander  Wetherall,  of  Stalybridge. 

Mr.  R.  E.  Emson  (London)  said  the  next  item  on  the 
agenda  was  a  vote  of  thanks  to  their  President,  in  these 
terms  "  That  the  members  of  the  Society,  in  general  meeting 
"  assembled,  desire  to  tender  to  Mr.  William  George  Rayner 
"  their  sincere  and  hearty  thanks  for  the  able  and  valuable 
' '  services  rendered  by  him  as  President  for  a  period  of  three 
' '  years ;  that  the  foregoing  resolution  be  presented  to 
"Mr.  Rayner  in  a  suitable  manner  on  behalf  of  the  whole  of 
"  the  members  of  this  Society."  Mr.  Rayner  had  served 
in  the  office  of  President  during  this  term  of  years  with 
distinction,  and  took  with  him,  in  giving  up  his  office,  the 
best  wishes  of  all  the  members.     (Applause.) 

Mr  F.  Walmsley,  J. P.  (Manchester),  had  the  greatest 
possible  pleasure  in  seconding  the  resolution.  The  period  of 
office  of  their  present  President  had  been  one  in  which 
perhaps  more  history  had  been  recorded  in  this  Society  than 
in  any  previous  period — (hear,  hear) — and  perhaps  the 
last  year  of  his  office  would  stand  out  in  the  boldest  relief 
and  would  continue  to  be  held  in  their  hearts  with  grateful 
recollection  of  the  heroic  services  rendered  by  him  on  behalf 
of  the  Society  to  the  profession  generally.  Of  course,  such 
a  short  time  had  elapsed  since  the  coming  of  age  of  the 
Society  that  it  was  quite  unnecessary  to  refer  to  the  magnificent 
services  that  were  rendered  by  the  President  and  his  good 
lady  who  graced  them  on  that  occasion.  He  was  sure,  how- 
ever, that  not  only  they  but  also  the  profession  generally 
would  long  recollect  the  great  work  he  had  done,  and  that  the 
members  present  would  all  have  the  greatest  possible  happi- 
ness aad  show  their  enthusiasm  in  supporting  this  resolution 
most  cordially.     (Applause.) 

The  Vice-President  put  the  resolution  to  the  vote,  and  it 
was  carried  amid  applause. 

The  President,  who  was  very  warmly  received,  said: 
Mr.  Emson,  Mr.  Walmsley,  and  gentlemen,  I  have  received 
so  much  consideration  and  appreciation  at  your  hands 
since  I  have  held  the  office  of  President  that  I  almost  feel 
I  am  not  entitled  to  anything  else.  However,  I  thank  you 
very  heartily  for  the  resolution  which  you  have  passed 
to-day.  It  will  be  a  very  great  pleasure  indeed  for  me  to 
take  that  resolution  away  with  me,  and  to  be  able  to  look 
upon  it  in  coming  years  and  think  that  the  little  service  I 
was  able  to  perform  in  the  interests  of  the  Society  has  been 
appreciated  by  you.    (Applause.) 


Extraordinary  General  Meeting. 


An  extraordinary  general  meeting  of  the  Society  was  sub- 
sequently held,  for  the  purpose  of  considering  the  following 
resolution : — 
That  the  articles  of  association  be  varied  as  follows — 
(i)  By  deleting  Article  22,  and  by  substituting  therefor  the 
following  article : 
"  Article    22.    As    from    the    ist    January    1908    the 
following  annual  subscriptions  shall  be  paid. 
Members  in  Practice. 

(a)  London  members  in  practice,  being  Fellows,  shall 

pay  a  yearly  subscription  of  ^4  4s.  od. ;  and  being 
Associates  shall  pay  a  yearly  subscription  of 
£2  2s.  od. 

(b)  Provincial  members  in  practice  who  are  resident  in 

or  practise  in  England  and  Wales,  being  Fellows, 
shall  pay  a  yearly  subscription  of  £3  3s.  od.,  and 
being  Associates  shall  pay  a  yearly  subscription  of 
£1  IIS.  6d. 

(c)  Provincial  members  in    practice  who  are  neither 

resident  nor  in  practice  in  England  and  Wales, 
being  Fellows,  shall  pay  a  yearly  subscription  of 
£2  2s.  od.,  and  being  Associates  shall  pay  a  yearly 
subscription  of  £1  is.  od. 
{d)  Members  in  practice  who  do  not  reside  or  practise  in 
any  part  of  the  United  Kingdom,  being  Fellows, 
shall  pay  a  yearly  subscription  of  £1  is.,  and 
being  Associates  shall  pay  a  yearly  subscription 
of  los.  6d. 

Members  not  Practising, 
{e)  Members  resident  in  any  part  of  the  United  Kingdom 
who  are  not  in  practice,  being  Fellows,  shall  pay 
a  yearly  subscription  of  £2  2s.  od.,  and  being 
Associates  shall  pay  a  yearly  subscription    of 
£1  IS.  od. 
(/)  Members  resident  out  of  the  United  Kingdom  who 
are  not  in  practice,  being  Fellows,  shall  pay  a 
yearly    subscription    of  £1   is.  od.,  and  being 
Associates  shall  pay  a  yearly   subscription    of 
los.  6d. 
Every  Fellow  of  the  Society  shall  be  deemed  to  be  in 
practice  unless  and  until  he  shall  give  notice  in  writing  to  the 
Council  of  the  Society  that  he  has  ceased  to  be  in  practice. 
Every  existing  Associate  of  the  Society  shall  forthwith, 
and  every  new  Associate  of  the  Society  shall,  immediately 
upon  election,  give  notice  in  writing  to  the  Council  as  to 
whether  he  is  a  practising  or  non-practising  member,  and 
shall  be  entered  in  the  register  accordingly,  and  such  notifi- 
cation shall  be  treated  as  binding    until    revoked    by    a 
subsequent  notice  in  writing  lodged  with  the  Society. 

Every  Associate  shall  annually   make  a  return  to  the 
Society,  indicating  whether  he  is  a   practising   or   non- 
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practising  member.    The  return  shall  be  in  such  form  as  the 
Council  may  from  time  to  time  prescribe. 

A  member  shall  be  deemed  to  be  in  practice  in  any 
particular  area  if  he  shall  practise  the  profession  of  a  public 
accountant  in  such  area  or  be  pecuniarily  interested  in  any 
such  business  carried  on  by  others  in  such  area. 

A  member  shall  be  deemed  to  be  resident  in  a  particular 
area  in  any  year  if  at  any  time  during  such  year  he  shall 
dwell  in  such  area  otherwise  than  as  a  temporary  visitor  or 
shall  have  offices  in  such  area. 

(2)  By  deleting  Article  24  and  by  substituting  therefor  the 
following  article : 

Article  24.  Each  Associate  on  being  admitted  as  a 
Fellow  shall  forthwith  pay  as  the  additional  sub- 
scription due  from  him  as  a  Fellow  for  the  current 
year  a  further  sum  equal  to  his  yearly  subscription 
as  an  Associate  for  that  year." 

The  President  :  I  would  just  like  to  say  a  few  words  in 
reference  to  the  necessity  for  increasing  the  subscriptions. 
In  the  first  place,  for  my  own  part  I  think  they  have  been 
much  too  small  for  many  years.  I  know  that  other 
Societies  not  doing  half,  or  even  a  quarter,  of  the  work  that 
this  Society  has  done  for  its  members,  have  had  subscrip- 
tions of  double  or  treble  the  amount,  and  therefore  I  think 
the  time  has  arrived  when,  if  we  cannot  make  up  for  the 
past,  we  should  be  able,  at  any  rate,  to  have  the  means  of 
carrying  out  what  has  been  the  dear  wish  of  many  of  our 
members  for  a  very  long  time— that  is,  to  have  ourselves 
properly  housed,  and  to  have  what  I  may  call  our  separate 
establishments.  We  have  leaned  for  many  years  upon  our 
Secretary.  He  has  supplied  us  with  the  clerical  labour 
necessary,  and  we  have  always  been  able  to  get  at  him  for 
the  purposes  of  the  Society  at  any  time.  I  mean  that  there 
is  never  a  period  in  our  history  when  Mr.  Martin  has  not 
been  accessible  to  members.  He  has  not  busied  himself  in 
the  way  that  he  might  have  done  with  his  own  professional 
business.  You  will  notice  what  our  proposals  are.  It  is 
hardly  necessary  for  me  to  go  through  them  again  because 
you  had  the  letter  which  was  signed  by  Mr.  Price  and 
myself,  and  no  doubt  you  have  read  it ;  but  I  must  just 
refer  to  the  increase.  The  effect  of  the  resolution  will  be 
as  follows  :  To  increase  the  annual  subscription  of  Fellows 
in  practice  in  London  by  the  sum  of  £2  2s.,  making  it 
£4  4s. ;  to  increase  the  annual  subscription  of  Associates  in 
practice  in  London  by  £1  is.,  making  their  subscription 
£z  2s. ;  to  increase  the  annual  subscription  of  Fellows  in 
practice  in  the  provinces  of  England  and  Wales  by  £1  is., 
which  will  make  their  subscription  ^3  3s. :  and  to  increase 
the  annual  subscription  of  Associates  in  practice  in  the 
provinces  by  los.  6d.,  making  their  subscription  £i  iis.  6d, 
The  subscriptions  of  non-practising  members,  and  of 
members  who  do  not  reside  or  practise  in  any  part  of  the 


United  Kingdom,  will  remain  as  at  present.  The  reason 
for  that  is  obvious,  namely,  because  they  have  to  subscribe 
to  their  local  societies.  It  is  estimated  that  by  this  means 
an  addition  will  be  obtained  to  the  Society's  income  of 
about  /900.  You  will  naturally  ask  how  we  are  going  to 
spend  this  £900.  I  think  if  gentlemen  who  are  resident, 
at  any  rate  in  the  City  of  London,  will  only  look  round  and 
see  the  enormous  increase  in  rents  in  the  last  few  years  in 
the  City  they  will  find  that  we  can  very  easily  do  with  that, 
and  that,  even  with  this  /900  per  year,  the  income  will  have 
to  be  very  carefully  spent  in  order  to  enable  both  ends  to  be 
met  if  we  have  a  suitable  place.  We  shall,  of  course,  have 
to  cut  our  coat  according  to  our  cloth ;  but  I  hope  that  with 
this  increase  in  our  subscriptions  we  shall  be  able  to  get  a 
place  which,  though  perhaps  not  as  worthy  as  one  could 
wish,  may  still  be  a  place  worthy  of  the  Society.  You  will 
see  in  our  letter  a  reference  to  the  surplus  of.  income  over 
expenditure  of  /400  per  annum.  Well,  if  we  were  to  spend 
the  whole  of  that  and  add  the  ;f  900  to  it  we  should  only 
have  /i,2oo  or  ;f  1,300 ;  but  we  must  have  a  war  chest,  and 
we  have  found  the  benefit  of  a  war  chest  during  the  past  few 
months.  If  we  had  not  had  the  funds  we  should  not  have 
been  able  to  fight  the  action  to  which  reference  has  been 
made,  and  to  support  our  title,  so  that  the  necessity  of  not 
spending  the  whole  of  our  income  must  be  apparent  to 
everybody.  (Hear,  hear.)  With  regard  to  expense,  we  have 
not  yet  gone  into  the  question  of  cost.  But  that  will  be  con- 
sidered very  carefully  before  the  notice  is  up  at  No.  4.  King 
Street,  which  is  the  end  of  1908,  so  that  we  shall  have  some 
of  our  first  year's  increase  in  hand,  which  we  can  spend  in 
any  further  decorations  and  furnishing.  I  will  now  propose 
the  resolution  as  printed. 

The  Vice-President  :  I  am  vain  enough  to  think  that 
this  resolution  scarcely  requires  anything  from  me  to  com- 
mend it  to  your  acceptance.  It  is  the  experience  of  all 
expanding  communities — and  our  municipal  friends  will 
bear  me  out — that  new  wants  are  constantly  arising,  and  if 
those  new  wants  are  to  be  supplied  they  require  fresh 
revenue,  and  that  is  our  case.  The  Council,  with  its  finger 
upon  the  pulse  of  the  members,  found  out  some  time  ago 
that  there  was  a  desire  on  their  part  that  the  Society  should 
be  separately  housed  from  the  Secretary,  and  when  that 
was  followed  by  the  Secretary's  statement  that  it  would 
more  suit  his  convenience  than  otherwise  that  that  should 
be  done,  we  felt  the  time  had  come  when  we  must  act.  We 
could  only  act  by  taxing  you  further,  and  we  now  ask  you 
to  approve  it.     (Applause.) 

Mr.  S.  Banning  (London) :  The  President  had  not  stated 
whether  this  recommendation  was  put  forward  by  the 
Council  unanimously  ;  but,  having  had  the  interests  of  the 
Society  very  much  at  heart  during  its  career,  and  having 
followed  its  history  in  the  yearly  reports,  there  were 
a  few    reasons   which  occurred    to  him,  and    which  he 
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thought  he  might  bring  forward  for  the  considera- 
tion of  his  fellow  members,  against  this  proposal. 
In  the  first  place,  he  did  not  think  they  could  consider 
that  the  increase  in  numbers  was  anything  like  what  it 
ought  to  have  been.  The  Society  had  been  growing  in  a 
very  satisfactory  manner,  but  still  it  was  only  growing,  and 
they  must  remember  that  the  building  operation  was  only  in 
course  of  process.  Therefore,  anything  that  would  prevent 
an  accession  of  numbers  was  a  matter  that  ought  to  require 
the  gravest  consideration  ;  and  having  regard  to  the  fact 
that  the  calls  on  men  of  business  in  the  way  of  income-tax, 
rates,  and  so  on,  were  heavy,  and  also  having  regard  to  the 
depression  that  existed  in  many  branches  of  trade,  he 
thought  they  ought  to  have  heard  from  the  Couocil  some- 
thing as  to  whether  they  had  considered  these  points  very 
carefully  before  bringing  a  drastic  measure  of  this  kind 
before  the  members,  because  the  main  point  to  consider  was 
the  accession  of  numbers  and  the  increase  of  the  Society. 
He  was  not  aware  that  they  had  suffered  in  any  way  by  the 
manner  in  which  the  affairs  of  the  Company  had  hitherto 
been  conducted,  and  would  say  that  there  was  no  member 
of  this  Society  who  had  a  higher  opinion  of  its  worthy 
Secretary  than  he  had.  Mr.  Martin  had  been  most  careful 
of  the  interests  of  the  Society,  and  most  courteous  and  able 
in  every  possible  way ;  but  when  he  (the  speaker)  saw  in 
the  Balance  Sheet  that  a  sum  of  ^i>i5o  was  paid  for  salaries 
and  rent,  he  thought,  considering  the  state  of  the  Society 
and  its  numbers,  that  it  was  a  little  bit  of  a  mistake  to  put 
an  additional  burden  upon  the  members — (hear,  hear)— 
and  also  specially  with  regard  to  the  hope  they  had  as  to 
bringing  in  the  younger  members  of  the  profession.  He 
put  forward  these  views  with  very  great  deference  because 
the  Council  of  the  Society  had  always  conducted  its  affairs 
in  a  manner  that  had  earned  the  appreciation  of  the  members 
entirely,  and  he  had  no  doubt  the  members  would  follow  the 
Council;  but  still  he  thought  this  matter  was  one  that 
ought  not  to  have  been  sprung  upon  them  as  it  had  been. 
There  were  many  things  that  ought  to  be  considered  in 
connection  with  it,  and  especially  that  one  point  as  to 
bringing  in  new  members,  in  which  respect  he  thought  it 
might  be  detrimental.    (Hear,  hear.) 

Mr.  G.  Palmer  (London)  thought  it  must  be  somewhat  of 
a  relief  to  the  Council  to  feel  that  there  were  other  opinions 
than  their  own ;  and  certainly  a  little  opposition  after  the 
unqualified  approval  of  everything  so  far  in  that  meeting  must 
be  welcome.  (Laughter.)  They  had  to  look  upon  this  matter, 
as  the  last  speaker  had  suggested,  from  the  sordid  business 
point  of  view.  Let  them  take  it  from  that  point  of  view 
entirely.  They  were  asked  to  increase  their  subscription  by 
about  double.  He  thought  the  apportionment  as  between 
the  different  classes  of  members  must  be  considered  equit- 
able ;  bat  what  remained  lor  them  to  consider  was  the 
principle  of  whether  they  should  increase  the  subscription 


or  not.  Now,  where  could  they  find  a  better  investment  for 
their  money  than  in  an  increase  in  their  subscription  ? 
(Heir,  hear.)  If  they  were  each  to  spend  £$0  a  year 
individually  they  could  not  accomplish  what  they  could 
accomplish  by  putting  together  their  £2  2s.  each.  That  was 
putting  the  thing  from  a  sordid  business  point  of  view,  and 
that  was  how  he  looked  at  it.  And  if  they  could  not,  as 
members  of  this  important  body,  raise  by  hook  or  by  crook 
an  extra  £2  2s.  apiece,  they  were  not  worthy  of  the  name  of 
an  honourable  profession.  (Hear,  hear.)  The  other  side 
of  the  question  had  been  already  amplified  by  the  report 
But  on  that  point  let  them  look  at  the  history  of  other 
Societies.  Take  the  Institute,  for  instance.  All  Societies  of 
this  kind— in  fact  individuals  too,  unfortunately — were 
reckoned  by  their  surplus  and  reserve  very  largely  as  to 
their  strength.  Well,  let  the  Society  be  strong.  It  was 
their  duty  to  be  strong  now.  They  had  lived  twenty-one 
years,  and  if  they  could  not  glory  in  the  strength  of  their 
manhood  now  they  never  would.     (Applause.) 

Mr.  SiBsoN  remarked  that  whereas  Mr.  Banning  objected 
to  paying  a  larger  subscription,  in  the  capacity  he  (the 
speaker)  occupied  as  an  Associate  of  the  Society  not  prac- 
tising— he  happened  to  be  an  accountant  to  a  public  body — 
on  the  face  of  the  present  proposal  he  was  disposed,  until 
he  received  some  further  explanation,  to  complain  that  he 
was  asked  to  pay  too  little.  (Laughter.)  He  most  cordially 
supported  the  demand  for  better  accommodation  on  behalf 
of  everybody.  That  had  really  been  a  sore  point  in  the 
Society  for  many  years.  They  really  must  have  better 
accommodation,  and  they  could  not  get  it  unless  they  had 
some  more  money — ^and  they  could  not  get  that  money  unless 
they  provided  it  themselves — that  was  perfectly  clear.  So 
that  his  complaint  rather  differed  from  that  of  his  friend 
Mr.  Banning.  But  there  seemed  to  be  no  reason  why  all 
the  Associates  of  this  Society  should  not  be  asked  to  pay 
£z  2S.  a  year.  The  Society  would  have  infinitely  more 
money  if  they  all  paid  that,  and  why  should  they  not  ? 
Although  at  the  moment  he  held  an  appointment— as  he 
had  done  for  many  years— as  an  accountant  to  a  public 
body,  he  was  perfectly  willing  to  pay  his  £2  2s.  a  year,  and 
he  did  not  like  a  differentiation  in  the  rota.  They  had 
always  been  in  this  Society  Fellows  and  Associates,  and  he 
did  not  like  the  idea  of  there  being  different  classifications 
of  the  members.  He  did  not  suggest  that  there  was  any 
possibility  of  Associates  who  were  set  down  as  not  in  practice 
being  at  any  time  under  any  disability  on  that  account.  He 
was  perfectly  certain  the  Council  did  not  entertain  any 
feeling  of  that  sort,  and  that  all  of  them,  together  with  the 
Secretary,  would  stand  to  a  man  against  any  attempt  to  put 
any  disability  upon  Associates  who  might  happen  for  the 
time  being  not  to  be  in  practice ;  but  there  was  a  danger  of 
differentiating  in  the  rota.  At  the  present  moment  an 
Associate  who  happened  to  be  an  accountant  to  a  public 
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body  might,  if  he  pleased,  take  a  cc^ain  amount  of  private 
practice  without  anybody  being  any  the  wiser.  He  might 
have  opportunities  of  putting  little  items  in  his  pocket,  and 
doubtless  many  of  them  did.  If  he  had  to  set  out  that  be 
was  practising,  that  might  be  investigated  by  people  whom 
he  might  not  desire  to  investigate  it.  (Laughter.)  If,  on 
the  other  hand,  he  did  not  so  describe  himself  and  yet  went 
on  taking  these  little  interesting  pieces  of  work,  he  appeared 
to  be  in  the  position  of  a  hypocrite  so  far  as  the  Society  and 
his  fellow  members  were  concerned.  He  ventured  to  suggest 
that  there  was  no  reason  whatever  why  this  £1  2s.  a  year 
should  not  be  paid  by  all  Associates,  whether  practising  or 
not.  (Hear,  hear.)  Then  there  was  another  point.  They 
had  Associates  in  practice.  A  young  man,  if  he  were 
fortunate  in  his  profession,  might  make  an  income  of  a  few 
hundreds  a  year,  but  that  was  more  or  less  problematical. 
He  knew  what  auditors'  accounts  were;  they  could  not 
always  get  them,  and  had  to  wait  for  their  money.  The 
man  who  held  an  appointment  as  accountant  to  a  public 
body,  however,  was  practically  certain — ^unless  it  was  a  very 
unfortunate  public  body — of  getting  his  salary,  and  could 
reckon  his  expenditure  accordingly;  so  that  an  Associate 
not  in  practice  was  sometimes  in  a  better  position  to  pay  his 
/2  2S.  a  year  than  an  Associate  in  practice. 

Mr.  Wilson  did  not  know  how  far  Mr.  Banning  had 
considered  this  question,  but  he  hoped  that  the  members 
would  regard  this  as  a  great  opportunity,  and  would  rise  to 
that  opportunity.  For  many  years  past  they  had  not  been 
called  upon  to  pay  the  subscription  that  they  would  be 
called  upon  to  pay  to  a  second-class  club,  and  in  his  opinion 
it  was  not  capable  of  argument  on  the  other  side,  and  he 
hoped  nobody  would  attempt  to  argue  it.  It  certainly  did 
not  commend  itself  to  his  judgment,  nor  would  it  commend 
itself  to  the  judgment  of  the  Council,  that  they  should  seek 
to  increase  their  membership  merely  to  raise  more  money. 
(Hear,  hear.)  Such  was  the  care  taken  with  regard  to  the 
material  admitted  to  the  Society  that  he  could  tell  Mr. 
Banning  at  once  that  that  was  not  a  possible  way  out  of  the 
difficulty,  and  therefore  it  was  not  worth  their  while  M^asting 
much  time  over  that.  There  was  a  slight  difference  of 
opinion  on  the  Council  when  the  matter  was  first  considered, 
but  when  the  matter  was  gone  into  in  detail  all  differences 
disappeared,  and  quite  rightly  so.  He  thought  everybody 
would  desire  to  see  the  Society  properly  housed.  That 
day's  proceedings  had  been  singularly  harmonious,  and  he 
did  not  want  even  one  dissentient  voice  raised  against  the 
proposals  made.  They  were  in  the  interests  of  the  Society. 
(Hear,  hear.)  It  was  not  simply  a  question  of  the  work 
that  had  been  done  that  showed,  like  the  recent  law  case, 
but  there  was  that  attention  to  detail  that  had  been  going  on 
now  for  twenty-one  years,  and  which  made  even  that  trial 
possible  to  be  won  by  the  large  number  of  representative 
men  whom  the  Society  could  draw  upon  from  all  parts  of 


the  kingdom  to  give  evidence  in  favour  of  the  Society.  That 
was  just  one  case.  Work  had  been  going  on  in  a  thousand 
and  one  directions  which  the  members  had  not  seen,  and  if 
one  wanted  to  complain  he  could  complain  of  slack-backs 
who  did  not  properly  describe  themselves,  and  who  were  a 
drawback  when  that  trial  came  on.  He  hoped  there  would 
be  no  such  in  the  future,  either  in  the  matter  of  their 
description  or  in  the  slackness  of  taking  up  the  Fellowship 
degree,  which  everyone  who  was  qualified  ought  to  aspire 
to,  and  also  that  there  would  be  no  cavilling  at  the  small 
extra  tax  proposed  to  be  put  upon  the  members  that  day. 
in  which  the  Council  set  an  example  by  taxing  themselves  to 
a  higher  figure  than  any  Associate  was  called  upon  to  pay. 
He  was  not  going  to  argue  the  question  of  Associates  not  in 
practice.  So  far  the  Council  had  not  attempted  unduly  to 
press  upon  them,  and  he  did  not  think  that  needed  much 
argument  from  anybody.  It  was  better  to  leave  them  in  the 
position  that  they  were  in  rather  than  that  they  should 
stand  up  and  complain  that  they  had  been  hardly  treated. 
No  one  could  complain  of  being  hardly  or  harshly  treated  ; 
and  he  hoped  that  Mr.  Banning  would  neither  go  away 
feeling  that  he  had  any  objection  to  the  proposals  made  nor 
do  otherwise  than  vote,  as  he  (the  speaker)  hoped  every  one 
in  the  room  would  vote,  for  the  resolution.    (Applause.) 

Mr.  H.  J.  Burgess  said  he  saw  that  the  proposal  was  for 
the  greater  portion  of  the  increased  subscription  to  come 
from  London  members.  He  for  one  would  be  pleased  to 
contribute.  They  would  not  have  been  in  the  position  they 
were  in  to-day  if  they  had  not  been  members  of  the  Society, 
and  a  man  should  never  kick  away  the  ladder  that  helped 
him  to  get  on  to  the  building.  If  the  Council  could  see 
their  way  to  get  the  provincial  members  and  Associates  to 
contribute  more  towards  this  proposed  increase  of  revenue 
he  would  be  very  pleased.  He  noticed,  on  turning  to  the 
accounts,  that  there  was  an  item  of  grants  to  District 
Societies  of  Incorporated  Accountants  and  grants  to  Incor- 
porated Accountants  Students'  Societies.  He  would  ask 
the  provincial  members  not  to  forget  the  help  they  received 
from  headquarters ;  they  should  contribute  more. 

Mr.  A.  E.  Showbll  (Liverpool),  as  a  provincial  member, 
quite,  agreed  with  the  remarks  made  by  Mr.  Burgess. 
Speaking  only  on  his  own  behalf,  it  seemed  to  him  that  the 
provincial  members  should  pay  as  much  as  the  London 
members.  (Hear,  hear.)  The  advantage,  if  anything, 
seemed  rather  to  lie  with  the  provincial  members,  because 
if  they  went  in  for  a  worthy  establishment  which  would  be 
a  credit  to  the  Society  he  took  it  that  the  provincial  members 
would  have  the  right  of  user  of  those  premises  when  in 
London.  One  suggestion  which  he  would  make,  arising  out 
of  what  the  President  had  said  in  his  speech  as  to  the  pro- 
vincial members  having  to  subscribe  to  their  local  {societies, 
was  that  the  parent  Society  should  take  over  the  cost  of 
administration  oi  the  local  Societies,  that  they  should  < 
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to  give  their  small  contributions,  and  that  they  should  take 
over  the  cost  of  administering  the  local  Societies,  and  then 
the  provincial  members  would  no  doubt  feel  more  free  and 
be  quite  willing  to  pay  subscriptions  on  the  same  basis  as 
the  members  in  London.  With  regard  to  the  proposals 
made,  he  considered  them  extremely  moderate.  They  not  only 
got  good  value  for  their  money,  but  they  ought  to  be  quite 
willing  and  anxious,  in  order  to  further  the  interests  of  the 
Society,  to  enable  the  Council  to  have  sufficient  funds  to  do 
credit  to  themselves  and  the  members  generally.  (Hear, 
hear.) 

Mr.  W.  D.  HowiEsoN  (London)  said  he  had  been  making 
a  little  inquiry  with  regard  to  some  Societies  as  to  what  they 
were  doing.  He  quite  agreed  that  this  Society  was  not 
worthily  housed.  The  question  was  whether  they  need  go 
to  the  expense  that  seemed  rather  to  be  foreshadowed.  He 
had  inquired  at  the  Auctioneers'  Institute,  an  organisation 
with  about  the  same  membership  as  that  of  the  Society — 
some  2,000  members — and  found  they  had  a  large  house 
at  Russell  Square  at  a  rent  of  ;^i5o  a  year.  They  had  a 
long  lease  of  it,  and  having  re-decorated  it  they  had  very 
capital  premises.  Those  premises  included  rooms  open  to 
country  members,  who  could  at  any  time  come  and  make 
appointments  with  other  people.  If  the  Society  had  a 
similar  building  he  thought  it  would  be  a  good  thing. 
It  seemed  to  him  that  it  was  not  necessary  to  come  into  the 
City,  but  that  they  could  get  premises  at  a  smaller  rent  in 
the  neighbourhood  of  Bloomsbury,  or  some  such  direction, 
which  would  suit  their  purpose.  To  take  a  large,  expensive, 
architectural  building  would  be  a  mistake.  The  Institute  of 
Surveyors  had  a  splendid  building  in  Bird  Cage  Walk,  but 
it  had  been  like  a  mill-stone  round  their  neck.  He  did  not 
know  whether  the  Council  of  the  Society  had  seen  what  the 
Auctioneers'  Institute  had  done,  but  it  seemed  to  him  that 
the  Society  might  take  an  example  from  them,  and  that  it 
was  unnecessary  to  go  to  any  very  large  expense.  Reference 
had  been  made  by  the  President  and  by  Mr.  Wilson  to  the 
reluctance  there  was  on  the  part  of  Associates  to  become 
Fellows.  Was  not  that  perhaps  a  matter  of  increased 
subscription  ?  Was  it  not  a  question  whether,  if  they 
increased  the  subscription  of  the  London  members  to  £^  4s., 
they  would  get  Associates  to  come  forward  and  become 
Fellows,  as  they  were  hesitating  to  do  so  even  now  ?  As 
regards  the  premises  they  would  be  equally  for  the  country 
member  as  for  the  London  member— in  fact,  more  for  the 
country  member  than  for  the  London — and  it  seemed  to 
him  that  the  subscription  of  country  and  London  members 
should  be  equal.  Probably  they  would  achieve  all  their 
objects  if  they  made  the  I^ndon  members'  subscriptions  for 
Fellows  /3  3s.,  and  Associates  £\  us.  6d.,  and  made  no 
difference  between  London  and  country  members.  (Hear, 
hear.) 

Mr.  E.  Richmond  (Sheffield)  asked  if  the  meeting  had  to 


vote  for  or  against  the  resolution,  as  the  case  might  be, 
and  that  would  settle  the  matter ;  or  if  any  of  the 
suggestions  made  were  to  be  adopted  by  the  meeting,  did 
that  mean  that  later  on  the  matter  would  have  to  be  again 
submitted  io  another  meeting  of  the  members?  It  would 
perhaps  help  to  shorten  the  meeting  if  they  had  a  ruling 
at  this  stage. 

The  President  :  My  ruling  is  that  we  must  either  take 
or  leave  the  resolutions  as  they  are  on  the  paper. 

Mr.  C.  H.  Patterson  (London)  said  that  in  the  interests 
of  a  large  number  of  members  of  the  Society  who  were 
not  in  practice  at  the  present  time,  and  were  not  likely  to 
be,  owing  to  the  positions  which  tihey  held  on  public  bodies 
and  otherwise,  he  would  like  to  know  whether  in  view  of 
future  registration  it  was  likely  that  any  distinction  would 
be  made.  That  was  to  say,  was  there  going  to  be  a 
separate  classification  of  accountants  in  practice,  either 
Fellows  or  Associates,  and  was  there  going  to  be  some 
distinction  made  in  the  future  registration?  He  asked 
this  because  they  were  all  quite  conversant  with  the  feel- 
ings expressed  from  time  to  time  by  the  Institute  of 
Accountants,  and  he  thought  it  was  only  reasonable  that 
they  should  at  this  stage  have  some  explanation  as  to  what 
thedr  future  position  was  likely  to  be. 

Mr.  SiBSON  asked  if  it  would  be  possible  to  move  an 
amendment  on  the  subject. 

The  President:  I  am  afraid  not.  We  are  legally 
advised  tiiat  we  cannot  alter  the  resolution. 

Mr.  W.  H.  AsHMOLE  (London)  wished  to  follow  up  the 
question  asked  by  Mr.  Patterson.  It  seemed  to  him  that 
there  should  be  some  understanding  on  the  point. 

Mr.  Wilson  asked  the  speaker  to  read  the  last  paragraph 
but  one  on  the  second  page. 

Mr.  Ash  MOLE  said  he  had  read  that  paragraph,  but  it 
did  not  answer  the  question.  It  appeared  to  him  there 
ought  to  be  some  common  understanding  on  the  point. 
He  personally  did  not  agree  with  the  differentiation  of 
members.  He  heartily  agreed  with  the  increased  subscrip- 
tion, for  the  requirements  of  the  Society  demanded  it,  but 
he  was  absolutely  opposed  to  this  differentiation  of 
members,  and  he  felt  a  su^idon  creeping  over  his  mind 
that  that  differentiation  would  be  used  against  the  members 
not  in  practice,  possibly,  in  future. 

Mr.  Wilson  :  Not  at  all. 

Mr.  Ashmole  said  be  hoped  not,  but  that  was  a  suspicion 
whdoh  occurred  to  his  mdnd.  With  regard  to  Associates  not 
taking  up  their  Fellowship,  tiiat  was  doubtless  largely  due 
to  the  prohibitive  entrance  fees  and  subscription.  (A 
laugh.)  He  thought  the  Society  would  greatly  l)enefit  if 
the  Council  could  do  something  in  that  direction.     H' 
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saw  some  meanbers  smiling,  but  he  knew  it  to  be  a  fact, 
all  the  same,  that  there  were  hundreds  of  Associates  all 
over  the  country  who  would  take  up  their  Fellowship 
degree  and  pay  the  subscription  if  it  were  not  for  the 
entrance  fee,  which  must  tell  against  the  int^ests  of  the 
Society's  funds  in  the  long  run.  ile  would  ask  the  Council 
seriously  to  consider  putting  all  those  members,  both  in 
and  out  of  practice,  on  the  same  footing. 

Mr.  nowiESON  intimated  that  he  would  like  to  move  an 
amenidment  in  accordance  with  what  he  had  suggested. 

The  Solicitor  :  I  am  afraid  we  cannot  have  any  amend- 
ment. We  must  take  the  resolutions  as  they  are,  and 
either  adopt  them  or  leave  them ;  there  is  no  other 
alternative. 

The  President:  With  reference  to  the  point  Mr. 
Ilowieson  raised  as  to  the  Auctioneers'  Institute,  our  pro- 
fession is  a  little  different  from  that  of  auctioneers.  We 
are  associated  so  much  with  the  City  that  we  must  have 
our  headquarters  in  the  City.  (Hear,  hear.)  They  would 
all  like  to  be  able  to  get  a  fine  building  outside  the  City  at 
a  low  rental,  but  unfortunately  they  could  not  do  it.  Their 
position  undoubtedly  was  within  the  City,  and,  not  only 
that,  but  within  a  short  distance  of  the  Bank.  (Hear, 
hear.)  With  reference  to  Mr.  Patterson's  question,  of 
course  he  could  not  discuss  it  here.  But  his  answer  was 
this — ^that  the  interests  of  all  parties,  of  all  classes,  of  all 
grades  in  the  Society  would  be  studied  in  any  legislation 
that  took  place,  and  fully  safeguarded. 

Mr.  Wilson  :  We  have  never  deviated  from  that. 

Mr.  E.  A.  Coombs  said  he  was  exceedingly  sorry  the 
President  was  unable  to  g^ve  the  meeting  a  little  further 
information  than  he  did.  Up  to  the  point  when  he  rose 
to  answer  Mr.  Pa/tterson's  question  he  (the  speaker)  was 
strongly  in  favour  of  the  proposal  of  the  Council,  but  in 
view  of  the  reply  the  President  gave  to  Mr.  Patterson's 
question  he  now  felt  that  there  was  some  danger.  He  was 
not  accusing  the  Council  of  bad  faith,  or  anything  of  that 
sort,  bu*  he  was  afraid,  from  the  nature  of  the  answer 
given,  there  might  be  some  danger  in  future  that  Fellows 
and  Associates  not  in  practice  might  be  relegated  to  an 
inferior  position  to  that  held  and  occupied  by  Fellows  in 
practice.  Of  course,  it  was  very  difl&cult  for  him— and  no 
doubt  it  was  also  difficult  for  other  members  in  the  same 
position  as  himself,  as  a  Fellow  not  in  practice — to  vote 
upon  this  question  as  he  would  be  prepared  to  vote  if  he 
could  have  a  clear  assurance  that  there  would  be  no 
differentiation  in  the  voting  power  of  Fellows  and 
Associates  not  in  practice  and  Fellows  and  Associates  in 
practice. 

The  President  :  There  is  no  difference. 

Mr.  Coombs  :  There  is  none  at  the  present  time. 


Mr.  Wilson  :   Nor  will  there  be. 

The  President  :  So  far  as  our  Society  is  concerned  there 
will  be  no  difference  whatever.  I  thought  you  were  going 
to  try  to  pin  me  to  a  question  of  what  will  take  place  when 
we  get  statutory  recx)gnition.  That  is  what  I  thought  you 
were  referring  to.  If  it  is  only  so  far  as  this  Society  is 
concerned,  I  may  say  there  will  be  no  differentiation  i.'; 
voting  power.  I  am  sorry  I  misunderstood  the  gentleman 
from  the  beginning.  I  thought  he  referred,  by  the  way  he 
was  speaking,  to  negotiations  with  the  Institute  for  the 
purpose  of  bringing  in  a  Registration  Bill,  which  are,  of 
course,  privileged. 

Mr.  Coombs  was  exceedingly  obliged  to  the  President  for 
his  explanation,  but  he  felt  now  that  there  was  no  justifica- 
tion for  Fellows  and  Associates  not  in  practice  being  asked 
for  a  smaller  subscription  than  that  payable  by  those  in 
practice,  and  he  was  sorry  they  were  asking  for  it. 

The  President  :  It  has  been  the  custom  of  another 
Society  to  do  the  same  thing — a  senior  Society — and  pro- 
bably we  have,  to  my  regret,  somewhat  followed  on  their 
lines.  I  am  rather  with  you  in  the  matter  personally.  I 
should  like  to  have  seen  the  whole  of  the  subscriptions  the 
same. 

Mr.  Coombs  :  Cannot  we  have  it? 

The  President  :  We  cannot  alter  it  at  the  present  time, 
and  my  duty  now  is  simply  to  put  the  resolution  to  the 
meeting. 

The  resolution,  upon  being  put,  was  carried,  five 
members  dissenting. 

The  President:  I  should  like  to  mention  that  I  have 
here,  in  my  hand,  332  proxies  in  favour  of  the  resolution, 
and  none  against.     (Applause.) 

Mr.  H.  Sibson  :  Would  it  be  possible  for  the  Council  to 
take  into  consideration  the  view  that  has  been  expressed? 

The  President  :  Not  to-day ;  we  would  be  capable  of 
doiiig  that  at  another  meeting.  That  concludes  the  busi- 
ness of  the  extraordinary  general  meeting,  but  we  are  now 
going  to  proceed  to  a  very  pleasant  little  meeting,  and 
when  I  mention  the  name  of  Mr.  Martin  I  am  sure  all  the 
gentlemen  in  the  room  know  what  I  am  referring  to. 
(Applause.) 

Addressing  Mr.  Martin,  the  President  said  :  It  has  been 
the  pleasure  of  the  memt)ers  of  this  Society  to  present  you 
with  a  testimonial  in  recognition  of  the  twenty-one  years' 
service  that  you  have  devoted  to  this  Society,  and  I  have 
verj'  great  pleasure  in  presenting  it  to  you.  I  will  read 
the  address,  which  is  accompanied  by  a  silver  service  of 
plate,  a  cigar-box,  and  also  a  little  present  of  diamonds 
for  Mrs.  Martin.     (Applause.)    I  do  not  wish  to  say  any 
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more  in  introducing  the  matter,  because  our  sentiments 
are  duly  set  out  in  the  address  that  I  shall  read  to  you. 
That  address  is  as  follows:  — 
"To 
Mr.  James  Martin, 

Secretary    of    the    Society    of    Accountants    and 
•  Auditors  (Incorporated  1885). 

Dear  Mr.  Martin, 
We,  the  undersigned  members  of  the  above  Society, 
desire  upon  the  occasion  of  your  completing  twenty-one 
years'  service  as  oux  Secretary  to  express  to  you  the 
deep  sense  of  indebtedness  which  is  felt  by  the  Society 
as  a  whole  for  the  services  which  you  have  rendered  iii 
that  capacity,  and  to  the  cause  of  professional  account- 
ancy throughout  the  British  Empire.  We  recognise  and 
wish  to  place  on  record  in  no  conventional  manner  the 
fact  that  you  have  ever  brought  to  the  performance  of 
your  official  duties  a  zeal  which  money  could  not  buy, 
and  that  you  have  exhibited  in  a  conspicuous  degree 
those  qualities  of  urbanity,  tact,  and  unswerving  devo- 
tion to  duty  which  characterise  the  ideal  Secretary,  and 
which  in  your  case  have  not  only  inspired  us  with  the 
fullest  confidence,  but  have  begotten  from  all  with  whom 
you  have  been  brought  in  contact  an  affectionate  regard. 
Your  completion  of  this  lengthy  term  of  service  (which 
is  almost  coincident  with  the  life  of  the  Society)  affords 
the  members  an  opportunity  of  which  they  gladly  avail 
themselves  to  put  into  concrete  shape  some  expression  01 
the  high  esteem  in  which  you  are  held  by  them,  and  we 
therefore  respectfully  beg  your  acceptance  of  the 
accompanying  silver  service,  as  conveying  in  some 
measure  their  sincere  appreciation  both  of  your  character 
and  work. 

It  is  also  our  especial  pleasure,  in  order  to  associate 
Mrs.  Martin  with  the  occasion,  and  to  show  our  appre- 
ciation of  the  interest  she  has  always  shown  in  the  social 
functions  of  the  Society,  to  ask  her  acceptance  of  a 
diamond  pendant. 

In  conclusion,  may  we  be  permitted  to  express  the 

earnest  hope  that  you  may  long  be  spared  to  serve  and 

give  lustre  to  the  Society  in  the  future,  as  you  have  done 

in  the  past.'* 

(Loud  applause.)     This   address,   I   may   say,   is   already 

engrossed  on  vellum  in  the  album  which  I  have  before  me, 

and  there  will  also  be  bound  up  in  the  album  eventually  an 

imitation  of  the  signature  of  every  donor  to  the  testimonial. 

I  beg,  on  behalf  of  the  Society,  your  acceptance  of  this 

album — though  not  quite  in  the  form  in  which  it  will 

appear  eventually— the  address,  and  the  plate  for  yourself, 

and    the    diamond    pendant    for     Mrs.    Martin.      (Loud 

applause.) 


Mr.  Martin,  wlho  was  loudly  cheered  upon  rising,  and 
who  was  visibly  .affected  by  this  expression  of  the  members* 
esteem,  said  he  had  faced  the  members  a  good  many  times 
during  the  last  tweaty-one  years,  and  did  not  think  he 
had  ever  been  known  to  turn  his  back  upon  their 
opponents.  But  he  thought  he  would  have  tried  to  make 
his  escape  from  that  meeting  had  there  been  an  easy,  con- 
venient, and  unobserved  way  of  getting  out,  not  because 
he  failed  to  appreciate  those  beautiful  gifts,  but  because 
he  found  liimself  totally  unable  to  do  justice  to  their 
kindness.  He  valued  those  gifts  not  merely  for  their 
intrinsic  value,  which  was  very  great,  but  because  they 
were  a  concrete  expression  of  all  the  affectionate  regard 
which  had  been  showered  upon  him  for  the  last  twenty-one 
years.  (Applause.)  If  he  had  accomplished  something  as 
the  Secretary  of  the  Society — and  he  supposed  he  must 
admit  that  he  had  accomplished  something,  because  his 
life  had  been  bound  up  in  the  Society — it  was  t)ecause  of 
the  assistance  which  had  been  given  to  him  by  others.  In 
the  first  place,  he  would  speak  of  his  devoted  wife,  and 
how  dedighted  he  was  to  think  that  she  had  been  in  their 
thoughts,  for  she  had  never  hesitated  to  support  him  in 
his  work,  and  for  his  sake  and  for  the  Society's  welfare, 
to  leave  home  and  children  and  go  to  distant  parts  of  the 
world.  Next  he  would  refer  to  his  friend  and  partner  for 
a  quarter  of  a  century,  Mr.  Arthur  King  Farlow,  who  had 
during  the  whole  time  been  his  backer,  and  had  never 
failed  to  support  him  in  everything  he  had  undertaken. 
Mr.  Farlow  had  his  reward,  for  there  were  few  men  who 
were  more  respected  to-day,  in  the  ranks  both  of  the  Insti- 
tute of  Chartered  Accountants  and  themselves,  because  he 
was  a  good  sportsman  and  ever  ready  to  do  battle  for 
either.  Mr.  Martin  also  bore  testimony  to  the  valuable 
help  he  had  received  from  the  Assistant  Secretary,  Mr. 
William  Strachan,  and  the  staff  of  the  Society,  as  well  as 
to  the  work  which  had  been  done  by  the  members  of  the 
Council,  the  District  Secretaries  throughout  England,  and 
the  Secretaries  in  the  Colonies.  He  said  in  conclusion  : 
Just  let  me  add  one  sentence  as  to  the  Society  itself. 
When  he  heard  a  Judge  of  the  High  Court  say  that  their 
certificate  was  a  certificate  of  reliability  and  integrity  he 
felt  that  their  twenty-one  years'  work  had  not  been  in  vain. 
(Loud  applause.)  He  asked  for  nothing  better  than  that — 
tliat  every  Incorporated  Accountant  would  live  up  to  the 
standard  to  which  his  certificate  had  attained.  In  con- 
clusion, he  thanked  them  most  heartily  for  the  beautiful 
gifts,  which  were  an  outward  and  visible  sigii  of  all  the 
affectionate  regard  which  had  been  showered  upon  him 
not  only  in  England  and  Wales,  but  in  Scotland,  Ireland, 
and  the  British  Dominions,  and  he  and  his  wife  and 
children  would  ever  value  them  and  treasure  them.  (Loud 
applause.) 
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The  President  said  he  had  one  more  little  statement  to 
make — namely,  that  the  Victorian  branch  of  the  Society 
were  about  to  make  a  presentation  to  Mr.  Martin  indicative 
of  the  character  of  their  country.  lie  would  also  like  to  say 
that  all  their  Colonial  branches  had  contributed  to  the 
testimonial,  and  that  one  and  all  wrote  most  encouraging 
letters  regarding  the  work  of  the  Society,  and  especially 
that  of  Mr.  Martin. 

The  proceedings  then  terminated. 


Ube  Education  of  Bndlisb  and  Bmertcan 
accountants* 


(From  The  Journal  of  Accountancy,  N.Y.) 

In  the  March  number  of  The  Journal  we  contrasted  the 
methods  of  accounting  practice  in  vogue  in  England  and  the 
United  States,  and  discovered  that  President  Sells  spoke 
within  bounds  when  he  asserted  that  the  English  accountant 
might  in  matters  of  practice  learn  much  from  his  American 
brother.  We  now  wish  to  call  attention  to  another  phase  of 
the  subject.  Mr.  Sells,  while  claiming  some  superiority  for 
the  American  practitioner,  admitted  that  accountancy  as  a 
profession  stood  upon  a  higher  educational  and  ethical  plane 
in  England  than  in  the  United  States.  Is  this  statement 
wholly  true  ?  In  regard  to  one  part  of  it  we  are  not  inclined 
to  raise  any  question.  The  subject  of  comparative  morality 
is  altogether  too  hazy  to  admit  of  debate.  It  is  difficult  to 
prove  that  one  man's  rules  of  conduct  are  nearer  the  ideal 
than  another's.  It  is  commonly  taken  for  granted  that  a 
community's  ethical  standards  improve  with  age,  and  that 
the  standards  prevailing  in  an  old  country  are  superior  to 
those  in  a  young  country.  So  we  have  no  doubt  that  the 
profession  of  accountancy  in  England,  as  a  result  of  its 
years  of  experience,  has  evolved  a  more  admirable  code  of 
behaviour  than  is  now  recognised  in  the  United  States. 
But  is  the  English  accountant  necessarily  a  better  trained 
man  than  the  American  ?  Has  the  Englishman  a  superior 
education  ?  That  topic  demands  discussion,  for  education 
is  a  subject  in  which  prominent  and  patriotic  accountants 
in  this  country  are  at  the  present  time  most  specially 
interested. 

We  fear  it  must  be  admitted  that  in  general  culture  and 
equipment  the  practising  American  accountant  is  at  present 
not  quite  up  to  the  English  standand.  We  doubt  if  the 
average  American  accountant  is  as  well  read  as  the  English- 
man, and  we  ate  pretty  certain  that  the  American  cannot 
write  so  good  a  letter,  and  that  he  is  less  at  home  in  the 
higher  mathematics.  The  average  American  practitioner  of 
this  generation  is  a  man  who  had  no  thought  in  his  youth 
of  becoming  an  accountant.     He  took  up  the  work  because 


circumstances  proved  that  he  had  a  natural  aptitude  for  it. 
What  he  knows  of  accountancy  he  has  learned  in  the  hard 
school  of  experience,  and  by  the  study  of  books  written  by 
English  accountants.  These  statements,  of  course,  are  not 
true  of  all  American  accountants,  but  they  are  true  of  the 
great  majority.  Some  of  them  are  graduates  of  high  schools 
or  academies,  and  have  a  general  education — so  far  as  that 
can  be  got  from  schools — quite  as  thorough  as  that  which  is 
possessed  by  the  English  accountant.  But  many  of  them,  if 
not  most  of  them,  went  into  business  direct  from  the  public 
or  so-called  *'  grammar  schools."  and  have  got  their  higher 
as  well  as  their  professional  education  by  home  and  office 
study  without  the  aid  of  teachers.  In  England,  on  the  other 
hand,  the  Chartered  Accountant  is  a  man  who  has  ser\ed 
a  prescribed  apprenticeship,  and  completed  a  definite  course 
of  study.  He  chose  his  profession  in  his  youth,  and  his 
school  education  and  subsequent  study  under  professional 
instructors  were  all  designed  to  fit  him  for  intelligent  work 
as  an  accountant.  It  must  be  admitted,  therefore,  that  the 
present  generation  of  English  accountants  in  point  of  educa- 
tion is  superior  to  the  present  generation  of  American 
accountants. 

We  must  reach  a  different  conclusion,  however,  if  we 
consider  the  educational  requirements  governing  the  young 
men  who  are  now  entering  the  profession.  During  the  last 
ten  years  the  practising  accountants  of  this  country,  keenly 
aware  of  the  defects  of  their  own  education,  have  initiated 
an  educational  policy  which  promises  to  put  the  profession 
within  a  few  years  on  a  higher  intellectual  plane  than  has 
yet  been  attained  in  England.  For  example,  a  young  man 
who  wishes  to  become  a  certified  public  accountant  in  the 
State  of  New  York— and  in  some  other  States— must  pass 
examinations  quite  as  broad  in  scope  and  difficult  in 
character  as  those  which  are  exacted  of  the  articled  clerk 
who  desires  to  become  an  English  Chartered  Accoantant. 
For  example,  in  the  State  of  New  York  the  candidate  for  a 
certificate,  before  he  is  permitted  to  take  the  C.P.A.  exami- 
nations, must  have  a  general  education  equivalent  to  that 
given  by  a  four-year  high  school  course.  If  he  is  not  able  to 
give  evidence  that  he  possesses  this  education,  he  must  pass 
State  examinations  in  high  school  subjects,  and  thus  obtain 
the  necessary  "counts"  or  credits.  The  C.P.A.  examina- 
nations  for  which  he  is  then  eligible  embrace  Theory  of 
Accounts,  Practical  Accounting.  Auditing,  and  Commercial 
Law.  Even  after  he  has  passed  these  examinations  suc- 
cessfully, be  is  not  given  the  certificate  unless  he  has  served 
three  years  in  the  office  of  a  practising  public  accountant. 

It  does  not  appear  that  the  young  Englishman,  in  order  to 
become  a  Chartered  Accountant,  has  before  him  an  educa- 
tional task  any  more  difficult  than  that  which  confronts  the 
young  American.  The  EngUsh  youth  must  first  become  an 
articled  clerk  with  a  practising  Chartered  Accountant,  and 
cannot  be  accepted  as  such  unless  he  first  passes  a  *'  Pre- 
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liminary  Examination  "  in  English  composition,  arithmetic, 
elementary  algebra,  history  of  England,  geography,  elemen- 
tary Latin,  and  two  other  subjects  selected  from  the 
languages,  mathematics,  and  the  natural  sciences.  After 
two  and  a-half  years  of  service  as  an  articled  clerk,  during 
which  period  he  is  supposed  to  be  studying  the  rudiments  of 
his  profession  under  the  tutelage  of  his  employers,  he  is 
permitted  to  try  what  is  called  the  Intermediate  Examina- 
tion, which  covers  the  following  subjects : — 

(i)  Bookkeeping  and  Accounts   (including  Partnership 
Accounts) . 

(2)  Bookkeeping  and  Accounts  (including  Executorship 

Accounts.) 

(3)  Auditing. 

(4)  The   Rights  and  Duties  of    Liquidators,    Trustees, 

and  Receivers « 

At  the  end  of  his  five-year  service  as  articled  clerk,  if  he 
has  been  successful  in  the  Preliminary  and  Intermediate 
Examinations,  he  is  permitted  to  go  up  for  the  Final  Exami- 
tion,  which  covers  the  following  subjects  : — 

(i)  Bookkeeping  and   Accounts   (including  Partnership 
Accounts) . 

(2)  Bookkeeping  and  Accounts  (including  Executorship 

Accounts.) 

(3)  Auditing. 

(4)  The  Rights  and  Duties  of  Liquidators,    Trustees, 

and  Receivers. 

(5)  The  Principles  of  the  Law  of  Bankruptcy  and   of 

the  Law  Relating  to  Joint  Stock  Companies. 

(6)  The  Principles  of  Mercantile  Law  and  of  the  Law  of 

Arbitrations  and  Awards. 

It  is  evident  that  the  Intermediate  and  Final  Examinations 
cover  practically  the  same  subjects  embraced  in  the  C.P.A. 
examinations  in  the  State  of  New  York.  It  is  quite 
possible  that  the  English  candidate  knows  more  law  than 
the  American  candidates  in  some  of  our  States,  but  it  is 
very  doubtful  if  he  has  so  broad  a  knowledge  of  the  law  as 
is  to  be  required  hereafter  of  candidates  in  the  State  of 
Pennsylvania.  Indeed,  the  tendency  has  been  during 
recent  years  greatly  to  stiffen  the  examinations  in  law  in 
New  York  and  other  States.  As  for  the  examinations  in 
technical  accounting,  there  is  probably  no  difference  worth 
speaking  of;  the  American  and  English  papers  doubtless 
cover  the  same  subjects,  and  are  equally  difl5cult. 

Having  reference,  therefore,  to  existing  standards,  it  can 
not  be  truthfully  said  that  the  English  accountant  has  a 
better  education  than  the  American.  Indeed,  the  American 
high  school  probably  gives  our  young  men  a  broader  and 
more  valuable  training  than  English  youths  are  able  to  get 
from  corresponding  schools  in  Great  Britain.  Leaving  this 
out  of  account,  we  find  only  one  feature  of  the  English 
system  which  is  lacking  here,  namely,  the  articled  clerkship. 


which  requires  of  the  candidate  five  years'  service  in  the 
oflfice  of  a  Chartered  Accountant.  In  the  State  of  New  York, 
and  in  several  other  States  having  C.P.A.  laws,  candidates 
are  required  to  give  only  three  years  to  such  service.  This 
service  is  considered  necessary,  not  as  an  educational 
requirement,  but  as  a  guaranty  that  every  certified  public 
accountant  has  had  actual  experience  in  business  and  is  not 
merely  crammed  with  theoretical  knowledge  gained  from 
books  and  teachers.  It  is  perhaps  unfortunate  that  the 
young  accountant  in  this  country  gets  no  systematic 
personal  instruction  from  his  employer,  but  we  doubt  very 
much  if  he  is  in  this  respect  much  worse  off  than  his  English 
contemporary.  Furthermore,  in  this  country  university 
schools  of  accounts  have  been  established  within  recent 
years,  and  some  of  them  are  giving  much  more  thorough 
instruction  in  accounting  and  commercial  law  than 
could  possibly  be  given  to  an  articled  clerk  by  any 
single  firm  of  Chartered  Accountants.  The  apprentice- 
ship system  has  never  been  popular  in  America,  and 
probably  never  will  be.  Our  young  men  get  their  general 
and  professional  training  in  day  and  evening  schools,  their 
experience  they  get  in  offices,  and  they  receive  salaries  while 
they  are  getting  it.  This  is  the  American  plan,  and  we  are 
inclined  to  think  that  its  educational  value  is  quite  as  great 
as  that  of  the  apprenticeship  plan  which  obtains  in  Great 
Britain. 

While  the  young  American  accountant  is  to-day  beginning 
his  career  with  an  education  equal  to  that  of  the  young 
English  accountant,  the  same  equality  cannot  be  predicated 
when  we  compare  Scotch  and  American  requirements.  A 
Scottish  Chartered  Accountant,  in  addition  to  examinations 
in  all  the  subjects  required  in  England,  must  also  pass 
examinations  in  Actuarial  Science  and  Political  Economy. 
Scotland,  therefore,  must  now  be  ranked  as  the  pace-maker 
in  the  education  of  accountants.  Let  us  hope  that  within  ten 
years  the  educational  standard  in  the  United  States  will  have 
risen  from  the  English  to  the  Scotch  level,  and  perhaps  have 
gone  a  few  notches  higher. 


AeetindB  for  tbe  ensuing  Tinieeft« 


Tuesday  —  Institute     of     Chartered    Accountants.  — 

Preliminary  Examination,  commencing  at  10.30  a.m. 
Wednesday — Institute     of     Chartered    Accountants. — 

Preliminary  Examination,  commencing  at  10.30  a.m. 
Finance  Committee,  at  12.30  p.m. ;  Council  Meeting, 

at  2  p.m. 
Thursday  —  Institute    of    Chartered    Accountants.  — 

Preliminary  Examination-,  commencing  at  11  a.m. 
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personal. 


Mr.  Wilfrid  Smailes.  of  Ocean  Chambers.  Lowgate, 
Hull,  Chartered  Accountant,  and  Messrs.  Drury  &  Holtby. 
of  3  Parliament  Street,  Hull,  Chartered  Accountants, 
announce  that  they  have  amalgamated  their  practices  as 
from  the  ist  June  1907,  and  the  business  will,  from  that 
date,  be  carried  on  at  Ocean  Chambers,  Lowgate,  Hull, 
under  the  style  of  Smailes,  Drury  &  Holtby. 

Mr.  Johnson  M.  Woodman,  F.C.A.,  of  95  Gresham 
Street,  London,  E.G.,  has  taken  into  partnership  Mr. 
Herbert  A.  Cox,  A.C.A.,  of  52  &  53  Cheapside,  E.C. 
They  will  practise  at  the  above  addresses  under  the  style 
of  Woodman,  Cox  &  Co. 

Mr.  B.  H.  Brook  Eldridge,  Chartered  Accountant,  of 
Temple  Chambers,  33  Brazennose  Street,  Manchester,  has 
taken  over  the  practice  carried  on  by  Mr.  S.  B.  Brigcs,  at 
76  Derby  Street,  Macclesfield,  and  will  continue  the  same 
under  the  style  of  Briggs  &  Eldridge.  His  practice  in 
Manchester  will  be  carried  on  in  his  own  name  as  before. 


failntes  and  Stlls  of  Sale  in  £ndlan& 
and  Males* 


According  to  Kemp*s  MercanHU  G(uutU,  the  total  numbei 
of  commercial  failures  recorded  in  England  and  Wales 
daring  the  week  ending  Friday  May  24th  was  123,  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  London  GaMette 
56 ;  Deeds  of  Arrangement  registered,  67.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were : 
Bankruptcies,  93 ;  Deeds  of  Arrangement,  82 — total,  175  . 
being  a  decrease  of  52.  The  total  number  of  commercial 
failures  recorded  during  the  21  weeks  of  the  present  year  is 
3,239;  the  total  number  recorded  in  the  corresponding  21 
weeks  of  last  year  was  3,544,  showing  a  decrease  of  305. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday 
May  24th,  was  112.  The  number  in  the  corresponding  wee^i 
of  last  year  was  146,  showing  a  decrease  of  34.  The  total 
number  filed  during  the  21  weeks  of  the  present  year  is  3,158  ; 
the  total  number  filed  in  the  corresponding  21  weeks  of 
last  year  was  3,182,  showing  a  decrease  of  24. 


Debentures. 


Friday  May  24th  amounted  to  /3, 104,949,  by  way  of 
addition  to  /2, 547, 109,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  oorresponding 
week  of  last  year  was  /i, 322,068,  showing  an  increase  of 
/i,782,88i.  The  total  amount  registered  daring  the  21 
weeks  of  the  present  year  is  ;( 37,698.542  (in  addition  to  the 
issues  in  previous  years  by  the  same  companies),  as 
compared  with  /36,288,3i2  for  the  corresponding  21  weeks 
in  1906,  showing  an  increase  of  /i, 410, 230. 


The  Profession  in  Scotland. 


Penonftl. 

Mr.  Joseph  Patrick,  C,A.,  Lochwinnoch,  has  been  made 
a  Justice  of  the  Peace  for  Renfrewshire. 


Death  of  Lord  Yoimg. 


The   Mortgages   and    Charges    registered    by    limited 
companies  in  England  and  Wales  during  the  week  ending 


Sincere  regret  was  felt  throughout  professional  circles  in 
Scotland  when  the  death  of  Lord  Young,  on  the  22nd  ult., 
was  announced.  George  Young  was  the  son  of  Alexander 
Young,  well-known  in  his  day  as  the  Procurator-Fiscal  of 
Dumfriesshire,  to  whom  he  was  born  at  Dumfries  in  1819. 

Mr.  Young  completed  his  education,  says  The  Scotsman,  at 
the  University  of  Edinburgh,  and  passed  advocate  at  the 
earliest  possible  moment  in  1840.  He  soon  made  his  mark 
in  the  Parliament  House,  where,  though  in  politics  a  Whig, 
he  came  to  be  on  intimate  terms  with  Mr.  John  Inglis,  then 
rapidly  rising  into  fame.  He  was  to  render  substantial  aid 
to  that  great  man  as  his  junior  in  many  important  cases, 
and  notably  at  the  trial  of  Madeline  Smith.  His  rapid 
progress  in  the  profession  is  attested  by  his  appointment  to 
an  advocate-deputeship  in  1849,  and  still  more  by  his  pro- 
motion to  the  sheriffship  of  Inverness-shire  in  1853.  When 
the  five  years  of  Tory  interregnum  had  come  to  an 
unexpected  end  in  1846,  the  golden  age  of  Whig  supremacy 
recommenced.  But  Mr.  Young,  so  far  as  we  are  aware, 
had  no  special  claim  except  merit  upon  the  extremely  close 
corporation  which  distributed  and  enjoyed  the  legal 
patronage  of  Scotland  at  that  period.  Neither  by  birth  nor 
by  connection  was  he  allied  to  the  predominant  ''clique," 
as  its  enemies  were  in  the  habit  of  calling  it.  That  before 
the  middle  of  the  fifties  he  was  well  on  his  way  to  high 
office  is  ample  evidence  of  the  position  be  had  made  for 
himself  and  the  reputation  he  had  earned. 

From  Inverness  he  passed  to  Haddington  in  i860,  aod 
two  years  later  he  succeeded  Mr.  Edward  Maitland  (Lord 
Barcaple,  as  Solicitor-General.  This  was  the  beginning  of 
an  official  association  with  the  late  Lord  Moncreiff,  then 
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Lord  Advocate,  which  was  destined  to  be  resumed,  after 
some  interruption,  in  another  sphere,  and  which  through- 
out proved  the  reverse  of  harmonious  and  agreeable.  The 
eager  and  ambitious  spirit  of  Mr.  Young  could  ill  brook 
subordination  to  an  intellect  which  he  deemed  inferior  to  his 
own.  He  never,  indeed,  ousted  his  superior  in  office  from 
the  high  place  in  the  con6dence  of  his  party  which  the 
latter  so  worthily  occupied  during  the  Palmerston  rSgimi. 
But  he  could  fall  short  of  that  loyal  and  willing  service 
which  a  chief  is  entitled  to  expect  from  his  second  in 
command,  and  he  could  avail  himself  of  the  opportunities 
for  a  "policy  of  pin-pricks"  which  his  remarkable  talents 
and  restless  temperament  abundantly  sugRested.  He  did 
not  become  Lord  Advocate  until  1869.  when  Moncreifif 
succeeded  George  Patton  as  Lord  Justice-Clerk.  He  had 
then  been  in  Parliament  for  several  years,  having  been  first 
returneJ  for  the  Wigtown  Burghs  in  1865. 

All  this  time  he  was  in  the  enjoyment  of  a  very  large 
practice  in  the  Parliament  House,  as  the  later  volumes  of 
Dunlop's  reports  and  the  earlier  of  Macpherson's  unequi- 
vocally testify.  He  was  "in  everything."  as  the  phrase 
goes,  and  his  pleading,  omnium  consensu,  was  powerful  and 
impressive  in  a  very  high  degree.  His  method  was  distin- 
guished by  great  deliberation,  and  he  never  practised  at  the 
Bar  the  expedition  which  he  was  afterwards  wont  to  inculcate 
upon  others  from  the  Bench  in  the  Outer  House. 

As  a  cross-examiner  he  was  brilliant,  effective,  and  merci- 
less, though  sometimes  he  overshot  the  mark  by  the  very 
fierceness  of  his  onslaught.  Thus,  in  the  once  famous  jury 
cause  of  Gelot  v.  Siewart,  he  began  by  making  a  protracted 
and  ferocious  attack  upon  Madam  Lynch,  the  mistress  of 
the  ex-Dictator  of  Paraguay,  and  so  enabled  that  singularly 
astute  witness  to  recover  her  composure  before  he  came  to 
the  crucial  facts,  and  completely  to  baffle  her  formidable 
assailant.  He  would  press  upon  the  Bench  some  point  of 
law  which  he  fancied  with  astonishing  pertinacity,  as  may 
readily  be  imagined  by  a  generation  which  has  observed 
him  in  the  Division.  He  sought,  apparently,  to  attain  his 
end  by  coercing  or  "concussing"  the  tribunal  rather  than 
by  the  blander  arts  of  mere  persuasion.  But,  whatever  his 
defects,  no  reasonable  man  who  hearkens  to  the  voice  of 
tradition  and  marks  the  reminiscences  of  veterans  still  with 
us  can  doubt  that  he  must  he  ranked  among  the  greatest 
advocates  who  have  practised  at  the  Scottish  Bar. 

Mr.  Young  sat  in  the  House  of  Commons  for  less  than 
nine  years,  during  two-thirds  of  which  he  held  office.  Had 
his  Parliamentary  career  been  prolonged,  he  might  well 
have  risen  to  Cabinet  rank.  As  it  was,  he  enjoyed  to  the 
full  the  confidence  and  esteem  of  his  colleagues.  He 
became  well  known  in  a  certain  section  of  the  political  and 
legal  world  of  London,  where  he  was  courted  and  made 
much  of  as  a  sayer  of  good  things. 


In  the  conduct  of  Scottish  business,  as  we  have  indicated, 
Mr.  Young  was  autocratic  and  masterful.  His  administra- 
tion of  patronage  was  on  the  whole  enlightened  and 
judicious,  though  his  treatment  of  Mr.  Glassford  Bell,  for 
which  no  doubt  the  Treasury  was  at  bottom  responsible, 
brought  the  Government  into  considerable  odium  in  the  West 
of  Scotland.  He  left  his  impresson  the  Statute  Book  directly, 
and  perhaps  vicariously,  too,  for  it  was  thought  that  two 
statutes  of  the  highest  practical  utility  which  it  was  reserved 
for  a  Conservative  Government  to  carry  were  really  found 
by  Lord-Advocate  Gordon  in  the  pigeon-holes  at  Spring 
Gardens.  Whatever  may  be  the  case  with  the  Court  of 
Session  Act  of  1868,  the  Conveyancing  Act  of  1874  is 
perhaps  scarcely  iconoclastic  enough  to  be  entirely  the  work 
of  Mr.  Young's  hands.  The  Law  Agents  Act  of  1873, 
which  was  all  his  own,  effected  an  important  change  in  the 
internal  economy  of  the  legal  profession  in  Scotland.  But, 
of  course,  the  measure  with  which  his  name  will  be  for  ever 
associated  is  the  Education  (Scotland)  Act,  1872.  Imperfect 
in  some  respects,  like  all  other  human  inventions,  the 
system  which  it  set  up  has  shown  remarkable  elasticity  and 
singular  adaptability  to  fresh  requirements  and  altered 
circumstances.  So  well,  indeed,  has  it  worked  that  there  is 
little  popular  demand  for  a  root-and-branch  reconstruction. 
Country  parishes  rejoice  in  the  power  of  controlling  their 
own  educational  affairs,  and  the  schoolmasters  have  not 
yet  succeeded  in  their  crusade  for  the  restoration  of  fixity 
of  tenure. 

Lord  Young  married  early  in  life  Janet,  daughter  of  Mr. 
George  Graham  Bell,  of  Crurie,  Dumfriesshire,  a  well- 
known  advocate.  Mrs.  Young,  by  whom  he  had  a  large 
family,  died  in  1901,  and  his  Lordship  is  survived  by  five 
sons  and  six  daughters,  of  whom  one  is  married  to  Lord 
Mackenzie,  and  another  to  Mr.  James  Adam,  advocate. 


Bcotiiih  ImolYenolei. 


For  the  week  ending  25th  May  the  number  of  insolvencies 
reported  in  Scotland  was  22,  as  compared  with  11  in  the 
corresponding  week  of  last  year.  The  trust  deeds  numbered 
10,  as  compared  with  9 ;  the  sequestrations  7,  as  compared 
with  I ;  and  the  petitions  for  cessio  5,  as  compared  with  i. 
The  total  number  of  insolvencies  for  the  twenty-one  weeks 
of  the  year  is  595,  as  compared  with  548  in  the  corresponding 
period  of  last  year — the  trust  deeds  numbering  288  against 
263,  the  sequestrations  11 1  against  136,  and  the  petitions 
for  cessio  196  against  147.  Of  the  10  trust  deeds  reported 
during  the  week,  one  only  was  granted  in  favour  of  a 
Chartered  Accountant.  Four  voluntary  liquidations  of 
limited  liability  companies  were  gazetted  during  the  week, 
making  63  for  the  twenty-one  weeks. 
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The  "  Yearly  Report  and  General  Balance  Sheet  corre- 
sponding to  1906"  of  the  Banco  dela  Nacion  Argentina,  just 
to  hand  by  mail,  is  a  document  of  a  somewhat  extraordinary 
character,  as  bank  reports  go.     It  is  signed  by  Senor  R. 
Santamarina  (President) ;  but  whether  the  full  credit  for  its 
fine  quality  belongs  to  the  author  or  his  translator  is  a  moot 
point.    Here  is  a  fine,  full-flavoured  example  of  its  quality : 
"  We  have  thought  it  convenient  to  acquire  for  the  bank 
suitable  edifices  for  the  establishment  of  branches,  thus 
fulfilling  an  aspiration  of  the  localities  which  see  the  bank's 
stability    assured  in   that  way  and    the    desire    of   the 
direction  to  be  fixed  in  each  centre  in  a  form  which 
exteriorise    the    prestige    that    should    accompany    our 
Institution.'* 
How  prosaically,  by  contrast,  would  one  of  our  own'joint- 
stock  institutions  announce  the  opening  of  new  provincial 
branch  ofiices. 

After  a  few  references    to  facts  and  figures,  the  report 
proceeds : — 

*'  Law  No.  4507  which  modified  the  Charter  of  the  bank 

in  the  moment  most  propitious  for  the  development  of  the 

operations  of  our  grand  institution  of  credit,  has  given  the 

widefelt  and  beneficial  results  which  the  country  expected, 

and  it  can  be  said  that  the  bank,  in  becoming  the  greated 

propulsive  factor  of  our  riches,  amply  fulfils  the  high 

mission  confided  to  it.     However,  the  vital  sources  of  the 

country  are  so  powerful,  its  expansional  power  so  grand, 

its  progress  so  extraordinary,  that  all  provision  falls  short ; 

and  thus  we  see  the  bank   action  limited  in   a  certain 

manner  by  the  unhoped  for  development   the  business 

transactions  attained,  circumstance  which  has  determined 

the  banking  companies  to  augment  their  resources.'* 

Exactly  what  the  last  sentence  means  we  do  not  profess  to 

know,  but  if  we  take  it  as  foreshadowing  an  early  issue  of 

new  capital  we  shall  probably  not  be  far  from  the  mark. — 

Financial  News. 


Blindfold  Justice.— Benjamin  Reynolds  was  whipt  for 
taking  that  delicious  old  tool  a  hedging-bill,  not  yet  (thank  Heaven) 
superseded  by  any  steam  hedge  clipper.  But  how  could  one  steal, 
as  Edward  Gilbert  was  alleged  to  have  stolen,  two  beehives,  value 
eigbtpence,  from  a  person  unknown  ?  How  could  Simon  Young, 
Anne  bis  wife,  Thomas  Young  and  Mary  bis  wife  manage  to  steal 
nine  shillings  and  tuppence  from  a  person  unknown  ?  Or  rather, 
how  could  they  be  convicted  of  the  same  ?  Did  they  confess, 
when  the  nine  and  tuppence  had  burned  a  hole  in  their  quadri- 
lateral conscience  ?  Or  was  the  person  unknown  someone  whose 
name  the  justices  wished  to  conceal  ?  I  was  always  vainly  hoping 
to  meet  an  assault  and  battery  upon  a  person  unknown.  I  was 
much  puzzled  by  the  low  value  often  set  upon  sheep  and  other 
frequent  subjects  of  theft;  "  for  purposes  of  larceny  "  a  sheep, 
which  must  have  been  worth  on  an  average  7s.  6d.,  is  often  valued 
at  ninepence.  The  explanation  is  that  you  couldn't  be  hanged 
for  less  than  a  shilling  theft,  and  in  the  cases  cited  the  justices  did 
not  always  want  you  to  be  hanged.  But  did  they  arbitrarily 
reduce  the  price  of  the  sheep,  or  was  it  the  merciful  nature  of  the 
indictor  that  fixed  its  value  so  low?— From  "Wanted,  More 
Knowledge,"  in  Th$  ComhUl  Magaxin§  for  June. 


It  was  an  old  Virginia  Judge,  says  the  Green  Bag,  who.  when 
the  lawyers  had  summed  up  for  the  plaintiff  and  defendant 
respectively,  charged  the  jury :  "  Gentlemen  of  the  jury,  if  you 
"  believe  what  the  lawyers  for  the  plaintiff  have  told  you  you  mast 
"  find  for  the  plaintifff  If  you  believe  what  you  have  heard  from 
"  the  lawyers  for  the  defendant,  you  must  find  for  the  defendant. 

"  But  if  you  are  like  I  am,  and  don't  believe  a word  either 

"  have  told  you,  I  don't  know  what  you  will  do." 


From  Michigan,  says  the  American  Case  and  Comment,  comes 
the  following  certificate  given  by  an  abstracter  as  to  a  certain 

person's  title  to  a  piece  of  land :  "  Mr. appears  to  have 

**  all  the  title  in  this  property  that  he  ever  bad,  but  the  records  do 
"  not  show  that  he  ever  had  any  property." 
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BAD   DEBTS 
ARE    REDUCED 


BY   USING  THE 


"JU8T80 


"  STATEMENT 
REGISTER. 


It  enables  the  user  to  see  at  a  glance  how  his 
accounts  stand,  and  to  stop  credit  when  deemed 
advisable. 


Price    6s.  6cl.        Postage    6cl,    extra. 

Sample  Explanatory  Leaf  sent  post  jru  on  application. 


TOLLIT^HARVEY 


Account  Book  Experts  St  Manufacturing  Stationers. 
Dept  <«1.»  79  6RBBH1M  8TRBET,  LONDON,  E.G. 


COUNTY  BOROUOH  OF  WEST  HAM. 


Municipal  Technical  Institute,  Romford  Road,  Stratford,  E. 

TEACHER  OF  BOOKKEEPING  wanted  for  Tuesday. 
Wednesday,  and  Friday   evenings,   to    commence  in 
September  1907. 

Commencing  salary  los.  per  evening. 
Further  particulars  and  forms  of  application  may    be 
obtained  from  the  Principal. 

FRED.  E.  HILLEARY, 
Hducation  Department,  Town  Clerk. 

95  The  Grove,  Stratford,  E. 
Soth  May  1907. 


so  Paoks. 


Pkick  Omb   Shilling   Nbt. 


SOME    LEGAL    TERMS 

or  Introductory  Lectures  on  Lav  for 
Accountant  Students. 

By    A    BARRISTER. 
ess  ft  Co.,  PnUlsh^n,  M  Hoorgats  BtVMt,  LondoD,  B.O. 


Wheatley  Kirk  Price  &  Co., 

(ESTABLISHED    1850) 

VALUERS,  AUCTIONEERS  ft  ARBITRATORS 

OF    EVERY    DESCRIPTION    OF 
WORKS,  PLANT,  MACHINERY,  ft  STOCK. 


PERIODICAL  VALUATIONS  AT  SPKCtAL   RATES 
ANNUAL     INSPECTIONS     FOR     DEPRECIATION. 

SALES  OF  Works  by  private  treaty. 

PARTNERSHIPS'^^IN     ENGINEERING    PROFESSION    ARRANOSD. 


46    Watling    Street,    London,    E.G. 

and    ALBERT    SQUARE,     MANCHESTER. 
Telephone  5,077  Bank.      Telegrams— "  INDICES,  LONDON.' 

XeaMno  Hrticles. 


Auditinsr  in  Australia. 


'THE  Sydney  Morning  Herald  of  the  i6th 
^  April  last  contains  a  short  account  of  a 
meeting  of  several  of  the  shareholders  of  the 
Australian  Newspaper  Company,  Lim.,  which 
had  been  convened  for  the  purpose  of  infor- 
mally discussing  a  circular  that  had  been  issued 
to  the  shareholders  by  Mr.  J.  Robertson, 
F.S.A.A.,  one  of  the  auditors  of  the  company, 
with  regard  to  the  last-issued  Balance  Sheet. 
Before  the  discussion  had  progressed  very  far 
it  was  decided  to  ask  the  reporters  to  retire 
from  the  meeting,  and,  accordingly,  our  con- 
temporary's report  is  incomplete.  It  contains, 
however,  a  statement,  alleged  to  have  been 
made  by  the  auditor,  that  the  printed  Balance 
Sheet  purporting  to  have  been  signed  by  him 
had  not  been  presented  to  him,  and  he  had  not 
known  of  its  existence  until  after  going  through 
the  books — a  statement  which  is  sufficiently 
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serious  to  call  for  very  careful  consideration  on 
the  part  of  the  shareholders  and  upon  the  part 
of  the  profession  generally. 

A  copy  of  the  circular  issued  by  Mr. 
Robertson  to  the  shareholders  has  reached 
us,  and  we  observe  that  it  is  indorsed  by  the 
President  of  the  Sydney  Institute  of  Public 
Accountants  and  the  President  of  the  New 
South  Wales  Division  of  the  Society  of 
Accountants  and  Auditors  (Eng.),  who  express 
themselves  as  entirely  agreeing  with  Mr. 
Robertson's  action.  This  circular  sets  out 
in  full  the  Balance  Sheet  and  Profit  and  Loss 
Account  to  the  30th  June  1906  in  the  form  in 
which  it  is  alleged  they  should  have  been  issued 
to  the  shareholders,  and  also  the  same  docu- 
ments in  the  form  in  which  they  were  issued 
without  the  knowledge  of  the  auditors, 
although  their  certificate  and  signatures  were 
appended  thereto. 

Comparing  these  accounts  we  find  that  the 
difference  in  the  Profit  and  Loss  Account  is 
that,  whereas  the  account  which  the  auditors 
claim  to  have  been  submitted  to  and  approved 
by  them  showed  a  debit  balance  at  the  com- 
mencement of  the  year  of  ^^5,918  3s.  4d.,  it 
was  reduced  at  the  end  of  the  year  to  a  debit 
balance  of  ;f  5,834  17s.  5d.,  the  Profit  and  Loss 
Account  actually  issued  omits  these  balances 
altogether,  and  shows  a  credit  balance  of 
£83  5s.  I  id.,  which  is  brought  into  the  Balance 
Sheet  upon  the  left-hand  side  as  **  Balance," 
without  any  qualification  whatever ;  while  the 
debit  balance  on  the  Profit  and  Loss  Account 
on  the  30th  June  1905  of  :jf5,9i8  3s.  4d.  has 
been  added  to  the  Goodwill  Account,  increas- 
ing that  item  from  ^f  18,844  os.  6d.  to 
£24,762  3s.  lod.  The  essential  difference 
between  the  two  Balance  Sheets  is  that 
the  one  which    the  auditors  claim    to   have 


been  submitted  to  and  approved  by  them  showed 
an  adverse  balance  on  Profit  and  Loss  Account 
of  £5,834  17s.  5d.,  while  the  Balance  Sheet 
issued  showed  an  available  balance  of  undivided 
profits  amounting  to  £83  5s.  iid.,  and  the 
Goodwill  Account  written  up  by  the  amount  of 
the  accumulated  loss  to  the  commencement  of 
the  year  then  current. 

It  does  not  appear  to  be  very  necessary  to 
discuss  whether  or  not  the  Balance  Sheet  in 
this  amended  form  might  properly  have  been 
issued  by  the  company  and  approved  by  the 
shareholders,  but  Mr.  Robertson's  allegation 
that  the  names  of  the  auditors  have,  without 
their  authority,  been  appended  to  a  Balance 
Sheet  differing  in  somewhat  material  par- 
ticulars from  that  which  was  submitted  to  and 
approved  by  them  is  another  matter  altogether; 
and,  if  the  facts  are  as  stated,  its  seriousness 
cannot  be  whittled  down  by  any  argument  as 
to  the  correctness  of  the  accounts  as  issued. 
We  do  not  know  how  the  law  with  regard  to 
the  matter  stands  in  Australia,  and  it  is,  of 
course,  only  in  its  general  significance  that  the 
matter  is  of  general  interest  to  our  readers. 
The  point  that  will  be  uppermost  in  their  minds 
will  naturally  be,  assuming  that  the  directors 
of  an  English  company  had  acted  in  the 
manner  that  the  directors  of  this  Australian 
company  are  alleged  to  have  done,  what 
would  the  consequences  have  been  ? 

So  far  as  the  auditor  is  concerned,  it  was 
held  in  Re  Joseph  Hargreaves,  Lim.,  that  the 
auditor  was  under  no  obligation  to  communi- 
cate personally  with  the  shareholders ;  but  at 
the  same  time  we  have  little  doubt  that  the 
Council  of  the  English  Institute  would,  under 
such  circumstances,  approve  the  conduct  of 
any  member  who  went  out  of  his  way  to  draw 
the  attention  of  the  shareholders  to  the  facts. 
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So  far  as  the  directors  of  such  a  com- 
pany are  concerned,  there.can  be  little  doubt 
that  they  would  come  under  the  provisions  of 
Section  28  of  the  Companies  Act,  1900,  as 
having  wilfully  made  a  statement  in  a  Balance 
Sheet  false  in  a  material  particular,  with  the 
necessary  consequences.  If  it  were  sought  to 
bring  such  a  case  within  the  provisions  of  the 
Larceny  Act,  1861,  it  would  be  necessary  to  prove 
that  the  accused  had  acted  with  intent  to  defraud, 
whereas,  of  course,  it  is  quite  conceivable  that 
they  might  have  no  such  intention,  and  might 
merely  have  acted  in  ignorance ;  but  under  the 
1900  Act  mere  ignorance,  or  a  failure  to  appre- 
ciate their  responsibilities,  would  be  no  defence. 
Thus  it  would  be  seen  that  the  risk  of  accounts 
being  issued  in  a  form  differing  in  any  material 
particular  from  the  form  in  which  they  have 
been  approved  by  the  auditors  is  limited  either 
to  cases  where  the  directors  act  carelessly  or  in 
ignorance  of  the  seriousness  of  what  they  are 
doing,  or  to  cases  in  which  they  are  prepared 
to  take  the  consequences  of  deliberately  issuing 
false  statements  with  intent  to  defraud.  In  the 
nature  of  things,  cases  coming  under  either 
heading  are  not  likely  to  be  numerous.  It  may, 
however,  be  recalled  that  the  forgery  of  an 
auditor's  signature  to  accounts,  which  had 
never  been  submitted  to  him,  by  a  fraudu- 
lent secretary,  who  by  that  means  was  able  to 
conceal  his  defalcations  for  several  years,  is  not 
altogether  unknown,  and  thus  it  follows  that 
the  mere  fact  that  the  name  of  a  certain  auditor 
is  printed  at  the  foot  of  a  published  Balance 
Sheet  is  not  of  itself  conclusive  evidence  that 
the  accounts  have  been  audited  and  approved 
by  him. 

The  Question  of  Depreciation. 


117E  have  no  desire  to  weary  our  readers  by 

reiterating  comments  upon  the  subject 

of  Depreciation,  but  it  so  happens  that  several 


very  important  papers  upon  this  interesting 
subject  of  Depreciation  have  recently  been 
delivered,  and  each  of  these  calls  for  due  con- 
sideration in  its  turn.  The  one  with  which  we 
propose  to  deal  in  the  present  article  is  that 
read  by  Mr.  P.  D.  Leake,  F.C.A.,  at  a  recent 
meeting  of  the  Institute  of  Directors,  on  the 
question  of  Depreciation,  and  the  Measure- 
ment of  Unexpired  Outlay  on  Productive 
Plant,  a  full  report  of  which  appeared  in  our 
issue  of  the  20th  April  last. 

The  lecturer  pleads  for  a  more  careful  study 
of  the  subject  than  has,  it  is  to  be  feared, 
hitherto  been  general  among  company 
directors,  and  for  the  employment  of  better 
methods  of  computing  the  proper  charge 
against  Revenue  in  order  to  avoid  the  payment, 
however  inadvertent,  of  dividends  out  of 
capital.  We  need  hardly  say  that  we  are 
entirely  at  one  with  Mr.  Leake  as  to  the 
importance  of  the  subject,  and  we  trust  that 
its  consideration  at  a  meeting  of  the  Institute 
of  Directors  may  be  regarded  as  an  indication 
that  the  subject  is  at  length  attracting  the 
serious  attention  of  those  responsible  for  the 
financial  policy  of  joint-stock  companies.  Of 
course,  the  difficulty  that  has  ever  stood 
in  the  way  of  a  proper  and  scientific  treat- 
ment of  depreciation  has  been  the  supine- 
ness  of  the  Courts,  which,  adhering  to  the 
prehistoric  cash  basis  of  accounts,  have 
never  been  persuaded  to  advance  further  in  the 
matter  than  to  treat  adequate  provision  for 
depreciation,  when  insisted  upon  by  directors, 
as  a  matter  of  internal  management,  with 
which  they  do  not  care  to  interfere.  Never 
yet  have  the  Courts  gone  so  far  as  to  declare 
that  there  is  any  necessity  to  make  a  charge 
against  Revenue  for  depreciation  prior  to  the 
date  when  it  becomes  necessary  to  consider 
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the  proper  allocation  of  expenditure  upon 
renewals,  and  this  studied  disinclination  of  the 
Courts  to  take  any  active  part  in  the  establish- 
ment of  company  finances  upon  a  sound  basis 
has,  of  course,  been  taken  the  very  fullest 
advantage  of  by  those  who  find  it  more  con- 
venient to  work  from  hand  to  mouth  than  to 
make  due  provision  against  the  current  profits 
of  each  year  for  all  expenditure  and  all  losses 
incurred  during  that  period. 

Stated  shortly,  the  remedy  suggested  by  the 
lecturer  for  the  existing  unsatisfactory  state  of 
affairs  is  publicity,  and  he  accordingly 
advocates  the  compulsory  keeping  by  every 
company  of  a  detailed  Register  of  Productive 
Plant,  which  would  enable  those  having  access 
thereto  to  ascertain,  without  any  unreasonable 
expenditure  of  time,  whether  or  not  the  ques- 
tion of  depreciation  was  apparently  being 
treated  upon  a  reasonable  basis.  Prima  facie 
the  suggestion  sounds  most  alluring,  but  when 
carefully  examined  it  must,  we  think,  be 
admitted,  however  reluctant  one  may  be  to 
make  the  admission,  that  it  is  altogether 
impracticable. 

In  the  first  place,  the  keeping  of  such  a 
Register  would  involve  the  compiling  of  a  very 
detailed  record  indicating  the  exact  nature  of 
the  plant  owned  by  each  individual  undertak- 
ing, open  for  all  practical  purposes  to  all 
interested  parties,  including  competitors.  That 
is  to  say,  it  would  not  be  possible  for  any  manu- 
facturing company  to  lay  down  new  plant  of 
any  kind  without  at  once  advertising  the  fact 
to  its  competitors,  and  those  who  are  desirous 
of  acquiring  information  as  to  the  wearing 
capacity  of  such  novelties  would  be  provided 
practically  free  of  expense  with  the  most  up- 
to-date  experience  of  others  similarly  engaged. 
There  can,  we  think,  be  little  doubt  that  the 


publication  of  such  data  would  be  extremely 
damaging  to  those  manufacturers  who  were 
sufficiently  enterprising  to  occupy  the  first  rank 
of  pioneers  in  mechanical  industry.  They 
would  be  obliged  to  confess  in  black  and  white 
all  their  little  failures  and  miscalculations,  and 
the  benefit  of  their  experience  would  be  open 
to  all  and  sundry  who  had  not  participated 
in  their  risks.  It  necessarily  follows  that 
the  practical  effect  of  such  a  provision  would 
be  to  greatly  discourage  the  trial  of  new 
methods,  even  upon  an  experimental  basis,  and 
thus  to  retard  development. 

Then,  again,  we  may  point  out  that  a  neces- 
sary corollary  of  such  detailed  disclosure  is  to 
lighten  individual  responsibility.  Where 
information  is  supplied,  even  inferentially,  the 
reasonable  deduction  is  that  absence  of  criticism 
implies  approval.  Thus  it  seems  to  us  not 
unlikely  that  directors  would  feel  perfectly 
justified  in  providing  for  depreciation  upon  an 
absolutely  inadequate  scale  provided  only  their 
shareholders  did  not  object,  and  it  requires  but 
little  experience  of  the  ways  of  shareholders  to 
foretell  that  they  are  not  very  likely  to  object 
overmuch  to  a  financial  policy  that  enables 
large  dividends  to  be  declared.  In  these  days 
of  temporary  and  speculative  holders  of  shares 
in  public  companies  it  seems  out  of  the  question 
to  expect  the  members  of  a  company,  as  such, 
to  provide  the  necessary  ballast  to  secure  that 
the  finances  of  the  undertaking  are  conducted 
upon  a  reasonably  prudent  and  conservative 
scale. 

But  even  supposing  that  the  objections  that 
we  have  hitherto  formulated  be  capable  of  being 
swept  aside  as  entirely  unworthy  of  considera- 
tion, the  fact  would  remain  that  disclosure  can 
only  be  of  value  for  comparative  purposes — ^that 
is  to  say,  the  average  investor,  knowing  nothing 
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of  the  special  circumstances,  could  only  gauge 
the  sufficiency  or  otherwise  of  the  provision 
made  for  depreciation  by  comparing  it  with 
some  more  or  less  fixed  rate  which  he  has  been 
informed,  or  believes,  to  be  a  reasonable  rate  for 
the  depreciation  of  assets  of  that  particular 
class.    All  those,  however,  who  have  gone  into 
the  subject  of  depreciation  more  than  quite 
superficially,  are  well  aware  of  the  impracti- 
cability of  laying  down  hard  and  fast  rates  for 
different  classes  of  assets.     So  much  depends 
upon  individual  circumstances  that  standard  or 
average  rates  are  but  little  guide.  Thus  suppos- 
ing, for  the  sake  of  example,  it  be  assumed  that 
10  per  cent,  per  annum  is  a  generous  average 
provision  for  the  depreciation  of  machinery,  it 
would  certainly  not    be  difficult    to  point  to 
individual  cases  where  12^^  per  cent.,  or  even 
15  per  cent,  was  obviously  inadequate,  or  to 
cases  where  7^  per  cent.,  or  perhaps  even  5  per 
cent.,  erred  upon  the  side  of  over-generosity. 
If  it  were  possible  for  those  who  had  access  to 
the  proposed  Register  to  determine  from  an 
inspection  thereof  whether  or  not  the  provision 
made   for  depreciation  was  reasonable,  there 
might  be  much  to  be  said  in  favour  of  such 
disclosure,  even  in  spite  of  its  somewhat  obvious 
drawbacks,  to  which  we  have  already  drawn 
attention.    But  when  it  is    clear  that   such 
information,  even  when  imparted,  can  serve  no 
very  useful  purpose,  it  seems  to   us  that  the 
poHcy  of  disclosure  might  prove  actively  harm- 
ful, as  conveying  an  appearance  of  safety  which 
would  not  be  borne  out  in  actual  practice.   We 
can  quite  appreciate  that  company  directors 
would  wish  in  this  way  to  avoid  what  may 
appear  to  them  to  be  undue  responsibility  by 
throwing  upon  others  what  are  really  their  own 
burdens,  but  inasmuch  as  it  is  impracticable  to 
place  the  whole  of  the  facts  before  those  others 


sufficiently  to  enable  them  to  arrive  at  a  reason- 
able conclusion  on  the  matter,  we  think  that  it 
would  be  clearly  undesirable  to  allow  directors 
to  shelve  their  responsibilities  in  this  way.  We 
arrive  at  this  conclusion  most  reluctantly, 
because  we  cannot  help  feeling  that,  in  general, 
any  movement  which  has  the  effect  of  taking 
shareholders  more  into  the  confidence  of 
directors  is  to  be  encouraged.  It  is  possible, 
however,  to  pay  too  heavy  a  price  for  almost 
any  advantage,  and  if  the  price  asked  for  what 
is,  after  all,  a  very  modified  form  of  disclosure 
were  to  be  an  entire  freedom  from  responsibility, 
we  feel  sure  it  would  be  undesirable  that  it 
should  be  conceded. 


The  Question  of  Auditorship. 


TN  our  issue  of  the  25th  ult.  we  referred 
shortly  to  a  case  in  which  Mr.  Justice 
Kekewich  had  nominated  a  Chartered 
Accountant  to  act  as  auditor  of  a  company  in 
a  case  where  a  dispute  had  arisen  as  to  who 
was  entitled  to  so  act.  In  a  letter  which  we 
reproduced  last  week,  Messrs.  Gedge,  Ilott 
&  McLeod  provide  some  further  information 
with  regard  to  the  matter. 

The  case,  it  will  be  remembered,  was  an 
action  brought  by  Messrs.  Gedge,  Ilott  & 
McLeod  against  Ye  Mecca,  Lim.,  to  determine 
the  question  as  to  whether  or  not  they  were 
the  auditors  of  the  defendant  company.  In 
February  1906  a  committee  of  shareholders 
was  appointed,  who  recommended  inter  alia 
that  it  was  undesirable  that  the  com- 
pany's auditor  should  be  the  partner  of 
a  Chartered  Accountant  who  was  one 
of  the  directors.  At  the  ensuing  annual 
meeting  in  February  last  the  plaintiffs  were 
nominated  as  auditors,  and  were  duly  elected 
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upon  a  show  of  hands,  whereupon  the  chair- 
man of  the  company  demanded  a  poll,  as  a 
result  of  which  the  resolution  was  negatived. 
There  was,  however,  an  allegation  of  irregularity 
concerning  this  demand  for  a  poll,  which  was 
one  of  the  points  that  Mr.  Justice  Kekewich 
had  to  determine. 

In  the  circumstances  of  the  case  there  can, 
we  think,  be  little  doubt  as  to  the  propriety  of 
his  Lordship's  suggestion  of  a  settlement  under 
which  an  independent  Chartered  Accountant, 
to  be  nominated  by  himself,  should  be 
appointed  as  auditor  to  the  company.  In  the 
long  run  the  interests  of  shareholders  are  likely 
to  suffer  where  there  is  an  obvious  disinclina- 
tion on  the  part  of  a  board  of  directors  to 
accept  the  appointment  of  any  specified  firm 
as  auditors.  But  although  no  doubt  directors, 
like  other  shareholders,  are  entitled  to  have  a 
voice  in  the  appointment  of  auditors  of  the  com- 
pany, and  although  they  are  equally  entitled, 
if  they  think  fit,  to  demand  a  poll,  we  may 
perhaps  be  allowed  to  point  out  that  such 
an  attitude  is  not  usual  upon  the  part  of 
directors,  and  is  one  hardly  calculated  to 
enhance  their  dignity. 

In  the  case  of  a  purely  family  company  there 
is  often  much  to  be  said,  on  the  score  of  con- 
venience, in  favour  of  appointing  as  auditor  a 
person  whose  only  disqualification  is  that  he 
may  happen  to  be  related  to,  or  in  partnership 
with,  some  member  of  the  board.  But  in  the 
case  of  any  company  where  the  shareholders 
are  not  all  personally  known  to  each  other, 
whether  or  not  that  company  may  be  techni- 
cally a  public  company,  it  will,  we  imagine,  be 
generally  admitted  that  the  audit,  if  it  is  to 
command  the  respect  that  an  audit  ought 
always  to  receive,  must  be  made  by  someone 
quite  unconnected  with  any  of  the  accounting 


parties.  This  would  be  so  even  if  there  were 
no  statutory  provision  with  regard  to  the 
matter,  but  Section  21  (3)  of  the  Companies 
Act,  1900,  in  clear  and  unmistakable  terms 
declares  that  a  director  or  officer  of  the 
company  shall  not  be  capable  of  being  elected 
auditor  of  the  company.  The  section  supports, 
although  it  does  not  directly  insist  upon,  the 
general  view  that  interested  parties  are  unsuit- 
able persons  to  appoint  as  auditors ;  and  while, 
of  course,  there  is  no  express  statutory  pro- 
hibition of  such  dual  appointments,  it  would 
seem  impossible  to  logically  justify  them,  save, 
as  we  have  already  said,  in  the  case  of  quite 
small  family  companies.  Indeed  it  would,  we 
think,  be  highly  desirable  that  the  Council  of 
the  Institute  should  take  an  opportunity  of 
expressing  its  dissent  from  this  practice  in  the 
same  way  that  it  has  already  expressed  its 
dissent  from  certain  other  practices  which 
are  in  themselves  by  no  means  illegal. 


xmeefils  Tlotes* 

A  Problem  in  ^°  ^^^  '*^*  issue  a  correspondent, 
Company  signing  himself  **  Inquirer,"  asks  in 
cooun  .  effect  what  entries  should  be  made  in 
the  books  of  a  new  company  to  record  the  fact  that  it 
has  arranged  to  satisfy  a  liability  by  the  issue  of  fnlly- 
paid-up  shares  at  some  future  date.  He  saggests  that 
in  the  meantime  the  personal  account  of  the  vendor 
should  be  debited,  and  a  "Shares  to  be  Issued 
Account"  credited  with  the  amount  of  the  agreed 
purchase-price.  This  would  appear  to  answer  the 
desired  purpose,  but  we  question  whether  it  is,  strictly 
speaking,  correct  to  make  such  an  entry  at  alL  The 
position,  as  we  understand  it,  is  that  the  vendor  has 
agreed  to  allow  the  payment  of  his  account  to  stand 
over  for  the  time  being,  and  the  facts  would,  we  think, 
be  properly  recorded  by  leaving  the  amount  outstanding 
as  a  credit  balance  on  his  personal  account  in  the 
meantime,  the  item  being  shown  separately  upon  the 
liabilities'  side  of  the  Balance  Sheet,  with  a  note 
appended  mentioning  the  arrangement  entered  into 
between  the  parties, 
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f^gMg^  The  Japanese  have  evidently  no  idea 
OMMpaalei  of  following  the  lead  given  to  them  by 
In  Japan.  ^j^^  Legislature  of  this  country,  which 
permits  all  sorts  of  associations  of  foreigners  to  trade 
herewith  limited  liability  without  contributing  anything 
to  the  revenue  of  this  country,  or  without  providing 
any  reasonable  security  that  they  will  pay  the  debts 
that  they  incur.  Article  258  of  the  Japanese  Com- 
mercial Code  provides  that  a  company  which  sets  up  a 
principal  office  in  Japan,  or  makes  it  its  principal  object 
to  do  business  in  Japan,  must,  even  though  it  is  formed 
as  a  foreign  company,  comply  with  the  same  provisions 
as  though  it  were  formed  in  Japan,  and  a  company, 
whose  head  office  is  at  Hong  Kong,  has  recently  been 
prosecuted  and  fined  for  non-compliance  with  this  regu- 
lation. It  is  to  be  regretted  that  the  time  still  seems 
to  be  far  distant  when  our  own  Legislature  may  thinlc  it 
desirable  to  take  some  similar  steps  for  the  protection 
of  commerce  and  investors  in  this  country. 


Warrington  ^"  ^"^  Correspondence  column  this 
Oorporauon  week  we  insert  a  letter  from  Mr. 
ooonnta.  j^^^  Fairhurst  commenting  upon  the 
Weekly  Note  which  appeared  under  this  heading  on 
the  1 8th  ult.  We  are  glad  that  advantage  has  been 
taken  of  the  opportunity  occasioned  by  our  comment  to 
explain  the  circumstances  under  which  the  proposal 
to  appoint  a  professional  auditor  was  dropped,  but  at 
the  same  time  it  is,  we  think,  to  be  regretted  that  the 
proposal,  once  made,  should  not  have  been  acceded  to. 
If  Warrington  is  in  the  exceptional  position  of  being 
able  to  secure  at  least  one  professional  accountant  as 
an  Elective  Auditor,  it  is  certainly  to  be  congratulated, 
but  we  do  not  think  that  this  circumstance  altogether 
obviates  the  need  for  a  professional  audit  The  powers 
of  Elective  Auditors  are  limited  by  statute,  and  are  far 
too  restricted  to  enable  even  a  competent  person  to 
perform  a  satisfactory  audit.  Moreover,  it  is,  we  think, 
not  in  reason  to  expect  all  the  advantages  of  a  paid 
professional  audit  from  an  auditor  who  receives  no 
remuneration. 


The  Yalnation  of  "  Vigilant  '*  inquires  in  our  last  issue 
Stock.  as  to  the  general  view  amongst  the 

profession  as  to  the  desirability  or  otherwise  of  deduct- 
ing the  cash  discount  from  valuations  of  stock-in-trade. 
The  question,  it  may  be  remembered,  was  raised  inci- 
dentally in  the  course  of  the  case  of  The  Irish  Woollen 
Company,  Lim.  v.  Tyson  &  Others,  to  the  reports  of 
which  our  correspondent  may  be  referred.    Although 


nothing  very  definite  was  absolutely  decided,  the 
evidence  then  put  forward  supported  the  impression 
that  there  is  no  absolute  necessity  to  deduct  cash  dis- 
count, although  no  objection  could  be  made  to  such  a 
deduction,  and  this,  we  think,  will  be  regarded  as  the 
general  opinion.  Cash  discounts  are,  we  think,  usually 
regarded  as  a  counting-house  profit  rather  than  a 
trading  profit,  and  if  this  view  be  consistently  followed 
up,  it  necessitates  the  valuation  of  unsold  stock  at  the 
cost  price  before  deducting  such  discounts. 


A  Doflnlttoa 
of  Capital. 


Our  readers  will  be  interested  in  the 
communication  from  Mr.  Gerard  van 
de  Linde,  F.C.A.,  which  we  were  able  to  reproduce  in 
our  Correspondence  column  last  week,  although  we 
venture  to  think  that  they  will  not  all  agree  with  him 
that  the  examination  candidate  referred  to  had  grasped 
the  general  idea  of  what  capital  is.  In  comparing  the 
capital  of  a  firm  or  an  individual  to  the  coal  of  a  steam 
engine,  the  candidate  was  describing  it  as  something 
which  must  of  necessity  be  consumed  in  the  process  of 
producing  a  desired  result,  which  is  certainly  not  the 
normal  course  of  events  in  connection  with  capital. 


AooonnUand  Our  correspondent  Mr.  S.  Hoofien, 
statlitlei.  whose  letter  we  reproduced  last  week, 
will  find  an  interesting  lecture  on  "  Comments  on  Com- 
mercial  Statistics"  by  the  late  C.  R.  Trevor  in  The 
Accountant  (XIII.,  pp.  289  and  302),  also  a  suggestive 
paper  on  **  Useful  Work  for  Students'  Leisure  Hours 
and  on  Statistics  Generally,"  by  Mr.  T.  A.  Welton, 
F.C.A.,  hi  The  Auountant  (XXII.,  p.  999).  There  does 
not  appear  to  be  any  very  systematic  literature  upon 
the  subject  in  existence,  but  the  chapter  on  Periodica 
Returns  in  Dicksee's  *'  Advanced  Accounting  "  deals 
with  the  subject  of  Statistical  Returns,  and  the  employ- 
ment of  charts  and  diagrams  in  connection  therewith. 


ha  In  reply  to  a  question  put  to  the 
•*•**■**«••  Chancellor  of  the  Exchequer  a  short 
time  since  it  was  stated  that,  firom  the  information 
obtained  through  claims  for  abatement  of  hicome-tax, 
it  had  been  estimated  that  the  aggregate  amount  of 
incomes  exceeding  ;£'i6o  and  not  exceeding  ^"700  per 
annum  was  approximately  ;£'275,ooo,ooo.  No  similar 
data  is,  of  course,  at  present  available  in  respect  of 
incomes  between  £700  and  £2,000  per  annum,  but  V 
was  thought  at  Somerset  House  that  the  aggrega 
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amount  of  these  might  perhaps  be  guessed  at  about 
jfi 50,000,000.  It  will  be  of  interest  to  compare  this 
guess  with  the  ascertained  figures  available  in  twelve 
months'  time. 


AmeHcan  In  this  country,  where  every  issue  of 
Railroad!.  railway  capital  requires  the  sanction  of 
Parliament,  which  looks  also  to  the  destined  use  of  that 
capital,  it  is,  perhaps  pardonably,  difficult  to  understand 
with  any  degree  of  clarity  the  many  points  which  the 
problem  of  American  railroads  presents,  and  the 
numerous  obstacles  which  beset  the  path  of  reform. 
The  recent  Presidential  speech,  remarkable  chiefly  for 
the  support  which  it  gave  to  the  **  advance  "  reports,  is 
more  comprehensible  if  it  be  remembered  that  the  limits 
of  the  United  States  constitution  involve  the  crux  of  the 
question.  Democratic  opinion  is  jealous  to  bitterness 
of  State  control,  and  it  is  only  as  regards  Inter-State 
transactions  that  the  Federal  Congress  is  allowed  to 
put  a  finger  in  the  pie.  Corporations  operating  in  any 
particular  State  are  not  usually  under  any  grave  dis- 
ability, for  their  domestic  arrangements  are  regulated 
by  the  Charter  granted  by  that  particular  State,  but 
railroads  are  essentially  Multi-State,  or  "  Inter-State," 
if  the  word  be  preferred,  and  therefore  it  seems 
probable  that  in  the  end  the  Government,  speaking 
temporarily,  or  Congress  speaking  permanently,  will 
'  secure  control  so  far  as  transactions  outside  the  charter- 
ing State  are  concerned.  This  control  is  sought  to  be 
exercised  in  three  main  directions : — 

(i)  No  capital  issues  without  Governmental  consent. 

(2)  All  capital  subscribed  to  be  legitimately  invested 

in  the  property. 

(3)  No  purchase  by  an  Inter- State  railroad  of  any 

stock  in  another   railroad,  without  Govern- 
mental  consent. 

President  Roosevelt's  recent  delivery,  although  it  seems 
to  have  been  sobered  down  to  meet  the  tender  suscepti- 
bilities of  Wall  Street,  appears  to  follow  these  channels, 
and  his  reference  to  a  valuation  of  railroads  on  the  two- 
foot  rule  principle  may  be  politely  ignored.  If  reform 
does  run  on  the  lines  indicated  there  does  not  appear 
to  be  any  very  great  cause  for  anxiety  on  the  part  of 
investors ;  and,  in  any  event,  such  disastrous  events  as 
might  follow  a  course  of  hygiene  of  this  nature  are  not 
likely  to  be  one-half  so  mischievous  as  a  continuance  of 
the  present  system. 


Mr.  AKolth  and  ^^^  Chancellor  of  the  Exchequer 
Hli  QuMtloMn.  appears  to  be  having  quite  a  busy  time, 
for  hardly  a  day  goes  by  but  some  watchful  member 
of  the  House  is  a  seeker  after  truth,  as  politicians 
understand  it.  We  have  had  Mr.  J.  L.  Lucas 
directing  Mr.  Asquith's  attention  to  the  fact  that  "  one 
of  the  leading  firms  of  Paris  drapers  '*  bad  opened  a 
picture  gallery  in  the  West-end  of  London  for  the 
retailing  of  their  goods  during  the  busy  season  in  direct 
competition  with  London  shopkeepers,  and  unhand!- 
capped  by  the  tender  attentions  of  the  Inland  Revenue 
authorities.  Then  Mr.  B.  S.  Straus  asked  whether, 
seeing  that  only  ^f*!, 876,069  148.  yd.  nominal  value  of 
2i  per  cent,  consols  were  purchased  by  the  Govern- 
ment during  the  year  ended  13th  May  1907  for 
redemption  purposes,  the  Chancellor  of  the  Exchequer 
would  consider  the  desirability  of  using  a  much  larger 
proportion  of  the  amount  set  aside  for  the  redaction  of 
debt  this  year  for  'purchasing  Consols  owing  to  the 
present  low  value.  Mr.  Asquith  replied  to  the  efiect 
that  any  tying  of  his  hands  in  this  durection  would  be 
against  public  interest,  but  in  selecting  securities  to 
which  the  Sinking  Fund  could  be  applied  he  would  be 
very  careful  \o  consider  on  each  occasion  the  price  at 
which  they  could  be  purchased.  Lastly,  Mr.  Fell 
asked  whether,  in  view  of  the  fact  that  a  list  of  repre- 
sentative bankers'  securities  now  show  a  depreciation 
in  value  since  January  ist  1906  of  more  than  the 
entire  cost  to  us  of  the  Transvaal  War,  and  having 
regard  to  the  general  uneasiness  felt  by  investors,  the 
Chancellor  of  the  Exchequer  will  consider  the  question 
of  applying  a  larger  portion  of  the  Sinking  Fund  to  the 
purchase  of  Consols  than  he  did  in  the  past  year. 
Mr.  Asquith*s  answer  may  be  expected  to  be  mainly  on 
the  lines  of  his  reply  to  Mr.  B.  S.  Straus. 


A  Wonld-b€  ^  ^^^  interesting  letter  has  appeared 
Ineorporated  in  The  Financial  Times^  in  which  the 
Aocoaatant.       ^^^^^^   ^^^^  ^^^^  .3  ^^^   disclosed, 

after  quoting  Mr.  W.  G.  Rayner,  in  his  recent  speech  as 
President  of  the  Society  of  ^Accountants  and  Auditors, 
points  out  that  one  main  cause  of  the  formation  of 
unauthorised  associations  in  connection  with  the 
accountancy  profession  is  the  many  restrictions  set 
up  by  the  Society  and  the  Institute.  It  is  then  said 
that  membership  of  the  Society  is  more  or  less  con- 
fined to  accountants  holding  **  municipal  or  similar 
positions,"  and  that  an  accountant  to  a  business  firm  o 
a  company  is  excluded.  Our  contemporary's  corre 
spondent    complains    that    although   he    "  holds    the 
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"  highest  certificates  from  various  public  institutions, 
**  gained  by  examination,"  is  a  member  of  the  Chartered 
Institute  of  Secretaries,  and  admissible  to  the  examina- 
tions of  the  Institute  of  Actuaries,  he  is  not  allowed  to 
sit  for  the  Society's  examinations,  and  he  appeals  to 
Mr.  Rayner  to  "  widen  "  the  "  bounds,"  so  that  he  may 
be  no  longer  excluded.  He  makes  a  point  that  he  has 
carefully  kept  clear  of  the  numerous  outside  associa- 
tions which  would  be  glad  of  his  membership. 


Ineome  Tax* 


Mr.  T.  Hallett  Fry,  in  his  latest  income- 
tax  article,  is  very  despondent  over 
the  abolition  of  Section  133  and  the  returns  which 
employers  of  all  kinds  are  to  render  regarding  their 
staffs.  Where,  through  wilful  suppression,  ignorance, 
or  accident,  incorrect  returns  have  previously  been 
made,  the  new  powers  of  the  Inland  Revenue  authorities 
will  work  dire  havoc.  The  fines  and  penalties  are,  as 
will  be  remembered,  to  be  recoverable  for  a  period  of 
three  years,  and  Mr.  Hallett  Fry  interprets  this  as 
follows : — 

If  folse  returns  have  been  made  during  three  con- 
secutive years,  then  penalties  may  be  recovered  for 
each  of  the  years,  and,  in  addition,  treble  duty  for  each 
of  the  years.  Translated  into  simple  language,  it  is 
equivalent  (if  we  assume  the  profit  of  all  the  years  to 
be  the  same)  to  the  recovery  of  no  less  than  nine  years' 
back  tax  instead  of  three,  as  at  present. 


Ool«nlal  ^*  *^®  recent  annual  meeting  of  the 
GomvMiiM  and  Rand  Mines  (a  Transvaal  registered 
Inoome  Tax.  company)  the  chairman  reported  that 
after  prolonged  negotiations  the  subject  of  the  amount 
of  income-tax  to  be  paid  to  the  Inland  Revenue 
authorities  here  has  been  settled  by  compromise.  It 
seems  that  the  company  is  to  pay  the  tax  on  profits 
made  in  this  coantry,  either  through  shares  sold  or 
interest  earned  here,  subject  to  a  refund  still  to  be 
adjusted  of  the  tax  deducted  horn  dividends  paid  to 
shareholders  resident  in  Great  Britain.  The  Financial 
News,  from  whose  report  we  quote,  remarks  that  four 
years  ago  the  income-tax  authorities  sought  to  assess 
the  company  upon  the  whole  of  its  profits,  and  one 
might  wonder  at  the  expenditure  on  ink  and  paper,  to 
say  nothing  of  salaries,  which  has  gone  to  convince  the 
officials  of  their  own  "  blundering." 


Bantaniptey  Law 


The  thirty-eighth  meeting  of  the  Bank- 
ruptcy   Law    Amendment    Committee 
was  held  May  30th  at  the  Royal  Courts 
of  Justice,    Mr.    Muir    Mackenzie    (the    chairman) 


presiding.  Evidence  was  given  by  Mr.  T.  H.  Winder, 
the  Official  Receiver  in  Bankruptcy  for  the  district  of 
the  County  Court  at  Bolton,  and  Mr.  C.  £.  Harrop,  of 
the  firm  of  Messrs.  Sam  Harrop  and  Sons,  Lim., 
provision  dealers,  of  Manchester ;  the  former  of  whom 
gave  the  Committee  the  benefit  of  his  experience  in  the 
administration  of  the  Bankruptcy  Acts  since  1884,  and 
the  latter  of  whom  dealt  with  cases  which  arose  in  the 
wholesale  provision  trade. 


The  Economist  gives  a  rather  belated 
t  0  eserve.  i^q^  characteristically  conservative  con- 
tribution to  the  gold  reserve  discussion  by  suggesting 
that  all  sums  transferred  out  of  profits  to  reserve,  or  to 
the  writing  down  of  premises  or  other  assets,  should  be 
utilised  in  the  purchase  of  gold.  It  is  estimated  that  a 
million  sterling  per  annum  would  be  available  in  this 
way,  and,  of  course,  if  the  scheme  were  adopted,  a  few 
years  would  add  considerably  to  the  strength  of  the 
country's  gold  reserve.  The  Financial  Times*  "  Banking 
Notes "  points  out  a  difficulty,  however,  which  lies  in 
the  direction  of  the  number  of  small  items  involved,  for 
as  fifty  banks  are  included  in  The  Economist's  million 
sterling,  each  individual  contribution  would  be  about 
;£20,ooo,  and  it  is  said  to  be  hardly  conceivable  that 
banks  would  buy  this  amount  of  gold  individually.  It  is 
thought,  therefore,  that  some  method  of  organised  action 
would  have  to  be  adopted  before  the  suggestion  became 
workable  and  practicable. 


ll.wc.pul..'   -^^     "Ex-auditor."    writing    to   Th, 
Bill— Audit        TimeSf  says  : — 
ClauM.  ..J  venture  to   call   atention  to  a 

requirement  accepted  by  the  Government,  and  slipped 
into  the  21st  Clause  (Auditors  and  Balance  Sheet)  of  the 
new  Companies  Bill  during  its  passage  through  the 
House  of  Lords,  under  which,  should  the  Bill  become 
law,  '  one  at  least  of  the  auditors  in  the  case  of  every 
*  company  whose  authorised  capital  amounts  to  ;f  50,000 
'  shall  be  a  person  who  publicly  carries  on  the  business 
'  of  an  accountant. '  It  is  not  clear  whether  this  require- 
ment was  introduced  for  the  benefit  of  shareholders  in 
public  companies  or  in  the  interests  of  professional 
accountants.  If  for  the  benefit  of  the  former,  I  might 
point  to  many  companies  in  which  shareholders  prefer 
that  their  interests  should  be  in  the  hands  of  capable 
business  men  who  are  their  co-partners,  rather  than  that 
they  should  be  entrusted  to  the  clerks  of  busy  profes- 
sional accountants  who  put  their  names  to  the  deliver- 
ances of  their  clerks  ;  and  I  apprehend  that,  inter  alia^  the 
disclosures  in  the  case  of  the  Whi  taker  Wright  group  of 
companies  will  not  tend  to  induce  the  shareholders  in 
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question  to  change  their  views  in  the  foregoing  particular. 
If,  on  the  other  hand,  the  requirement  is  for  the  benefit 
of  persons  *who  publicly  carry  on  the  business  of 
accountants/  then  I  submit  that,  if  such  are  to  have 
special  rights  and  privileges  under  the  law,  they  should 
be  duly  licensed,  as  in  the  case  of  solicitors  and 
auctioneers.  No  doubt,  when  the  Bill  reaches  the 
House  of  Commons,  the  foregoing  proposed  change,  as 
well  as  others,  will  receive  full  consideration ;  but,  in 
any  event,  it  is  to  be  hoped  that  this  21st  Clause  will  be 
so  amended  as  to  contain  a  proviso  that  existing  auditors 
shall  be  eligible  for  re-election  if  shareholders  think  fit, 
and  not  be  thrust  aside  in  favour  of  gentlemen  '  who 
publicly  carry  on  the  business  of  accountants.'  " 

In  the  first  place  the  portion  of  Clause  21  against  which 
complaint  seems  to  be  made  was  not  "  slipped  " — it  was 
duly  carried  as  an  amendment.  There  are,  it  is  true, 
certain  shareholders  who,  while  they  would  not  go  to  a 
gardener  for  medical  advice,  do  not  hesitate  to  employ 
lay  auditors  instead  of  qualified  experts,  but  this  curious 
trait  is  not  likely  to  become  common.  As  to  the  cheap 
sneer  at  "  busy  professional  accountants  "  they,  at  any 
rate,  take  the  responsibility  for  the  efficiency,  or  other- 
wise, of  their  staffs,  and  the  result  would  be  much  the 
same  if  the  idealistic  "  one  man  one  job  "  became  impera- 
tive. Most  of  those  persons  who  publicly  carry  on  the 
business  of  accountants  are  **  duly  licensed,"  inasmuch 
as  their  qualifications  and  training  can  be  discovered  in 
five  minutes,  and  so  far  as  the  investing  public  is  con- 
cerned there  does  not  appear  to  be  any  evidence  of 
panic  in  connection  with  the  point.  "  Ex-auditor  "  is 
evidently  one  who  views  the  loss  of  amateur-auditor- 
ships  with  dismay,  and  it  is  not  difficult  to  conceive 
that  his  case  would  have  been  all  the  better  had  it  not 
been  for  the  special  pleading  which  is  so  very  thinly 
veiled. 


Lay  Flnanoien. 


A    financial   daily   points    out,   with 


appropriate  chuckles,  that  a  contem- 
porary sought  to  show  how  far  Consols  stand  above  the 
funds  of  other  countries  when  these  latter  are  reduced 
to  a  2}  per  cent,  basis.  In  the  course  of  the  exposition 
it  appears  that  Italian  *' Fives"  are  written  down  to 
51  J,  oblivious  of  the  fact  that  owing  to  the  20  per  cent, 
tax  they  are  actually  only  Four  per  Cents !  This  care- 
lessness is  said  to  be  **  a  little  hard  on  the  credit  of  a 
friendly  nation." 


Correspon^ence  an^  Bnauttie9« 

All  communications  to  the  Editor  should  be 
by  letter  only. 


[We  are  at  all  times  ready  to  insert  correspondence  on 
matters  of  interest  to  the  Profession,  but  we  do  not  of  course 
hold  ourselves  in  any.  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  inUnded  for 
current  issue  must  reach  us  at  the  laUst  fry  Wednesday 
afternoon;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents,  not  necessarily  for 
publication,  but  as  a  guarantee  of  good  faith.} 


Breweries    and    Income   Tax— The  Compensation 
Charge. 

{To  the  Editor  of  The  Accountant.) 
Sir,— With  reference  to  Mr.  Hill's  letter  in  yoor  issue 
of  i8th  inst.,  if  the  amount  of  the  compensation  levy  is 
allowed  in  the  account  for  assessment,  Schedule  D,  will 
not  the  Inland  Revenue  demand  that  any  sums  received 
out  of  the  Compensation  Fund  be  brought  in  on  the 
credit  side,  and  tax  be  paid  upon  the  same  ? 

Yours  truly, 
zqth  May  1907.  EMOCNIXAT, 


(To  the  Editor  of  The  Accountant.) 
Sir,— -With  reference  to  Mr.  Hill's  letter  of  the  i8th 
ult.,  I  have  been  connected  with  the  case  of  a  local 
brewery  which  was  not  allowed  to  deduct  the  compen- 
sation fund  charges  (I  take  it  that  this  isthe  description 
of  the  charges  Mr.  Hill  infers)  from  the  accounts  for 
assessment  under  Schedule  D,  by  the  local  Surveyor. 
We  appealed,  and  the  Special  Commissioners  confirmed 
the  local  Surveyor's  decision ;  they  stated  that  as  the 
houses  were  let  to  tenants  they  were  separate  businesses, 
and  therefore  could  not  be  allowed,  but  if  the  houses 
were  under  management  they  were  treated  as  branches, 
and  the  charges  would  be  allowed. 

Does  Mr.  Hill's  case  refer  to  houses  under  manage- 
ment? 

Yours  truly, 

Wakefield,  4th  June  1907.  A.  FIELDING. 


Warrington  Corporation  Accounts. 

[To  the  Editor  of  The  AccowUant.) 
Sir,— My  attention  has  been  called  to  one  of  the 
leaderettes  in  your  issue  of  the  i8th  inst.,  under  the 
heading  of  "  Warrington  Corporation  Accounts." 
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After  stating  that  the  rates  of  the  borough  had  been 
reduced  4d.  in  the  £  you  infer  that  this  reduction  has 
to  some  extent  been  brought  about  by  some  means 
which  will  not  bear  the  scrutiny  of  a  professional 
audit,  and  therefore  the  proposal  to  appoint  a  profes- 
sional auditor  was  withdrawn.  This  insinuation  I 
entirely  refute,  and  have  no  hesitation  in  stating  that 
the  accounts  of  the  Warrington  Corporation  will  bear 
the  strictest  investigation  of  any  professional  auditor. 
In  support  of  this  I  refer  you  to  two  of  your  members, 
Alderman  Arthur  Bennett,  who  is  Vice-Chairman  of 
the  Finance  Committee,  and  Mr.  Edwin  Bradshaw, 
both  of  whom  have  acted  as  auditors  on  many 
occasions. 

The  reason  for  the  refusal  of  the  Council  to  the 
appointment  of  a  professional  auditor  was  that  for  the 
last  thirty  years  one  pr  other  of  the  auditors  has 
invariably  been  either  a  member  of  the  Institute  of 
Chartered  Accountants  or  a  member  of  the  Society  of 
Accountants  and  Auditors,  and  the  Council  considered 
the  audit  satisfactory. 

I  think,  in  fairness  to  me,  it  would  have  been  far 
better  to  have  ascertained  the  facts  before  writing  such 
a  criticism. 

Yours  faithfully, 

JNO.  FAIRHURST. 
Warrington,  y>th  May  1907. 

[Vide  our  Weekly  Note  in  this  issue. — Ed.  AccU'\ 


Finance  Bill,  1907. 

(To  the  Editor  of  the  Accountant,) 

Sir, — I  notice  that  the  contemplated  repeal  of  Section 
133  of  the  Income  Tax  Act,  1842,  has  been  regarded 
mainly  in  its  relation  to  the  Average  System.  Your 
contributor  who  writes  an  article  in  your  last  issue  has 
confined  his  attention  to  this  aspect  of  the  question. 
But  there  is  another  aspect.  The  section  which  it  is 
proposed  to  repeal  has  been  found  extremely  useful  to 
those  persons  who,  owing  to  primitive  methods  of 
accounting,  have  had  no  real  idea  as  to  what  their 
profits  amount  to,  and  have  allowed  themselves  to  be 
assessed  by  the  Income  Tax  Authorities  on  a  mere  basis 
of  guess-work.  Finding  that  the  assessors  have,  from 
time  to  time,  increased  their  assessments  they  have 
decided  to  reform  their  ways  and  to  have  proper 
accounts  prepared.  The  result  of  preparing  such 
accounts  has  sometimes  been  found  to  reveal  the  fact 
that  income-tax  has  been  overpaid,  and  under  the  133rd 


Section  they  have  been  enabled  to  recover  the  difference 
between  the  amount  of  tax  paid  and  the  amount  of  tax 
that  would  have  been  levied  either  on  the  actual  profits 
of  the  year  or  on  the  average  of  the  preceding  three 
years,  whichever  amount  is  the  larger.  It  may,  of 
course,  be  urged  that  persons  who  do  not  keep  proper 
books  of  account  are  entitled  to  no  consideration.  On 
the  other  hand,  however,  it  must  be  remembered  that 
such  persons  are  the  majority  of  our  small  traders,  and 
that  any  inducement  which  can  be  offered  to  them  to 
reform  their  ways  is  in  the  interests  of  the  commercial 
world  at  large. 

Yours  faithfuUy, 


London,  yrd  June,  1907. 


CYRIL  COX. 


Depreciation,  with  Special  Reference  to  the 
Accounts  of  Local  Authorities. 

{To  the  Editor  of  the  Accountant.) 
Sir,— In  your  last  week's  interesting  leader  on  the 
above  subject  you  touch  slightly  on  a  matter  which 
presumably  is  one  of  policy  and  not  of  accountancy — 
viz.,  the  provision,  in  addition  to  the  statutory  Sinking 
Fund  for  redemption  of  debt,  of  another  fund  sufficient 
to  renew  as  and  when  necessary  the  whole  of  the  assets 
of  a  municipal  trading  department,  thus  avoiding  the 
necessity  for  reborrowing. 

To  maintain  the  status  quo  (a  state  of  permanent 
indebtedness)  it  is,  of  course,  imperative  that  the 
statutory  Sinking  Fund  shall  be  supplemented  so  as  to 
allow  of  the  repayment  of  debt  within  the  actual  life  of 
the  various  assets  instead  of  within  their  equated  life* 
But  is  there  any  violation  of  principle — accountancy  or 
otherwise— if  this  only  and  no  more  be  done,  and  it  is 
in  consequence  necessary  to  re-borrow  for  renewals. 

If  there  is  no  violation  of  principle  I  take  it  that, 
until  the  Legislature  imposes  the  double  obligation  of 
providing  for  redemption  of  debt  and  for  renewals,  all 
that  can  be  expected  from  municipalities  is  a  frank  admis- 
sion of  the  permanency  of  the  indebtedness  on  Capital 
Account. 

Your  views  on  these  points  will  be  esteemed  by  the 
writer  (who  is  in  the  municipal  service),  and  no  doubt 
by  other  readers,  judging  from  the  wide  interest  aroused 
by  Professor  Dicksee*s  lecture. 

Yours  truly, 

INCORPORATED  ACCOUNTANT. 

yd  June  1907. 


780 


THE    ACCOUNTANT 


June  8,  1907. 


Compensation  Chars:e8  and  Income  Tax. 

{To  the  Editor  of  tht  Accountant,) 

Sir, — As  I  have  received  so  many  letters,  please 
allow  me  to  reply  through  your  journal.  One  case  was 
heard  at  the  Sessions  House,  Newington  Causeway, 
Surrey,  and  the  other  at  Red  Lion  Square,  Middlesex. 
There  was  no  question  as  to  the  charge  being  allowed 
in  respect  of  houses  under  management,  but  the  Com- 
missioners were  convinced  that  in  all  cases  the  compen- 
sation levied  under  the  Act  of  1904  is  a  trade  expense, 
and  overrides  the  old  Income-tax  Acts,  and  this  is  not 
contrary  to,  but  rather  supported  by,  the  decisions  in 
Watney  v.  Musgrave,  Brickwood  v.  Reynolds^  Hancock  v, 
Gillard,  Reid  v,  Male.  Attention  was  specially  directed 
to  Section  3,  Sub-section  2. 

Yours  faithfully, 
London,  s^d  June  igoj.  DANIEL   HILL. 


Secret  Reserves. 

To  the  Editor  of  The  Accountant. 
Sir, — I  should  be  glad  if  some  of  your  readers  could 
give  me  an  opinion  on  the  following  question,  which 
has  come  before  me  in  the  course  of  my  business. 

I  am  auditor  to  a  company,  and  on  the  accounts 
for  the  past  year  being  placed  before  me  I  find  that 
the  directors  have  charged  to  Revenue  Account  a  large 
number  of  items  of  considerable  amount  which  should 
be  rightly  treated  as  capital  expenditure.  I  having 
pointed  this  out  to  the  directors  they  still  insist  on 
adopting  this  course ;  can  I  in  this  case  give  a  clear 
certificate  to  my  Balance  Sheet,  or  should  the  matter 
be  specially  pointed  out  to  the  shareholders  ? 

The  position  appears  to  be  a  somewhat  extraordinary 
one,  as  the  difficulty  that  auditors  generally  have  to 
deal  with  is  to  get  sufficient  depreciation,  not  to  contest 
an  excess  of  same. 

Yours  faithfully, 

4th  June  1907.  ANXIOUS. 

[The  auditor  is  entitled  to  report  the  facts  to  the 
shareholders,  but  see  Newton  v,  Birmingham  Small  A  rms 
Company,  Lim.,  A.L.R.  XXXV.,  p.  3.— Ed.  Acct,] 


Bankruptcy  Procedure. 

(To  the  Editor  0/  The  Accountant.) 
Sir, — I  observe  in  your  issue  of  May  i8th  a  notice 
\  lecture  by  Mr.  Mackworth  Lucas,  read  before  the 
itute    of  Bookkeepers,  upon    "The    Elements   of 


Bankruptcy  Procedure."  Mr.  Lucas  advocated  a  deed 
of  arrangement  in  certain  cases  in  preference  to 
making  the  debtor  a  bankrupt,  and  thought  that  the 
raising  of  fees  in  connection  with  the  presentation  of  a 
bankruptcy  petition  would  further  this  end;  be  also 
urged  the  amendment  of  the  Deed  of  Arrangements 
Act,  1887,  so  as  to  bind  the  minority  to  the  wishes  of 
the  majority. 

Your  critic  is  rather  sarcastic  as  to  Mr.  Lucases 
remarks,  possibly  because  the  press  account  of  the 
lecture,  owing  to  its  brevity,  is  rather  misleading.  I 
think,  however,  that  he  has  unintentionally  confused 
the  two  suggestions  by  the  lecturer  quoted  above ;  they 
were  quite  separate  statements.  And  with  regard  to  the 
Deed  of  Arrangements  Act,  1887,  the  Master  of  the 
Rolls  seems  to  share  Mr.  Lucas's  view  that  the  Act 
requires  some  amendment  (t/ii^  In  re  Saumarez ;  ex 
parte  Salaman,  Weekly  Notes,  May  4th,  p.  109). 

Yours  faithfully, 

F.  PORTER  FAUSSET. 

London,  June  ^ih  1907. 


Ube  institute  of  Cbattete^  accountants 
in  finglanD  an^  Wales. 


At  a  special  meeting  of  the  Council  (adjourned  from 
the  loth  April  1907),  held  on  Wednesday,  the  5th  June 
1907,  at  the  Hall  of  the  Institute,  Moorgate  Place,  E.C., 
there  were  present :— Mr.  W.  B.  Peat  (President)  in  the 
chair ;  Mr.  Thomas  Bowden  (Vice-President),  and  Messrs. 
W.  Ashworth,  John  B.  Ball.  J.  W.  Barber.  J.  H.  Black- 
bum,  W.  Blease,  E.  M.  Carter,  Ernest  Cooper,  Sir  John 
Craggs,  Mr.  E.  Edmonds,  Sir  Walter  Fisher,  Messrs. 
J.  Ford,  W.  H.  Fox,  John  Gane,  A.  H.  Gibson, 
T.Gregory,  J.  G.  Griflaths.  J.  E.  Halliday.  B.  W.  HardcasUe, 
J.  S.  Harmood-Banner,  M.P..  A.  C.  Harper,  D.Hill,  W.  C. 
Jackson,  F.  A.  Jenkins,  H.  Woodburn  Kirby,  G.  Walter 
Knox,  J.  Mather,  A.  O.  Miles,  F.  W.  Pixley,  W.  Plendcr, 
T.  G.  Shuttleworth,  G.  Sneath,  W.  A.  Stone.  J.  M. 
Wade,  T.  A.  Welton,  F.  Whinney,  T.  Wise,  and  J.  W. 
Woodthorpe. 

Mr.  William  Preston  Campbell-Everden,  F.C.A..  of 
Suffolk  House,  Cannon  Street,  E.C.,  having  been  adjudi- 
cated bankrupt,  was  excluded  from  membership  of  the 
Institute. 

At  the  ordinary  meeting  of  the  Council,  held  at  the  con- 
clusion of  the  special  meeting,  Mr.  W,  B.  Peat  was 
re-elected  President,  and  Mr.  Thomas  Bowden  was  elected 
Vice-President. 
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A  vote  of  thanks  was  passed  to  the  late  Vice-Presielent 
(Mr.  John  B.  Ball)  for  his  services  during  the  past  year. 

The  Examination  Committee  reported  the  following 
notices  for  the  examinations  in  May  and  June,  received  up 
to  the  7th  May  1907 : — 

Intermediate,  27th  and  28  May  1907  . . 
Final,  29th,  30th,  and  31st  May  1907. . 
Preliminary,  4th,  5th,  and  6th  June  1907 


183 
170 
192 

545 


The  Examination  Committee  also  reported  that  Mr.  J.  G. 
GrifiBths  had  offered  to  place  at  the  disposal  of  the  Council 
/i.ooo.  Didcot.  Newbury,  and  Southampton  Junction  Rail- 
way (Newbury  Section)  5  per  cent.  Debenture  Stock,  which 
was  an  investment  left  to  him  under  the  will  of  the  late  Mrs. 
Deloitte,  with  instructions  to  deal  with  it  as  he  might  think 
desirable.  It  is  his  wish  that  one-fifth  of  the  income  of  the 
investment  during  five  years'  service  under  articles  should 
every  year  be  offered  as  a  prize  to  the  best  Preliminary 
Examination  candidate  of  the  year. 

The  thanks  of  the  Council  were  tendered  to  Mr.  Griffiths. 

The  following  Committees  were  appointed  for  the  ensuing 
year: — 


Applications. 

BaU.J.B. 
BUckbiim.J.H. 
Bowden,  T. 
Carter,  B.  M. 
Gordon,  J. 
HaUiday.J.  E. 
Harper.  A.  C 
Kirby,  H.  Woodburn 
Littoo,  J.  G. 
Shuttleworth,  T.  G. 
Sneath,  G. 
Wade,  J.  M. 
Woodthmrpe,  J.  W. 


Examination. 

Ball,  J.  B. 
Barber,  J.  W. 
Bowden,  T. 
Fox,  W.  H. 
Gane^J. 
Gibson,  A.  H. 
Gregory,  T. 
Halliday,  J.  E. 
Hill,  D. 

Kirby.  H.  Woodburn 
Knox,  G.  Walter 
Mather,  J. 
Pixley.  F.  W. 
Flender,  W. 
Saffery,  F.  J. 
Shmtleworth,  T.  G. 
Wade,  J.  M. 
Young,  F.J. 


1 


Finance. 

Barber.  J.  W. 
Blease,  W. 
Bowden,  T. 
Carter,  E.  M. 
Craggs,  Sir  John 
Ford,  J. 
Gordon,  J. 
Gregory,  T. 
Hardcaslle,  B.  W. 
Hill,  D. 
Jenkins,  F.  A. 
Litton,  J.  G. 
Miles,  A.  O. 
Stone,  W.  A. 
Young,  F.  J. 


investigation. 

Ashworth,  W. 
Blease,  W. 
Edmonds,  E. 
Gibson,  A.  H. 
Hardcastle,  B.  W. 
Harmood-Banner,  J.  S. 
Jackson,  W.  C. 
Knox,  G.  Walter 
Miles,  A.  O. 
Pixley,  F.  W. 
Flender,  W. 
Sneath,  G. 
Welton,  T.  A. 
Wise,  T. 


Library  and 
Publication. 

Fox,  W.  H. 
Hardcastle,  B.  W. 
Jackson,  W.C. 
Mather,  J. 
Pixley,  F.  W. 
'     Saffery,  F.  J. 
Wise.  T. 

Woodthorpe,  J.  W. 
Young,  F.  J. 


Qenerai  Purposes. 

The  Chairmen  of  the  other 
Committees,  and 

Cooper,  Ernest 
Edmonds.  E. 
Fisher,  Sir  Walter 
Gane,  J. 
Griffiths.  J.  G. 
Harper,  A.  C. 
Kirby,  H.  Woodburn 
Knox,  G.Walter 
Miles,  A.  O. 
Peat.  W.  B. 


Shuttleworth,  T.  G. 
Sneath,  G. 
Whinney,  F. 


Parliamentary  and 
Law. 

Cooper,  Ernest 
Craggs,  Sir  John 
Ford,  J. 
Griffiths,  J.  G. 
Harmood-Banner,  J.  S. 
Kemp,  C.  F. 
Knox,  G.  Walter 
Miles,  A.  O. 
Peat,  W.  B. 
Pixley,  F.  W. 
Waterhouse,  E. 
Welton,  T.  A. 
Whinney,  F. 


Students  Societies' 
Grants. 

Griffiths,  J.  G. 
Kirby.  H.  Woodburn 
Knox.  G.  Walter 
(President  and  V' ice- President  ex-cfficio  members  of  ali  Committees.) 
The  Secretary  reported  the  death  of : — 

Mr.  E.  B.  Edwards,  F.C.A..  Manchester. 
„    William  Duffield,  A.C.A.,  Birmingham. 
„     H.  S.  Linley,  A.C.A.,  London. 
,.    F.  Southey,  A.C.A..  London. 
,.    J.  Trewren,  A.C.A.,  London. 


JBtrmliigbam  Cbartere&  accountant 
Sittbcnts'  SocletB. 


President's  Address. 


The  twenty-fifth  annual  general  meeting  of  the  Society 
v^as  held  at  the  Library,  8  Newhall  Street,  on  Tuesday, 
May  28th  1907,  the  President,  Mr.  Walter  Charlton, 
F.C.A.,  in  the  chair. 

The  minutes  of  the  last  annual  meeting  were  read,  con- 
firmed, and  signed. 

The  report  and  accoimts  of  the  Committee  were  passed. 

The  Librarian's  report  was  submitted  and  adopted. 

Votes  of  thanks  were  passed  to  all  officers  for  thcix 
services  during  the  past  year. 

The  following  gentlemen  were  elected  as  officers  for  the 
ensuing  year :  — 

President :  Mr.  J.  Howard  Heaton,  F.C.A. 

Vice-Presidents :  Mr.  Frank  Impey,  F.C.A.,  Mr.  Arthur 
Chapman,  A.C.A. 

Hon.  Treasurer :  Mr.  Allen  K.  Edwards. 

Hon.  Librarian :  Mr.  R.  Graham  Squiers. 
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Hon.  Secretaiy :  liir.  S.  Heald. 

Committiee :  Messrs.  J.  £.  Jordan,  A.C.A.,  C.  Braden 
Allen,  A.C.A.,  C.  F.  Bristol,  P.  F  Barker,  W.  E.  -Rayner, 
J.  H  Taylor,  H.  S.  Ward,  J.  Ellison,  B.  H.  Brigham,  G.  H. 
Goldberg,  H.  V.  Heaven,  J.  C.  Pearce. 

Representatives  on  Committee  of  Working  Union  of 
Chartered  Accountant  Studeivt  Societies :  Messrs. 
R.  Graham  Squiers,  Allen  K.  Edwards,  S.  Heald. 

Hon.  Auditors  :  Mr.  T.  £.  Walker,  A.C.A.,  and  Mr.  G.  £. 
Harvey,  A.C.A. 

After  the  business  of  the  anjiiual  meeting  was  transacted 
the  President  delivered  his  address :  — 

I  suppose  that  I  am  by  no  means  the  first  to  feel,  upon 
being  placed  in  the  honourable  position  of  President  of 
your  Society,  that  one  would  greatly  like,  in  recognising 
the  responsibility  which  attaches  to  all  positions  that  are 
objects  of  ambition  and  worthy  of  attainment,  to  follow  a 
line  showing  some  originality.  That  responsibility  in  the 
case  of  the  President  of  your  Society  consists  chiefly  in 
the  delivery  of  an  address,  and  no  doubt  some  of  my  pre- 
decessors in  office  have  experienced  my  own  difficulty  in 
choosing  a  subject  which  has  the  charm  of  novelty.  As 
far  as  I  have  been  able  to  trace,  however,  they  have  all 
been  agreed  that  the  President's  primary  duty  is  to 
acknowledge  the  honour  conferred  by  has  appointment.  1 
should  certainly  have  needed  no  guidance  in  telling  you 
at  once  how  fully  I  appreciate  the  privilege  you  have 
accorded  me  of  succeeding  so  many  distinguished  members 
of  our  Institute.  In  looking  thorough  the  records  of  your 
Society  I  am  leminded  that  for  some  years  prior  to  last 
year  your  Presidents  were  chosen  from  eminent  members 
of  our  profession  outside  Birmingham.  In  this  way  you 
have  had  the  advantage  of  opinions  and  advice  which 
should  have  given  you  broader  views  of  the  scope  of  an 
accountant's  work  than  might  have  been  the  case  if  the 
choice  had  been  limited  to  our  own  city,  as  different 
localities  afford  experience  of,  and  an  insight  into,  special 
industries  and  undertakings  which  may  be  peculiar  to 
them.  I  am  glad  to  find,  howevei:,  that  your  practice  has 
reverted  to  the  selection  of  local  Presidents.  I  would  be 
foremost  in  appreciation  of  the  able  addresses  which  have 
been  delivered  by  leading  accountants  from  London  and 
other  large  centres,  but  it  is  well  from  time  to  time  for 
Birmingham  students  to  enlist  the  interest  and  sympathies 
of  some  of  their  own  principals,  who  undoubtedly  have 
the  best  means  of  understanding  the  conditions  which  will 
probably  surround  those  who  are  now  students  in  their 
future  work. 

To  return  to  the  question  of  the  choice  of  a  subject  for 
this  address,  one  is  at  least  rewarded  for  any  pains  taken 
in  trying  to  avoid  what  has  been  so  ably  done  by  others  by 
the  discovery  of  how  much  has  been  done,  even  if  the 


limits  were  set  by  the  records  of  your  own  Society.  The 
papers,  lectures,  debates,  and  other  forms  of  treatment 
appear  to  cover  every  department  of  the  varied  kinds  of 
work  which  go  to  make  up  an  accountancy  practice,  and 
one  is  tempted  to  urge  that  no  useful  addition  can  be  made 
to  the  rich  mines  of  information  you  already  possess.  It 
may  certainly  be  claimed  that  there  is  scarcely  any  aspect 
of  experience  which  has  not  been  dealt  with  and  usefully 
explained,  and  that  students  in  these  days  want  for 
nothing  to  qualify  them  for  their  examinations  and  fit  them 
for  a  successful  career,  if  they  only  care  to  make  the  best 
use  of  their  advantages. 

Turning  these  thoughts  over  in  my  mind,  I  was  led  to 
compare  the  positidn  of  accountants,  actual  and  incipient, 
twenty-five  or  thirty  years  ago  with  that  of  to-day.  At  the 
time  I  speak  of  not  only  were  there  comparatively  few 
practising  accountants,  there  were  no  libraries,  no 
lectures,  no  schemes  of  tuition,  very  few  publications,  no 
students*  societies,  and,  I  might  almost  add,  no  students. 
Certainly  articled  clerks  were  the  exception,  and  their 
position  was  little  better  than  that  of  any  other  cl^k  who 
might  have  worked  his  way  up  from  the  post  of  office  boy. 
There  was  no  association  of  accountants  in  Birmingham, 
your  principals  were  not  usually  at  any  special  pains  to 
train  you,  and  most  of  the  information  you  might  possess 
you  picked  up  as  you  went  along.  Then,  sooner  or  later, 
you  began  business  for  yourself,  sometimes  most 
inadequately  equipped  to  pose  as  the  all-round  profes- 
sional man  a  Chartered  Accountant  ought  to  be,  and  no 
doubt  the  real  sense  of  personal  responsibility  was  the 
saving  of  the  situation. 

This  comparison,  which  is  so  much  in  favour  of  the 
present-day  student  of  our  profession,  set  me  wondering, 
not  for  the  first  time,  whether  there  is  not  a  defect  even  in 
the  opportunities  and  advantages  enjoyed  by  the  articled 
clerk  of  to-day.  I  mean  that,  while  he  has  access  freely 
to  sources  of  information  and  results  of  experience  which 
should  be  invaluable  in  qualifying  him  to  pass  examina- 
tions and  to  do  his  work  intelligently,  the  necessities  of 
his  condition  afford  him  little  experience  in  the  conduct  of 
a  practice. 

I  am  afraid  that  is  a  rather  paradoxical  statement,  and 
it  is  probably  true  that  a  man  cannot  know  quite  usefully 
that  which  experience  alone  can  teach  before  he  has  had 
experience.  I  have  wondered,  however,  whether  it  would 
not  be  possible  for  those  who  have  had  the  experience  to 
put  together  a  few  notes  upon  it  which  would  be  interest- 
ing and  useful.  I  do  not  want  to  suggest  the  impossible, 
but  as  there  are  so  many  things  a  principal  most  do  him- 
self, and  which  no  clerk  can  do  for  him — ^things  which  his 
Diary  does  not  reveal — I  feel  sure  the  attempt  must  be 
worth  making. 
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It  must  be  obvious  that  an  accountant's  work  is  not 
wholly  comprised  in  what  may  be  called  the  mechanical 
performance  of  audits,  the  construction  of  accounts  and 
statements,  or  the  general  ascertaining  of  results,  which 
may,  broadly  speaking,  be  taken  to  be  the  lai;ger  part  of  an 
articled  clerk's  occupation  during  the  term  of  his  articles. 
I  know  lihis  is  a  rather  bald  description  of  what  at  the  end 
of  five  years  must  seem  in  retrospect  an  arduous  servitude, 
but  anyone  who  in  that  time  can  claim  efficiency  in  these 
directions,  and  has  come  to  the  conclusion  that  a  certain 
routine'  is  not  applicable  to  every  case,  has,  in  combination 
with  the  preparation  for  and  passing  of  examinations, 
reached  a  very  important  stage  in  the  march  towards  going 
into  practice  for  himself.  Foir  this  efficiency  means  the 
capacity  to  undertake  intelligently  the  audit,  investiga- 
tion, or  adjustment  of  books  and  accounts  in  all  theii 
varied  aspects,  and  to  apply  to  the  work  general  prin- 
ciples, as  well  as  bringing  to  it  an  adaptability  to  meet 
special  conditions  or  requirements.  It  should  mean  also 
the  ability  to  devise  and  improve  systems  of  bookkeeping 
(which,  of  course,  are  not  limited  to  the  books  of  com- 
mercial record  and  results)  and  of  efficient  audit,  both 
independent  and  internal,  and  to  construct  all  the  neces- 
sary accounts  in  that  perhaps  most  fascinating  branch. 
Executorships  and  Trusts.  It  may  also  reasonably  include 
a  knowledge  of  the  secretarial  side  of  company  manage- 
ment, Cost  Accounts,  the  preparation  of  accounts  for 
income-tax  returns  and  appeals,  and  the  various  matters 
which  often,  in  the  judgment  of  our  clients  at  least,  come 
within  the  scope  of  that  most  inclusive  term  **  audit." 
These  are  some  of  the  things  a  finished  articled  clerk  may 
know,  but  I  am  rather  concerning  myself  with  what  he  has 
yet  to  acquire. 

I  have  known  a  Chartered  Accountant  go  into  practice 
without  the  knowledge  of  how  to  render  a  bill  when  he  has 
done  the  work.  That  is  one  of  the  things  an  articled  clerk 
does  not  usually  leam,  but  fortunately  it  is  an  accomplish- 
ment that  comes  naturally  to  many. 

He  may  be  fortunate  enough  to  have  had  some 
experience  in  Winding-up,  Receiverships,  Liquidations, 
Bankruptcy,  and  Deeds  of  Assignment,  but  it  is  likely  to 
be  in  a  clerical  capacity,  and  the  really  skilled  part  is 
necessarily  played  to  a  large  extent  by  the  man  who  is 
receiver,  liquidator,  or  trustee.  It  is  in  the  dealing  with 
men  and  affairs,  the  settlement  of  policy,  devising  oi 
schemes,  the  constant  interviews,  conferences,  attend- 
ances, correspondence,  and  a  hundred  and  one  things, 
that  it  appears  to  me  is  the  vital  part  of  an  accountant's 
training.  Here  is  the  defect  I  have  alluded  to,  and  the 
remedy  should  not  be  entirely  left  to  time  and  experience 
in  actual  practice,  although  therein  will  be  found  the 
greater  part  of  it,  for,  even  if  clients  may  sometimes  suffer, 
we  leam  so  much  by  our  difficulties — and  failures ! 


The  moral  I  am  anxious  to  bring  home  to  you  is  this : 
An  articled  clerk  should  not  be  too  eager  to  "  start  for  him- 
self "  immediately  he  has  passed,  even  brilliantly,  his 
Final  ExamdnatioQ.  He  may  have  all  the  proficiency  I 
have  endeavoured  to  indicate,  and  which  may  certainly  be 
legitimately  expected,  but  his  all-round  fitness  will  not  be 
so  apparent.  He  will  be  wiser  to  take  a  further  term  of 
preparation  of  the  higher  order  in  an  office  calculated  to 
afford  him  opportunities  of  qualifying  himself  in  a  position 
of  greater  responsibility  and  possibilities.  It  will  not 
necessarily  be  the  office  in  which  he  served  his  articles. 

Perhaps  some  day  a  writer  will  be  found  courageous 
enough  to  write  a  *"  Biography  of  a  Chartered  Accountant's 
Practice  " ;  it  is  a  tempting  idea,  and  one  that  an  able  pen 
might  make  fascinating  reading  for  student  and  practi- 
tioner alike.  Imagine  how  a  perusal  of  one's  time  charges 
from  the  early  "days  of  small  things,"  which  we  are 
taught  not  to  despise,  would  awake  the  memory.  I  hope 
we  should  find  that  in  those  far-off  times,  when  we  kept 
our  own  books,  copied  our  own  letters,  and  dusted  our 
own  office,  that  we  did  all  those  things  and  everything  else 
very  thoroughly  and  neatly.  How  clearly  we  should 
remember  our  first,  or  nearly  our  first,  client,  who,  after 
he  made  the  fatal  mistake  a  few  years  later  of  dispensing 
with  our  services  from  motives  of  economy,  got  into 
trouble  with  the  police  and  committed  suicide!  Or  that 
other  one  who  blamed  us  for  having  in  trustful  simplicity 
deposited  disputed  funds  in  the  joint  names  of  ourselves 
and  the  other  party's  solicitor.  With  wihat  satisfaction  we 
should  recall  the  first  really  big  client  we  secured,  and 
how  soon  that  led  on  to  another  appointment,  and  then 
we  thought  we  were  really  made.  How  interesting  then 
to  trace  the  way  in  which  one  thing  had  led  to  another, 
until  oua:  practice  was  a  big  enough  snowball  to  roll  and 
grow  almost  of  itself,  but  never  without  unremitting  labour 
and  anxiety,  though  not  of  an  overmastering  kind.  Of 
course,  there  would  be  losses  to  be  reminded  of,  and  it 
would  seem  strange  to  look  back  to  the  time  when  we 
thought,  *'  If  I  lost  So-and-so's  work,  however  should  I 
get  on?  "  And  yet  when  we  did  lose  it,  of  course  through 
no  fault  of  our  own,  this  indispensable  client  was  some- 
how replaced  over  and  ovu*  again.  And  what  a  record 
those  same  ''Time  Charges"  are  of  other  people's  busi- 
nesses— this  one  is  now  wound  up,  that  we  formed  into  a 
company,  another  has  doubled  or  trebled,  and  others  are 
as  small  as  ever  or  gradually  decaying.  But  I  must  leave 
the  alluring  possibilities  of  this  idea  for  someone  else  to 
develop,  with  the  suggestion  that  the  title  "  Clients  I  have 
known  "  affords  scope  for  interesting  reflections  on  that 
side  of  human  nature  which  is  so  freely  exposed  to  the 
confidential  professional  accountant.  It  is,  of  course,  an 
idea  that  would  want  to  be  handled  with  some  discretion. 
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There  is  one  subject  on  which  I  shall  venture  to  give 
advice  to  those  of  all  ages  preparing  for  practice — it  is  not 
new,  but  is  worth  repeating,  and  should  in  my  opinion 
never  be  foigotten  or  neglected.  It  is  what  I  regard  as  the 
obligation  upon  every  one,  and  particularly  on  Chartered 
Accountants,  of  some  form  of  voluntary  public  or  social 
service.  I  say  particularly  on  our  profession,  because  I 
am  firmly  convinced  of  our  power  of  usefulness  in  the  way 
of  system,  method — ^regularising  and  recording  public  and 
social  affairs.  I  have  spoken  of  it  as  an  obligation j  but 
such  work  has  also  resulting  advantages  to  oneself  in 
the  widening  of  one's  experience  of  men  and  things,  the 
developmenit  of  one*s  sympathies,  and  the  addition  it 
makes  to  the  interests  of  daily  life  and  occupation.  Nor 
does  it  detract  from  the  value  of  such  work  if  one  of  the 
results  be  an  kiciease  in  one's  professional  engagements. 
I  have  known  that  to  be  the  case !  All  workers  must  live ; 
the  need  is  ibe  same,  however  high  the  walk  in  life,  and 
the  increased  means  of  living  brings  '|;Teater  power  for 
useful  service.  The  varying  of  your  vocation  by  doing 
something  for  nothing  is  a  reward  in  itself;  it  increases 
your  sense  of  responsibility  and  of  the  trust  of  others; 
it  brings  you  into  honourable  relation  with  the  best  of  all 
classes,  and  it  enlarges  your  circle  of  potential  clients. 

II  I  may  be  allowed  to  refer  to  the  interesting  address 
delivered  to  you  last  year  by  my  immediate  predecessor, 
Mr.  Eric  Carter,  it  is  with  the  object  of  saying  a  word  of 
encouragement.  Mr.  Carter  seemed  to  be  in  doubt  as  to 
whether  Chartered  Accountants  had  ^'come  to  stay," 
basing  his  question  on  the  "  almost  mushroom  growth  "  of 
the  profession.  It  is  true  he  expressly  disclaimed  any  dis- 
couraging intention  in  his  remarks  as  to  the  doubtful 
permanence  and  xiecessity  of  our  calling,  but  I  think  a 
more  hopeful  "  outlook  of  accountancy  "  than  Mr.  Carter 
ventured  to  entertaui  may  be  inferred  from  the  address 
itself.  The  phenomenal  growth  of  the  profession,  as  shown 
by  the  records  of  our  Institute  is,  to  my  mind,  conclusive 
evidence  of  our  necessity  to  the  commercial  and  business 
commninity.  It  is  a  proof  that  the  organisation  of  the 
profession,  resulting  in  the  systematic  training  of  its 
recruits,  has  met  a  real  need  of  the  largely  increasing 
business  undertakings  of  our  country,  and  that  the  Char- 
tered Accountant  has  a  recognised  position  and  is  now 
indispensable  to  modern  affairs.  I  cannot  believe  that 
officialism  will  ever  replace  the  independent  and  skilled 
specialist  in  all  matters  of  account,  and,  even  if  official 
auditors  should  be  substituted  for  professional  auditors  in 
the  accounts  of  companies,  the  work  will  still  have  to  be 
done  and  men  wUl  be  necessary  to  do  it.  I  hold  that  there 
is  always  plenty  of  work  for  those  who  have  the  skill  and 
the  will  to  do  it  faithfully,  and  that  we  may  regard  the 
"  outlook  of  accountancy  "  with  the  greatest  confidence. 


The  permanence  and  greater  dignity  of  our  profession 
needs  only  the  seal  of  legalisation  for  its  completion,  and 
I  hope  we  may  look  forward  to  that  becoming  an 
accomplished  fact. 

In  conclusion,  I  am  afraid  this  paper  has  not  developed 
in  a  manner  that  makes  it  worthy  of  a  definite  title.  It 
has  become  more  of  a  desultory  talk,  but  it  will  not  have 
altogether  failed  its  purpose  if  I  have  suggested  any 
subjects  for  thought  and  inquiry,  or  have  said  anything 
which  will  be  helpful  in  the  useful  and  honourable  career 
which  I  feel  sure  is  open  to  you  all. 


CbartcrcD  HccountantB  Stu&cnts'  Soctct? 
of  Ikinoston^upon^DalL 

Ten  Minute  Papers 


At  a  meeting  of  the  above,  held  on  the  21st  November 
1906,  the  following  gentlemen  read  "  ten  minute  "  papers : 
Mr.  C.  L.  O.  Cleminson,  "Goodwill";  Mr.  P.  Davie, 
••  A  Few  Words  on  Fire  Insurance  "  ;  Mr.  A.  M.  Campbell, 
"  Actuarial  Sdence  and  its  use  to  the  Accountant";  Mr. 
A.  W.  Retchford  was  in  the  chair. 


QoodwIII. 


By  C.  L.  O.  Cleminson. 


"  Goodwill,"  the  subject  of  this  paper,  is  familiar  to  all 
present  here  to-night,  and  we  no  doubt  all  know  in  our  own 
mhid  what  is  meant  by  the  word ;  though  it  is  not  easy  to 
find  a  good  definition  of  what  it  really  is.     I  might  say 
it  is  almost  impossible  to  find  a  concise  one  which  will 
be  sufficiently  comprehensive.    One  of  the  best,  I  think,  is 
that  of  Story,  the  American  jurist,  which  is  as  follows :— 
"The  advantage  or  benefit  which  is  acquired  by  an 
establishment  beyond  the  mere  value  of   the  capital, 
stock,  funds,  or  property  employed  therein,   in  con- 
sequence   of    the    general     public     patronage    and 
encouragement  which  it  receives  from  constant  and 
habitual  customers  on  account  of  its  local  position  or 
common  celebrity,  or  reputation  for  skill,  or  affluence, 
or  punctuality,  or  from  any  other  accidental  circum- 
stances and  necessities,  or  even  from  partialities  or 
prejudices." 
Such  a  definition  as  Lord  Eldon's,  which  is  very  well 
known — 

"That  Goodwill  is  nothing  more  than  the  proba- 
bility that  the  old   custqmers  will  resort  to  the  old 
place," 
is  much  too  restricted.    It  applied  well  enough  to  the  case 
then  under   discussion — that  of  a  country  wagoner— but 
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could  not  possibly  apply  in  the  case  of  a  profession,  where 
the  Goodwill  is  built  up  entirely  upon  the  personal  reputa- 
tion of  the  practitioner ;  and  in  the  case  of  trade,  where  the 
name  is  the  foundation  of  the  Goodwill,  and  not  position. 

Goodwill  is  legal  property,  and  as  such  is  liable  for  stamp 
duty  on  agreements  for  sale.  In  executorship  matters  it 
may  be  either  realty  or  persooalty,  according  to  the  circum- 
stances of  any  particular  case.  For  instance,  if  the  deceased 
were  partner  in  a  business,  the  Goodwill,  whether  it  is 
attached  to  the  premises  in  which  the  business  is  carried  on, 
or  is  personal  Goodwill,  it  is  personal  property,  as  part  of 
the  assets  of  the  firm.  If,  on  the  other  hand,  the  deceased 
had  owned  property  (such  as  a  public-house  where  the 
Goodwill  is  essentially  attached  to  such  property  and  cannot 
be  sold  apart  from  it),  it  would  be  realty.  A  case  has-been 
decided  on  this  point,  that  of  Booth  v.  Curtis  (17  W.R.  393) ; 
a  public-house  held  by  an  intestate  as  freehold  was  sold, 
and  the  portion  representing  Goodwill,  it  was  declared, 
must  pass  to  the  heir-at-law. 

To  form  an  estimate  of  the  value  of  Goodwill  no  definite 
rule  can  be  followed,  as  there  are  never  two  businesses 
exactly  alike.  There  are  many  things  which  must  be  taken 
into  consideration  in  every  case  to  be  considered.  We 
may,  however,  discuss  a  few  of  the  main  principles  to  be 
observed.  It  is  the  general  rule  to  base  the  value  on  an 
agreed  number  of  years'  purchase  of  the  average  profits 
for  the  previous  three  or  four  or  even  more  years.  That 
alone  is  not  sufficient.  The  capital  necessary  to  carry  on 
the  business  must  be  taken  into  consideration.  A  concern 
ip  which  a  large  capital  is  needed  is  not  worth  nearly  so  much 
as  one  that  can  be  worked  on  a  small  capital  giving  the 
same  return  of  net  profit,  other  things  being  equal.  Cost 
of  management  must  not  be  neglected.  A  man  who  pro- 
poses  to  buy  the  Goodwill  of  a  business  is  buying  the  means 
of  making  more  than  he  could  earn  by  his  own  work,  and 
the  investment  of  his  capital.  Something,  therefore,  should 
be  deducted  from  profits  to  represent  the  wages  of  the  pro- 
prietor for  such  time  as  he  spent  in  management.  In  the 
case  of  a  company,  before  anything  is  available  for  divi- 
dend, the  management  expenses  have  to  be  paid  in  the  form 
of  directors'  fees.  As  a  rule  more  can  be  got  from  a  com- 
pany for  Goodwill,  as  their  liability  is  limited,  whereas  a 
private  purchaser  is  risking  his  whole  fortune  in  the  event  of 
the  business  not  keeping  up  to  its  former  standard.  Profit 
is  not  always  the  basis  of  valuation.  In  some  cases  it  is 
calculated  on  the  quantities  sold,  as  in  the  case  of  a  pro- 
prietory article.  It  is  even  in  some  cases  based  upon  the 
purchases,  as  in  the  case  of  a  public-house. 

These  methods  are  very  rare,  and  are  becoming  even  more 
so  than  ever. 

The  position  of  the  seller  should  not  be  lost  sight  of. 
That  is  to  say,  whether  he  is  selling  willingly  or  under  com- 
pulsion, and  as  to  whether  he  will  contract  not  to  set  up  a 


business  in  opposition  to  the  purchaser.  This  is  a  very 
important  point,  as  the  fact  of  any  man  selling  the  Good- 
will of  his  business  does  not  take  away  his  right  to  open 
another  business  of  the  same  kind  in  the  same  neighbour- 
hood—provided he  does  not  solicit  the  custom  of  the  old 
firm,  or  give  the  public  the  impression  he  is  carrying  on  the 
old  business  or  in  any  way  connected  therewith. 

After  a  business  has  been  taken  over  by  a  company  the 
question  often  arises,  "Should  the  Goodwill  be  written 
down  out  of  profits?"  It  is  quite  possible  to  answer 
this  in  the  negative,  though,  of  course,  there  cannot  be  any 
doubt  that  if  a  reserve  is  created  to  provide  for  wiping  it 
out  a  company  must  of  necessity  be  in  a  much  more  sound 
financial  position  than  otherwise.  It  is  a  very  different 
thing  to  the  provision  for  depreciation  of  plant,  which  is 
necessary  for  the  continuance  of  the  business.  A  time  is 
bound  to  come,  sooner  or  later,  when  the  plant  will  be  worn 
out  and  useless,  and  must  be  replaced.  A  fund  must,  there- 
fore, be  raised  to  provide  for  this.  On  the  other  hand. 
Goodwill,  when  once  acquired  (so  long  as  the  profits  are 
maintained),  cannot  possibly  decrease  in  its  value,  but  would 
rather  increase. 

The  case  of  Lewis  v.  AlUnby,  L%m. :  The  company  had, 
together  with  other  assets,  taken  over  the  stock  at  between 
/6o,ooo  or  ^70,000.  It  was  found  afterwards  that  a  portion 
of  this  stock  was  not  up  to  date,  and  it  was  consequently 
sold  off  at  a  loss  of  ;f  15.209.  It  was  stated  that  this  los 
was  made  before  the  company  began  operations,  and  was 
therefore  a  capital  loss,  and  should  be  added  to  the  Good- 
will. I  must  say  I  cannot  agree  with  this  decision.  The 
stock  was  bought  with  a  view  to  subsequent  sale,  and  the 
directors  would,  no  doubt,  have  every  opportunity  to  satisfy 
themselves  as  to  the  true  worth  of  such  stock,  and  the  £act 
of  their  having  bought  from  the  old  firm  and  not  in  the 
ordinary  market  cannot  make  any  difference  as  to  whether 
the  loss  was  a  trading  loss  or  a  capital  loss.  Had  no 
specified  amount  been  mentioned  for  the  stock,  but  just 
taken  over  with  the  other  assets,  including  Goodwill,  for  a 
lump  sum,  then  after  the  assets  had  been  valued  the  balance 
might  be  taken  to  represent  the  amount  of  Goodwill. 


A  Few  Words  on  "Plre  insurance.' 


By  P.  Davib. 


Mr.  Chairman  and  Gbntlembn,— I  suppose  it  is 
unnecessary  for  me  to  mention  that  the  preparation  of  a  ten 
minutes  paper  for  the  meeting  this  evening  was  left  until 
practically  the  last  minute.  I  must  not,  therefore,  be 
expected  to  be  guilty  of  any  *'  literary  effort."  I  ask  that 
the  arrangement  of  the  remarks  be  excused ;  also  that  those 
to  whom  the  matter  may  seem  elementary  will  bear  with 
me.    I  may  say  that  I  had  proceeded  with  the  preparation 
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of  a  paper  upon  another  subject  when  I  casually  learned 
that  a  paper  had  already  been  promised  upon  the  subject  of 
my  choice.  I  do  not  propose  to  expose  the  member  in 
question,  but  will  content  myself  by  saying  that  "  he  must 
not  do  it  again." 

Now,  the  word  "insurance,"  to  m^y  mind,  seems  to 
suggest  a  '*  self-protection."  The  manner  of  the  squirrel's 
provision  for  the  winter  months  is  an  insurance;  the 
immunity  from  danger  which  many  animals  possess  by 
reason  of  the  fact  that  they  can  make  themselves  prac- 
tically invisible  on  the  approach  of  an  enemy — that  is  an 
insurance.  But  these  are  what  I  term  "  natural  insurances." 
Humanity  in  general  is  practically  destitute  of  *•  natural 
insurances,"  and  thus  it  is  necessary  for  us  to  fill  the  gap 
by  the  provision  of  our  own  forms  of  insurance.  To-night 
I  propose  to  just  confine  my  remarks  to  '*  fire  insurance." 

The  first  que>tion  we  might  ask  ourselves  is,  "  What  is  a 
fire  insurance  policy  ?  "  I  will  define  it  as  "  a  simple  con- 
•*  tract  in  writing  setting  forth  that  for  a  consideration  of 
"money — which  is  called  the  •  premium '— the  insuranca 
**  company  (called  the  '  assurers  '  or  '  insurers  ')  indemnifies 
'*  the  person  effecting  the  insurance  (called  the  '  assured  '  or 
*' '  insured  ')  against  loss  or  damage  by  fire  under  conditions 
*•  either  express  or  implied." 

The  necessity  for  provision  against  loss  by  fire  was  not  so 
apparent  to  the  community  until  after  the  Great  Fire  in 
London  in  the  seventeenth  century,  which  aroused  the 
people  to  a  realisation  of  the  risks  they  were  taking.  It  was 
in  the  year  1680  that  the  first  corporation  for  insurance 
against  fire  was  formed.  This  year  heralded  the  formation 
of  many  similar  associations.  At  this  period,  however,  the 
policies  which  were  issued  were  only  for  the  purpose  of 
covering  partial  loss.  Whilst  "  a  building  might  be  covered 
the  contents  were  uninsurable."  The  authorities  fully 
appreciated  that  by  pursuing  this  course  every  inducement 
was  held  out  to  a  freeholder  to  avoid  damage  by  fire,  seeing 
that  he  was  only  protected  for  the  value  of  his  building,  and 
would  thus  be  a  heavy  loser  were  the  contents  of  the  build- 
ing to  be  damaged  or  destroyed.  The  idea  in  the  minds  of 
insurance  officials  at  this  period  was  that  they  would  secure 
themselves  against  hazard  by  a  general  *'  under-insu ranee  " 
Subsequently  insurance  was  extended  so  as  to  cover  goods 
and  contents  of  warehouses,  &c.,  and  in  1774  an  Act  was 
passed  by  Parliament  setting  forth  that  a  policy  of  insurance 
for  fire  was  a  contract  of  indemnity,  and  that  only  the  value 
of  the  actual  damage  sustained  could  be  recovered,  the  onus 
of  proof  being  on  the  assured.  There  was  now,  therefore, 
no  necessity  for  the  insurance  companies  to  adhere  to  their 
principle  of  "under-insuring."  In  the  case  of  business 
premises  it  was  recognised  that  the  assured  would  take 
every  possible  precaution  against  fire,  because  the  loss 
through  disturbance  of  business  would — in  case  of  fire— be 
considerable. 


I  am  afraid  that  a  number  of  persons  who  insure  have 
the  idea  thaA  the  ordinary  policy  is  a  contract  for  the  pay- 
ment of  a  certain  total  sum  in  case  of  fire,  bat  it  is  not 
so ;  it  is  only  a  contract  to  pay  the  actual  damage  to  the 
property  insured,  not  exceeding  the  specified  sum.  The 
idea  is  also  prevalent  that  on  the  happening  of  damage 
or  total  loss  the  insurance  company  will  pay  the  amount 
demanded  without  a  murmur,  but  this  is  not  so.  The 
assured  will  have  to  provide  the  insurance  company  with 
satisfactory  evidence  of  the  value  of  the  property  damaged 
or  destroyed.  By  the  word  "value"  I  mean  the  'market 
value."  Some  insurers  would  not  doubt  be  very  happy 
if  they  were  allowed  to  claim  for  the  "  sentimental  "  value 
of  the — I  might  here  say  "  articles  " — damaged  or  lost,  but 
the  insurance  company  regaisl  this  from  the  standpoint 
that  if  property  is  valuable  from  a  **  sentimental  "  point  of 
view  it  is  an  incentive  for  the  insurer  to  take  greater  pre- 
caution, having  regard  to  the  fact  that  he  is  only  able  to 
recover  the  market  value. 

A  policy  will  not  be  issued  unless  the  person  desiring  to 
effect  the  insurance  has  what  is  called  ''an  insurable 
interest."  This  provision  is  necessary  in  order  to  prevent 
the  business  of  insurance  being  converted  into  gaming 
speculations.  I  may  here  say  that  the  tendency  of  all 
insurance  legislation  is  to  prohibit  any  man  making  a 
profit  out  of  the  happening  of  a  fire,  and  to  limit  the 
recoverable  amount  to  the  value  of  the  actual  damage 
done.  * 

Another  matter  which  is  exceedingly  important — ^but 
•which  I  am  afraid  is  very  often  neglected — ^is  Ae  careful 
perusal  of  the  conditions  upon  which  the  policy  is  issued. 
I  sometimes  think  that  this  laxity  arises  oat  of  the  fact 
that  the  major  portion  of  the  conditions  is  usually  printed » 
whereas  if  the  policy  was  wholly  a  written  document  I 
'think  the  conditions  would  be  viewed  more  in  the  light  of 
the  essence  of  the  contract,  and  thus  receive  the  considera- 
tion which,  to  my  mind,  they  demand.  It  is  perhaps 
superfluous  on  my  part  to  say  that  this  general  neglect  may 
•be  the  canise  of  a  policy  becoming  voidable.  The  same  spirit 
of  laxity  pervades  the  atmosphere  very  often  when  other 
interests  are  concerned.  If  there  is  only  oneself  concerned 
in  the  matter,  one  deserves  to  be  the  loser  for  such  negli> 
genoe  ;  but  when  other  interests  are  at  stake,  the  omission 
to  make  oneself  acquainted  with  the  conditions  becomes 
very  grave. 

'  Now  the  first  step  towards  effecting  an  insurance  against 
fire  is  to  complete  a  proposal  form.  The  chief  thing  to 
bear  in  mind  in  connection  with  this  proposal  form  is  the 
fact  that  the  particulars  contained  therein  are  to  form  the 
basis  of  the  insurance,  and  any  material  omission  or 
error  in  the  particulars  supplied  would  give  the  insurance 
company  a  loophole  for  the  repudiation  of  liability  in  case 
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of  loss.  It  is  therefore  very  necessary  that  the  prospective 
insured  should  be  frank  in  his  statement. 

The  next  matter  requiring  attention  in  connection  with 
an  insurance  policy  against  fire  is  the  name,  address,  and 
description  of  the  parties  interested  in  the  subject  of  the 
insurance.  It  is  essential  that  all  the  interests  should  be 
clearly  stated,  as.  in  the  case  of  property  given  as 
security  for  money  advanced,  the  name  ot  Mr. 
Smith  as  owner  and  Mr.  Browrf  as  mortgagee  would 
appear.  If  ^ere  is  a  change  in  the  persons  inter- 
ested in  the  policy  the  matter  is  put  in  order  by 
an  endorsement;  it  is  only  when  >lhe  amount  of  the 
insurance  is  varied  that  it  becomes  necessary  to  have  a 
new  policy  prepared.  In  the  case  of  goods  held  on  the 
hire-purchase  system,  consideration  must  be  given  to  the 
interest  of  the  vendor  and  the  interests  clearly  stated  on 
the  face  of  the  policy.  In  the  case  of  an  executor,  or  a 
trustee,  it  is  as  well  to  have  the  capacity  in  which  one  is 
interested  mentioned,  but  this  is  not  absolutely  necessary. 

It  is  very  important  that  an  accurate  description  of  the 
business  carried  on  should  be  set  out.  If  a  person  is 
described  as  a  draper,  and  carries  on  any  other  business 
not  mentioned  in  the  policy,  then  and  in  such  case  only 
the  goods  relating  to  the  drapery  business  would  be 
covered  by  the  policy.  Care  should  be  taken  to  see  that 
goods  which  are  held  on  trust  are  specially  mentioned  in 
the  policy,  if  it  is  the  desire  that  the  insurance  should  be 
extended  to  them.  This,  however,  only  relates  to  goods 
which  the  holder  is  liable  to  replace  in  case  of  loss.  I 
may  here  mention  that  it  is  sometimes  advisable  to  take 
out  a  floating  policy  to  cover  goods  in  transit  or  course  of 
renx>val. 

It  is  necessary  that  such  items  as  chdna,  mirrors,  jewels, 
paintings,  cuiios,  manuscripts,  &c.  &c.,  be  specially  men- 
tioned in  the  policy  if  it  is  intended  that  they  should  come 
within  the  scope  of  the  policy.  Securities  for  money, 
books  of  account,  &c.,  must  also  be  specially  mentioned 
in  the  body  of  the  policy. 

Plant  and  machinery  should  be  adequately  defined,  as  it 
does  not  come  under  the  general  definition  of  fixtures. 
Patterns  and  models  are  also  items  uninsured,  unless 
specially  mentioned.  Horses  and  carts  should  be 
separately  insured  and  their  situation  described. 

There  are  frequently  warranties,  or  special  conditions, 
in  connection  with  fire  insurance  policies,  more  especially 
with  regard  to  the  heating  arrangements.  It  must  be 
remembered  that  these  warranties  must  be  strictly  com- 
plied with,  otherwise  it  is  within  the  power  of  the 
insurance  company  to  repudiate  liability.  I  am  afraid  the 
fact  that  the  outbreak  was  in  no  way  attributable  to  the 
violation  of  a  warranty  would  not  have  any  weight.  I 
may  here  mention  how  important  it  is  to  immediately 


notify  the  insurance  company  of  any  alteration  in  the 
heating  arrangements,  or  any  structural  alterations,  and 
especially  any  alteration  whereby  communication  is 
established  between  one  building  and  another. 

Where  a  tenant  is  liable  for  rent,  even  if  the  premises  be 
destroyed,  he  very  often  insures  such  rent  for  a  certain 
period,  say,  six  or  twelve  months,  and  probably  local  rates. 
The  fact,  however,  that  a  person  is  the  owner  of  the 
premises  does  not  debar  him  from  insuring  against  loss  of 
rent,  but  it  should  be  stated  whether  the  item  is  for  rent 
payable  or  the  value  of  the  rent. 

Loss  of  trading  profits,  &c.,  comes  under  the  heading  of 
"Consequential  loss,"  and  although  it  is  connected  with 
fire  insurance  it  is  dealt  with  by  a  separate  and  distinct 
kind  of  policy.  The  matter  will,  therefore,  not  come 
within  the  scope  of  these  few  remarks. 

An  addition  of  "Subject  to  average"  is  sometimes 
attached  to  the  issue  of  a  policy.  The  meaning  of  this 
condition,  which  is  found  usually  where  stocks,  &c.,  are 
likely  to  fluctuate  in  quantity  from  day  to  day,  is  usually 
explained,  but  it  is  doubtful  if  it  is  thoroughly  appreciated 
by  the  average  insurer.  The  idea  is  that  if  at  the  outbreak 
of  a  fire  the  total  value  of  the  property  insured  **  subject 
to  average"  is  greater  than  the  amount  of  the  said 
insurance,  then  and  in  such  case  the  insured  is  presumed 
to  be  his  own  insurer  for  the  addition,  and  bears  his  pro- 
portion of  the  loss  accordingly,  e,g,y  if  property  of  the 
value  of  ;^io,ooo  was  insured  fc^  only  ;f  5>ooo,  the  insurance 
being  **  subject  to  average,"  and  there  was  a  loss  of  jf  2,000, 
the  company  would  only  be  liable  for  j£'i,ooo,  the  insured 
being  his  own  insurer  in  respect  of  the  other  half.  If  the 
stipulation  of  "subject  to  average  "  had  not  been  made,  the 
insured  would  have  been  entitled  to  recover  the  whole  of 
the  ;f  2,000.  Then,  again,  it  should  always  be  ascertained 
whether  a  policy  is  "subject  to  average,"  because  if  a 
policy  with  one  company  covering  certain  property  is 
subject  to  the  condition,  and  a  policy  with  another  com- 
pany on  the  same  property  does  not  specially  stipulate 
thaA  it  is  subject  to  the  stipulation,  the  latter  is,  neverthe- 
less, on  the  same  footing  as  the  "  average  "  policy. 

I  may  say  that  a  lessee  is  liable  for  the  insurance  of  a 
bnilding,  unless  there  appears  in  the  lease  special  wording 
to  the  effect  that  his  liability  for  "  loss  by  fire  "  is  excq)ted. 

From  the  few  remarks  which  I  have  made  I  think  it  will 
be  very  generally  conceded  that  it  is  highly  desirable  for  an 
insuxed  to  keep  constantly  before  him  the  conditions  of  his 
fire  insurance  policies. 


Actuarial  Science  and  Its  use  to  the  Accountant. 


By  a.  M.  Campbell. 


To  introduce  this  subject  to  the  average  mind  it  is 
necessary  to  assume  that  one  has  an  average  arithmetical 
knowledge,  coupled  with  some  idea  of  the  principles  of 
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algebra ;  but  to  dig  deeply  into  the  subject  one  requires 
to  thoroughly  comprehend  both  these  sciences — ^particu- 
larly the  latter — and  from  his  connection  with,  and 
experience  in,  accountancy,  the  student  will  find  that 
actuanial  science  is  not  only  an  advantage  to  him  in  his 
professional  work,  but  is  also  a  stimulant  for  the  thinking 
powers.  My  knowledge  of  it  is  elementary,  and  I  can  only 
introduce  the  subject  in  that  manner,  more  particularly  as 
the  time  at  my  disposal  is  short.  I  shall  therefore  be  com- 
pelled to  touch  upon  merely  those  important  items  b'kely 
to  occur  in  every-day  experience,  and  shall  commence 
with  Compound  Interest  accumulating  principal  and 
interest  once  a  year. 

The  amount  to  which  i  will  accumulate  in  one  year  under 
the  operation  of  interest  is  manifestly  (i+O  ^^^  ^^  ^^^^  ^^ 
second  year — as  you  know— with  this  as  principal,  so  that 
at  the  end  of  the  second  year  we  have  (1  + »)  (i+O  or  (i+»)' 
and  so  on  for  the  number  of  years  which  it  is  required  to 
ascertain  the  amount.  The  amount  therefore  to  which 
1  will  accumulate  in  n  years  is  (iH-O"'  If  i  therefore  having 
been  ascertained,  any  other  principal  (say  P)  will  be  found 
by  simple  multiplication,  and  calling  this  amount  of 
accumulation  5  we  obtain  the  general  formula — 

S  =  P(i+»)'» 
Similarly,  if  P  is  desired  to  be  found,  by  transposing  the 
above  equation  we  have — 

p s_ 

I  shall  not  trouble  you  by  working  out  the  equations 
to  find  n  and  f,  but  the  formulas  are— 
Log.  S- Log.  P 
"-      Log.  (i+O 


'-m 


These  formulae  are  arrived  at  on  the  assumption  that 
interest  is  accumulated  with  the  pnncipal  only  once  a 
year ;  but  what  if  the  accumulations  are  more  frequent,  a 
fairly  common  occurrence  in  practice?  The  i  originally 
invested  will  have  accumulated  at  the  end  of  the  first 

portion  or  Mth  part — as  we  call  it-— to  j  J  i+i  |  or  to  make 

you  comprehend  more  clearly  this  would  stand  a  simple 

fraction  thus— (  1  +  —  V'.^..  i  at  5%  accumulated  quarterly. 

At  the  end  of  the  second  Mth  part  of  a  year  the  i  invested 

to  (*+j;)    wid  so  on  increasing  the  index;   we 

then  to  the  formula  (i+^j     -  which  is  the  effective 

rate  of  interest  corresponding  to  the  nominal  rate  j  -  : 
The  following  Table  gives  a  good  example.  I  think,  of  the 
corresponding  rates  to  each  other,  which  will  probably  make 


amounts 


come 


it  clear  to  you  what  is  meant  by  those  two  very  important 
terms. 


Nominal 
Rates 

Corresponding  Effective  Rates  when  Interest 
accumulated 

per  cent. 

Half-yearly 

Quarterly 

30W5 
35306 
40400 

4-5506 
50625 
6*0900 

45765 

It  will  thus  be  seen  that  the  more  often  the  operation 
of  accuminlating  principal  and  interest  the  greater  the 
gain.  So  much  for  interest ;  but  before  proceeding  I  think, 
to  make  it  clearer  to  you,  a  few  practical  examples  would 
convey  to  you  the  advantage  of  working  compound  interest 
on  these  lines. 

(i)  To  what  sum  will  £^q  accumulate  in  twenty-five 
years  at  5  per  cent,  compound  interest  payable  yearly? 

The  formula  is  S»P  (i+O***  ^^^  ^  P=40*  >=>*05  and 
Us 25,  we  have 

S=4o(ro5)« 
to  find  the  value  of  (1*05)3'^  we  use  logarithms  as  the 
simplest  method,  but  without  going  into  these  we  can  easily 
arrive  at  this  value  by  the  ordinary  method  of  indices^the 
value  is  3'3864i  therefore  S  =  40  X3'3864=;f  135-456. 

(2)  If  the  interest  had  been  payable  quarterly  at  the 
nominal  rate  of  5  per  cent  per  annum  the  formula  would 
have  been — 

substituting  the  figures  above  we  have 

40  y  »  +-^  J4X25=40  (10125)  ^*=/i38-536. 

(3)  In  how  many  years  will  a  sum  of  money  double 
itself  at  compound  interest?  I  should  have  to  carry  you 
into  logarithms  for  this  working,  but  I  specially  mention 
the  question,  as  it  is  well  to  know  the  recognised  standing 
fraction  for  same. 

69 
A  sum  of  money  will  double  itself  in  ^tte  per  cenT  y**"»  ^ 

^^^^"^y  (rateycent.-^  '^^)  ^^^ 
Discount* 

The  difference  between  a  sum  due  at  a  future  date  and 
its  present  value  is  called  discount,  and  the  symbol  in 
actuarial  science  is  d  ox=vi. 

In  this  connection  it  should  be  noticed  that  when  a  mer- 
chant seeks  to  discount  a  bill  his  banker  quotes  to  him  the 
rate  of  discount,  not  the  rate  of  interest.  Through  faitiue 
to  keep  this  in  view  very  oft^i  confusion  has  arisen,  and 
it  has  been  usual  to  say  that  commercial  discount  differs 
from  theoretical  discount,  e,g,y  in  discounting  at  5  per 
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cent,  an  obligation  for  jf  loo  due  at  the  end  of  a  year,  a 
banker  would  accordingly  deduct  £$  and  pay  over  £g$. 
That  this  method  of  calculating  discount  is  not  correct  is 
easily  seen,  and  no  one  is  more  cognisant  of  it  than  the 
banker.  Bat  to  cany  the  thing  to  an  extreme  case,  and 
assume  that  the  amount  due  uiKler  the  aforesaid  obligation 
had  not  been  payable  for  twenty-five  years,  calculated  in 
this  way  the  discount  would  amount  to  ;fi25,  and  we 
should  have  the  absurd  result  that  jf  100  due  at  the  end  of 
twenty-five  years  is  worth  £2$  less  than  nothing. 

Discount  calculated  in  this  way  is  known  as  Trade  Dis- 
count or  Commercial  Discount  to  distinguish  it  from  True 
Discount,  which,  as  has  been  explained,  is  the  difference 
l>etweea  a  simi  due  and  its  present  value;  therefore  the 
true  discount  on  jf  100  at  the  end  of  the  year  at  5  per  cent. 


{■"^4 


or  approximately  £^  15s. 


A  nnuitieS'Certain, 

These  are  of  very  frequent  occurrence  in  the  experience 
of  those  in  the  profession  engaged  particularly  in  trusts, 
and  it  is  well  to  know  a  little  of  the  modus  operandi 
employed  in  calculating  their  values. 

Annuities-certain  are  annuities  which  are  payable  over 
a  definite  period.  An  annuity  is  measured  by  the  amount 
payable  in  the  course  of  a  year,  which  is  sometimes  called 
the  rent  of  the  annuity.  It  is  assumed,  unless  otherwise 
stated,  that  the  first  payment  of  an  annuity  is  due  at  the 
end  of  the  year,  or,  if  payable  at  more  frequent  intervals, 
at  the  end  of  the  first  interval.  There  are  two  ways  in 
which  an  annuity-oertain  may  be  capitalised,  the  results 
being  known  as  the  Amount  and  Present  Value  of  the 
annuity.  The  amount  is  the  equivalent  value  of  the 
annuity  capitalised  at  the  date  when  it  expires,  and  the 
present  value  is  the  capitalised  value  at  the  date  when 
the  annuity  is  entered  upon.  According  to  the  approved 
system  of  notation,  the  amount  of  an  annuity-certain  of 
I  for  n  years  is  represented  by  the  symbol  Sn  |  and  the  present 
value  of  a  similar  annuity  by  An.  I 

Simple  interest  is  seldomi  used  in  the  calculation  of 
annuities,  as  it  leads  to  very  unsatisfactory  results.  Pass- 
ing to  compound  interest,  I  ask  what  la  the  amount  of  an 
annuity  of  i,  payable  yearly  for  n  years.  I  need  not  go 
into  the  ordinary  method  of  working  this  out  when  simple 
proportion  explains  the  formula.  The  amount  to  which 
X  will  accumulate  in  n  years  at  compound  interest  is 
(i+i)«  and  deducting  from  this  the  original  capital  invested 
we  have  an  annuity  of  i  for  n  years  which  is— 

{(!+»> -1}   whence  1  =  ^''^*^"' 
Then  as  to  the  present  value  of  a  similar  annuity  (v 
being  the  symbol),  if  we  invest  i  it  will  yield  an  annuity  of 


i  for  n  years,  and  the  present  value  of  the  unit  which  will 
then  be  left  on  hand  is,  of  course,  V».  The  amount 
absorbed  in  the  payment  of  the  annuity  of  f  is  therefore 
I  -  V« ,  and  this  being  the  present  value  of  an  annuity  of 
the  present  value  of  an  annuity  of  i  is  by  simple  proportion 
i-Vn. 

i 

The  following  are  examples  showing  how  we  may  apply 
the  above  formulae,  e,g. : 

"  What  would  be  the  amount  of  an  annuity  of  /40  for  8 
years  @  5%  compound  interest?" 

(i  +  f>  -  I  ^  (ro5)^  -  I 
i  -05 


Formula  Sn  h» 


We  have  to  find  the  value  of  (1*05)5,  which  is  1*4774. 


•05 


4774 


9'55t  which,  being  multiplied  by  ;f40, 


gives  us,  as  the  result, ;( 382. 

"  What  is  the  present  value  of  the  same  annuity?  '* 

z  I 


Formula  An   = 


.  V»      ^ 
■: — or_ 


(105)^  « 
•05 


14774 


•05 


=  - — '^3^  =r.:323i«  5,^^  X  /40  =  ^258  II  2.  the  result. 

1  have  refrained  from  proceeding  in  the  ordinary 
actuarial  way  to  arrive  at  these  formulae,  for  the  reason 
that  "series"  and  "progressions"  come  into  use,  and 
therefore  the  possibility  of  making  the  matter  less  obscure 
is  reduced.  It  is  well,  however,  for  the  student  always  to 
work  out  in  the  manner  indicated  by  the  text-book  he  is 
prosecuting,  as  when  he  comes  into  more  advanced 
problems  he  must  necessarily  proceed  only  by  having  the 
groundwork  well  in  mind. 

A3  I  wish  to  give  you  some  little  idea  of  the  history  of, 
and  methodjof,  constructing   mortality   tables,  I  am  for- 
bidden to    touch    on    Perpetuities,    Deferred  Annuities, 
Sinking  Funds,  &c.,  for  want  of  time  to  do  so. 
Mortality  Tables. 

Uncertain  as  is  the  lifetime  of  any  individual,  it  is  found 
that  the  average  duration  ol  life  in  a  large  community  is 
subject  to  little  fluctuation.  If  therefore  a  table  of 
mortality  be  formed  from  the  collected  experience  of  a 
large  number  of  persons,  the  results  obtained  will,  on  the 
average,  be  correct  and  reliable. 

In  the  mortality  table  as  ordinarily  constructed  there  are 
two  elementary  columns  from  whtch  the  others  are  derived, 
and  on  which  all  calculations  are  based.  The  first  of  these, 
which  is  known  as  the  \x  column  (the  suffix  x  being  used  to 
denote  the  age)  begins  with  an  arbitrary  number  of  persons 
supposed  to  be  alive,  and  shows  how  many  out  of  this 
number  will  survive  at  each  year  of  age  till  the  limit  of  lile 
is  reached.  The  second,  known  as  the  d;r  column,  gives  the 
number  who  die  at  each  age. 
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While  I  state  tbese  two  columns  as  distinct,  they  in  reality 
present  thie  same  facts  from  different  point  of  view,  e.g,, 
if  thepe  be  100  persons  alive  at  age  10,  and  at  age  11  only 
97  of  these  survive,  then  the  number  of  those  who  have 
died  aged  10  is  of  course  100—97,  and  we  have  accordingly 

the  relation  lio— lii  =  <iio»  ©^  *<>  P^^  ^h®  c^se  generally — 
\x  -\x  4-  i=d;r 
I  shall  not  be  able  to  extend  my  remaiics  on  these  two 
columns,  which  are  actually  the  basis  of  the  mortality 
table.  Tbere  are  other  columns  coatained  in  the  table 
showing  the  probabilities  of  living  and  dying  and  the 
expectation  of  life,  so  that  when  we  have  the  table  in  its 
complete  form  we  have  the  information  we  require  to 
assist  us  in  making  calculations  for  Annuities,  Assurances, 
Policy  Values,  &c.  I  should  like  to  go  into  one  or  two  of 
these  problems  with  you,  but,  as  previously  stated,  it 
would  be  useless  without  working  carefully  through  from 
the  commencement. 

Respecting  the  different  tables  constructed.  Many 
attempts  have  been  made  to  establish  a  law  of  life,  but 
none  of  these  were  satisfactory  until  the  Carlisle  table 
was  constructed  and  published  in  181 5.  Previously  the 
Northampton  table  had  been  framed  by  a  Dr.  Price,  but  it 
was  based  on  a  false  assumption,  which  led  to  the 
Government — ^who  adopted  it— losing  nearly  ;^2,ooo,ooo  in 
eleven  years. 

As  a  result,  however,  it  instructed  Mr.  Finlaison  to  pre- 
pare a  table  showing  the  true  rate  of  mortality  among 
annuitants.  This  table  was  published  in  1829,  and  two 
others  followed  it  in  i860  and  1883. 

The  tables  show  in  a  maxked  degree  the  superiority  of 
female  life  at  the  older  ages. 

I  may  say  that  the  Government  table  is  considered  the 
most  reliable,  although  the  Institute  of  Actuaries'  life 
tables  are  the  ones  recognised  by  life  insurance  offices. 
The  tables  known  are  :  — 

(i)  The  HM  Table,  founded  on  Healthy  Male  Lives. 

(2)  The  HP  Table,  founded  on  Healthy  Female  Lives ;  and 

(3)  The  HW<«)  Table,  from  which  the  first  five  years  of 
Insurance  are  excluded  so  as  to  annul  the  effect  of  the 
medical  examination. 


personal. 


The  partnership  previously  subsisting  under  the  style  of 
Snowden  &  Stringer  has  been  dissolved  by  mutual  consent. 
Mr.  Stringer  will  continue  to  practise  at  Cheapside 
Chambers,  Bradford. 


Uepiew. 


The   Public  Trustee  Act,    i9o6»   with   Notes  and 
Observations  Thereon. 


By  Arthur  Reginald   Rudall,  of   the   Middle   Temple, 

Barrister-at-Law,  and 
Jambs  William   Grbig,   LL.B.,  B.A.,  Lon.,  of   Lincoln's 

Inn,  Barrister-at-Law. 

London.  1907  ;  Jordan  &  Sons,  Lim.    Price  38.  6d.  net. 

This  annotated  copy  of  the  Public  Trustee  Act  of  1906  is 
intended  as  a  supplement  to  the  author's  work  on  the  Law 
of  Trusts  and  Trustees.  The  Act  of  1906  comes  into 
operation  on  January  ist  1908.  and  although  only  permissive 
in  its  character  introduces,  notably  in  the  office  of 
"  Custodian  Trustees,"  a  new  element  into  the  law  of  trusts. 

In  the  introduction  this  new  office  is  lucidly  explained 
and  the  annotations  to  the  Act  are  full  and  instructive. 

In  an  appendix  the  authors  have  seized  the  opportunity 
of  inserting  some  of  the  cases  recently  decided  on  sections 
of  the  Trustee  Act,  1893. 

The  index  is  a  very  amateurish  affair,  but  fortunately,  in  a 
work  of  this  small  size,  is  of  minor  importance. 


failures  and  Stlls  of  Sale  in  Snoland 
aiiD  Males. 


According  to  K$mp*s  MtrcanHU  GautU,  the  total  oomber 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday  May  31st  was  138,  vix.  :— 
New  Bankruptcy  Proceediogs  published  in  the  London  GoMetU, 
71 ;  Deeds  of  Arrangement  registered,  67.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were: 
Bankruptcies,  loi ;  Deeds  of  Arrangement,  80— total,  181 ; 
being  a  decrease  of  43.  The  total  number  of  oommenaal 
failures  recorded  during  the  22  weeks  of  the  present  year  is 
3,377 ;  the  total  number  recorded  in  the  corresponding  22 
weeks  of  last  year  was  3,725,  showing  a  decrease  of  348. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday 
May  31st,  was  135.  The  number  in  the  corresponding  week 
of  last  year  was  178,  showing  a  decrease  of  43.  The  total 
number  filed  during  the  22  weeks  of  the  present  year  is  3,293 ; 
the  total  number  filed  in  the  corresponding  22  weeks  of 
last  year  waS('3,36o,  showing  a  decrease  of  67. 
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Debentures. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week  ending 
Friday  May  31st  amounted  to  ;f7»943.i24.  by  way  of 
addition  to  iz^y^^j,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ;f  1,298,317.  showing  an  increase  of 
/6,644,8o7.  The  total  amount  registered  during  the  22 
weeks  of  the  present  year  is  /45,64i.666  pn  addition  to  the 
issues  in  previous  years  by  the  same  companies),  as 
compared  with  /37>5S6,629  for  the  corresponding  22  weeks 
in  1906,  showing  an  increase  of  ;f  8,055,037. 


The  Profession  in  Scotland. 


XTbe  Hberbeen  Cbartere^  accountants 
Stu6cnts'  Sodet». 


The  Costing  and  General  Manag:ement  in  Mining. 


By  Mr.  Jambs  M.  Dickib. 


A  PAPER  delivered  to  the  above  Society  on  7th  March 
1907. 


The  extensiveness  of  the  subject  I  have  chosen  to  deal 
with  at  first  sight  seems  impossible  to  be  dealt  with  in  any- 
thing more  than  on  an  extensive  scale,  but  I  shall  try,  as  far 
as  possible,  to  put  before  you  in  the  shortest  form  an 
outline  of  costing  and  management  in  mining.  Primarily, 
I  have  divided  my  subject  into  two  parts.  In  the  first  portion 
I  shall  deal  with  mining  under  the  no-liability  system,  and 
in  the  second  place  I  shall  deal  with  the  more  familiar 
system  known  to  us,  of  mining  under  the  liability  system. 
I  need  not  go  further  into  the  question  of  mining  in 
Scotland,  meantime,  than  to  merely  remark  that,  as  all 
mining  in  Scotland— as,  indeed,  in  the  British  Isle»— is 
carried  on  under  the  liability  scheme,  the  methods  as 
put  forth  under  that  branch  equally  apply  to  mining  in 
our  own  country.  Of  course,  there  is  the  system  of  Cost 
Book  Mining  Companies,  known  as  the  "Stannaries,"  as 
carried  out  in  Devon  and  Cornwall,  and,  in  point  of  fact, 
they  are  really  to  be  classed  under  the  no-liability  heading. 
I  shall,  however,  give  special  attention  to  colliery  mining 
requirements  applicable  to  the  industry  as  carried  out  in 
Scotland.  The  no-liability  system  of  mining  is  largely  in 
vojue  in  Russia,  Australia,  and  in  America,  whereas  the 


only  country  practically  where  mining  under  the  liability 
system  is  wholly  prevalent  is  in  Great  Britain.  The  reason 
for  this  is  easily  explained  by  the  fact  that  in  these 
countries  the  risk  is  much  greater,  and  if  shareholders  are 
induced  to  take  part  in  the  speculation,  they  take  good  care 
to  incur  no  further  liability  than  the  sum  primarily 
advanced.  The  importance,  therefore,  of  my  devoting  my 
attentions  to  this  system  in  the  first  place  will  be  fully 
recognised. 

Under  the  no-liability  system  the  effect  is  that  a  share- 
holder incurs  no  responsibility  in  becoming  a  meml)er  of  a 
no-liability  company.  If  it  is  not  successful  he  may  abandon 
his  interest  whenever  he  chooses  by  refusing  to  pay  calls 
without  any  procedure  on  the  part  of  the  company,  so  that 
the  liability  of  the  shareholder  as  a  contributory  is  conse- 
quently nil,  though  he  may  still  have  a  contingent  interest 
in  the  shares  in  case  they  should  realise  a  surplus  on  their 
being  afterwards  sold  by  the  company.  The  result  of  this 
system  is,  therefore,  that  as  shareholders  cannot  be  called 
upon  to  contribute  towards  the  payment  of  the  company's 
debts  in  case  of  winding-up,  no-liability  companies  are 
practically  barred  from  obtaining  credit  except  on  the 
security  of  their  actual  property.  In  the  early  days  when 
the  system  was  first  evolved,  and  when  the  mineral  was 
easily  won  at  shallow  depths,  the  system  suited  require- 
ments, but  now  that  surface  deposits  have  been  worked  out 
and  the  mining  operations  requisite  for  the  greater  depths, 
now  necessary,  entail  a  much  heavier  expenditure  as  well  as 
a  longer  wait  for  returns,  it  has  been  found  to  have  its  dis- 
advantages. Though  at  first  sight  it  may  appear  antagonistic 
to  the  general  principle  of  company  accounts,  this  system  is 
really  under  the  circumstances  justifiable,  especially  when  it 
is  taken  into  consideration  that  the  trading  (so  to  speak)  of 
the  concern  has  little  to  do  with  the  estimation  in  which  it 
is  held  by  those  interested  and  by  the  public  generally. 
Good  returns  is  the  point  that  the  shareholders'  attention  is 
fixed  on.  Depreciation  on  machinery  is  practically  ignored, 
and  under  the  peculiar  circumstances  this  is  perhaps  even 
defensible,  plant,  &c.,  l)eing  retained  as  an  asset  at  its  cost 
and  the  work  of  development  and  office  expenses  treated  as 
capital  expenditure  and  charged  to  the  mine.  For  the  same 
reason  also  the  debit  of  profit  and  loss  is  frequently  trans- 
ferred to  Mine  Account.  In  other  cases  it  is  retained 
either  as  a  balance  at  profit  and  loss  or  under  the  head  of 
working  expenses,  but  in  whatever  way  it  is  treated  it  is 
merely  a  record  of  expenditure  that  no  longer 
concerns  anyone,  and  is  in  no  way  regarded  as  affecting  the 
stability  of  the  company.  Dividends,  of  course,  are  only 
payable  out  of  profits,  and  even  then  as  a  rule  only  when 
such  profits  are  represented  by  available  cash.  One  practice 
to  be  deprecated,  even  though  it  is  the  outcome  of  the 
system,  is  the  almost  systematic  non-reserving  of  cash  for 
development  purposes   or   the   erection    or   extension   o'' 
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machinery,  thus  necessitating  calls  being  made  when  returns 
fall  ofif,  and,  as  a  result,  the  possible  lowering  of  marketable 
value  of  shares,  or  even  the  stoppage  of  the  company. 
This,  however,  is  practically  unavoidable,  as,  owing  to  the 
rapidly  changing  conditions  of  the  mining  share  market, 
permanent  investment  is  seldom  contemplated,  and  the 
reserving  of  profits  to  meet  future  contingencies  is  usually 
objected  to  by  the  immediate  shareholders,  who  naturally 
prefer  the  division  of  profits  as  they  become  available  to 
making  a  sacrifice  for  the  benefit  of  strangers  who  may  come 
after  them.  The  no-liability  system,  however,  with  all  its 
faults,  is  and  has  been  undoubtedly  a  great  help  to  mine 
enterprise,  as  it  works  for  the  small  investor  without 
entangling  him  in  penal  liability  in  case  of  liquidation. 
Although  naturally  openiog  a  wide  door  for  speculation, 
without  its  aid.  in  giving  things  a  start,  many  of  our  most 
prosperous  mines  might  have  never  been  called  into 
existence.  Here  I  shall  detail  the  principal  provisions  made 
under  the  Acts  applicable  to  the  no-liability  system,  and 
when  compared  with  the  corresponding  provisions  of  the 
liability  system,  little  variation  in  the  conditions  will  be 
discerned  : — 

(x)  The  acceptance  of  a  share  is  no  contract  to  pay. 

(2)  Two-thirds  of  shares  to  be  subscribed  for,  and  5  per 

cent,  of  subscribed  capital  to  be  paid  in  cash  or 
kind. 

(3)  Calls  to  be  paid  within  fourteen  days,  after  which 

forfeiture. 

(4)  Such  shares  to  be  sold  by  auction.   Directors  may  buy 

them  up. 

(5)  Balance  Sheet  in  form  annexed  to  Table  A.   and 

prepared  once  a  year. 

(6)  Manager  has  no  independent  discretion  in  purchase 

of  goods,  but  only  to  facilitate  business  usually 
under  the  authority  of  the  board. 

(7)  Goods  are  ordered  on  company's  account. 

(8)  Company  may  sanction  an  issue  of  new  shares  after 

the  last  call  made. 

(9)  Company  may  subdivide  the  shares  in  same  manner. 

(10)  Company  may  borrow  on  mortgage  by  a  majority. 

(11)  In  registration  of  members'  names,  addresses,  shares 

held,  amount  paid  thereon,  and  date  of  registra- 
tion, also  date  of  ceasing  to  be  a  member,  and 
shares  all  numbered. 

(12)  Contracts  to  be  made  under  common  seal. 

(13)  If  voluntary  winding-up,  by  two-thirds  of  a  majority 

at  an  extraordinary  general  meeting;  if  compul- 
sory, by  Court. 

(14)  Wages  limited  to  managers,  clerks,  and  workmen. 


Limited  Mining  Companies  are  a  sort  of  compromise 
between  the  no-liability  system  and  the  regular  trading 
(joint  stock)  company,  points  being  conceded  to  the  latter 
as  regards  their  powers  of  recovering  calls  against  share- 
holders. In  this  case  the  call  is  deemed  a  debt  from  the 
shareholders  to  the  company  up  to  fourteen  days  after  its 
due  date  to  the  company,  though  its  manager  may  sue  for 
the  recovery  of  the  same  with  interest  and  cost  of  suit, 
provided  such  proceedings  are  commenced  before  the 
expiration  of  fourteen  days  from  the  due  date.  If.  how- 
ever, this  period  of  fourteen  days  is  allowed  to  go  by  without 
action  to  recover  being  taken,  forfeiture  takes  place,  and  all 
other  proceedings  are  exactly  on  the  same  footing  as  in  the 
no-liability  companies.  It  is  also  provided  that  if  judgment 
has  been  obtained  against  any  shareholder  for  unpaid  calls 
on  action  instituted  within  the  fourteen  days,  and  such 
judgment  shall  not  be  paid  (or  cannot  be  levied  out  of  any 
property  of  the  shareholders)  within  fourteen  days  from  the 
date  of  judgment,  the  shares  shall  then  also  become 
forfeited.  In  this  case,  in  the  event  of  any  subsequent  sale 
by  auction  of  the  forfeited  shares,  all  costs  of  proceedings 
and  expenses  incurred  therein  shall  be  deducted  from  any 
surplus  in  addition  to  the  ordinary  expenses  of  sale. 

I  shall  now  deal  with  the  accounts  gexterally,  and  shall 
particularise  on  any  special  point  of  observation.  The 
value  of  the  uncalled  capital  as  a  pledgeable  asset 
being  practically  nil  (in  no  liability  companies  absolutely 
so),  anyone  giving  such  a  company  credit  to  all  intents 
and  purposes  joins  in  the  speculation.  Consequently  Per- 
sonal AccouiUs  in  the  ordinary  trading  sense  may  be  dis- 
regarded and  mine  bookkeeping  considered  as  purely  a 
system  of  Cost  and  Capital  Accounts.  As  in  all  such 
systems  of  costing  the  object  of  such  accounts  should  be 
to  control  the  expenditure,  but  it  is  here,  owing  to  the 
mine  as  a  rule  bedng  at  some  distance  from  headquarters, 
that  the  peculiar  difficulties  in  these  accounts  present 
themselves.  The  mine  manager  must  be  allowed  to  make 
payments — ^to  a  certain  extent,  at  any  rate — ^which  can 
only  come  before  the  board  for  review  after  the  money  has 
been  paid  away.  StUl,  the  board  should  maintain  the 
control  of  the  expenditure  and  should  n^eet  fortnightly 
as  soon  as  may  be  convenient  after  the  close  of  the  mine 
fortnight,  so  that  any  criticisms  on  the  mine  expenditure 
may  be  made  while  the  circumstances  are  fresh  in  mind. 
A  schedule  of  accounts  for  payment,  including  the  Mine 
Pay  Sheet,  &c.,  should  be  prepared  and  submitted  to  the 
board,  with  the  accounts  themselves  aA:tached,  and  when 
passed  signed  by  the  chairman,  and  no  payments  should 
be  allowed  by  the  auditor  unless  it  appears  on  such  a 
schedule.  As  has  been  indicated,  the  distance  of  the  mine 
from  headquarters  requires  that  the  mine  manager  be 
entrusted  with  a  certain  amount  of  authority  to  make  pay- 
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meats  in  the  compaay^s  name,  but  this  should  be 
restricted  to  th«  payment  of  wages  and  petty  local 
expenses,  and  it  can  be  most  effectively  controlled  by  the 
adoption  of  what  is  known  as  the  "Imprest  System.*' 
Under  this  system  a  credit  account  for  a  fixed  definite 
anioun.t  is  opened  at  the  bank  in  the  name  of  the  company, 
under  the  control  of  the  board,  upon  which  the  mine 
manager  is  authorised  to  operate,  and  each  fortni^t  as  the 
mine  manager  sends  in  his  Pay  Sheet  and  vouchers  the 
same  is  laid  before  the  board  and  passed  for  payment, 
whereupon  a  cheque  is  drawn  on  the  company's  General 
Account  for  the  exact  amount  of  such  |>aymeints,  and  paid 
into  the  credit  of  **Mine  Imprest  Banking  Account," 
which  would  then  be  restored  to  its  original  amount,  no 
recoup  being  made  for  any  mine  payment  unless  and  until 
a  receipted  voucher  for  such  payment  has  ibeen  received. 
All  payments  at  the  mine  are  made  by  cheques  payable  to 
number,  and  the  number  of  each  cheque  is  entered  in  the 
Mine  Pay  Sheet  opposite  its  amou>nt,  so  that  the  Bank 
Pass  Book  can  be  readily  checked,  outstandings  estimated, 
and  the  balance  verified.  By  this  means  unauthorised  pay* 
ments  can  be  promptly  detected  and  extravagance  checked, 
as  on  no  account  should  an  overdraft  be  allowed.  By  this 
system  the  trouble  of  keeping  a  Cash  Book  at  the  mine  is 
obviated.  The  audit  is  also  greatly  simplified  by  the  usage 
of  this  method  of  recording.  All  other  ezpenditure-^Plant, 
Machinery,  Mining  Equipment,  Explosives,  Chemicals, 
Mine  Timber,  and  General  Stores — should  be  purchased 
through  the  office  under  the  direct  authority  of  the  board. 
As  a  rule,  bookkeeping  is  not  a  strong  poinA  with  mining 
managers,  who  are — as  they  should  be — ^generally  selected 
for  their  special  qualifications  for  directing  mining  opera- 
tions and  getting  the  best  work  possible  out  of  their  men  ; 
therefore  if  they  are  not  provided  with  efficient  clerical 
assistance  the  accounts  they  should  be  called  on  to  keep 
should  be  of  the  simplest  possible  nature — ^Wages  Book, 
Stores  Book,  and  a  Mine  or  Cost  Ledger  being  all  that 
should  be  required  of  them.  The  Wages  Book  or  Mine 
Pay  Sheet  should  show  the  different  class  of  work,  how 
each  man  is  employed,  the  number  of  shifts  worked,  the 
rate  of  wages,  and  the  fortnightly  total.  For  convenience, 
amounts  paid  for  local  expenditure  should  be  added  at  the 
foot  and  vouchers  attached.  This  book  should  be  in 
duplicate,  perforated  down  the  middle  of  the  sheet,  and 
each  man's  receipt  signed  opposite  his  name,  and  on  the 
outer  half,  which  when  complete  is  torn  out  ajid  forwarded 
to  headquarters  as  a  voucher,  while  the  counterfoil  remains 
in  the  book  as  a  complete  record  of  the  fortnight's  work. 
No  totals  are  carried  forward,  each  fortnight  being  com- 
plete in  itself.  The  Stores  Book  should  show  the  quantity 
of  stores  received  and  issued,  being  debited  with  the  cost 
as  per  invoice,  with  carriage  added,  and  credited  as  stores 


axe  bsued  for  each  particular  work.  It  is  hardly  to  be 
expected  that  this  book  will  absolutely  balance  with  the 
stock  in  hand,  but  it  should  be  approximately  correct  both 
as  to  quantities  and  values,  and  this  system  is  applicable  to 
the  snudlest  or  largest  company.  The  Mine  Ledger  should 
have  an  opening  for  each  different  work,  or  class  of  work. 
Sinking,  Driving  Surface  Works,  Plant,  &c. ;  also  for 
General  Wages,  Sundry  Expenses,  Stores,  Explosives, 
Timber,  Cartage,  Fuel,  Horse-feed,  &c.  In  this  Ledger, 
or  in  a  separate  book  if  preferred,  the  mine  produce  may 
be  recorded,  but  as  realisations  will  be  effected  through 
the  office  the  values  will  not  appear.  This  Ledger  is  posted 
from  the  fortnightly  totals  of  the  Wages  and  Stores  Books, 
and  should  only  have  accounts  opened  for  the  different 
actual  works  carried  out,  but  there  are  always  items  of 
expenditure  difficult  to  allocate,  and  so  the  headings  of 
sftores  expenditure  will  find  their  way  into  it;  but  care 
should  be  taken  that  they  are  not  too  freely  availed  of, 
otherwise  the  information  contained  under  the  special 
headings  wiU  be  of  little  use.  Abstracts  of  this  Ledger 
should  be  forwarded  to  headquarters  periodically,  and 
there  compared  with  the  office  books.  In  practice  this 
system  would  be  found  simple,  and  of  great  assistance  to 
the  mine  manager  in  keeping  him  posted  up  in  the  cost  of 
his  work,  and  in  affording  him  data  on  wliich  to  base 
estimates  of  future  expenditure,  while  the  directors  will 
have  before  them  in  the  periodical  abstracts  of  the  Mine 
Ledger  a  concise  summary  of  the  cost  of  working  to  date. 

The  accounts  kept  at  headquarters  should  be  such  as  to 
fully  and  effectively  record  the  progress  and  position  of  the 
company,  and  to  this  end  a  Cash  Book,  Journal,  and 
Ledger  aie  required.  The  Cash  Book  need  only  be  of  a 
simple  form.  In  the  ordinary  course  a  mining  company's 
income  is  derived  from  calls  and  sale  of  gold,  &c.,  or 
advance  on  the  metals,  &c.,  by  the  banks  or  smelting  com- 
panies. As  calls  form  the  more  numerous  entries  a  special 
colunm  should  be  set  apart  for  them,  and  there  is  only 
need  for  the  posting  of  the  monthly  totals  to  the  Ledger. 
The  other  items  may  t>e  posted  direct  and  further  tabula- 
tion avoided.  On  the  contra  side  the  entries  are  not  usually 
many  or  varied.  There  will  be  the  fortnightly  cheque  (to 
recoup  Imprest  Account),  payments  for  mine  require- 
ments directly  passed  through  the  office,  and  the  ordinary 
management  charges.  Cash  and  Bank  columns  are  quite 
sufficient  for  these.  When  dividends  are  paid,  a  separate 
cheque  should  be  drawn  on  the  General  Accoun/t,  and  a 
separate  Bank  Account  opened  on  which  special  cheques 
are  drawn.  Individual  dividends  should  not  be  paid 
through  the  general  Bank  Account.  The  chief  use  of  the 
Journal  is  as  a  posting  medium  for  the  adjustments  of 
accounts,  for  sale  of  gold  or  metals  which  do  not  lend 
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themselves  to  direct  eatiy  through  the  Cash  Book,  accountB 
affecting  capkal,  forfeited  shares,  &c.,  closing  eoAries,  and 
such  other  adjusting  entries. 

No  special  conunent  about  the  liedger  is  necessary,  as  it 
follows  the  ordinary  everyday  form. 

The  accounts  of  coal  mining  companies  vary  only  in 
degree  from  the  other  class  of  companies,  the  main 
difference  being  in  the  headings  of  expenditure,  owing  to 
the  technical  terms  used  and  the  mode  of  payment  of 
labour  for  winning  coal,  which  is  baaed  on  the  quantity 
raised.  All  other  labour  is  paid  as  wages  at  per  hour, 
per  day,  or  per  ^hift,  as  in  other  mk^es.  Coal,  like  the 
baser  metals,  once  it  leaves  the  mine,  is  simply  a  com- 
mercial conmiodity,  and  has  to  be  handled  as  such,  hence 
the  principal  books  of  account  will  follow  ordinary  mer- 
cantile lines.  The  capital  outlay  required  for  coal  mining 
is  also  greater  than  the  no-liability  system  will  ensure,  and 
though  several  companies  survive  the  difficulties  of  that 
system  the  principal  coal  companies  are  registered  as 
trading  companies  and  their  accounts  kept  as  such.  By 
the  last  few  v^rds,  **  and  their  accounts  kept  as  such,"  is 
just  meant  that  their  methods  contemplate  permanency ; 
their  business  is  expected  to  grow  from  day  to  day,  and 
their  undertaking  usually  has  a  value  inherent  in  itself 
in  the  shape  of  goodwill,  trade  conmeotion,  exclusive  right 
to  trade,  monopoly,  &c.,  whereas  in  no-liability  companies 
the  business  is  usually  considered  as  of  a  wasting  nature, 
and  would  not  act  wisely  in.  expending  too  much  in  costly 
mining  and  ore  treating  plant.  In  mining  companies  (with 
coal  companies  most  evident)  the  practice  is  carried  out  of 
dealing  on  the  "  Hire-purchase  Wagon  System."  Briefly, 
this  is  just  paying  for  the  wagons  by  equal  periodical 
instalments  including  interest.  The  principal  provision  is 
that,  after  all  the  instalments  have  been  duly  paid,  the 
outright  possession  of  the  plant  can  then  be  acquired  by 
the  further  and  final  payment  of  a  small  sum  for  each 
wagon,  and  until  this  has  been  done  the  ownership  rests 
with  the  wagon  company.  On  the  transference  of  the 
wagons  from  one  company  to  another,  the  seller, 
presumably,  vTould  be  entitled  to  the  amount  of  instal- 
ments paid,  less  depreciation  on  the  wagons,  but,  of  course, 
any  such  alteration  would  require  the  lessor's  consent. 
The  recording  of  entries  in  the  books  of  the  mining  com- 
pany in  the  case  of  a  direct  hire-purchase  would  be. 
Credit  Personal  Account  with  the  present  value  of  each 
instalment  when  due,  also  with  the  amount  of  interest 
contained  in  each  instalment.  Credit  Cash  Account  with 
the  money  when  paid,  and  debit  Personal  Account 
similarly.  Debit  Wagon  Account  with  the  present  value 
of  each  instalment  when  paid,  and  debit  Profit  and  Loss 
Account  concurrently  with  the  amount  of  interest  in  each 


payment.    Debit  Profit  and  Loss  Account  with  the  depre- 
ciation, and  credit  Wagon  Account  therewith. 

An  explanation  is  now  necessary  as  to  the  distinction 
between  colliery  royalties  and  fixed  or  dead  rents.  The 
fixed  annual  rent  is  the  minim^um  consideration  payable 
in  any  one  year,  irre^ective  of  the  output  of  the  mine. 
When  the  royalty  rent  is  lees  than  the  fixed  rent,  the 
difference  is  termed  "  Short  Workings,"  and  the  fixed  rent 
is  payable  to  the  lessor.  Royalty  and  dedd  rents  are,  of 
course,  a  direct  charge  against  Revenue  Account.  Some- 
times the  "Shorts'^  appear  in  the  Balance  Sheet  as  an 
asset,  but  such  sums  should  not  appear  as  such,  unless 
there  is  a  reasonable  prospect  of  recovery.  A  royalty  rent 
may  be  charged  on  the  tonnage  raised  or  sold,  on  acreage 
worked,  or  on  the  sliding  scale  principle.  The  latter 
system,  of  course,  varies  in  accordance  with  annual  direct 
returns  on  the  output,  and  may  be  considered  as  the  most 
advantageous  to  the  lessee,  as  it  enables  him  in  times  of 
depression  to  retain  his  trade  and  tends  to  continuity  of 
work. 

A  great  deal  might  be  said  of  the  different  processes 
gone  through,  before  the  commodity  reaches  its  perfect 
state  with  regard  to  the  duties  allocated  to  the  managers 
of  the  several  departments,  as  also  the  inner  checks  in 
connection  with  the  making  up  of  return  sheets  to  the  head 
office,  but  these  need  not  be  dwelt  upon,  as,  indeed,  it  is  a 
matter  with  which  it  is  not  necessary  for  an  auditor  to 
make  himself  acquainted,  other  than  for  his  own  edifica- 
ti(Mi,  or  rather  enlightenment,  as  he  is  not  responsible  for 
the  accuracy  of  such  details.  It  may,  however,  be  worthy 
of  remai'k  that  in  mining  operations  the  attendance  at  the 
mine  of  one  or  other  of  the  directors  is  almost  constant. 
The  absolute  necessity  of  this  cannot  be  too  strongly  set 
forth;  as,  for  instance,  in  gold  mining  a  great  risk  is 
involved  in  the  wholly  allocating  of  outsiders,  as  it  were, 
to  the  operations. 

I  have  now  discussed,  as  far  as  time  will  permit  of,  the 
principal  methods  in  mining,  although  it  has  been,  I  fear, 
in  a  very  disjointed  manner,  but  I  trust  it  will  impart  a 
reasonably  general  idea  of  the  subject  I  have  taken  the 
liberty  to  deal  with. 


Obituary. 


The  death  occurred  on  the  30th  ult.  of  Mr.  James 
Macpherson,  C.A.,  13  Frederick  Street,  Edinburgh,  under 
tragic  circumstances.  The  deceased  was  found  dead  in  his 
office  on  the  afternoon  of  that  day,  the  cause  of  death  being 
heart  failure.  The  deceased  was  a  native  of  Elgin,  and 
for  some  time  acted  as  cashier  with  Messrs.  Moncreiff  & 
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Hor$brugb,  C^.,  Edixxburgih.  He  was  admitted  a  member 
of  tb«  Edinbuirgh  Society  of  Accountants  in  1886.  Later 
he  was  for  a  time  in  London,  where  he  filled  the  position 
of  managing  clerk  with  a  large  firm.  Returning  to  Edin- 
burgh some  years  ago  he  began  business  for  himself. 


Penonal. 


Mr.  David  Don,  C.A.,  Dundee,  has  assumed  as  partner 
Mr.  Charlee  Stewart.  C.A.,  and  they  will  carry  on  business 
at  9  Tally  Street  there,  under  the  style  of  Don  &  Stewart. 


Bdinbar^  Sodety  of  Aeeonntanti. 


At  the  special  levee  held  by  his  Grace  the  Lord  High 
Commiesioner  at  Holyrood  Palace,  on  the  22nd  ult,  the 
following  gentlemen  were  present,  representing  the  Society 
of  Accountants  in  Edinburgh : —Mr.  J.  A.  Robertson 
Durham,  President,  Messrs.  F.  W.  Carter,  C.  E.  W. 
Macpherson,  R.  D.  Rainie,  T.  P.  Laird,  J.  Campbell 
Dewar,  Edward  Boyd,  and  Richard  Brown,  Secretary. 


General  Examining  Board  in  Sooiland. 


At  the  half-yearly  examinations  of  the  General 
Examining  Board  of  the  Scottish  Sociedee,  which  have 
been  taking  place  at  Edinburgh,  Gla^ow,  and  Aberdeen 
during  the  week,  the  following  candidates  presented  tliem- 
selves: — For  the  Preliminary  Examination,  71  candidates, 
35  bekig  from  Glasgow,  23  from  Edinburgh,  five  from 
Aberdeen,  four  from  Gieenock,  and  one  each  from 
Dalny,  Dundee,  Inverness,  and  London,  For  the  Inter- 
mediate Examination,  91  candidates,  there  being  55  from 
Glasgow,  27  from  Edinburgh,  three  from  Dundee,  two 
from  Aberdeen,  and  one  each  from  East  Newport, 
Greenock,  London,  and  Perth.  For  the  Final  Examina- 
tion, 86  candidates,  42  for  the  whole  examination,  13  for 
the  First  Division,  and  31  for  the  Second  Division.  Of 
these  35  are  from  Glasgow,  27  from  Edinburgh,  seven  from 
Aberdeen,  four  from  Dundee,  two  from  Broughty  Ferry, 
two  from  Kilmarnock,  two  from  London,  two  from 
Paisley,  and  one  each  from  Blairgowrie,  Bonnybridge, 
Greenock,  Nottingham,  and  Sheffield. 


Soottith  IniolYeneiea. 


For  the  week  ending  ist  June  the  number  of  insolvencies 
reported  in  Scotland  was  32.  as  compared  with  15  in  the 
corresponding  week  of  last  year.  The  trust  deeds  numbered 
23,  as  compared  with  10 ;  the  sequestrations  6,  as  compared 


with  2 ;  and  the  petitions  for  cessio  3,  as  compared  with  3. 
The  total  number  of  insolvencies  for  the  twenty-two  weeks 
of  the  year  is  627,  as  compared  with  563  in  the  corresponding 
period  of  last  year— the  trust  deeds  numbering  311  against 
275,  the  sequestrations  117  against  138,  and  the  petitions 
for  cesdo  199  against  150.  Of  the  23  trust  deeds  reported 
daring  the  week,  nine  were  granted  in  favour  of  Chartered 
Accountants.  Two  voluntary  liquidations  of  limited  liability 
companies  were  gazetted  during  the  week,  making  65  for 
the  twenty-two  weeks. 


Hatlm  of  ZTramwass* 


Very  shortly  after  the  delivery  by  the  learned  Lords 
Justices  of  their  important  judgments  in  Great  Central  Rail' 
way  Company  v.  Banbury  Union  Assessment  Committee,  the 
case  of  London  United  Tramways  (1901),  Lim.  v,  Brentford 
Union  Asjgessment  Committee  (noted  112  L.T.J.  483)  hiuscome 
before  the  Court  of  Appeal.  And  while  those  judgments 
vrill  do  much  towards  elucidating  the  principle  upon  which 
the  rating  of  railways  for  the  relief  of  the  poor  ought  to 
proceed,  the  judgments  in  the  subsequent  case  will  serve 
the  sanae  useful  purpose  in  respect  of  tramways.  In  short, 
the  latter  decision  may  be  regarded  as  in  the  nature  of  a 
corollary  to  the  fomter.  As  stated,  the  undertaking  of  the 
tramway  company  in  question  comprises  a  system  of  lines 
which  run  through  several  contiguous  parishes.  In  some 
cases  the  company's  cars  pass  over  the  same  lines  of  tram- 
way for  a  portion  ol  the  journey  when  traversing  diJSecent 
routes.  Passengers  are  charged  specified  fares  for  any 
length  of  journey  between  certain  fixed  points  and  other 
fixed  poiivts  upon  such  lines.  In  order  to  ascertain  the 
rateable  value  of  the  undertaking  in  a  particular  parish, 
the  contention  of  the  company  was  that  the  fairest  method 
ol  valuation  was  to  arrive,  in  the  first  instance,  at  a  rate- 
able value  of  tiie  whol^  undertaking,  and  then  (aft^ 
deducting  the  value  of  the  indirectly  productive  part 
thereof),  for  the  purpose  of  adopting  the  parochial  prin- 
ciple so  far  as  possible,  to  divide  such  rateable  value 
among  the  parishes  in  which  the  undertaking  is  situate, 
according  to  the  number  of  car  miles  run  in  each  parish 
during  a  period  of  twelve  months.  The  Court  of  Quarter 
Sessions  adopted  that  principle  as  not  incorrect  and  as 
convenient  and  admissible.  The  Divisional  Court  took  the 
same  view  ;  and  the  Court  of  Appeal,  being  ol  opinion  that 
the  Court  of  Quarter  Sessions  had  neither  included  evi- 
dence which  should  not  have  been  given,  nor  excluded  evi- 
dence which  was  tendered  and  which  should  have  been 
given,  likewise  held  that  their  decision  ought  not  to  be 
disturbed.  As  was  pointed  out  by  the  Master  of  the 
Rolls,  (there    is   considerable   difficulty   in    applying  the 
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parochial  principle  in  all  its  rigours  and  force  to  the  case 
of  a  tramway,  however  practicable  it  may  be  to  do  so  in 
the  case  of  a  railway.  The  right  mode  of  arriving  at  a  con- 
clusion is  to  work  on  the  basis  of  car  miles  and  nothing 
else— both  as  to  receipts  and  as  to  outgoings.  Although  it 
may,  his  Lordship  observed,  be  impossible  with  mathe- 
matical accuracy  to  ascertain  what  are  the  receipts  of  a 
tramway  company  in  respect  of  any  particular  Lineal  mile, 
yet  it  is  not  impossible  to  obtain  a  reasonably  accurate 
estimate  of  the  amount  of  money  earned  by  every  car  mile. 
And  this  was  the  principle  upon  which  the  assessment  in 
the  present  case  had  been  based,  in  preference  to  the  lineal 
mileage 'system.  The  net  earnings  of  the  undertaking  of 
the  tramway  company — thoit  is  to  say,  the  total  receipts 
less  the  customacy  deductions — wexe  distributed  over  the 
several  parishes  through  which,  the  tramways  run  in  the 
proportion  of  the  car  miles  in  the  parish.  One  car  mile, 
it  is  true,  is  of  different  earning  capacity  from  another  car 
mile-^  fact  which  was  disregarded  by  the  Court  of 
Quarter  Sessions.  But  they  treated  the  measure  adopted 
as  the  best  measure ;  and,  even  if  they  were  wrong  in  so 
doing,  they  were  wrong  on  a  nuitter  of  fact  and  not  on  a 
mjatter  of  law.  This  being  so,  the  Court  of  Appeal  saw 
no  ground  for  interfering  with  the  decision  arrived  at; 
and  the  mode  of  assessment  approved  of  by  that  decision 
may,  tlierefore,  be  expected  to  be  the  one  resorted  to  in 
regard  to  tramways  throughout  the  country. 
(Law  Tims,) 


'Materind"  Kailwas  Stocfi* 


It  it  understood  that,  among  the  schemes  for  the 
amendment  of  the  law  which  are  to  be  submitted  to  the 
Ivegislature  by  the  President  of  the  United  States,  is  one 
to  prevent  the  "watering"  of  railway  stock.  "Watering  " 
the  stock  of  a  corporation  has  been  defined  to  be  the 
increase  of  the  nominal  capital  of  the  undertaking  by  the 
issue  of  new  shares  without  a  corresponding  increase  of 
actual  capital.  It  is  not  unknown  in  EJigland,  but  has 
prevailed  to  a  mfuch  greater  extent  in  the  United  States. 
In  Great  Britain  and  on  the  Continent  borrowing  powers 
have  been  conferred  on  railway  compames  in  a  limited 
degree,  generally  for  only  one-fourth  of  the  capital,  and 
the  debentuie  or  other  obligations  representing  the  autho- 
rised debt  ha,ve  become  esteemed  as  a  security  of  the 
highest  character  for  investment.  In  the  United  States,  on 
the  other  hand,  borrowing  powers  have  been  exercised  for 
the  most  part  under  general  laws  and  without  limitation, 
so  that  often  all  the  actual  value  for  constructing  a  railway 
was  raised  by  loan,  while  the  share  capital  was  issued 
--^lely  for  the  profit  of  the  contractor.    In  these  circmn- 


stanoes  a  large  part  of  tiie  original,  capital  was  fictitious ; 
the  railway  company  was  in  fact  over-capitalised,  and  the 
stock  was  subsequently  still  further  "  watered "  by  the 
unwarrantable  issue  of  new  shares.  Moreover,  in  some 
cases  dividends  on  shares  called  "scrip  dividends"  were 
paid  to  the  dissatisfied  shareholders  so  as  to  increase  the 
nominal  capital  without  any  refeience  to  the  intrinsic  valoe 
of  the  undertaking.  These  abuses  may  probably  require 
legislative  provision  prohibiting  railway  companies  from 
accepting  anything  but  money  in  payment  for  stock,  or 
from  issuing  stock  at  any  rate  below  par. 
(Solicitors*  Journal.) 
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Bztnet  from  Auditing,  by  Lawkbncb  R.  Dicksbs,  P.O. A. 
iPagt  190) 
LicMStd  Hotuts  present  some  rather  special  features.  The  goodwill 
tttaohing  to  the  license  gives  the  lease  or  freehold  of  licensed  premises 
a  market  valne  greatly  in  excess  of  their  real  value  as  buildings.  To 
be  properly  considered,  the  value  of  the  premises  and  the  license  must 
be  separated.  The  former  should  be  depreciated  in  the  usual  way, 
leaving  the  license  akme  to  be  considered.  A  license  on  freehold  pre- 
mises does  not  depreciate,  but  a  license  on  leasehold  premises  passes 
ftway  with  the  p»mises  and  must  therefore  be  depreciated  like  a  lease. 
4  Uoense  may  at  any  time  be  lost— either  for  misconduct  or  for  no  reap 
too— bat  this  Is  a  contingency  outside  the  scope  of  depreciation.  Il 
WKf,  bowevas,  be  provided  against  by  Insurance,  which  would  appeal 
toba  a  most  prodeat  oonrse  to  adopt. 
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JEKolnfllT*  BttsineM 


LiceiiAed  Property. 


aJcenjes  Insured  and  Loans  and  Debentures  on 
Licensed  Property  off  every  description  guaranteed. 


The  Capitalised  Value  of  the  Qoodwiii  of  a  Licensed  Business 
is  the  vaiue  of  the  iioense,  and  may  be  estimated  upon  a  men 
itbeffti  basis  if  the  license  Is  Insured 
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Xea^ind  articles* 


"Outside"  Accountants. 


''PHE  registration  of  new  societies  professing 
to  represent  the  accountancy  profession 
must  prove  quite  a  source  of  industry  at 
Somerset  House,  where  company  registration 
has  for  some  time  past  been  at  a  very  low  ebb. 
It  is  only  a  short  time  since  that  Mr.  Justice 
Warrington  made  an  order  for  the  compul- 
sory winding-up  of  a  so-called  Society  of 
Qualified  Accountants,  but  the  latest  new-comer 
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upon  the  field  is  the  National  Federation  of 
Accountants,  Lim.,  which  was  registered  on 
the  30th  April  last,  having  for  its  objects  inter 
alia  to  support  and  protect  the  character, 
status,  and  interests  of  the  profession  of  accoun- 
tants and  auditors  generally  throughout  the 
British  dominions;  to  promote  honourable 
practice;  to  repress  malpractice;  to  settle  dis- 
puted points  of  practice,  and  to  decide  all 
questions  of  professional  usage  or  courtesy 
between  or  among  accountants  and  auditors. 
Other  powers  are  taken,  including  the  printing, 
publication,  and  circulation  of  books,  papers, 
and  periodicals,  in  connection  with  which  the 
Federation  appears  to  have  opened  a  booksell- 
ing department,  under  which  the  Secretary  will 
be  happy  to  forward  any  of  the  books  recom- 
mended on  receipt  of  postal  order  for  the 
published  price,  post  free. 

The  Federation  is  limited  by  guarantee,  and, 
we  observe,  adds  the  term  "  Incorporated  "  to 
its  title  at  the  head  of  its  prospectus.  The 
word  is,  however,  presumably  no  part  of  the 
name  of  the  company,  for  the  Companies  Acts 
require  the  word  "  Limited "  to  be  the  last 
word  in  the  title  of  a  limited  company.  Pre- 
sumably, therefore,  the  word  "  Incorporated  " 
has  been  added  in  imitation  of  the  practice  of 
the  Society  of  Accountants  and  Auditors,  and 
in  ignorance  of  the  legal  difference — namely, 
that  the  Society,  having  obtained  a  Board  of 
Trade  licence  to  dispense  with  the  use  of  the 
term  **  Limited,"  is  free  to  finish  its  title  with 
any  word  that  it  thinks  fit.  The  Council  as  at 
present  announced  comprises  ten  names,  all 
of  which  are  unknown  to  us.  We  observe, 
however,  that  the  General  Secretary  is  a  Mr. 
High,  a  name  identical  with  that  of  the 
Secretary  of  the  unincorporated  Institute  of 
Accountants,  against  which  an  injunction  was 


recently  granted  restraining  the  defendants 
and  all  others  the  persons  constituting  or 
carrying  on  the  Institute  of  Accountants 
from  carrying  on  business  in  the  name 
of  the  Institute  of  Accountants,  or  in  any 
other  name  so  nearly  resembling  the  name 
of  the  plaintiffs,  or  in  such  manner  as  to  deceive 
or  to  lead  to  the  belief  that  such  business  is  that 
of,  or  is  in  any  way  connected  with  that  of,  the 
plaintiff  Institute  of  Chartered  Accountants. 

Interesting  innovations  announced  in  connec- 
tion with  this  National  Federation  are  that 
the  Intermediate  Examination  qualifying  for 
"A.N.F.A.,  Lond."  may  be  taken  by  candi- 
dates over  eighteen  years  of  age,  and  that 
persons  may  become  life  members  on  pasmient 
of  a  subscription  of  ten  guineas.  It  does  not 
appear  to  us  that  either  of  these  practices  is 
likely  to  support  and  protect  the  character, 
status,  and  interest  of  the  profession,  or  to 
repress  malpractice. 

Dealing  first  with  the  so-called  Associate's 
degree — which  may  yet  quite  conceivably  be 
objected  to  by  the  University  of  London  as 
being  quite  capable  of  being  confused  with 
a  degree  conferred  by  that  body  —  it  is 
surely  obvious  that  no  initials  purporting  to 
represent  that  the  holder  is  a  qualified  member 
of  a  profession  ought  to  be  conferred  upon  any- 
one while  he  is  a  minor,  and  therefore  in  a 
position  to  enter  into  contracts  that  cannot  be 
enforced  against  him,  while  he  upon  his  side  is 
able,  through  his  father  or  best  fiiend,  to 
enforce  such  contracts  should  they  turn  out  to 
be  favourable  to  him.  We  may  be  quite 
certain  that  if  persons  under  the  age  of  twenty- 
one  years  were  to  be  encouraged  to  enter  into 
practice  as  professional  accountants,  the  effect 
of  this  innovation  would  not  be  to  repress  mal- 
practice, and  it  may  be  questioned  whether 
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any  very  special  step  forward  would  have  been 
taken  in  the  direction  of  promoting  honourable 
practice. 

With  regard  to  life  membership,  it  would  be 
interesting  to  know  what  course  it  is  proposed 
to  take  if,  after  receiving  the  applicant's  ten 
guineas,  and  conferring  upon  him  the  privileges 
of  a  life  member,  it  should  be  found  that  his 
conduct  or  antecedents,  or  both,  have  been 
such  as  to  render  him  an  undesirable  member 
of  any  community  of  honourable  persons. 
Possibly  the  Federation  may  by  its  articles  of 
association  reserve  the  right  to  retain  the  ten 
guineas  and  to  withdraw  the  privilege  of  mem- 
bership. But  it  may  well  be  questioned  whether 
this  represents  the  whole  of  its  duties  in  the 
matter  of  supporting  and  protecting  the 
character,  status,  and  interest  of  the  profession ; 
and  we  may  be  pretty  sure  that  it  would  find 
some  difficulty  in  restraining  a  life  member 
from  so  describing  himself  unless  he  had  been 
guilty  of  something  far  more  serious  than  mere 
sharp  practice  or  unprofessional  conduct. 

Another  new  company  is  the  Secretaries' 
Association,  registered  on  the  14th  March  last 
as  a  company  registered  by  guarantee,  which 
claims  to  be  able  to  confer  upon  its  members 
the  designation  "  Incorporated  Secretary." 
We  need  hardly  say  that  this  concern  is  in  no 
way  connected  with  the  Chartered  Institute  of 
Secretaries.  It  is  of  interest  to  observe  that, 
even  among  company  secretaries,  the  chartered 
body  is  apparently  not  to  be  allowed  to  have 
the  field  to  itself ;  but  the  matter  is,  of  course, 
of  interest  to  accountants  as  well,  for  we  may 
be  quite  sure  that  the  average  Incorporated 
Secretary  will  also  be  an  accountant,  and  will 
thus  not  improbably  describe  himself  as  Incor- 
porated Secretary  and  Accountant.  It  is  stated 
in  the  Incorporated  Accountants'  Journal  that 


this  Association  was  registered  by  the  Secretary 
of  the  Central  Association  of  Accountants, 
Lim.  If  that  be  so,  the  probabilities  of  matters 
shaping  in  the  way  that  we  have  indicated  are, 
of  course,  largely  increased,  as  it  seems  highly 
probable  in  the  circumstances  that  the  terms 
"Secretary"  and  "Accountant"  are  being 
used  virtually  as  interchangeable  terms;  the 
former  being  now  employed  because  the  Court 
has  granted  an  injunction  against  the  un- 
authorised use  of  the  term  ''Incorporated 
Accountant." 


Deeds  of  Assisfnment  and  Subsequent 
Bankruptcy. 


'THERE  are  few  questions  of  greater  interest 
^  to  the  insolvency  practitioner  than  those 
arising  out  of  the  uncertainty  as  to  whether  a 
deed  of  assignment  executed  in  favour  of  a 
trustee  for  the  benefit  of  creditors  generally 
will  be  rendered  void  by  the  subsequent  bank- 
ruptcy of  the  assignor.  From  time  to  time 
there  have  been  decisions  relating  to  the  matter, 
and  among  other  points  it  may  now  be  said  to 
be  fairly  definitely  established  that  a  creditor 
who  has  either  directly  or  by  implication 
assented  to  the  deed,  or  has  endeavoured  under 
the  deed  to  obtain  a  preference  over  the 
creditors  generally,  loses  thereby  his  rights  in 
bankruptcy.  We  are  very  far  yet,  however,  from 
the  state  of  affairs  when  it  may  be  regarded  that 
the  law  relating  to  the  whole  subject  is  defi- 
nitely settled,  and  accordingly  considerable 
interest  attaches  to  the  recent  decision  of  the 
Registrar  of  the  County  Court  of  Northumber- 
land holden  at  Newcastle-upon-Tyne  in  Re 
Margaret  Ann  Wilkie,  particulars  of  which 
have  been  forwarded  to  us  by  a  subscriber. 

It  appears  that  in  this  case  the  debtor  had 
taken  over  and  continued  a  business  in  Nei^' 


800 


THE    ACCOUNTANT 


June  15,  1907. 


castle  previously  carried  on  by  her  late  brother, 
together  with  his  somewhat  heavy  debts.  She 
herself  does  not  appear  to  have  been  particu- 
larly successful,  and  in  March  of  the  present 
year,  we  are  informed,  she  was  being  pressed 
by  several  of  her  largest  creditors,  with  the 
result  that,  acting  under  legal  advice,  she  placed 
her  affairs  in  the  hands  of  Messrs.  John  M. 
Winter  &  Sons,  Chartered  Accountants,  who 
convened  an  informal  meeting  of  the  principal 
creditors,  at  which  a  resolution  was  passed  in 
favour  of  a  deed  of  assignment,  with  Mr.  R.  P. 
Winter,  F.C.A.,  as  trustee,  which  was  accord- 
ingly executed  on  the  14th  March  1907,  and 
registered  five  days  later.  On  the  15th  March 
it  came  to  Mr.  Winter's  knowledge  that  a 
Mr.  J.  G.  Joel  had  a  claim  against  the  estate. 
He  accordingly  wrote  to  Mr.  Joel  upon  that 
day  advising  him  of  the  deed  of  assignment, 
and  asking  for  particulars  of  his  claim.  On 
the  2ist  March  a  meeting  of  creditors  was  held, 
when  a  statement  of  affairs  was  submitted  and 
a  resolution  was  passed  nem.  con.  confirming 
the  deed  of  assignment  and  electing  three 
creditors  as  a  committee  of  inspection.  So 
far  as  we  gather,  Mr.  Joel  was  not  present  or 
represented  at  this  meeting,  but  a  circular  letter 
was  forwarded  to  all  creditors  not  represented, 
advising  them  of  what  had  taken  place. 

On  the  27th  March  it  appears  that  Mr.  Joel 
saw  Mr.  Winter,  and  for  the  first  time  hinted 
at  bankruptcy  proceedings,  whereupon  Mr. 
Winter  urged  him  to  file  a  petition  at  once  if 
he  intended  proceeding  in  bankruptcy,  so  that 
unnecessary  costs  might  be  avoided,  but  after 
some  discussion  as  to  the  position  of  the 
estate,  Mr.  Joel  left  Mr.  Winter  with  the 
impression  that  he  had  abandoned  the  idea  of 
bankruptcy.  He  therefore  proceeded  with  the 
Usation  of  the  estate  in  the  ordinary  course. 


On  the  29th  April  the  deed  of  assignment  was 
forwarded  to  Mr.  Joel  for  execution,  but  ulti- 
mately, on  the  6th  May,  he  wrote  to  Mr. 
Winter,  returning  the  deed,  and  stating  that 
he  did  not  at  that  time  see  his  way  to 
execute  it,  at  the  same  time  inquiring  what 
dividend  might  be  expected  under  the  pending 
realisation.  Apparently,  however,  the  prosi>ects 
as  to  dividend  that  Mr.  Winter  was  able  to 
hold  forth  were  not  sufficiently  alluring,  for  on 
the  15th  May  the  debtor  was  served  with  a 
petition  issued  by  Mr.  Joel,  and  this  without 
any  further  communication  passing  between 
him  and  Mr.  Winter  ;  which  petition  came  on 
for  hearing  at  the  Newcastle  County  Court  on 
the  27th  ult.  and  was  opposed  by  Mr.  Winter 
on  behalf  of  the  creditors. 

The  chief  objections  put  forward  at  the 
hearing  of  the  petition  appear  to  have  been  (i) 
that  no  particulars  of  the  claim  had  been 
rendered,  and  that  it  was  not  admitted;  (2) 
that  the  petitioner's  delay — two  months — ^was 
unreasonable  in  the  circumstances,  and  such  as 
to  bring  him  within  the  ruling  in  Re  Carr  ;  ex 
parte  Jacobs,  In  re  Day;  ex  parte  Hammond  was 
also  referred  to.  (3)  That  the  creditors  other 
than  the  petitioner  would  derive  greater  benefit 
if  the  deed  were  allowed  to  stand.  In  the 
result  the  petition  was  dismissed,  with  costs. 

Although  it  would,  of  course,  have  been 
decidedly  more  satisfactory  had  the  learned 
Registrar  indicated  the  precise  grounds  for  his 
decision,  we  think  that  there  can  be  little 
doubt  that  the  case  strengthens  the  view  that 
many  had  already  come  to — ^namely,  that  the 
present  practice  of  the  Courts  is  unfavourable 
to  a  petitioner  who  seeks  to  upset  a  deed  of 
assignment  in  cases  where  the  deed  appears  to 
be  to  the  advantage  of  creditors  generally,  and 
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where  the  delay  of  the  petitioner  has  been  such 
as  to  expose  him  to  the  suspicion  that  he  may 
have  been  "  sitting  upon  the  fence "  in  the 
hope  of  securing  some  special  advantage  to 
himself.  If  this  view  were  to  be  consistently 
followed  in  all  cases,  it  would  go  far  towards 
removing  the  objection  generally  entertained 
to  the  existing  law,  that  deeds  of  assign- 
ment cannot  be  used  nearly  so  often  as 
is  desirable  because  they  require  the  creditors 
to  be  unanimous.  If,  however,  a  dissenting 
creditor  may  be  ruled  out  of  Court  merely 
because  it  is  inferred  from  his  action,  or 
inaction,  that  he  will  not  rest  satisfied  with  so 
small  an  offer  as  that  which  has  proved  accept- 
able to  the  general  body  of  creditors,  it  will  be 
seen  that  indirectly — albeit  in  an  unsatisfactory 
and  uncertain  way — considerable  powers  appear 
in  fact  to  be  vested  in  a  majority  of  creditors 
to  bind  a  minority  under  the  Act  of  1887. 
Obviously,  however,  the  position  can  never  be 
entirely  satisfactory  until  it  be  one  of  greater 
certainty  than  is  at  present  the  case. 


The  Treatment  of  Qoodwill  in  Accounts. 


A  T  the  thirteenth  ordinary  general  meeting  of 
^  J.  Lyons  &  Co.,  Lim.,  which  was  held  on 
the  6th  inst.,  at  the  Trocadero  Restaurant, 
Shaftesbury  Avenue,  W.,  two  shareholders 
raised  the  question  as  to  the  desirability  of 
continuing  to  retain  in  the  company's  Balance 
Sheet  the  item  Goodwill ;  and  between  them 
they  fairly  well  exhausted  the  stock  arguments 
that  have  from  time  to  time  been  put  forward 
in  favour  of  this  course,  although  it  must  be 
understood  that  their  criticism  was  entirely  of 
a  friendly  character. 

Mr.  Trenner,  who  spoke  first,  stated  that  it 
seemed  to  him  it  was  somewhat  misleading  to 


the  general  public  that  they  should  keep  in 
their  Balance  Sheet  an  item — he  might  call  it 
a  paltry  item — of  £39,000,  as  representing  the 
goodwill  of  their  company.  He  suggested 
that  instead  of  transferring  £40,000  to  reserve, 
the  reserve  might  have  remained  at  the  round 
figure  of  £400,000,  and  the  goodwill  written 
off  altogether  out  of  the  surplus  profits  for  the 
current  year.  That,  he  pointed  out,  would 
allow  the  public  to  put  their  own  estimation 
on  the  value  of  the  goodwill  of  the  company, 
and  might  be  in  the  company's  interest,  as 
there  could  be  little  doubt  that  the  goodwill 
of  a  business  earnfng  a  profit  of  close  upon  a 
quarter  of  a  million  must  be  very  much  in 
excess  of  £39,000. 

Mr.  White,  who  followed,  expressed  the 
opinion  that  in  a  strong  company  like  theirs 
the  item  Goodwill  should  certainly  be  expunged 
if  possible;  and,  if  not,  it  ought  to  be  reduced 
year  by  year  by  a  certain  sum.  Goodwill  was, 
he  stated,  an  unworkable  asset,  and  he  con- 
sidered that  in  their  Balance  Sheet  they  should 
only  have  items  out  of  which  they  could  make 
money,  so  to  speak. 

In  reply,  the  Chairman  (Mr.  Joseph  Lyons) 
stated  that  the  directors  were  very  proud  to  be 
able  to  show  the  world  that,  with  the  colossal 
trade  they  did,  their  Goodwill  was  such  a  small 
item  upon  the  Balance  Sheet,  and  he  assured 
the  meeting  that  the  directors  hoped  never  to 
see  that  small  amount  expunged. 

Doubtless  some  persons  will  regard  it  as  a 
matter  of  little  importance  one  way  or  the 
other  whether  the  item  Goodwill  is  retained  in 
the  Balance  Sheet  of  a  company  making 
profits  sufficiently  large  to  be  in  the  convenient 
position  of  being  able  to  readily  expunge  the 
item  out  of  surplus  profits  in  any  one  year,  but 
for  our  part  we  are  inclined  to  agree  with  the 


802 


THE    ACCOUNTANT 


June  15,  1907. 


Chairman  in  attaching  a  special  importance  to 
the  matter.  It  is,  of  course,  perfectly  true,  as 
Mr.  Trenner  stated,  that  the  actual  value  of 
the  Goodwill  of  J.  Lyons  &  Co.,  Lim.,  at  the 
present  time  must  be  enormously  in  excess  of 
;f39»ooo,  but  it  seems  absurd  to  suppose  that 
anyone  professing  to  have  the  least  acquaint- 
ance with  accounts  would  be  so  foolish  as  to 
think  that  the  amount  at  which  the  goodwill 
of  a  company  is  stated  in  its  Balance  Sheet 
represents  its  then  realisable  value.  It  would 
obviously  be  most  improper  to  write  up  the 
goodwill  of  the  company  as  it  increasingly 
prospered,  and  many  accountants  regard  it  as 
equally  incorrect  to  write  it  down  if  the 
fortunes  of  the  company  are  declining.  When, 
however,  it  is  admitted  that  a  particular  asset 
is  in  point  of  fact  worth  enormously  more  than 
its  book  value,  the  only  possible  result  of 
writing  the  item  out  of  the  books  altogether 
would  be  to  create  pro  tanto  a  secret  reserve. 

In  such  a  company  as  that  now  under  con- 
sideration there  may  be  many  advantages  in 
having  a  secret  reserve,  and  we  think  it  more 
than  likely  that  such  a  reserve  is  already  in 
existence,  but,  as  the  Chairman  pointed  out, 
the  objection  to  writing  the  original  cost  of  the 
goodwill  of  the  company  altogether  out  of  its 
books  is  that  the  record  of  the  company's 
extraordinary  progress  during  the  past  thirteen 
years  is  also  expunged.  While  the  item 
continues  upon  the  Balance  Sheet  it  remains  as 
a  record  not  of  existing  values,  but  of  original 
cost;  in  most  cases  this  information  is 
desirable,  and  in  the  present  case,  it  seems  to 
us,  particularly  so.  Those  who  are  inclined  to 
carp  at  the  permanent  retention  in  a  Balance 
Sheet  of  assets  at  their  original  cost  mostly  do 
so  under  the  mistaken  impression,  apparently 

*ertained  by  Mr.  White,  that  the  items  upon 


the  right-hand  side  of  a  Balance  Sheet  should 
consist  of  nothing  but  realisable  assets  valued 
at  what  they  could  be  sold  for — an  impression 
which  is  entirely  erroneous,  and  of  necessity 
impracticable  as  applied  to  a  large  business. 
The  items  appearing  upon  the  so-called  Assets' 
side  of  a  Balance  Sheet  come  under  two 
distinct  headings  —  realisable  or  "  floating '' 
assets  ;  and  capital  expenditure  represented  by 
"  fixed  "  assets,  whether  tangible  or  intangible, 
the  distinctive  feature  of  which  is  that  it  is  not 
proposed  that  they  shall  be  realised.  Further- 
more, if  an  accurate  statement  is  to  be  prepared 
of  the  profits  earned  from  year  to  year,  it  is 
frequently  necessary  to  include  in  a  Balance 
Sheet  debit  balances  that  only  represent  assets 
for  the  time  being  in  the  sense  that  they  are 
payments  made  in  advance  of  the  benefits  that 
will  be  received  in  exchange.  It  is,  of  course, 
an  excellent  thing  to  take  a  conservative  view 
of  one's  resources,  and  thus  to  avoid  overstating 
assets  in  Balance  Sheets ;  but,  like  everything 
else,  this  may  be  overdone,  and  the  effect  of 
overdoing  it  is  to  misstate  current  profits,  and 
to  create  Secret  Reserves  out  of  all  proportion 
to  the  legitimate  needs  of  the  business. 


xmeefils  looted. 


Ratei  by  We  understaDd  that  the  Farsley  Dis- 
Imtalmenta.  trlct  Council  has  started  a  scheme 
enabliog  its  ratepayers  to  pay  their  rates  by  instal- 
ments of  one  shilling  and  upwards,  such  instalments 
being  acknowledged  in  a  space  provided  upon  the 
back  of  the  demand  note.  In  these  days  of  exces- 
sively high  rates  there  is  no  doubt  a  good  deal  to  be 
said  in  favour  of  any  scheme  of  collection  which 
tempers  the  wind  to  the  shorn  lamb,  and  there 
can  be  little  doubt  that  bad  debts  will  be 
reduced  by  such  an  arrangement.  The  practical 
objections  are,  first,  that  the  cost  of  coUectioo 
must  necessarily  be   increased,  although  perhaps  not 
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serioQsly;  and  secondly,  that  the  opportunities  for 
fraud  enjoyed  by  the  collectors  must,  under  any  prac- 
ticable scheme,  be  far  greater  than  where  the  rate  has 
to  be  paid  in  sums  exactly  corresponding  with  the 
amount  of  the  demand  note.  It  is  no  doubt  this  latter 
objection  that  will  necessitate  the  scheme  being  very 
carefully  inquired  into  in  all  its  bearings  before  it  is 
generally  adopted.  Our  own  impression  is  that  some 
more  scientific  arrangement  than  that  proposed  to  be 
adopted  at  Parsley  is  required  before  it  can  be  said 
that  reasonable  precautions  have  been  taken  to  avoid 
all  risk  under  this  heading. 


TnUto  Unloni 


It  is  of  interest    to  observe  that  the 


Poplar  Borough  Council,  being  unable 
to  borrow  from  the  London  County 
Council  at  less  than  4  per  cent,  interest,  has  negotiated 
a  loan  of  a  little  under  ten  thousand  pounds  with  the 
Investment  Committee  of  the  Amalgamated  Society  of 
Engineers  at  3^  per  cent.  According  to  a  contemporary 
the  terms  will  involve  an  annual  cost  for  twenty  years 
of  £^^o  14s.  yd.,  against  £'J^^  i8s.  6d.  asked  by  the 
London  County  Council.  The  saving  of  four  guineas 
per  annum  does  not  appear  to  justify  any  very  pro- 
tracted negotiations,  but  it  is  at  least  satisfactory  to 
note  that  our  local  authorities  are  beginning  to 
appreciate  the  necessity  for  economy  in  small  things  as 
well  as  in  great. 

TiM  Gompanieg  ^^  another  column  of  the  present  issue 
BUI,  19W.  we  reproduce  a  report  that  has  been 
issued  by  the  Committee  of  the  Liverpool  Society  of 
Chartered  Accountants  on  the  Companies  Bill.  This 
Report  contains  several  suggestions  worthy  of  careful 
consideration,  foremost  among  these  being  that  which 
somewhat  unreservedly  opposes  the  principle  of  regis- 
tered Balance  Sheets.  It  is  suggested  that  the  effect  of 
this  clause  would  no  doubt  be  that  Balance  Sheets  of 
companies  would  be  published  broadcast  through  the 
medium  of  trade  organisations  and  trade  protection 
societies,  and  that  they  would  thus  come  to  the  know- 
ledge of  rivals  in  trade  and  others,  which  would 
seriously  prejudice  the  interests  of  the  companies. 
Inasmuch  as  all  really  important  companies  already 
issue  Balance  Sheets  under  such  circumstances  that  prac- 
tically all  and  sundry  can  obtain  copies  without  the  least 
difficulty,  it  is  not  quite  clear  wherein  the  precise 
objection  lies,  unless  it  be,  as  a  correspondent  pointed 
out  a  short  time  since,  that  under  quite  exceptional 
circumstances,  a  man  or  a  company  may,  if  left  alone 


without  contraction  of  credit,  eventually  come  out  upon 
the  right  side  after  passing  through  years  of  stress  near 
to  the  border-line  of  insolvency.  Such  cases  of  course 
occur,  but  they  are  purely  exceptional,  and  it  may  well 
be  questioned  whether  it  is  ever  desirable  to  attempt  to 
legislate  for  the  exception.  It  may  further  be  pointed 
out  that  they  represent  those  very  cases  where  undue 
risks  are  being  run  in  which  creditors  are  unwittingly 
compelled  to  participate.  The  crux  of  the  whole  matter 
is  whether  the  Legislature  does  or  does  not  conceive  it 
its  duty  to  bolster  up  tottering  concerns,  and  to  help 
them  to  hoodwink  their  creditors  in  the  hope  that 
matters  will  come  out  all  right  in  the  end.  With  regard 
to  concerns  that  are  not  upon  the  verge  of  insolvency, 
it  must  be  obvious  that  the  publication  of  a  Balance 
Sheet  is  a  mere  bogey  raised  by  prejudice.  In  these 
days,  when  the  publication  of  Balance  Sheets  that  shal 
convey  the  minimum  possible  amount  of  information 
has  become  a  fine  art,  it  is  absurd  to  suppose  that  a 
trade  rival  could  ever  secure  any  useful  hints  from  such 
a  source. 


liiipriMnm«Bt  According  to  the  figures  contained  in 
for  Mit.  Part  II.  of  the  Civil  Judicial  Statistics 
for  1905 — which,  with  the  promptitude  which  usually 
characterises  our  judicial  system,  have  just  been 
issued — ^it  seems  that  during  that  year  no  fewer  than 
11,427  persons  were  imprisoned  for  debt  in  England 
and  Wales,  as  against  11,096  in  the  previous  year,  the 
average  for  the  five  years  1901-5  being  10,218.  It  is 
further  stated  that  the  number  of  persons  actually 
imprisoned  for  debt  has  doubled  during  the  past 
twenty  years.  These  figures  call  for  very  serious  con- 
sideration, for,  however  valuable  the  threat  of  imprison- 
ment for  debt  may  prove  as  a  means  of  spurring  up 
apathetic  debtors  to  make  the  necessary  effort,  it  must 
be  obvious  that  judgment  creditors  gain  nothing  what- 
ever by  their  debtor  being  actually  put  under  lock  and 
key,  while  the  economic  loss  of  the  services  of  these 
debtors  is  a  somewhat  serious  matter,  more  particularly 
when  it  be  borne  in  mind  that  a  judgment  debtor  must 
in  the  nature  of  things  be  a  person  to  whom  credit  has 
been  given,  and  therefore  presumably  one  capable  of 
supporting  himself  under  ^vourable  circumstances. 
Those  committed  to  prison  for  debt  are  thus  clearly  by 
no  means  the  dregs  of  the  population.  Another  signifi- 
cant feature  is  the  enormous  increase  in  orders  of 
committal  during  the  past  twenty  years,  and  even 
during  the  past  two  years,  which  would  appear  to  be 
more  readily  explained  by  a  change  of  practice  on  the 
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part  of  County  Court  Judges  than  by  any  alteration  of 
the  circumstances  or  merits  of  the  matter.  This  view 
is  further  borne  out  by  a  detailed  comparison  of  these 
statistics,  which  show  that  the  percentage  of  commit- 
ments is  enormously  greater  under  some  Judges  than 
under  others — a  state  of  affairs  which  clearly  indicates 
something  wrong  either  in  one  direction  or  the  other. 
It  is  to  be  hoped  that  the  Bankruptcy  Law  Amendment 
Committee  will  be  able  to  bring  forward  some  sugges- 
tion which  will  have  the  effect  of  removing  these 
anomalies  without  encouraging  irresponsibility  on  the 
part  of  those  to  whom  credit  has  been  given. 


Accountants  A  firm  of  Melbourne  accountants,  both 
AdTArtiilng.  partners  of  which  are  members  of  the 
Society  of  Accountants  and  Auditors  (England),  have 
issued  a  circular,  a  copy  of  which  has  come  into  our 
hands,  which  gives  a  list  of  companies  for  which  they 
are  auditors,  including  certain  English  companies  for 
which  they  act  locally.  The  circular  also  names  the 
London  and  Glasgow  agents  of  this  firm,  both  of  whom, 
we  observe,  are  firms  of  Scottish  Chartered  Accoun- 
tants. We  should  attach  but  little  importance  to  the 
matter  were  it  not  that  the  circular  states  that 
the  Melbourne  firm  are  prepared  to  act  for  clients 
resident  in  the  United  Kingdom,  Canada,  South 
Africa,  the  United  States,  or  elsewhere  abroad,  in  con- 
nection with  financial  or  commercial  matters  in  the 
Australian  States.  This,  it  seems  to  us,  virtually 
amounts  to  an  advertisement  for  business  on  the  part 
of  the  London  and  Glasgow  agents,  and  as  such  has 
been  held  by  the  English  Institute  to  be  unprofes- 
sional. We  think  even  the  Glasgow  Institute  must 
come  to  a  like  conclusion  as  a  result  of  duly  considering 
the  matter,  and  we  trust,  therefore,  that  adequate  steps 
will  be  taken  to  secure  the  withdrawal  of  that  which 
certainly  ought  never  to  have  been  issued.  We  may 
also  commend  the  matter  to  the  Council  of  the  Society 
of  Accountants  and  Auditors,  who  of  late  years  have 
adopted  a  much  stricter  view  on  the  subject  of  adver- 
tising than  that  which  characterised  their  earlier 
policy. 


Cheap  Consoli. 


Daring  the  past  few  weeks  Lord 
Rothschild,  and  after  him  a  host  of 
lesser  luminaries,  have  been  communicating  to  journalists 
ther  views  as  to  the  explanation  of  ihe  present  remark- 
able price  of  Consols,  which  (now  that  they  are  quoted 
ex,  div,)  have  fallen  below  84,  which  formed  the  low- 
water  mark  of  the  3  per  cents,  at  the  time  of  the  crisis 


in  1866,  when  Overend,  Gurney  &  Co.  suspended  pay- 
ment on  May  nth,  the  memorable  "Black  Friday," 
with  liabilities  amounting  to  something  approaching 
twenty  millions  sterling.  To  compare  the  price  of  a 
3  per  cent,  stock  with  the  price  of  a  2J  per  cent,  stock 
does  not  strike  us  as  being  in  itself  a  particularly 
intelligent  proceeding,  and  although  there  is  doubtless 
a  good  deal  to  be  said  in  favour  of  the  theory  that 
present  prices  may,  to  some  extent,  be  attributed  to 
political  causes,  yet  it  must  be  obvious  even  to  the  most 
prejudiced  party  man  that  these  do  not,  and  in  the 
nature  of  t  hings  could  not,  exhaust  the  problem.  At  the 
same  time  obviously  such  statements  have  a  disquieting 
effect  upon  the  investor  and  tend  to  further  depress 
prices.  The  chief  explanation  oi  the  price  of  gilt -edged 
securities  must,  of  course,  be  found  in  the  current  value 
of  money,  which  in  its  turn  depends  upon  the  amount 
of  capital  available  and  the  amount  of  capital  demanded 
for  purposes  of  trade  asd  finance.  It  has  further  to  be 
borne  in  mind  that  the  most  powerful  reason  why 
Consols  for  so  long  maintained  a  high  figure  was  that 
they  represented  a  convenient  form  of  temporary  invest- 
ment, immediately  realisable  in  ail  probability  without 
loss  owing  to  fluctuations  of  price.  So  long  as  the 
general  tendency  of  prices  was  upwards  these  conditions 
were  increasingly  evident,  but  during  the  past  two  or 
three  years  there  are  probably  few  securities  that  have 
caused  their  investors  more  loss  than  Consols,  the 
steady  shrinkage  in  capital  values  having  indeed 
decidedly  exceeded  the  interest  earned.  Under  these 
circumstances  it  is  not  particularly  surprising  that 
investors  should  turn  elsewhere  for  suitable  invest- 
ments, nor  are  they  likely  to  find  much  difficulty  in 
finding  stocks  that  will  yieM  them  a  higher  rate  of 
interest  than  Consols,  with  decidedly  greater  security 
as  to  capital.  When,  h9wever,  the  supply  of  capital  for 
investment  in  gilt-edged  securities  again  increases,  there 
will  no  doubt  be  a  brisk  demand  for  Consols,  the 
tendency  to  which  we  have  referred  will  be  reversed, 
and  the  loss  of  the  past  few  years  quickly  recovered. 
Exactly  when  this  is  likely  to  take  place  no  one,  of 
course,  can  foretell,  but  that  it  will  occur  is  the  general 
belief  of  those  who  have  no  particular  wish  to  make 
political  capital  out  of  a  purely  financial  problem. 


The  Lav'i 
Delays. 


The  Lord  Chancellor  announced  last 
week  in  the  House  of  Lords  that  he  had 
appointed  a  Committee  to  consider  the  working  of  the 
Judica'ure  Acts,  and  to  report  on  necessary  alterations 
in  the  constitution  and  practice  of  the  Courts.    This 
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Committee  will  consist  of  seven  Judges,  three  King's 
Counsel,  one  member  of  the  Junior  Bar,  one  Master 
of  the  Supreme  Court,  and  two  practising  solicitors. 
Lord  Macnagbten  has  consented  to  act  as  chair- 
man, and  other  members  of  the  Committee  will  be 
the  Lord  Chancellor  himself,  the  Lord  Chief 
Justice,  the  Master  of  the  Rolls,  the  President 
of  the  Probate  and  Admiralty  Division,  Mr. 
Justice  Bigham,  Mr.  Justice  Warrington,  and  the 
Attorney- General.  No  doubt  much  may  be  expected 
from  a  Committee  so  constituted,  but  it  occurs  to  us 
that  its  personnel  is  somewhat  top-heavy,  and  that  the 
addition  of  some  three  or  four  more  junior  counsel  and 
perhaps  another  couple  of  solicitors  would  materially 
strengthen  its  constiiutioii  upon  the  practical  side. 


j^^j^  Our     contemporary     the      Municipal 

to  Municipal  Journal  has  recently  opened  a  column 
Studcnta.  headed  "  The  Students*  Corner,'*  with 
the  object  of  assisting  in  their  studies  students  and 
others  to  whom  the  examinations  of  the  Institute  of 
Municipal  Treasurers  and  Accountants,  and  other 
examinations  of  which  municipal  and  local  government 
law  form  part,  may  mean  promotion  in  their  status  in 
the  municipal  service.  All  this  is  not  particularly  lucid, 
but  it  is  clearness  itself  compared  with  the  following 
hints  as  to  the  proper  treatment  of  bad  debts,  which  we 
reproduce  exactly  as  given  by  our  contemporary.  At  the 
same  time  we  cannot  help  wondering  what  the  municipal 
student  will  be  able  to  make  of  them.  A  little  lower 
down  the  writer  speaks  of  the  "  Impressed  "  Petty  Cash 
Account — a  new  form  of  nomenclature  which  will  pro- 
bably not  fail  to  impress  the  reader,  although  it  will  be 
difficult  for  .him,  with  this  novel  form  of  spelling,  to 
trace  the  origin  of  the  system  :— 

••  Treatment  of  bad  debts  : — 

Bad  and  irrecoverable  debts  arise  with  corporations, 
exactly  as  with  all  business  houses,  from  secret 
removals,  failures,  dishonesty  of  officials  and  trades- 
people, overcharges  as  to  quantities,  and  arithmetical 
errors. 

To  clear  the  books: — i.  Where  reserve  has  been 
made :  Debit  reserve,  credit  debtor ;  2.  Where  no 
reserve  has  been  made :  Debit  reserve,  bad  debts 
accounts,  credit  debtor ;  P.  &  L.  account,  credit  bad 
debts. 

To  create  reserve:  Debit  P.  &  L.  account,  credit 
reserve  for  bad  debts  and  allowances  account. 

Three  methods  of  treating  bad  debt  recovered : — i. 
Credit  reserve  account ;  2.  Credit  profit  and  loss 
account ;  3.  Credit  capital  account  direct." 


Tlic  Control  of  Q^^^^V  o°  ^^^  ^^^Is  of  our  aU  too 
Pablio  BerYioei  in  brief  glimpse  of  the  situation  in 
Now  York.  America  as  regards  corporation 
control,  given  in  our  last  issue,  comes  the  report  of  the 
passing  of  the  Public  Service  Commissions  Bill 
(popularly  known,  says  The  Financial  News^  as  the 
Public  Utilities  Bill)  through  the  New  York  State 
Legislature.  At  present — or  until  a  few  days  ago,  to  be 
more  correct — there  are  several  Commissions  in 
existence  dealing  with  the  railroad,  gas,  and  electricity 
services,  and  for  these  the  measure  in  question  substi- 
tutes two  Public  Service  Commissions  of  five  members 
each,  one  for  the  city  district  and  the  other  for  the 
remaining  portion  of  the  State.  The  powers  given  to 
these  Commissions  are  very  autocratic,  and,  to  our 
insular  minds  at  least,  unreasonable.  They  may,  the 
report  says,  direct  a  railway  company  or  a  tramway 
undertaking  to  increase  the  number  of  trains  or  cars, 
change  the  motive  power,  alter  the  time  or  times  of 
departure  and  arrival,  and  generally  make  any  other 
orders  in  this  direction  which  they  consider  necessary  I 
The  Commissions  are  to  decide  the  "  just,  reasonable, 
**  safe,  adequate,  and  proper  regulations,  practices, 
*'  equipment,  appliances  and  services  "  which  are  to  be 
used  in  connection  with  the  transport  of  passengers  and 
goods,  &c.  The  width  of  application  seems  to  be 
enormous,  and  one  comes  to  the  conclusion  that  the 
State  might  just  as  well,  so  far  as  its  own  boundaries 
are  concerned,  run  the  railways  itself.  In  addition  to 
these  Slavomc  powers,  we  are  told  that  no  company 
can  acquire  or  hold  stock  in  any  similar  undertaking 
save  by  the  authority  of  the  Commissioners,  and  no 
company  of  any  description  may  hold  more  than  10 
per  cent,  of  the  stock  of  any  railway  or  tramway  in  the 
State,  but  this  provision  is  not  retrospective.  In  addition 
to  all  this  it  is  provided  that  the  value  of  the 
"  firanchise  " — which  is  the  right  to  operate  in  the  State 
— must  not  be  capitalised,  thus  removing  one  of  the 
many  excuses  that  exist  in  the  Land  of  Dollars  for 
stock  **  watering."  Furthermore,  where  an  amalgama- 
tion takes  place,  the  total  stock  of  the  new  concern 
must  not  exceed  the  stocks  of  the  combined  companies, 
plus  any  actual  cash  payments.  Of  course,  the  origin 
of  all  this  is  the  recent  industrial  history  of  the  United 
States,  with  its  distressingly  callous  catalogue  of 
corruption,  but  whether  the  remedy  will  tend  to  reform 
time  only  can  prove.  Much  might  be  done  if  the 
personnel  of  the  Commissions  could  be  assured  of  com- 
petency and  the  moral  qualities,  bat  that  seems  almost 
too  much  to  hope  for,  so  far  as  the  public  service  of 
America  is  concerned,  at  present. 
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QiiMtloiii  ill  th«   Two  interesting  questions  were  dealt 
HoQM.  ^th  ijj  the  House  of  Commons  last 

week.  In  the  one  case  the  Chancellor  of  the  Exchequer 
replied  to  Mr.  Fell's  question,  mentioned  in  our  last 
issue,  to  the  effect  that  he  was  aware  that  a  very  con- 
siderable depreciation  had  taken  place  in  securities 
generally  since  the  ist  January  1906,  but  he  doubted 
whether  any  useful  conclusion  could  be  based  on 
statistics  showing  the  precise  sum  by  which  an  arbitrarily 
selected  list  of  stocks  might  have  fallen  in  value  within 
an  arbitrarily  selected  period,  or  by  comparing  that  sum 
with  the  total  cost  of  the  South  African  or  any  other 
war.  He  was  not  prepared  at  the  present  time  to  make 
any  definite  announcement  as  to  the  mode  of  applica- 
tion of  the  Sinking  Fund  during  the  current  year.  In 
the  other  instance  Mr.  G.  D.  Faber  asked  the  Chan- 
cellor of  the  Exchequer  by  what  date  individuals  were 
required  by  the  law  to  make  their  returns  for  the 
purpose  of  the  assessment  of  income-tax ;  whether  the 
law  was  the  same  in  England  and  Scotland;  and 
whether  the  practice  in  both  countries  was  the  same. 
Mr.  Asqnith's  reply  was  to  the  effect  that  returns  are 
required  by  law  to  be  made  within  such  period  not 
exceeding  twenty-one  days  from  the  date  of  the  notice 
requiring  that  return  as  may  be  fixed  by  the  notice. 
There  was  no  statutory  date  for  the  issue  of  the  notices, 
but  they  were  generally  issued  daring  April  and  May 
in  England  and  Scotland,  and  the  full  period  of  twenty- 
one  days  was  also  allowed  in  both  countries. 


BankraptoyLaw  '^^®  thirty-nmth  meeting  of  the 
Amtndmaiit  Bankruptcy  Law  Amendment  Com- 
Gommlttoe.       ^^^^^     ^^g    ^^^     ^^    j^^     g     ^^ 

the  Royal  Courts  of  Justice  under  the  presidency 
of  Mr.  Muir  Mackenzie,  the  chairman.  The 
sitting  was  mainly  devoted  to  the  examina- 
tion of  Mr.  Peter  Morison,  a  solicitor  before  the 
Supreme  Courts  in  Scotland,  who  explained  to  the 
Committee  the  relevant  provisions  of  the  Scottish  Bank- 
ruptcy Acts  BOW  in  force,  and  informed  the  Committee 
of  the  principles  and  operation  of  those  Acts  in  refer- 
ence to  the  matters  referred  to  the  Committee  for 
consideration.  The  Committee  desire  to  make  it 
known  that,  according  to  present  arrangements,  they 
do  not  propose  to  take  any  further  evidence  after 
Wednesday,  July  3  1907,  and,  accordingly,  any  person 
who  may  wish  to  tender  evidence  should  at  once  com- 
municate with  the  Secretary,  Mr.  Walter  T.  Kaye,  at 
I  Horse  Guards  Avenue,  S.W. 


Th  La  Soci  t  ^^®  Committee  appointed  to  consider 
and  BolUlton*  and  report  upon  the  proposed  reforms 
Aoeemita.  ^^^  finished  its  work,  and  the  report 
is  expected  to  be  circulated  by  June  20.  A  strong 
majority  of  the  Committee  have  pronounced  in  favour 
of  reform  in  the  methods  of  dealing  with  trust  and 
other  funds,  and  a  motion  will  be  brought  forward  at 
the  annual  Council  election  meeting  on  July  5  that 
their  report  should  be  adopted.  The  reform  party  in 
the  Law  Society  are  also  bringing  forward  several 
independent  candidates  for  election  on  to  the  Council 
this  year  in  the  place  of  members  who  are  retiring  by 
rotation. 


Th«  Inguraiiee  An  interesting  article  in  The  Financial 
of  WanUpi.  Times  points  out  that  while  British  and 
foreign  warships  of  all  t3rpes  are  invariably  uninsured 
during  the  time  they  are  in  commission,  it  is  not 
generally  known  that,  in  most  cases,  they  are  covered 
to  the  extent  of  their  full  value  while  under  construe- 
tion  or  repau:.  Having  regard  to  the  general  aggregate 
value  of  these  vessels,  and  to  the  large  proportion  of 
the  insurance  which  is  placed  with  British  under- 
writers, the  importance  of  this  class  of  business  can 
easily  be  recognised.  It  is  said  that  in  warship  insur- 
ance underwriters  appreciate  the  business  in  propor- 
tion to  the  value  represented  by  each  vessel,  and, 
therefore,  battleship  risks  are  favoured,  and  we  are 
told  that  lines  of  ;('io,ooo  and  ;£'20,ooo  on  vessels  of 
the  **  Dreadnought "  class  are  willingly  accepted.  It 
is  interesting  to  note  that,  as  a  general  rule,  the  hull, 
machinery,  armour,  and  armament  are  each  separately 
insured,  this,  of  course,  being  due  to  the  £act  that  the 
policies  take  effect  at  different  times,  as  the  various 
parts  are  added  to  the  vessel;  but  they  ultimately 
combine  to  form  one  complete  insurance,  running  con- 
currently and  expiring  simultaneously.  This  class  of 
business  does  not  seem  to  be  confined  to  British  war- 
ships, for  orders  are  said  to  have  been  booked  from 
the  United  States,  France,  and  Germany  in  connection 
with  the  warships  of  those  countries.  Foreign  war- 
ships under  repair  in  English  yards  are  also  covered, 
and  warships  built  in  this  country  for  foreign  countries 
are  also  dealt  with.  The  rates  of  premium  are  said  to 
vary  according  to  the  class  of  vessel,  and  the  nation- 
ality of  the  yard  in  which  she  is  laid  down,  there  being 
no  fixed  tariff.  It  is  also  pointed  out  that  so  good  an 
opinion  is  held  of  the  efficiency  of  the  various  naval 
contractors  in  this  country  that  the  nominal  premiums 
which  are  charged  leave  no  margin  for  a  total  loss,  an 
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event  which  is,  of  course,  quite  possible  during  trial 
trips. 

The  ChartAMd  ^  correspondent  of  a  financial  paper 
ingtltata  of  recently  stated  that  the  Chartered 
•••'•*•'*•••  Institute  of  Secretaries  allowed  persons 
to  sit  for  the  examinations  who  were  not  secretaries.  Mr. 
Russell  Day,  the  Secretary  of  the  Institute,  points  out 
that  this  is  a  general  statement,  and  in  the  absence  of 
qualification  is  calculated  to  mislead  both  the  public 
and  intending  candidates.  He  gives  the  following 
particulars  with  regard  to  the  examinations  in 
question : — 

(i)  Candidates  for  election  as  Fellow,  in  addition  to 
passing  the  Final  Examination,  must  have  had 
eight  years'  experience  with  joint-stock  companies 
or  other  public  bodies,  the  last  three  years  as 
secretary. 

(2)  Candidates  for  election  as  Associate,  in  addition 
to  passing  the  Intermediate  Examination,  must 
have  had  six  years'  experience  with  joint-stock 
companies  or  other  public  bodies  (as  Clerk, 
Registrar,  Accountant,  or  Assistant -Secretary). 
The  Council  may — ^in  either  case— permit  a 
candidate  to  sit  before  this  term  of  experience 
has  been  completed,  but  until  it  has  been 
completed  he  cannot  be  elected. 

(3)  Candidates  for  the  Preliminary  Examination, 
which  is  an  educational  test,  need  not  be 
attached  to  any  company  or  public  body. 

In  a  farther  communication  the  correspondent  hastens 
to  say  that  he  did  not  imply  that  admission  to  the 
Chartered  Institute  of  Secretaries  was  possible  for 
unqualified  persons.  His  object,  as  he  himself  says, 
was  to  compare  the  practice  of  that  Institute  and  the 
Institute  of  Actuaries  with  the  practice  of  the  Society 
of  Accountants  and  Auditors,  and  to  point  out  that 
while  the  two  former  bodies  will  admit  to  membership 
persons  who  are  not,  and  who  may  never  act  as,  secre- 
taries or  actuaries,  the  latter  Society,  in  some  cases, 
refuses  to  admit  persons  who  are  actually  acting  as 
accountants.  There  is  generally  a  rather  obvious  moral 
banging  on  the  tail  of  these  complaints,  but  we  do  not 
know  how  far  the  rule  applies  in  this  instance.  Inves- 
tigation of  the  complete  facts  could  alone  settle  that 
point. 

ReMne  Fundi  A  correspondent  of  The  Financial 
and  Depnelatlon.  ^j^^s  considers  that  "  /'5oo,ooo,ooo 
*' would  be  a  conservative  estimate  of  the  entire  Reserve 
"  Funds  set  aside  for  contingencies  in  this  country  by 
"  banks,  trading,  telegraph,  and  other  concerns."    He 


says  that  Reserve  Funds  are  generally  more  orna- 
mental than  useful,  for  they  are  never  drawn  upon,  and 
as,  each  half-year,  further  sums  are  added  to  the 
Reserves,  in  addition  to  depreciation  being  provided 
for,  it  follows  that  the  larger  the  Reserve  Fund  the 
more  the  shareholders  have  to  find.  It  is  then  said 
that  the  first  consideration  about  a  Reserve  Fund 
should  be  that  the  principal  be  intact,  the  amount  of 
interest  thereon  being  a  secondary  consideration. 
This  being  so,  the  best  policy  for  the  concerns  which 
are  mentioned  is  to  invest  in  short-dated  securities, 
such  as  the  National  War  Loan,  Exchequer  and  Trea- 
sury Bills,  Corporation  Bills,  Irredeemable  Debentures, 
and  so  on,  instead  of  gilt-edged  securities,  the  value  of 
which  is  just  what  they  will  fetch.  Our  contemporary's 
correspondent  adds  that  the  borrower  must  always  be 
the  servant  of  the  lender,  and  when  the  Government, 
or  anyone  else,  finds  that  lenders  will  only  accept  short- 
dated  securities,  these  will  be  forthcoming  with  plenty 
to  pick  and  choose  from. 


Current  Xaw* 


Curtice  v,  London  and  Midland  Bank,  Lim, 

K.B.Dlv. 
On  appeal  from  decision  of  Judge  of  Marylebone 
County  Court  that  a  telegram  forwarded  by  a  customer 
to  his  bankers  stopping  payment  of  a  cheque  is  an 
effective  stoppage  of  payment,  even  although  the 
telegram  did  not  actually  reach  the  bankers'  hands, 
held,  that  payment  of  a  cheque  may  be  countermanded 
by  telegram,  but  Court  differed  as  to  effect  of  telegram 
not  actually  reaching  its  destination — Darling,  J., 
upholding  decision  of  County  Court  Judge,  Lawrence, 
J.,  dissenting. — {Times,  June  10  1907.) 


Correspondence  mb  Bnautrtes. 


All  commttnlcatloos  to  the  Editor  should  ba 
by  letter  only. 


English  Companies  In  Prance^-Oppresslve 
Regulations. 

(r#  iki  Editor  §f  Tki  Accountani.) 
Sir,— The  decree  of  the  37th  February  1907,  follow- 
ing upon  Article  3  of  the  "  Loi  des  Finances  "  of  the 
30th  January  1907,  has  created  considerable  hardship 
upon  English  and  foreign  companies  whose  securities 
are  issued,  offered  for  sale,  or  introduced  upon  the 
French  market. 
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Article  3  of  the  above  law  enacts  that  every  com- 
pany, whether  French  or  foreign,  whose  securities  are 
issued,  offered,  or  introduced  as  above,  must  publish 
certain  particulars  in  the  form  of  a  notice  in  the  Bulletin 
annexed  to  the  Journal  OfficieL 

With  regard  to  foreign  companies,  the  law  requires, 
in  addition  to  the  notice,  that  they  should  advertise 
therein  the  full  text  of  the  memorandum  and  articles 
of  association  translated  into  French,  before  allotting 
any  shares,  &c. 

The  object  of  the  above  provision  is  praiseworthy 
enough,  and  is  doubtless  inspired  by  the  English  Com- 
panies Act  of  1900,  but  the  cost  of  these  insertions  as 
fixed  by  the  Decree  of  the  27th  February  1907  is  very 
heavy,  the  charge  being  two  francs  per  line.  In  the  ordi- 
nary French  legal  journal  existing  prior  to  the  Bulletin 
annexed  to  the  Journal  Offlciel,  and  containing  official 
and  authorised  advertisements  recognised  as  such  by 
the  city  of  Paris,  the  cost  is  25  centimes  per  line  only. 
It  is  therefore  difficult  to  comprehend  why  the  recent 
decree  has  fixed  the  cost  of  the  insertions  in  the 
Bulletin  above  referred  to  at  two  francs  per  line ;  it  is 
simply  inflicting  an  additional  burden  upon  limited 
liability  undertakings. 

The  length  of  the  notice  which  French  companies 
are  compelled  to  insert  rarely  exceeds  150  lines,  the 
cost  being  about  300  francs ;  but  as  regards  English 
companies,  who  are  compelled  to  print  not  only  a  short 
notice  as  above,  but  also  in  extenso  the  memorandum 
and  articles  of  association,  the  length  of  the  whole 
often  exceeds  2,000  lines,  and  the  cost  thereof  in  such 
a  case  amounts  to  about  4,000  francs,  or  /'160. 

The  tariff  of  the  above  insertions  in  the  Bulletin 
annexed  to  the  Journal  Officiel  should  be  reduced  both 
as  regards  French  and  foreign  companies.  At  all 
events,  should  the  tariff  be  not  lessened  as  regards  the 
notices,  which  both  French  and  foreign  companies  must 
publish,  as  the  latter  are  bound  furthermore  to  add 
their  memorandum  and  articles  of  association^  and  as  in 
consequence  of  such  enactment  they  are  already  on  an 
unequal  footing  with  French  companies,  it  is  desirable 
by  way  of  compensation  that  the  cost  of  such  addi- 
tional obligation  should  be  reduced  to  25  centimes  per 
line,  this  being  the  tariff  of  other  legal  journals  other 
than  the  Bulletin  annexed  to  the  Journal  Offlciel. 
I  am.  Sir,  your  obedieot  servant, 

P.  PELLERIN, 

Licencie  en  droit » 
56  rue  la  Boetie,  Pans, 

yrd  June  1907. 


Registration  for  the  Profession. 

{Jo  the  Editor  of  The  Accountant.) 

Sir,— We  are  reminded  by  the  accountancy  press 
that  a  Joint  Committee  of  the  Councils  of  the  Institute 
and  the  Society  is  at  work  on  a  scheme  of  registration 
for  the  profession,  and  it  is  admitted  that  the  gates 
must  be  opened  fairly  wide  at  the  beginning.  There 
will  be  little  or  no  opposition  from  those  practitioners 
who  are  members  of  neither  Institute  or  Society,  seeing 
that  registration  cannot  but  improve  the  position  of  all 
but  the  unworthy.  These  latter  indeed  will  find,  no 
doubt,  the  discipline — ^inevitable  under  registration — 
extremely  irksome,  but  then:  squirms  will  be  com- 
placently regarded  by  decent  folks. 

As  a  qualified  practitioner  of  some  years'  standing  I 
should  like  to  say  that  I  find  accountants,  competent 
and  reputable,  at  present  outside  any  accountancy 
organisation.  Societies  there  are  which  would  promptly 
annex  them,  and  which,  indeed,  are  repeatedly  can- 
vassing them,  but  without  avail.  The  gentlemen  con- 
cerned are  wisely  conscious  that  membership  of  some 
bodies  is  the  reverse  of  recommendatory.  I  should 
like  to  be  sure  that  when  registration  is  accomplished 
there  will  be  provided  some  ascent  to  full  qualification 
other  than  articled  service /or  those  already  in  practice. 

It  has  been  our  own  grievous  jealousies  which  have 
allowed  men  to  take  up  practice  without  formal  quali- 
fication, but  in  closing  the  door  for  the  future  let  us 
give  every  inducement  to  those  whom  we  have  to  admit 
to  become  worthy  sons  of  the  house.  Make  the  tests 
of  character  and  competence  as  stringent  and  lengthy 
as  you  will,  but  do  not  impose  the  one  condition  they 
would  be  unable  to  fulfil — viz.,  articled  service  under 
another  accountant. 

It  ought  to  be,  and  I  hope  is,  the  aim  of  the  Joint 
Committee  to  make  within  a  few  years  a  solid  phalanx 
of  all  worthy  practitioners,  to  the  great  advantage  of 
the  community  and  the  advancement  of  the  profession. 

Yours  truly, 

Sth  June  1907.  NORTHERN. 

Prevention  of  Corruption  Act  and  Auditors' 
Duties. 

(To  the  Editor  of  the  Accountant.) 
Sir,— -I   shall  be    glad   to  have  your   opinion  with 
regard  to  the  duties  of  auditors  when  reporting  to 
shareholders  on  the  annual  accounts  of  companies  in 
which  large  amounts  are  paid  as  commissions. 

I  have  in  my  mind  the  instance  of  a  company  whose 
business  mainly  consists  of  repairs  to  property,  and 
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who  charge  in  their  Profit  and  Loss  Account  a  con- 
siderable sum  under  the  head  of  Discounts  and  Allow- 
ances, which  sum,  I  have  good  reasons  for  thinking,  is 
expended  in  the  way  of  commission  to  employees  of 
the  company's  customers.  No  details  are  given  in  the 
books,  the  yearly  amount  being  certified  by  two  of  the 
directors. 

There  does  not  appear  to  have  been  any  discussion 
in  your  pages  with  regard  to  matters  of  this  kind,  and 
I   shall  be  glad  to  have  the  views  of  others  on  the 

matter. 

Yours  truly, 

AUDITOR. 


Qas  Companies. 

{To  the  Editor  of  Tke  Accountant,) 

Sir, — Have  any  of  your  readers  had  any  experience 
of  a  case  similar  to  the  following : — 

A  gas  company  was  created  in  1868  under  the  Com- 
panies Act,  1862.  They  subsequently  found  it  neces- 
sary to  acquire  Parhamentary  powers,  and  therefore 
obtained  a  provisional  order  in  1892,  which  incorporated 
the  provisions  of  the  Land  Clauses  Acts  and  Gas 
Works  Clauses  Acts,  1847  ^^^  i^?'*  ^^^  ^^  mention  is 
made  of  the  Companies  Acts. 

The  capital  authorised  under  the  provisional  order  is 
;£'2o,ooo,  while  the  capital  registered  under  the  Com- 
panies Act  is  jf'io.ooo  (prior  to  the  order  in  1892) ;  a 
further  increase  in  capital  of  ;£'8,ooo  is  now  meditated. 
Has  the  present  increase  in  capital  to  be  registered 
under  the  Companies  Acts,  or  is  an  issue  subsequent  to 
1892  governed  solely  by  the  terms  of  the  Provisional 
Order  ? 

I  ask  you  to  publish  this  letter,  knowing  from  experi- 
ence the  value  of  your  Correspondence  column  for  an 

interchange  of  views. 

Yours  truly, 

yih  June  1907.  ROMANO. 


Depreciation,  with  Special  Reference  to  tlie 
Accounts  of  Local  Authorities. 

{To  the  Editor  of  the  Accountant.) 
Sir, — Professor  Dicksee's  recent  lecture  has,  as  you 
say,  aroused  a  wide  interest,  and  when  we  recall  the 
papers  read  on  previous  occasions  by  Mr.  Clare  and  Mr. 
Ashley,  we  may  be  grateful  to  the  Chartered  Accoun- 
tant Students  Society  of  London  for  giving  Municipal 
Finance  and  Accounts  such  a  prominent  place  in  its 
proceedings. 

Is  it  too  much  to  hope  that  the  Professor  will,  on  some 
not  distant  occasion,  resume  his  consideration  of  the 


question  and  extend  the  circle  of  his  observation  ? 
There  are  one  or  two  aspects  of  the  depreciation 
problem  which  I  should  greatly  like  to  see  handled  by 
him  or  some  other  authority  and  discussed  by  experts, 
and  with  your  kind  permission  I  will  endeavour  briefly 
to  indicate  them. 

It  seems  to  me  that,  in  estimating  the  reserves  to  be 
set  aside  during  the  currency  of  the  debt  upon  a  trading 
undertaking  before  aid  is  given  to  the  rates,  an  essential 
factor  in  the  calculation  is  our  view  of  the  position  in 
which  the  undertaking  should  stand  financially  and 
otherwise  at  the  date  when  the  debt  is  finally  discharged. 
Determine  this,  and  the  necessary  means  can  be 
adopted.  Differ  as  to  the  end,  and  agreement  as  to  the 
means  is  impracticable.  Conflicting  ideals  have 
perhaps  been  responsible  for  much  of  the  controversy 
of  the  past. 

The  question  may,  therefore,  well  be  asked  whether 
any  fiduciary  relationship  exists  between  the  ratepayers 
to  whom  Parliament  has  granted  powers  to  establish  a 
trading  venture  and  their  successors  ?  Are  they  in  any 
sense  accounting  parties  in  respect  of  that  venture  to  the 
next  generation  ? 

By  way  of  illustration  let  us  suppose  the  Professor  to 
be  called  in  as  umpire  between  ratepayers  holding 
opposite  opinions  on  this  point  at  a  period  when  an 
important  municipal  trading  undertaking  has  just  been 
freed  from  debt.  A  new-comer  into  the  town  is 
scandalised  to  find  that  the  gas  works  (say)  are  not  in 
all  respects  up  to  date  in  their  equipment,  and  though 
yielding  a  fair  profit  are  carried  on  upon  old  lines  and 
might  with  advantage  be  modernised  and  made  more 
profitable.  There  is,  however,  no  Reserve  Fund  in 
hand  to  meet  the  necessary  expenditure,  and  their 
current  going  value  is  reported  by  experts  to  be  con- 
siderably below  their  first  cost.  The  retiring  Chairman 
of  the  Gas  Committee,  however  intervenes,  and  claims 
that  the  new-comer  has  no  valid  ground  of  complaint^ 
"  We  "  (says  the  Chairman)  "  set  up  these  works  forty 
**  years  ago  under  Parliamentary  sanction,  we  ran  all 
"  risks,  and  have  fully  repaid  the  cost,  appl3dng  the 
"  surplus  in  aid  of  the  rates,  we  have  in  fact  fully  dis- 
**  charged  every  obligation  laid  upon  us  by  Parliament, 
'*  and  now  we  hand  on  to  you  the  works  free  of  debt 
**  and  in  a  moderate  state  of  efficiency,  and  even  if  you 
"  do  require  to  borrow  ;f25,ooo  to  bring  them  in  all 
«  respects  up  to  date  you  are  relatively  much  better  off 
"  than  we  were  when  we  borrowed  £'100,000  to  build 
"  them  in  the  first  instance.'*  Upon  Professor  Dicksee's 
award  depends  the  view  to  be  formed  of  the  scale  upon 
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which  depreciation  ought  to  be  provided  for  during  the 
currency  of  the  loan  in  the  case  of  such  an  undertaking. 

May  I  point  out  that  the  question  I  am  submitting  is 
an  eminently  practical  one,  and  ultimately  resolves 
itself  into  this,  What  advice  are  we  as  Chartered 
Accountants  to  give  to  our  municipal  clients  on  the 
subject  ?  Are  we  to  tell  them  that  their  responsibilities 
for  the  maintenance  and  renewal  of  their  trading 
undertakings  are  limited  to  the  periods  granted  for  the 
repayment  of  debt,  and  that  a  scheme  of  outlay  and 
reserves  which  is  estimated  to  uphold  the  undertaking 
until  the  debt  is  discharged  and  spreads  the  necessary 
cost  fairly  over  the  period  meets  all  the  circumstances 
of  the  case  (and  here  comes  in  the  value  of  Professor 
Dicksee's  recent  lecture),  or  are  we  to  recommend  such 
reserves  as  will  be  adequate  not  only  to  keep  the  works 
in  the  very  front  rank  and  guard  against  obsolescence, 
but  also  to  accumulate  a  fund  at  least  equal  to  the 
difference  between  first  cost  and  the  value  placed  upon 
them  by  experts  at  the  date  when  the  debt  is  paid  ofif  ? 

If  our  clients  proceed  to  argue  that  their  duty  is 
defined  by  Parliament  and  quote  Professor  Dicksee, 
that  **  the  undertaking  began  life  with  no  capital  of  its 
**  own  but  only  with  borrowed  capital,  and  it  is  not  as 
"a  matter  of  law  required  to  improve  upon  the 
"  position ;  for  were  it  required  to  do  so  the  necessary 
"  effect  would  be  to  compel  the  existing  generation  of 
"  ratepayers  to  pay  for  benefits  which  would  be  enjoyed 
"  by  their  successors,  and  this  apparently  is  not  and 
"never  has  been  the  policy  of  the  Legislature  as 
''applied  to  these  undertakings"  (The  Accountant, 
p.  484),  upon  what  grounds  and  to  what  extent  are  we 
to  urge  them  to  go  beyond  their  statutory  obligations  ? 
Do  they  lay  themselves  open  to  legitimate  criticism  by 
refusing  to  do  so  ?  and  do  we  violate  any  canon  of  pro- 
fessional orthodoxy  by  passively  acquiescing  in  that 
refusal  ? 

Readers  of  The  Auountant  are,  of  course,  aware  from 
occasional  reminders  in  its  Correspondence  columns 
that  we  perform  our  duties  as  municipal  auditors  under 
the  critical  eye  of  an  eminent  expert— a  veritable 
multi-millionaire  in  the  sum  total  of  his  valuations — 
who,  it  appears,  notes  with  sorrow  rather  than  anger 
the  temerity  with  which  (as  he  thinks)  some  of  us 
undertake  duties  for  which  we  are  quite  unqualified, 
and  yearns  to  come  to  our  assistance  with  annual 
valuations  or  reports  of  some  kind  or  another.  This 
is  not  new,  having  been  pressed  with  much  earnestness 
by  the  expert  referred  to  upon  the  attention  of  the 


Joint  Committee  which  sat  in  1903  (as  fully  set  out  in 
the  Blue  Book),  though  singularly  enough  the  Com> 
mittee  seem  to  have  entirely  foi^otten  it  when  drawing 
up  their  report,  and  I  do  not  think  that  the  idea  of 
saddling  local  authorities  with  the  annual  cost  of  an 
expert  valuation  of  each  of  their  trading  ondertakings 
as  recommended  to  that  Committee  will  meet  with 
much  favour  in  any  quarter.  As  I  have  on  a  former 
occasion  advanced  reasons  for  regarding  snob  valua- 
tions as  quite  unnecessary,  I  will  only  add  that  the 
idea  of  our  profession  poaching  upon  the  preserves  of 
another  by  undertaking  responsibilities  of  this  descrip- 
tion never  entered  into  my  head. 

I  am  glad  to  notice  that  Professor  Dicksee  recom- 
mends a  "  Reserve  (for  Renewals)  Fund."  If  money 
is  to  be  set  aside  for  future  renewals  by  all  means  ear- 
mark it,  but  is  there  not  sometimes  a  dispositicm  to 
judge  of  the  financial  soundness  of  a  municipal  under- 
taking by  the  amount  in  its  "Depreciation"  or 
*  Renewal  *'  Fund  at  any  given  date  ?  This,  I  think, 
is  a  mistake.  In  your  issue  of  May  i8th  (p.  669)  you 
very  pertinently  remark,  "  that  it  does  not  necessarily 
"  follow  because  there  is  no  Sinking  Fund  there  is  no 
"  provision  for  the  due  repayment  of  debt."  Why  ? 
Because  the  debt  is  being  paid  off  annuaUy.  By  parity 
of  reasoning  a  small  Renewal  Fund,  or  the  absence  of 
one,  does  not  necessarily  indicate  that  the  matter  is 
being  neglected.  On  the  contrary,  there  may  be  and 
often  is  a  substantial  annual  expenditure  going  on  for 
renewals  (which  I  think  ought  to  be  tabulated  along- 
side the  Depreciation  Fund  in  the  annual  Blue  Book), 
and  this  is  overlooked  when  the  shortness  of  the  "life  " 
of  an  asset  is  emphasised  and  compared  with  the  small 
amount  held  in  reserve  for  future  renewals. 

In  conclusion,  is  not  Professor  Dicksee's  estimate  of 
48*75  years  as  the  average  effective  life  of  an  electrical 
undertaking  too  sanguine?  In  the  provinces  a 
maximum  equated  period  of  only  twenty-five  years  is 
allowed  for  borrowings  for  such  undertakings,  and 
seeing  that,  according  to  the  lecturer's  table,  only  5*45 
of  the  total  undertaking  has  a  shorter  e£fective  life  than 
twenty-five  years,  the  inference  to  be  drawn  firom  his 
figures  is  that  an  extremely  small  expenditure  on 
renewals  will  meet  the  circumstances  of  the  case,  but 
this,  I  think,  is  contrary  to  the  opinion  of  many  elec- 
trical engineers.  If,  however,  the  Professor's  estimate 
is  correct,  then  the  period  allowed  to  provincial 
authorities  for  repayment  appears  to  t>e  unduly  limited. 
This,  however,  is  a  minor  question  which  does  not  in 
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any  case   affect  the  general  soundness  of  the   Pro- 
fessor's line  of  argument. 

Yours  faithfully, 
loth  June  1907.  R.  F.  MILLER. 


Compensation  Levy. 

{To  the  Editor  0)  the  Accountant.) 
Sir,— In  reference  to  "  Emocnixat's  "  letter  dated 
29th  May  1907  possibly  the  sum  received  as  compensa- 
tion for  the  loss  of  future  profits  should  be  brought  into 
the  account  for  income-tax ;  but  this  would  be  very 
small,  as  the  compensation  is  generally  only  sufficient 
to  cover  the  capital  value. 

In  reference  to  A.  Fielding's  letter  dated  4th  June 
1907  I  satisfied  the  Commissioners  that  the  business  in 
question  was  one  business,  not  two,  and  this  was 
decided  in  the  case  of  Reid's  Brewery  v,  Male,  The 
company  on  whose  behalf  I  appealed  carries  on  busi- 
ness only  with  its  own  houses,  and  it  was  pointed  out 
to  the  Commissioners  that  if  a  different  class  of  busi- 
ness were  carried  on— viz.,  with  free  trade— upwards  of 
20  per  cent,  discount  would  be  allowed,  and  that  would 
be  charged  in  the  account  for  income-tax. 
Yours  faithfully, 
London,  loth  June  1907.  DANIEL  HILL. 


Income  Tax. 

(r#  tki  EdiUr  cf  TMe  Aceouniani.) 
Sir, — I  am  informed  that  a  farmer  who  occupies  his 
own  land  can  claim  repayment  of  income-tax  under 
Schedule  A  if  his  profits  are  less  than  the  assessment 
under  that  schedule.  If  this  is  so,  I  shall  be  obliged  if 
you  will  give  me  the  authority,  as  I  am  unable  to  find 
it  in  Murray  &  Carter's  "  Guide  to  Income  Tax 
Practice." 

The  argument  appears  to  be  that  if  the  lands  were 
let  there  would  be  an  income  possibly  equivalent  to  the 
annual  value,  whereas  by  occupying  the  lands  himself 
the  farmer  loses  a  portion  of  the  rent  through  making 
a  profit  smaller  than  the  annual  value. 

Yours  faithfully, 
10th  June  1907.  BOB  ACRES. 


The  Institute's  Examioations. 

{To  ike  Editor  of  The  Aeeountant,) 
Sir, — As  a  candidate  at  a  recent  examination  of  the 
Institute  I  was  impressed  by  what  I  considered  the 
somewhat  loose  method  employed  of  advising  candi- 
dates of  their  distinctive  numbers.    A  printed  notice  is 


despatched  to  the  candidate,  the  envelope  only  bearing 
the  latter's  name  and  address,  which  do  not  appear  at 
all  on  the  enclosure,  advising  the  recipient  of  the 
number  with  which  he  must  distinguish  his  papers. 

I  do  not  wish  to  even  assume  that  an  error  could 
possibly  creep  in,  but  should  such  by  any  chance  occur 
it  seems  to  me  that  it  would  remain  undetected,  with 
disaster,  perhaps,  to  one  of  the  candidates  who  has 
been  marked  on  another's  results  in  consequence ;  an 
error  of  placing  the  letter  in  a  wrong  envelope  would, 
of  course,  be  at  once  detected  if  it  bore  the  candidate's 
name  as  well  as  number. 

Yours  faithfully, 

lot h  June  igoy.  MARCUS. 


Auditors  and  the  Companies  Bill. 

{To  the  Editor  of  The  Accountant,) 
Sir, — I  am  no  way  cast  down  by  the  unfair  tone  of 
your  remarks  on  my  letter.  I  never  said  a  word  about 
accountants*  clerks  doing  important  audits  ia  their 
spare  time.  What  I  was  thinking  of  was  cases  where 
young  Chartered  Accountants  who  may  intend  to 
commence  business  within  a  year  or  two  are  offered 
auditorships.  In  such  cases  within  my  own  knowledge, 
when  the  audits  are  important,  the  work  is  done  by  the 
employer's  staff,  in  the  employer's  time,  and  the 
employer  pockets  the  fee.  This  is  quite  a  reasonable 
arrangement  for  the  employer,  as  he  would  probably 
not  get  the  audit  in  any  case.  The  fee  does  not  matter 
to  the  young  accountant,  but  he  is  interested  to  retain 
the  connection. 

I  have  not  the  least  objection  to  any  rule  an  employer 
may  make  that  his  clerks  shall  not  undertake  audits, 
but  I  have  a  very  strong  objection  to  any  law  which  will 
make  it  illegal  for  a  Chartered  Accountant  to  be 
appointed  to  undertake  the  work  for  which  he  has 
been  specially  trained.  Since,  however,  you  say  that 
such  a  law  would  have  a  **  most  desirable  efiect " 
I  am  more  than  satisfied. 

Yours  truly, 
I  ith  June  1907.  SCOT. 


Joint  Holdings  and  Death  Duties^ 

{To  the  Editor  of  Tk$  Accommtattt.) 
Sir,— A  lady,  rather  more  than  a  year  before  her 
death,  transferred  her  holding  of  shares  in  a  certain 
company  into  the  joint  names  of  herself  and  her 
daughter.  On  her  death  they  passed  to  this  daughter 
by  survivorship. 
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Should  the  fall  value  of  this  holding  appear  in  the 
Probate  Account,  or  only  one-half  ?  And  should  the 
estate  duty  on  this  be  borne  by  the  estate  or  the 
donee  ? 

I  do  not  trace  the  point  in  the  text-books  available. 

Thanking  you  in  anticipation  for  a  reply  through 
your  columns, 

I  remain,  yours  truly, 

loth  June  1907.  HOLDERNESS. 


Formal  Receipts. 

(Tc  tki  Editor  of  Tki  Accountant,) 

Sir, — A  firm  which  I  know  to  have  a  printed  form  of 

receipt  which  stipulates  ''  No  other  form  of  receipt  will 

be  recognised,'*  invariably  acknowledges  the  remittances 

of  a  limited  company,  clieots  of  mine,  by  a  manuscript 

receipt  on  the  statement. 

The  secretary  of  the  company  knows,  as  I  do,  that 

the  person  signing  the  receipts  is  either  the  cashier,  or, 

sometimes,  a  member  of  the  firm,  and  does  not  wish 

to  demand  the  formal  receipt. 

I  shall  be  glad  to  hear  through  the  medium  of  your 

esteemed  journal  what  the  position  of  the  company  is 

in  this  matter,  and  whether  I  am  justified  in  accepting 

these  receipts. 

Yours  truly, 

10th  June  1907.  QUAERE. 


The  Question  of  Depreciation. 

(To  the  Editor  of  the  Accountant.) 
Sir, — The  primary  object  of  the  paper  recently  read 
by  me  before  the  Institute  of  Directors  on  this  question 
was  to  invite  serious  consideration  of  the  best  available 
means  for  scientifically  measuring  and  recording  the 
annual  amount  of  depreciation  of  productive  plant, 
which  is  so  important  a  part  of  the  operative  expense 
of  many  industrial  and*  other  undertakings,  and  I 
endeavoured  to  suggest  a  principle,  and  indicate  the 
necessary  recording  equipment,  which  shall  leave  the 
estimates  of  the  economic  life  periods  of  each  class  of 
productive  plant,  upon  which  periods  the  measurement 
of  the  depreciation  allowance  is  based,  to  be  determined 
in  all  cases  by  the  most  suitable  persons  available,  who 
will  be  held  responsible  for  the  reasonable  accuracy  of 
their  original  and  after-amended  estimates ;  for  it  will  be 
easy,  as  well  as  needful,  from  time  to  time,  during  the 
life  period  of  any  class  of  productive  plant,  to  inspect 
the  then  condition  of  that  class,  and  to  give  effect,  in 
the  proposed  Register  of  Plant  to  any  altered  and  unex- 
pected conditions  which  may  then  be  observed,  and 
this  without  any  clerical  confusion. 


I  am  therefore  anxious  that  your  interesting  editorial 
comments  in  the  current  issue  of  The  Accountant — ^which 
are  naturally  directed  chiefly  to  the  consideration  of 
the  novel  and  rather  startling  suggestion  that  the 
Register  of  Plant  should  be  statutory  and  open  to 
inspection,  to  which  suggestion,  however,  I  do  not 
attach  much  importance  at  the  present  time — shall  not 
cause  to  be  overlooked  the  main  object  of  the  paper, 
which  is  to  endeavour  to  assist  directors  and  others  in 
securing  some  systematic  means  of  measuring  annual 
depreciation  in  place  of  the  rough  and  ready,  and  I 
think  quite  inadequate,  treatment  which  the  subject  at 
present  receives.  One  important  requirement  of  the 
proposed  method  is  the  analysis  under  suitable  heads 
of  capital  outlay  for  record  in  the  Register  of  Plant. 
It  would  be  most  interesting  to  hear  the  views  of  other 
accountants  on  the  question,  and  as  to  the  urgency  of 
the  growing  need  for  the  use  of  better  and  more  regular 
methods. 

Yours  faithfully, 

London,  11th  June  1907.  P.  D.  LEAKE. 


Points  in  Company  Procedure. 

(To  tki  Editor  of  The  Accountant.) 
Sir,— (i)  The  "  A  "  Company  and  its  nominees  hold 
all  the  shares  in  the  "  B  "  Company,  and  the  directors 
of  "  B "  are  also  directors  of  "  A."  In  April,  the 
managing  director  of  "  B  "  Company  writes  a  letter  to 
the  "  A  "  Company  saying  that  a  dividend  at  the  rate  of 
5  per  cent,  for  the  half-year  ending  31st  March  has  been 
declared  by  the  "  B  "  Company.  "  A  "  Company  takes 
credit  for  this  in  its  Profit  and  Loss  Account  for  the 
year  ending  30th  April.  The  dividend  is  paid  In  vary- 
ing amounts  from  time  to  time  in  the  next  six  months. 
No  accounts  are  printed,  but  presumably  they,  together 
with  the  auditor's  report,  have  been  seen  by  the 
directors  of  "  B "  Company.  A  similar  proceeding 
takes  place  the  following  year.  The  **  A "  Company's 
accounts  are  audited  in  May,  before  any  portion  of  the 
dividend  has  been  received,  What  is  the  position  of 
the  auditor  of  "  A  "  Company  ?  Should  he  pass  the 
accounts  without  comment,  or  is  he  entitled  to  see  the 
accounts  of  "B"  Company,  and  also  the  auditor^s 
report  to  the  shareholders  thereupon  ? 

(2)  A  company,  after  many  prosperous  years,  meets 
with  a  reverse,  whether  temporary  or  permanent  is 
doubtful,  and  makes  a  loss  for  the  year  just  completed. 
Besides  a  Reserve  Fund,  it  has  a  balance  of  profit 
(;£'io,ooo)  brought  forward  from  the  previoas  year. 
Presumably,  no  dividend  should    be  paid  upon  the 
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cumulative  preference  shares;  but,  setting  aside  the 
question  of  prudence,  is  it  possible  for  the  company  to 
pay  a  dividend  on  its  ordinary  shares — 

(a)  Out  of  the  difference  between  £10,000  and  the 

year's  loss  ? 

(b)  Out  of  the  £10,000  before  wiping  out  the  loss  for 

the  past  year  ? 
(3)  Is  it  necessary  for  a  company  to  issue  allotment 
letters — 

(a)  To    the    signatories   to    the    memorandum    of 
association  for  the  number  of  shares  for  which 
they  sign? 
{b)  To  the  vendor  for  the  shares  which  he  has  agreed 
to  take  in  part  consideration  of  the  purchase- 
price? 
Hoping  that  you  will  be  able  to  find  space  for  this 
letter  in  your  valuable  columns, 

I  am,  yours  faithfully, 
12th  June  1907.  CAUTIOUS. 


Brewery  and  Income  Tax—Compensation  Charge. 

(To  the  Editor  of  the  Accountant.) 
Sir,— I  should  like  to  point  out  to  "  Emocnixat "  that 
although  fire  insurance  premiums  are  a  charge  against 
profits,  when  making  up  income-tax  returns,  yet  any- 
one who  has  so  deducted  premiums  would  not  include 
in  his  profits  any  sum  paid  him  by  a  fire  insurance  office, 
supposing  he  had  a  fire. 

Yours  faithfully, 

ERNEST  I.  HUSEY. 
London,  12th  June  1907. 


Xtttntngbam  Cbatteted  Bccountant 
Sttt&ent0'  Socteti?* 


At  the  annual  meeting  of  the  above  Society,  held  on  the 
28ih  ult.,  the  following  were  elected  as  officers : — 

President— yix.  J.  Howard  Heaton,  F.C.A. 

Vice-Presidents— ^lessxs.  Frank  Impey,  F.C.A.,  and  Arthur 
Cbapmao,  A.C.A. 

Honorary  Treasurer — Mr.  Allen  K.  Edwards. 

Honorary  Librarian — Mr.  R.  Graham  Squiers. 

Honorary  SecrtUtry — Mr.  Stanley  Heald. 

Representatives  on  Joint  Committee  of  Union  of  Chartered 
Accountant  Student  Societies — Messrs.  A.  K.  Edwards.  R.  G. 
Squiers,  and  S.  Heald. 


XLbc  Sbeffleld  Cbatteted  Bccountant0 
Students'  Societi?* 

Report  of  the  Committee  presented  tu  the  twenty- 
fourth  annual  general  meeting  of  the  Society,  held  at 
the  Library,  Hoole's  Chambers.  Bank  Street,  Sheffield,  on 
the  13th  June  1907. 

REPORT   AND   ACCOUNTS. 
Your  Committee  have  pleasure  in  submitting  the  twenty- 
fourth  annual  report  and  statement  of   accounts  for  the 
year  ended  30th  April  1907. 

During  the  year  6  ordinary  members  have  resigned  from, 
and  I  honorary  member  and  8  ordinary  members  been 
admitted  to,  the  Society,  giving  a  total  membership  of  ei6, 
3  more  than  the  previous  year,  of  whom  58  are  honorary 
and  58  ordmary  members. 

The  average  attendance  at  the  ordinary  meetings  of  the 
Society  hsfi  been  18;  a  decrease  upon  last  year  of  2.  The 
Committee  hope  the  members  will  endeavour  to  attend 
frequently,  and  keep  up  the  attendances,  especially  when 
lecturers  take  the  trouble  to  come,  often  from  other  towns, 
to  give  the  benefit  of  their  experience.  The  attendance  does 
not  compare  favourably  with  the  membership. 

The  following  are  the  programmes  of  the  Autumn,  1906, 
and  Spring,  1907,  sessions; — 

1906 
Oct.    10. — Inaugural  Dinner,  King's  Head  Hotel. 

17.— Lecture,  "The  Elements  of  Profit-Sharing 
applied  to  Commercial  Ventures."  Mr.  A.  F. 
Dodd,  F.C.A.,  of  London. 
.,  26. — Joint  debate  with  Liverpool  Chartered  Accoun- 
tants Students'  Association,  at  Liverpool. 
Subject,  ' '  That  it  is  both  desirable  and  neces- 
sary for  the  existing  Income  Tax  Procedure  to 
be  amended  as  follows : — 

(a)  The  application  of  three   years*  average 

system  to  all  classes  of  income. 

(b)  The  allowance  for  Depreciation   to  be  a 

compulsory  instead  of  a  discretionary 
deduction,  and  to  be  calculated  at  uniform 
rates  upon  original  values. 

(c)  The  certification  by  qualified  accountants  of 

all  returns  exceeding  /500." 
(Arranged  by  the  Union  of  Chartered  Accoun- 
tant Student  Societies,  and  attended  by 
selected  representatives  from  the  Sheffield 
Society.) 
,,  31.— The  Prize  Essay  was  read  by  Mr.  Stewart  Green 
on  "The  Difference  in  Constitution  and 
Relative  Advantages  of  Private  Firms  and 
Limited  Companies,  and  the  Matters  of 
Account  involved  by  a  Conversion."  The 
discussion  afterwards  was  opened  by  Mr.  Pepper, 
winner  of  the  second  prize. 
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Nov.  14.— Lecture,    "The  Law   as  to  Partnership."     Mr. 
L.  J.  Kirkham,  Solicitor,  SheflBeld. 
,,     28.— Lecture,    '*  Further  Notes  on   the  Criticism    of 
Accounts."    Mr.  W.  R.  Hamilton,  F.C.A.,  of 
Nottingham. 
Dec.  12.— Joint  debate    with    the    Nottingham    Chartered 
Accountants  Students'   Society,   at    Sheffield. 
Subject  as  above.     (Arranged  by  the  Union  of 
Chartered      Accountant      Student      Societies, 
and  attended  by  selected  representatives  from 
the  Nottingham  Society.) 
1907 
Jan.    1 1. —Lecture,  "  A  Suggestion  as  to  the  Regulation  of 
Balance  Sheets."     Mr.  T.  A.  Welton,  F.C.A., 
of  London. 
24. — Mock  Creditors'  Meeting 
Feb.     7.— Lecture,  "Bills  of  Sale."     Dr.  Tinsley  Lindley, 
of  Nottingham. 
,,     II.— Lecture,    "Cost  Accounts    for  Small   Manufac- 
turers."    Mr.  M.  Webster  Jenkinson,  A.C.A. 
„    20.— Lecture,  •*  The  Bank  of  England  and  the  Money 
Market."   Mr.  G.  I.  H.  Lloyd,  of  the  Sheffield 
University. 
,,     27. — Progressive  Whist  Drive.     Victoria  CM. 
Mar.    6.— Lecture,  •  *  Some  Notes  on  Accountancy  Subjects. ' ' 
Mr.  H.  P.  C.  Kelland,  of  London. 
if     27.— Joint  debate  with   the  Sheffield   Law  Students* 
Society.     Subject,  "That  the  Partnership  Law 
should    be    altered    to    provide    for    Limited 
Partnerships." 
April  II.— Lecture,  "  Depreciation,  with  special  reference  to 
the    Accounts    of    Local    Authorities."      Mr. 
L.  R.  Dicksee,  F.C.A.,  of  London. 
The  gentlemen  who  have  delivered    lectures   or  opened 
debates  deserve   the  best   thanks  of  the  Society,  and  the 
Committee  desires  to  take  this  opportunity   of  expressing 
the  same. 

Also,  many  thanks  must  be  tendered  to  the  President, 
Mr.  S.  Taylor  Gill,  for  being  present  in  his  official  capacity 
af  so  many  meetings,  and  for  the  interest  which  he  has 
shown  in  the  Society's  welfare  since  he  was  first  elected 
Vice-President  two  years  ago. 

On  the  loth  October  1906,  a  dinner  was  held  at  the  King's 
Head  Hotel.  Mr.  Gill  presided  over  a  company  of  50 
members  and  friends,  and  the  event  passed  off  very  success 
fully.  The  President  kindly  defrayed  the  small  loss  on  the 
same.     This  is  the  first  dinner  since  1902. 

The  Progressive  Whist  Party  held  at  the  Victoria  CM, 
attended  by  close  upon  a  hundred  people,  was  also  a  most 
enjoyable  function. 

It  is  hoped  that  more  joint  debates,  like  those  held  with 

the  Liverpool  and  Nottingham  Students'  Societies  and  the 

ffield  Law  Students'  Society,  may  be  arranged,  so  as  to 


cement  the  friendship  between  future  members  of  our  pro- 
fession in  different  towns,  and  also  with  our  brothers  of 
the  law. 

Although  the  general  tone  at  the  mock  creditors'  meeting 
was  rather  hilarious,  it  is  thought  that,  in  addition  to 
providing  a  good  deal  of  amusement,  some  lessons  as  to 
practical  procedure  at  such  a  meeting  were  carried  away 
by  those  present. 

Congratulations  are  offered  to  the  following  members  of 
the  Society,  who  have  been  successful  in  the  Examinations 
of  the  Institute  during  the  past  year  : — 
Intermediate^  May  1906. 
B.   C.  Davies  (6th  in  Order  of  Merit),  with  Mr.  A.  W. 

Macredie,  F.C.A. 
J.  W.  Rouston,  with  Mr.  A.  J,  Piatt,  A.C.A. 

Final. 
J.  W.  Merry  weather,  with  Mr.  G.  S.  Greening,  F.C.A. 
H.  E.  Roe,  with  Mr.  C.  J.  Collier,  F.C.A. 

Intermediate,  November  1906. 
J.  A.  Clague,  with  Mr.  T.  C.  Parkin,  F.C.A. 
A.  W.  Newman,  with  Mr.  W.  Brining,  F.C.A. 

Final. 
E.  H.  Maleham,  with  Mr.  J.  W.  Best,  F.C.A. 
W.  Stanser,  with  Mr.  A.  E.  Aizlewood,  F.C.A. 
The  Union  of  Chartered    Accountant   Student  Societies 
offered  prizes  again  for  essays,  the  subject  being  "  The  Uses 
"and  Limitations  of  the  Card,  Loose-leaf  Ledgers,  and  Slip 
"  Systems  in  relation  to  matters  of  Account." 

The  prizes  were :— ist,  £s  5s. ;  2nd,  £2  2s. ;  3rd,  £1  is.  ; 
and  Mr.  T.  G.  Shut  tie  worth  offered  £2  2s.  to  any  member 
of  this  Society  winning  the  first  prize,  and  £1  is.  if  second  or 
third ;  and  the  Committee  again  offered  a  prize  of  £2.  2s.  to 
any  member  taking  any  prize  in  the  competition. 

We  are  glad  to  report  that  again  two  members  of  this 
Society  have  cari  ied  off  prizes,  which  will  be  presented  at 
the  annual  meeting,  and  offer  our  best  congratulations  to 
these  gentlemen. 
The  successful  competitors  are  as  follows  : — 

I  St  prize        ..         ..         Mr.  N.  Doyle,  London. 

2nd ,    S.  P.  Short,  Sheffield. 

3rd     ,,  ..         ..  ..    Stewart  Green,     ,, 

This  competition  will  not  be  repeated,  owing  to  the  lack 
of  interest  shown  in  it. 

Six  committee  meetings  have  been  held  during  the  year, 
the  following  being  the  attendances  of  the  members  of  the 
Committee : — 

Mr.  A.  Cornthwaite,  A.C.A.  (Chairman)       ..         2 

,,     Stewart  Green,  A.C.A 6 

,,     H.  J.  Watson,  A.C.A 2 

,,     J.  W.  Merry  weather  2 

,,     H.  H.  Tomasson 5 

„     C.  L.  Widlake  2 

,,     A.W.Newman        5 

Honorary  Treasurer        6 

Honorary  Secretary        6 
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The  football  match  between  the  Sheffield  Law  Students 
and  ourselves,  which  is  usually  played  in  April,  has  had  to 
be  cancelled  this  year  owing  to  difficulties  of  getting  teams 
together. 

All  the  officers  and  members  of  the  Committee  of  the 
Society  retire  in  accordance  with  Rule  11.  The  Chairman 
of  Committee,  Mr.  A.  Cornthwaite,  A.C.A.,  the  Honorary 
Treasurer,  Mr.  E.  V.  S.  Pepper,  and  the  Honorary  Secretary, 
Mr.  B.  C.  Davies,  do  not  desire  re-election  to  their  former 
offices.  Mr.  J.  VV.  Merry  weather  has  resigned  his  member- 
ship of  the  Society,  and  Mr.  Cornthwaite  does  not  desire 
re-election  on  the  Committee.  All  others  are  eligible  to  be 
appointed. 

The  accounts  have  been  duly  audited  and  are  annexed 
hereto. 


It  will  be  noticed  in  the  accounts  that  there  is  an  excess  of 
expenditure  over  income  for  the  past  year.  The  chief 
increase  on  the  debit  side  is  in  lecturers'  expenses.  It  has 
not  been  found  possible,  as  in  previous  years,  to  obtain  the 
services  of  local  gentlemen,  thus  necessitating  the  procuring 
of  speakers  from  other  towns,  including  several  from 
London. 

The  cost  of  the  mock  creditors'  meeting  has  somewhat 
enlarged  the  item  of  printing,  &c. 


Dr. 


A.  Cornthwaite, 

Chairman  of  Committee, 

Bertram  C.  Davies, 
'  Hon,  Secretary. 

Income  and  Expenditure  Account  for  the  Year  ended  30th  April  1907.  Cr. 


1907 

April  yy.  £    s    d      £    s 

To  Printing,  Stationary,  Postages.  &c.— 

General  Printing  and  Stationery    . .        . .        12  18    4 

Secretary's  Postages,  &c 3  17    2 

15  15 

•  Lecturers' Fees  and  Expenses 10  17 

•  Working  Union 216 

,    Subscription  to  Sheffield  Society  of  Chartered  Accoun- 
tants for  use  c  f  Library         216 

m    Cost  of  Accountants' Journal B  19    3 

Less  Subscriptions  received  ..        ..         060 

8  13 

•  Expenses  Voted  to  those  who  attended  the  Debate  at 

Liverpool  on  October  26th  190G 311 

•  Cost  of  Entertaining  Guests  at  the  Annual  Dinner  o  13 
»    Prizes  for  Successful  Candidates   in   Working    Union 

Essay  Competition 44 

£49    8 


1907. 
April  30.  £    s 

By  Members'  Subscriptions— 
^       58  at  los.  6d.  each        30   9 

•  Entrance  Fees— 

8  at  los.  each 40 

•  Profit  on  Whist  Drive 55 

•  Bank  Interest— /«S4  Commission       01 

«   Balance,  Excess  of  Expenditure  over  Income  for  the 

year,  transferred  to  Capital  Account       9  la 


€A9    8    o 


Balance  Sheet,  30th  April  1907. 


LiabUiliiS. 


Subscriptions  paid  in  advance 

Prizes  re  Working  Union  Essay  Competition 


£  s 
2  2 
4  4 


£660 


Assets. 
„  .  £    s    d        £    s    d 

Excess  of  Expenditure  over  Income  for  the 

year 9  12    7 

Less  Balance  of  Capital  as  at  30th  April  1906        906 

-■  ■    ■  o  la    X 

Outstanding  Subscriptiocs iio 

Cash  at  Sheffield  Banking  Company.  Limited 4  la  11 

£6~n 


We  have  examined  the  above  Balance  Sheet  with  the  Books  and  Vouchers  of  the  Society,  and  certify  that,  in  our  opinion,  such  Balance 
Sheet  correctly  shows  the  financial  position  of  the  Society  as  on  the  above  date. 

27th  May  1907. 


F.  C.  Young,  A.C.A.  )    j„^.v«^ 
J.  W.  Houston  \  ^»^*fors. 


Xefcedtet  Cbatteted  Bccountants 
Students'  Socfet5« 


The  sixth  anaual  general  meeting  of  the  Society  was 
held  at  Winchester  House,  Wei  ford  Plaoe,  Leicester,  on 
Tuesday,  the  4th  day  of  June  1907.  at  6.15  p.m. 

Present :  Mr.  A.  V.  Carryer,  A.C.A.  (Chairman),  Messrs. 
F.  E.  Dixon,  A.C.A.,  U.  F.  Adams,  S.  Allen,  II.  V. 
Watson,  F.  H.  Smith,  S.  J.  Skillington,  B.  F.  Newill,  H. 


Barrett,  R.  H.  Hardy,  J.  Curtis,  and  A.  D.  Wykes  (Hon. 
Secretary). 

Minutes  of  preceding  meeting  were  read  and  confirmed. 
The  following  are  the 

REPORT  AND  ACCOUNTS. 

Your  Committee  have  much  pleasure  in  submitting  their 
annual  report  and  statement  of  accounts  for  the  year 
ending  the  30th  April  1907. 

The  total  membership  is  52,   comprising   28  ordinary 
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mednbers  and  24  honorary  members,  as  against  48  at  the 
date  of  the  last  report. 
This  is  shown  as  follows:  — 

Honorary    Ordinary 
Members  on  April  30th  1906        •  •        24  24 

Admissions  during  the  year        •  •  10 


Less :     Resignations 


34 
6 

28 


Membership  on  April  30th  1907  . .        24 
The  meetings  held  have  been  as  follow :  — 

Autumn  Session, 
1906. 
Oct.    10. — Stump  Speeches. 
„       24.— Debate. 
Nov.    7. — Lecture:     "The    Preparation    of    Accountants* 
"Certificates   in  connection  with  Joint  Stock 
Company  Flotations."    Mr.  A.  F.  Dodd. 
„        8. — Joint   Debate   with    the    Birmingham    Student 

Society,  at  Birmingham. 
„       21. — ^Ten  Minute  Papers,  by  Members. 
Dec.     5. — Question  Night. 
„       19. — Lecture :  "  Debentures."  Mr.  Beaumont  Morice. 

Spring  Session, 
1907. 
Jan.    30. — ^Joint    Debate    with    the    Leeds    Society,     at 

Leicester. 
Feb.    13. — Lectuie:    "Cost    Accounts    of    Small    Manu- 
facturers."      Mr.     M.     Webster     Jenkinson, 
A.C.A.,  Shield. 
„       28. — Lecture:    "Accounts   of   a   Builder   and   Con- 
tractor."      Mr.     J.     A.     Walbank,     A.C.A., 
Newcastle. 
Mar.  13. — Lecture :  "  Branch  Shop  Accounts."    Mr.  C.  H. 

Spencer,  A.C.A.,  Leicester. 
„       27. — Lecture:    "Income-tax."      Mr.    C.    E.    Isaacs, 

Retired  Inspector  of  Taxes. 
Apr.    10. — ^A  Mock  Creditors'  Meeting. 

The  average  attendance  at  the  meetings  of  the  Society  of 
honorary  and  ordinary  members  has  been  19. 

The  best  thanks  of  the  Society  are  due  to  the  gentlemen 
who  have  delivered  lectures,  and  the  Committee  desire  to 
take  this  opportunity  of  expressing  the  same. 

The  Committee' also  wish  to  thank  the  President,  Mr. 
A.  P.  Carryer,  A.C.A.,  for  his  services  during  the  year. 
Not  only  has  he  undertaken  the  duties  of  Chairman  at 
nearly  all  the  meetings,  but  he  has  also,  on  several 
occasions,  personally  entertained  the  lecturers. 

The  thanks  of  the  Committee  are  also  due  to  the  Vice- 
Presidents,  Messrs.  J.  H.  Baker,  A.C.A.,  and  G.  S. 
Bankart,  A.C.A. 

The  following  members  of  the  Society  have  been  suc- 
cessful in  the  Examinations  of  the  Institute  during  the 
past  year :  — 


May  1906. 

Intermediate:  F.  H.  H.  Smith. 

Final:  H.  F.  Adams,  W.  S.  Bell,  F.  E.  Dixon,  T.  E. 
Rowiatt,  J.  R.  Watson. 

November  1906. 

Intermediate :  J.  Curtis. 

Final:  F.  S.  Heath. 

The  classes  held  under  the  tuition  of  Mr.  £.  Huntsman, 
Solicitor,  and  Mr.  D.  M.  Gimson,  A.C.A.,  have  been  well 
attended,  and  have  been  successful  in  every  way. 

This  session  a  Students'  Society  Library  has  been 
started,  the  main  object  of  which  is  to  provide  text-books 
to  be  used  in  connection  with  the  classes.  Money  for  this 
purpose  was  raised  by  subscription  among  the  members. 
The  Committee  desire  to  thank  those  gentlemen  of  the 
senior  Society  who  contributed  towards  this  fund. 

The  first  dinner  in  connection  with  the  Society  was  held 
at  the  Grand  Hotel  on  Wednesday,  the  17th  day  of  April 
1907.  There  were  29  members  present,  and  a  very  pleasant 
evening  was  spent. 

The  joint  debates  held  under  the  auspices  of  the  Work- 
ing Union  proved  highly  successful,  ten  of  our  members 
visiting  Birmingham,  and  six  members  of  the  Leeds 
Association  coming  to  Leicester. 

In  accordance  with  the  rules,  the  Officers,  Committee, 
and  Auditors  retire. 

The  Hon.  Secretary  does  not  desire  to  offer  himself  for 
re-election. 

All  the  Committee  except  Mr.  F.  S.  Heath  ace  eligible 
for  re-election. 

On  behalf  of  the  Committee, 

F.  E.  Dixon,  Chairman. 

A.  D.  Wykes,  Hon,  Secretary. 

May  2J\ih  1907. 

It  was  moved  by  the  Chairman,  seconded  by  Mr.  Dixon, 
and  resolved,  that  the  report  of  the  Committee  and  the 
accounts  be  adopted. 

On  the  proposition  of  Mr.  Dixon,  seconded  by  Mr. 
Watson,  it  was  agreed  that  the  sum  of  ;f  10  be  trans- 
ferred from  General  Account  to  the  Students'  Library 
Fund,  and  that  the  Library  Committee  be  empowered  to 
expend  the  same  in  purchasing  new  books. 

On  the  motion  of  Mr.  Hardy,  seconded  by  Mr.  Adams, 
it  was  unanimously  resolved  that  Mr.  J.  H.  Baker,  A.C.A., 
be  elected  President  for  the  forthcoming  year. 

Proposed  by  Mr.  Dixon,  seconded  by  Mr.  Wykes,  and 
resolved,  "That  the  very  best  thanks  of  the  meeting  be 
"  given  to  Mr.  A.  P.  Carryer,  A.C. A.,  the  retiring  President, 
"for  all  his  services  to  the  Society  during  the  past  two 
"years."  Mr.  Carryer  had  taken  a  personal  int^est  in  all 
the  members  of  the  Society,  and  it  was  the  wish  of  the 
meeting  that  their  appreciation  be  recorded. 
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Mr.  Canyer.  in  a  few  words,  e3q>ressed  the  pleasure  it 
had  given  him  to  be  of  service  to  the  Society. 

On  the  proposition  of  Mr.  Adams,  seconded  by  Mr. 
Watson,  it  was  resolved  that  Messrs.  A.  P.  Carryer, 
A.C.A.,  and  F.  W.  Preston,  A.C.A.,  be  elected  Vice- 
Presidents  for  the  coming  year. 

Proposed  by  Mr.  Dixon,  seconded  by  Mr.  Wykes,  and 
resolved,  that  Mr.  H.  H.  Smith  be  appointed  Hon. 
Secretary. 

Mr.  Smith  returned  thanks  for  the  honour  conferred  on 
him. 

On  the  motion  of  Mr.  Carryer,  seconded  by  Mr.  Hardy,  a 
vote  of  thanks  was  accorded  to  Mr.  Wykes,  llie  retiring 
Secretary,  for  his  services  during  the  past  year. 

Summary  op  Rbcbipts  and  Payments 


1Q06 

April  30. 


Apnl  30. 


RtcHpts. 

To  Balance— Cash  in  hand 
Cash  at  Bank 


£  s 


d 
o 
8  10    3 


£    s    d     I 
811    3     I 


Subscriptions- 
Honorary  Members 14    3    6 

Ordinary  Members 14    3    6 


Bank  Interest 


Grant  from  Leicester  Chartered 
Accountants'  Society 

Subscriptions  to  Accountants' 
Journal  

Subscriptions  to  Joint  Transac- 
tions      


28    7    o 

10    o    0 

530 

350 
040 

£55    9    3 


On  the  proposition  of  Mr.  Dixon,  seconded  by  Mr.  Allen, 
it  was  resolved  that  Mr.  H.  V.  Watson  be  appointed  Hon. 
Treasurer  for  the  coming  year. 

It  was  proposed  by  Mr.  Curtis,  seconded  by  Mr.  Adams, 
and  resolved,  ^at  the  following  gentlemen  be  elected  to 
serve  on  the  Committee: — ^Messrs.  F.  E.  Dixon,  A.C.A., 
A.  D.  Wykes,  R.  H.  Hardy,  S.  Allen,  and  H.  Pateman. 
At  the  same  time  a  vote  of  thanks  was  given  to  ^essrs. 
F.  S.  Heath  and  H.  F.  Adams  for  their  services  on  the 
Committee  during  the  past  year. 

On  the  motion  of  Mr.  Skillington,  seconded  by  Mr. 
Adams,  it  was  resolved  that  Messrs.  J.  Curtis  and  W.  H. 
Cox  be  appointed  Hon.  Auditors  for  the  coming  year. 

The  meeting  terminated  with  a  vote  of  thanks  to  the 
Chairman  for  presiding. 

for  the  Year  ending  April  30th  1907. 

Paymgnts. 

C    s    d 

By  Hire  of  Rooms  for  Meetings       2138 

Lecture  and  Debates  Expenses        13  18  11 

Leicester     Chartered     Accountants'    Society    for    use    of 

Library 500 

Union  of  Chartered  Accountant   Student  Societies  (6d.  per 

head,  48  members) 140 

Printing  and  Stationery  649 

Postage  and  Sundries i    4    7i 

Accountants' Journal s^o 

Ioint  Transactions       326 
talance — Cash  in  hand           8^ 

Cash  at  Bank  16  16    4 

x6  17    oj 


£55    9    3 


Summary  of  Receipts  and  Payments  in  re<tpect  of  Coaching  Classes.  April  30th  1907. 


1507 


EecHpts. 


April  30.    To  Cheque  from  Institute  in  respect  of 

last  year's  classes       

Lbss  Balance  on  last  year's  Accounts 


£    s    d    £    s    d 


Subscriptions  1906-7 


33 

0 

0 

3a 

12 

9 

0 

7  : 
I  ( 

£43    8    3 


Paymiitts. 

1907  £ 

Apnl  30.    By  Hire  of  Room  for  Classes 

»   Printing  and  Stationery 

»   Postage  and  Sundries 

«   Lecturer's    Fees — Mr.    E.  Huntsman 


a  fees) 
^lai 


Balance  in  Bank 


d  £  s  d 
330 
I  7  8 
o  18    7 

14    2    o 
23  17    o 


Liabilities— Mr.  Huntsman 
Mr.  Gimson 


Less  amount  due  from  Institute 


£43    8    3 

.    14     2 
.  31  10 

0 
0 

45  " 
.  33  15 

0 
0 

II  17    o 


Summary  of  Recbipts  and  Payments  on  Account  of  the  "Students*  Library." 

Riceipts.  1  Payments. 

1907                                                                                             £    s    d            1907  £    8  d 

April  30.    To  Snbseriptions 23  14    6         April  30.    By  Book-case         2  15  o 

Balance       o  10    8    I                        •  Books  Purchased       22    s  4 

I                         ^  Printing  .  ^        0  18  3 

»  Sundries 067 

£26    5    a                                                                                                            £26    5  2 


H.  H.  Smith, 

Hon.  Trtasurtf. 


Examined  and  found  correct. 


W.  S.  Bell, 

S.  J.  Skillington, 


Hon.  Auditors. 
2415/07 
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XCbe  Xfperpool  Cbarteted  accountants 
StubentB'  association. 

The  twenty-fourth  annual  meeting  of  the  above  Society 
was  held  in  the  Library,  3  Lord  Street,  Liverpool,  on  June 
6th  1907,  Mr.  Kenneth  Cook,  A.C.A.,  in  the  chair.  About 
25  members  were  present. 

The  (oUowing  are  the 

REPORT  AND  ACCOUNTS. 

Gentlemen, — The  Committee  have  pleasure  in  present- 
ing their  report  for  the  year  ended  30th  April  last. 

During  the  year  17  members  have  been  elected  and  19 
members  have  resigned. 

The  Association  now  consists  of  80  honorary  members 
and  103  ordinary  members,  making  a  total  of  183. 

The  Committee  take  this  opportunity  of  thanking  the 
f^entlemen  who  have  so  kindly  given  their  services  in  pre- 
paring and  delivering  the  lectures  at  the  various  meetings 
during  the  year. 

The  following  is  a  list  ol  the  meetings : — 

1906.  Autumn  Session. 

Oct.   16. — Annual  Dinner.    President's  Address. 
..     26.— Joint     Debate    with    the     Sheffield    Chartered 
Accountants    Students    (as    arranged    by   the 
Union  of  C.A.    Student   Societies).     Subject, 
"Income  Tax." 

Nov.  8. — Lecture,  "Some  Notes  on  Income  Tax."      Mr. 
Roger  N.  Carter.  F.C.A.  (Joint  Author  of  '*  A 
Guide  to  Income  Tax  Practice.") 
,,     22. — Lecture,  "An  Executor  Trustee."     Mr.  G.  H. 
Ashworth,  A.C.A. 

Dec.     6.— Lecture,  "  Bills  of  Exchange."  Mr.  A.  T.  Miller. 

1907.  Spring  Session. 

Feb.     7.— Lecture,   "Cost  Accounts  for  Small   Manufac- 
turers."    Mr.  M.  Webster  Jenkinson,  A.C.A. 

„     28. — Lecture,  "  Bank  Bookkeeping. "     Mr.  J.  Watson 
(Lloyd's  Bank.) 
Mar.  14. — Lecture,    "  Municipal   Corporation  Accounts." 
Mr.  W.  A.  Caldwell. 

, ,    20. — Debate  with  Liverpool  Law  Students'  Association. 

The  average  attendance  at  the  meetings,  excluding  the 
dinner,  was  35. 

The  annual  dinner,  which  was  held  at  the  Exchange 
Hotel  in  October,  proved  to  be  a  great  success  in  everyway, 
64  members  and  friends  being  present.  The  Committee 
note  with  pleasure  that  the  increased  support  given  to  the 
annual  dinner  in  recent  years  is  being  fully  mainteuned,  but 
they  think  there  is  room  for  further  improve irent. 

The  educational  classes  were  altered  in  certain  respects 
during  the  last  year,  and  the  Committee  are  glad  to  note  that 
the  attendance  of  the  members  at  such  olasses  has  increased. 


The  following  members  were  successful  in  passing  their 
examinations  during  the  year : — 

Final,  May  1906. 
R.  E.  Bell  (with  Messrs.  J.  S.  Harmood  Banner  &  Son), 

Liverpool. 
W.    P.  Plummer  (with   Messrs.   Davidson  &  Cookson). 

Liverpool. 
T.    Robson    (with    Messrs.    Chalmers,    Wade    &    Co.), 

Liverpool. 

InUrmfdiaie. 
D.    J.    Ward    (with     Messrs.     Davidson    &    Cookson), 

Liverpool.     13th  in  order  of  merit. 
J.   H.  Higson,  Junr.  (with  Messrs.  G.  E.  Holt  &  Sons), 

Liverpool. 
W.  J.  Holgate  (with  Messrs.  Stubbs&  French).  Liverpool. 
H.    Madge    (with    Messrs.     Chalmers,    Wade    &.    Co.), 

Liverpool. 
H.  A.  Patterson  (with  Messrs.  Dawson.  Langley,  Chevalier 

&  Graves),  Liverpool. 
J.  L.  Thornton  (with  Mr.  F.  Hilditch),  Liverpool. 

Final,  November  1906. 
F.  R.  Raymont  (with  Messrs.  Dawson,  Langley,  Chevalier 

&  Graves),  Liverpool.    6th  in  order  of  merit. 
R.  A.  Ledgard  (with  Messrs.  Lloyd  &  Walker),  Liverpool. 
R.  Lees  (with  Messrs.  Sadler  &  Sutcliffe),  Liverpool. 

Intermediate. 
A.  E.  Jones  (with  Mr.  W.  J.  Glass),  Liverpool.     2nd  in 

order  of  merit. 
W.  F.  Ewbank  (with  Messrs.  French,  Ormrod  &  Co.), 

Liverpool.     loth  in  order  of  merit. 
H.  T.  Brown  (with  Messrs.  T^wis  &  Mounsey),  Liveri>ool. 

13th  in  order  of  merit. 
P.  M.  Hendrie  (with  Messrs.  G.  E.  Holt  &  Sons),  Liver- 
pool. 
R.  Killip  (with  Messrs.  French,  Ormrod  &  Co.),  Liverpool. 
J.  Taylor  (with  Messrs.  Deane  &  Davidson),  Liverpool. 
R.  S.  Terry  (with  Mr.  W.  F.  Terry),  Liverpool. 
C.  A.  Watson  (with  Messrs.  Sadler  &  Sutclifie),  Liverpool. 
Our  best  thanks  are  due  to  Mr.  Arthur  F.  Dodd.  F.C.A., 
and  Mr.  Herbert  W.  Bowler,  A.C.A.,  for  their  services  on 
the  Joint  Committee  of  the  Union  of  Chartered  Acoonntant 
Student  Societies  during  the  past  year. 

The  question  of  obtaining  larger  premises  for  the  Library 
has  been  carefully  considered  by  your  Committee,  and  the 
Institute  have  promised  an  increased  grant  on  certain 
conditions.  The  Committee  think  there  is  every  prospect  of 
suitable  premises  being  obtained  during  the  present  year. 

The  Treasurer's  statement  of  accounts  for  the  past  year, 
duly  audited,  is  annexed. 

Herbert  W.  Bowler.  Chairman. 
Wm.  L.  Evans.  Hon.  Secretary. 
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Dr.         In  Accoant  with  S.  M.  Byrbs  Hill,  Hon.  Treasurer,  for  the  year  ending  30th  April  1907.  Cr, 


190S-1906 
I    8    d 


1    0 

12  t 

12  14 


9    9 


To  General  Expew 

Annual  Meeting 
Printing  and  Stationery 
Sundry  Expenses 


£130 

13   II      O 

II    o    6 


40    0    0\ 


4  IS    6 


153    1 
5    4 


Prizes  Account- 
Cost  of  Books  awarded  to  Members  who 
obtained  Honours  at  Examination 
Library  Fund- 
Subscription  for  year  ended  30th  April 

1907 

Union  of  Cbartered  Accountant   Student 
Societies- 
Levy  at  6d.  per  Member 
Balance  in  Bank—  £174    4    4 

Lcsi  Subscription  paid  in 
advance o  xo    6 


£    s    d 


24  14    6 


880 


so    o    o 


4  13    6 


£238    9  11 


Debate  at  Hull- 
Expenses  of  Representatives 


173  13  10 


£a6i    8  10 


1905-1906 
122  10    S 


100    3  6 

4    0  0 

\        113  9 

10    0  0 

I 


I 


iC    s    d 

By  Balance  from  last  Account 153    1    x 

m    Subscriptions— 

3  (1905-6)  Ordinary  . .  £1  11    6 

96  (1906-7)  Ordinary  . .        . .        50    8    o 

3  (1906-7)  Half-Ordinary  . .  o  10   6 

X  (1905-6)  Honorary. .        ..         o  xo    6 

91  (1906-7)  Honorary. .  47  15    6 

— ^—     xoo  16    o 

•  Entrance  Fees  (1906-7) 3150 

•  Bank  Interest ..         3  x6    9 

•  Sale  of  Books  to  Library        — 


£23i    9  11 


£761    8  10 


Audited  and  found  correct, 

James  N.  Duncan,  )   r,^  A»^.tu^^  S.  M.  Bykes  Hill, 

Liverpool,  i^h  May  1907.  S.  Eastwood,         /  "^'  ^^****^^'  Hon.  Trtasurer. 

Balance  Sheet  3xst  December  1906. 

/sd£sd  £8d£sd 

Accumulated  Fund  to  31st  December  1906  . .    389  x8    8  1     Circulating  Library 96x59 

Ltss  Deficiency  on  Revenue  Account  for  year  Reference       Do 37  la    3 

X906 30    5    6  134    8    o 

Furniture,  per  last  Account 55    o    o 

359  13    3  ,  Lms  Depreciation 500 

i4JiReceivedon  Account  of  year  X907  10    o   o  50    o    o 

269  13    3        SondiT  Debtors- 
Sundry  Creditors         16    3  10  Institute 50    o    o 

Senior  Society 35    o    o 

Students'  Association 10    o   o 

85    0    o 

I     Cash— 

At  Bank 15    9    o 

In  band 100 

16    9    o 

£385  17    o  £385  17    o 


Livtrpool,  lUhFtbruary  1907. 


Audited  and  found  correct. 

Sitfiudt  Ernest  M.  Ormrod,  A.C.A. 


Richard  C.  de  Zouche, 

Hon.  Librarian. 


A  hearty  vote  of  thanks  was  passed  to  Mr.  W.  E. 
Mounsey,  F.C.A.,  for  his  valuable  services  to  the  Associa- 
tion as  President  for  the  past  year,  also  to  Mr.  W.  L.  Evans 
for  his  services  as  Hon.  Secretary  for  the  past  two  years, 
and  to  the  other  officers  of  the  Association. 

The  following  officers  were  elected  for  the  current  year  :— 

PrMdent—Mr.  George  Bowler,  F.C.A. 

Via-Presidints— Messrs.  Edgar  Finney,  F.C.A.,  and  B. 
Langley.  F.C.A. 

Hon.  Stcretary—Mr.  R.  T.  Langdon. 

Hon,  Treasurer — Mr.  H.  A.  Patterson. 

Hon,  Auditors — Messrs.  J.  N.  Duncan  and  S.  Eastwood. 

Students*  Representatives  on  Library  Committee— Messrs. 
W.  L.  Evans  and  R.  T.  Langdon. 

Representatives  on  Students*  Union — Mr.  Arthur  F.  Dodd, 
and  one  other  to  be  chosen  by  the  Committee  when  elected. 


Committu — Messrs.  W.  R.  MacGregor,  A.C.A. ,  Harvey 
Blease,  A.C.A.,  Thos.  Robson,  A.C.A..  F.  R.  Raymont, 
W.  L.  Evans,  D.  E.  Garnett,  E.  C.  Orford,  T.  H.  Knowles, 
and  J.  W.  Clare. 


1Review0« 


Income  Tax  in  Relation  to  Accounts. 


By  E.  E.  Spicer  and  E.  C.  Pegler,  Chartered  Accountants. 


London,    1907  :     H.  Foulks  Lynch  &  Co.,  9  Fenchurch 
Street,  E.C.     Price  6s.  net. 
This  handbook — which,  exclusive  of  the  index  and  preface, 
comprises  but  80  pages — is  admittedly  written  for  the  con- 
venience of  students  rather  than  as  an  exhaustive  study  of  the 
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subject,  and  the  average  student,  who  has  a  rooted  objection 
against  reading  more  than  is  absolutely  necessary,  will  upon 
that  ground  doubtless  prefer  it  to  the  more  exhaustive  standard 
text-books.  The  arrangement  of  the  work  is  good,  and  it  is 
thoroughly  up  to  date— so  much  up  to  date  indeed  that  it 
includes  the  proposals  made  by  the  Chancellor  of  the 
Exchequer  in  the  course  of  his  Budget  speech  which  are 
comprised  in  the  Finance  Bill,  1907,  which  is  not  yet  passed 
into  law.  There  is,  of  course,  still  the  possibility  that  these 
proposals  may  be  more  or  less  amended  in  Committee,  but 
apart  from  this  risk  the  work  now  before  us  appears  to  be 
well  designed  to  serve  its  purpose,  and  will  doubtless  be 
popular  in  spite  of  its  somewhat  high  price. 


Bookkeeping  by  Double-entry. 


By   F.    A.    D.    Merges. 


London,  1906:  Effingham,  Wilson  &  Co.,  11  Royal 
Exchange,  E.C.  Price  6s. 
This  handbook,  which  is  printed  in  Indian  currency,  and 
is  therefore  doubtless  primarily  intended  for  Indian  readers, 
will  for  that  reason,  if  for  none  other,  be  found  of  interest  to 
those  who  make  a  study  of  the  varying  methods  in  use  in 
different  parts  of  the  world.  Shortly  stated,  the  system 
described  is  the  old  system  of  posting  everything  through  a 
Journal,  here  called  a  Transfer  Book,  with  the  modification 
that,  while  the  accounts  to  be  debited  and  credited  are 
clearly  indicated,  the  nature  of  the  transactions  is  equally 
clearly  stated  in  concise  and  businesslike  language.  The 
book,  which  in  other  respects  is  somewhat  commonplace,  is 
printed  in  two  colours,  and  excellently  got  up. 


Stock  Exchange  Ten  Year  Record  of  Prices  and 
Dividends. 


By  F.  C.  Mathieson   &  Sons. 


London,  1907 :  F.  C.  Mathieson  &  Sons,  16  Copthall 
Avenue,  E.C.  Price  los.  net. 
This  work,  which  deals  with  the  years  1897  to  1906 
inclusive,  embraces  all  the  securities  of  which  transactions 
have  been  officially  recorded  for  two  or  more  years,  showing 
the  highest  and  lowest  price  in  each  year,  and  the  amount 
of  dividend  paid.  The  information,  which  is  shown  in 
tabular  form,  is  extremely  clear  and  readily  available  for 
comparison.  It  is  well  got  up  and  carefully  printed,  and 
will  doubtless  prove  the  most  useful,  as  it  undoubtedly  is 
the  most  comprehensive,  publication  of  its  kind  that  has  yet 
been  issued. 


(S^bttuan?* 


Alfred  Revell,  A.C.A. 

We  regret  to  announce  the  death  of  Mr.  Alfred  Re\-cll, 
Chartered  Accountant,  Huddersfield,  which  took  place  on 
the  29th  ult.,  at  the  age  of  61  years,  from  heart  affection,  from 
which  he  had  suffered  some  time.  Deceased  started  his 
career  in  the  service  of  the  late  Mr.  Fred  Carter,  acconntant. 
and  for  about  21  years  had  carried  on  the  business  of 
accountant  on  his  own  account  at  Armitage's  Bnildings, 
New  Street,  and  recently  at  the  Prudential  Buildings. 
Huddersfield.  He  was  a  man  of  strict  integtity,  of  a  quiet 
disposition,  and  universally  respected  by  all  who  came  in 
contact  with  him,  either  in  business  or  private  life.  He 
leaves  four  sons  and  one  daughter. 


petBotiaL 


Messrs.  Harold  W.  Revell  and  Frank  E.  Revell, 
C.A.,  of  Prudential  Buildings,  New  Street,  Huddersfield, 
in  announcing  the  death  of  their  father,  state  that  the  prac- 
tice will  be  carried  on  by  them  under  the  same  style  9s 
before. 

With  reference  to  the  dissolution  of  partnership  of  Messrs. 
Snowden  &  Stringer.  Bradford,  noticed  in  our  personal 
column  last  week,  Mr.  Snowden  will,  in  future,  practise  at 
3  Booth  Street,  Bradford. 


Compantes  3BUI,  ld07« 


Report  of  tlie  Committee  of  tiie  Liverpool 
Society  of  Cliartered  Accountants. 


In  considering  this  Bill,  the  Committee  desire  to  refer 
to  the  position  which  has  been  attained  by  companies 
registered  under  the  Act  of  1862  and  other  Acts  incor- 
porated therewith.  It  is  admitted  these  Acts  have  given  a 
great  impetus  to  the  development  of  the  trade  of  the 
country. 

The  report  of  the  Company  Law  Amendment  Committee, 
presented  in  June  1906,  states  that  there  are  more  than 
40.000  companies  in  existence,  with  an  aggregate  capital  of 
^'2,000,000,000,  and  the  debentures  and  debenture  stock  of 
these  companies  aggregate  some  hundreds  of  millions  of 
pounds. 

This  report  also  gives  some  comparative  figures,  of  which 
the  following  is  an  extract :  — 
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Companies  Registered  . . 


Capital— Prospectus  filed  and 
Certificate  to  commence  given 
Do.    No  Certificate 

No  issue  to  Public— Declaration 
filed  to  this  effect 

No  Declaration  or  Prospectus 
(filed) 


Average  Capital.. 


1904 

1905 

10  Years 
1896-X905 

3»478 

3.967 

40,594 

£ 

£ 

£ 

12,798.795 

1,835.075 

20.670,760 

2,87»,5oo 

64.867,515 

82,752,256 

4,413.303 

«,36x,527 

£83,914.688 

108,655.043 

1,832,040,187 

£24,127 

27.390 

45.131 

The  following  figures  are  extracted  from  the  fifteenth 
general  annual  report  by  the  Board  of  Trade  issued  in  July 
1906: — 


Liquidations— Number   of  Com- 
panies          


Capital— Public 


1904 


1,600 

£ 
22,249.335 


Vendors 32.594,141 


I  £54.843.476 


Average  Capital 


£34,277 


1905 


1.693 

25,062,960 
25,032,309 


50,095,269 


29,589 


10  Years 
1896-Z905 


16,363 

£ 
278,497,663 
335,912,799 


6x4,410,462 


37,549 


These  figures  show  that  new  companies  are  being  formed 
at  a  rate  of  capital  equal  to  three  times  that  proportion 
which  passes  into  liquidation. 

The  Committee  of  the  Society  submit  these  statistics  in 
order  to  emphasise  the  necessity  for  giving  every  possible 
encouragement  to  the  development  of  trading  by  means  of 
limited  liability  companies,  and  at  the  same  time  to  show 
the  importance  of  avoiding  legislation,  whereby  vexatious 
or  irksome  restrictions  would  be  imposed  upon  that  large 
proportion  of  limited  liability  companies  which  it  is  acknow- 
ledged are  conducted  efficiently  and  honestly. 

For  instance,  Clause  23,  requiring  registration  of  Balance 
Sheets,  is,  in  the  opinion  of  this  Committee,  distinctly 
undesirable.  The  presumed  object  of  this  clause  is  to 
protect  the  interests  of  the  unsecured  trading  creditors. 
The  effect  of  the  clause,  no  doubt,  will  be  that  Balance 
Sheets  of  companies  will  be  published  broadcast  through 
the  medium  of  trade  organisations  and  trade  protection 
societies.  They  will  thus  come  to  the  knowledge  of  rivals 
in  trade  and  others,  which  might  seriously  prejudice  the 
interests  of  the  companies. 

If  the  registration  of  Balance  Sheets  be  admitted  as  a 
principle,  its  application  ought  not  to  be  restricted  merely 
to  limited  liability  companies. 

In  the  opinion  of  this  Committee  the  registration  of 
Balance  Sheets  would  retard  the  development  of  trade  by 


preventing  the  conversion  of  many  private  concerns  into 
limited  liability  companies. 

It  is  considered  that  the  unsecured  creditors  in  limited 
liability  companies,  to  whom  Balance  Sheets  are  not 
already  available,  is  only  a  small  percentage  of  the  actual 
capital  involved,  and  does  not  justify  so  important  a  depar- 
ture to  the  probable  disadvantage  of  the  remaining  capital 
interested. 

If  it  should  be  decided  that  Balance  Sheets  of  companies 
should  be  registered,  the  Committee  feel  that  the  right  of 
inspection  of  these  Balance  Sheets  should  be  very  carefully 
restricted,  so  that  only  those  having  an  interest  therein 
shall  have  access  to  them. 

Clause  II,  Subsection  i  (^).— The  Committee  approve  this 
subsection,  provided  that  registration  of  transactions,  such 
as  the  following,  would  not  be  required : — 

(i)  In  some  cases  for  the  purpose  of  carrying  out  the 
work  under  a  contract,  the  payments  for  which  extend 
over  a  long  period,  an  advance  is  arranged  through  a 
banker,  or  otherwise,  a  charge  on  the  ultimate  amount 
receivable  under  the  contract  being  given  by  way  of 
security. 

(2)  In  other  cases,  where  advances  have  been  made 
against  merchandise  in  warehouse  (the  documents  being 
held  by  the  lender  as  security),  the  charge  on  the 
merchandise  is  released  when  the  goods  are  sold,  and  is 
substituted  by  an  undertaking  to  pay  to  the  lender  the 
proceeds  of  the  sale  immediately  and  specifically  as 
received. 

In  cases  such  as  these,  which  are  common  transactions  in 
business,  registration  would,  in  the  opinion  of  this  Com- 
mittee, seriously  interfere  with  this  method  of  obtaining 
advances,  and  would,  therefore,  be  detrimental  to  the  usual 
course  of  trade. 
Clause  20.  Section  2. — The  fee  of  is.  is  inadequate. 

Clause  21  (5). — The  Committee  consider  that  the  words 
"or  other  officer  of  the  company  "  should  be  deleted,  as 
they  might  mvolve  officers  who  are  not  responsible  for  the 
issue  of  the  Balance  Sheet. 

Clause  23. — Omit  this  clause.  The  objections  to  registra- 
tion of  Balance  Sheets  are  dealt  with  in  previous 
observations. 

Clause  25. — This  clause  should  be  made  to  apply  only  to 
future  issues  of  debentures,  as  the  right  of  present  deben- 
ture-holders  to  receive  Balance  Sheets  of  the  company  will 
have  been  determined  in  the  arrangement  for  the  issue  of 
those  debentures. 

Clause  26. — The  objection  as  to  the  responsibility  of 
"other  officer  of  the  company'*  would  apply  here  as  in 
Clause  21  (5). 
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Clause  39  (i)  (6).— The  particulars  of  debentures,  issued 
either  to  the  public  or  privately,  are  already  required  to  be 
iuUy  notified  to  the  public  through  the  medium  of  the 
register.  In  the  opinion  of  the  Committee,  therefore,  the 
words  "  or  debentures  "  should  be  deleted  from  this  sub- 
section, and  that  a  company  should  be  entitled  to  issue 
debentures  to  the  public,  and  still  remain  a  private 
company. 

This  Committee  are  of  opinion  that  a  clause  should  be 
added  to  this  Bill  to  provide  that : — 

The  rules  and  regulations  as  applied  to  the  appointment 
of  a  liquidator  under  a  compulsory  winding-up  order 
should  apply,  as  far  as  possible,  to  his  appointment  under 
a  voluntary  winding-up,  so  that  the  creditors  of  a  limited 
liability  company,  as  well  as  the  shareholders,  shall  have 
a  voice  in  the  appGantoieBt.of  liquidator,  and  that  the  law 
should  be  amended  accordingly.  * 

BSN.   COOXSON, 

Pruidtni. 

W.    E.    MOUNSBY, 

Hon,  Secretary. 
Liverpool,  yith  May  1907. 


f  aUure0  an&  Xtll0  ot  Sale  in  £n0[an& 
an&  TISlaleB* 


According  to  Kemp's  MercanHU  GautU,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday.  June  7th,  was  164,  viz.:— 
New  Bankruptcy  Proceedings  published  in  the  London  GautUt 
91 ;  Deeds  of  Arrangement  registered,  73.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were: 
Bankruptcies,  64;  Deeds  of  Arrangement,  64— total,  128; 
being  an  increase  of  36.  The  total  number  of  commercial 
failures  recorded  daring  the  23  weeks  of  the  present  year  is 
3,541 ;  the  total  number  recorded  in  the  corresponding  23 
weeks  of  last  year  was  3,853,  showing  a  decrease  of  312. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
June  7th,  was  147.  The  number  in  the  corresponding  week 
of  last  year  was  106,  showing  an  increase  of  41.  The  total 
number  filed  daring  the  23  weeks  of  the  present  year  is  3,440 ; 
the  total  number  filed  in  the  corresponding  23  weeks  of 
last  year  was  3,466,  showing  a  decrease  of  26. 


Debentures. 


The   Mortgages   and    Charges    registered    by    limited 
'X)mpanie8  in  England  and  Wales  daring  the  week  ending 


Friday,  June  7ch,  amounted  to  ;f98o,69o,  by  way  of 
addition  to  /i. 566,475,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  coccespoiiding 
week  of  last  year  was  /i  ,008,588,  showing  a  decreaae  of 
;f27,898.  The  total  amount  registered  daring  the  23 
weeks  of  the  present  year  is  ^46,622,356  (in  a/ddi^ti^n  to  the 
issues  in  previous  years  by  the  same  oompaniea),  as 
compared  with  ^38,595,21 7  for  the  corresponding  23  weeks 
in  1906,  showing  an  increase  of  ^(8,027, 139. 


The  Profession  in  Scotland. 


Glasoow  Cbattetet)  Hcconntaitts 
StuDetits'  Society. 


Further  Reforms  in  Compcny  Law. 


By  H.  P.  Macmillan,  Advocate,  Edinbnrgh. 


A  PAPER  read  before  the  above  Society  loth  January  1907. 


It  is  barely  six  years  since  I  had  the  pleasure  of 
addressing  an  audience  in  this  hall  on  the  subject  of  the 
Companies  Act  of  1900,  and  the  reforms  which  that  statute 
was  designed  to  effect  in  our  code  of  company  law.  I 
therefore  canmot  but  feel  to-night  that  it  is  a  somewhat 
depressing  commentary  on  the  e£Gicacy  of  company  legis- 
lation in  general  that  after  so  short  an  interval  I  should 
find  myself  once  more  asking  your  attention  for  a  little 
to  the  topic  of  company  law  reform.  The  Statute  of  1900, 
as  you  know,  was  the  outcome  of  the  most  anxious  investi- 
gation of  the  defects  which  the  experience  of  a  generation 
had  revealed  in  our  system  of  company  administration, 
and  of  the  abuses  to  which  those  defects  had  given  rise. 
Probably  few  Bills  of  modern  tiones  have  been  the  subject 
of  more  deliberation.  Its  clauses  were  scrutinised  word 
by  word  by  Parliamentary  Committees,  Chambers  of  Com- 
merce, and  legal  and  commercial  bodies  of  every  kind 
throughout  the  length  and  breadth  of  the  land,  and  when 
the  Bill  at  last  reached  the  Statute  Book  it  was  greeted 
on  almost  all  hands  as  heralding  a  new  heaven  and  a  new 
earth  for  the  investing  public,  and,  if  I  may  be  permitted 
to  say  so,  a  new  inferno  for  the  fraudulent  promoter  and 
the  dishonest  director.  Yet  within  the  short  space  of  five 
years*  time  we  find  the  Board  of  Trade  on  8th  February 
1905  appointing  a  large  Committee  of  eminent  and 
experienced  persons  "to  inquire  what  amendments  are 
necessary  in  the  Acts  relating  to  joint-stock  companJes," 
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and  these  gentleoken  ha^e  found  so  extensive  a  sphere  for 
their  labours  that  their  report  extends  to  thirty-two  folio 
pages  of  print. 

The  fact  of  the  matter  is  that  the  task  of  company  legis- 
lation is  without  doubt  one  of  the  most  delicate  and 
anxious  that  falls  to  the  lot  of  Parliament,  and  one  in 
which  it  is  perhaps  more  difficult  than  in  any  other  to 
reach  finality.  The  avowed  object  of  all  such  legislation 
has  been,  on  the  one  hand,  the  fostering  and  encourage- 
ment of  joint-stock  enterprise ;  and,  on  the  other  hand,  the 
effectual  repression  of  illegitimate  practices.  But 
experience  has  shown  that  measures  intended  to  encourage 
legitimate  enterprise  have  too  often  proved  actually 
repressive  in  result,  while  legislative  remedies  for  abuses 
are  notoriously  apt  to  turn  out  worse  than  the  abuses  they 
are  administered  to  heal. 

The  modern  joint-stock  company  is  the  product  of  a  pro- 
longed process  of  evolution,  and  it  was  only  after  many 
tentative  and  only  partially  successful  efforts  that  in  1862 
there  was  passed  the  Companies  Act  of  that  year,  which 
created  the  limited  liability  company  in  the  form  in  which 
we  know  it.  That  statute  is  universally  admitted  to  have 
been  exceedingly  well  conceived,  and  for  many  years  it 
appeared  to  have  succeeded  in  finally  adjusting  a  perfect 
instrument  for  the  promotion  of  industrial  development 
combining  all  the  advantages  of  co-operative  effort  and 
absence  of  individual  risk  with  the  provision  of  adequate 
safeguards  for  the  protection  of  the  public.  The  best  testi- 
mony to  the  merits  of  the  Act  is  to  be  found  in  the  fact  that 
until  1900  it  was  not  found  necessary  to  make  any  material 
amendment  in  principle  upon  its  provisions,  the  thirteen  inter- 
vening company  statutes  being  for  the  most  part  concerned 
with  administrative  details.  But  no  legislation,  however 
excellent,  can  hope  to  serve  for  all  time,  and  the  changes 
and  developments  of  recent  commercial  enterprise,  and 
perhaps  more  especially  the  enterprise  of  unscrupulous 
persons  whose  ingenuity  had  discovered  methods  of 
evading  or  abusing  the  existing  law,  seemed,  about  the 
close  of  last  century,  to  call  for  the  revision  of  part  at  least 
of  the  law  so  well  and  truly  laid  down  in  1862. 

The  Legislature  accordingly  set  its  hand  to  the  task,  and 
the  Act  of  1900  was  the  result.  That  statute  has 
undoubtedly  cleared  up  somie  points  which  were  previously 
dubious,  and  it  has  also  served  to  check  some  of  the  more 
rampant  abuses  at  which  it  was  aimed.  But  it  is  to  be 
feared  that  many  of  its  anxiously  framed  sections  have 
done  little  more  than  illustrate  the  dangers  of  even  the 
best  meant  legislative  intervention.  The  commercial  world 
is  exceedingly  sensitive  to  the  slightest  displacement  in  the 
existing  state  of  things.  Abuses  may  be  deplored,  but 
changes,  especially  changes  whose  precise  effect  cannot  be 
foretold  with  certainty,  are  perhaps  even  more  dreaded. 


The  statistics  of  company  promotion  immediately  before  and 
rnuDodiaAely  after  the  passing  of  the  Act  of  1900  afford 
umnistakable  proof  of  the  truth  of  whaA  I  have  said.  In 
1900,  the  year  before  the  Act  came  into  operation,  4,509 
companies  were  negistered,  with  a  nominal  capital  of  over 
ao6  tnillions.  In  the  following  year,  the  first  year  of  the 
new  Act's  operation,  the  figures  fell  to  3.132  companies, 
with  a  capital  of  137  millions,  and  in  no  year  since  have 
the  figures  of  company  promotion  reached  anything  like 
the  magnitude  of  those  recorded  before  the  passing  of  the 
new  Act,  although  it  is  satisfactory  to  observe  from 
recently  published  figures  tihat  in  the  year  just  closed  there 
has  been,  at  least  in  Scotland,  greater  activity  in  this 
department  than  in  any  of  the  years  since  1900.  It  cannot 
be  said  that  the  falling-off  in  the  birth  rate  of  companies 
of  late  years  is  attributable  to  the  fact  that  the  stringent 
provisions  of  tiie  Act  of  1900  have  prDvented  the  coming  into 
existence  of  bogus  and  dishonest  companies,  and  that  the 
smaller  figures  accordingly  represent  the  residuum  of  bond 
fide  and  legitinrnte  promotions,  for,  unfortunately,  the 
recent  annual  reports  of  the  Board  of  Trade  under  the 
Winding-up  Act  convey  no  such  consolatory  message. 
After  all  other  adinentitious  causes — such  as  the  Boer  war, 
the  depression  of  trade,  and  tbe  doubling  in  1899  of  the 
ad  valorem  duty  on  the  registration  of  companies — ^have 
been  eliminated  it  must,  I  thdnk,  be  conceded  that  the  Act 
of  1900  has  had  a  repiessi^  effect  even  on  legitimate  com- 
pany promotion,  from  which  some  measure  of  recovery 
is  only  now  beginning  to  show  itself.  This,  then,  is  the 
risk  of  company  legislation,  that  in  the  honest  endeavour 
to  curb  existing  abuses  obstacles  may  be  placed  in  the  way 
of  legitimate  enterprise,  and  disturbing  elements  intro- 
duced into  our  great  system  of  company  trading.  When  it 
is  remembered  that  at  the  present  moment  not  less  than 
two  thousand  millions  of  capital  are  invested  in  British 
joint-stock  companies  it  will  be  readily  appreciated  that  a 
system  which  has  done  so  much  to  stimulate  British  trade 
and  to  augment  the  wealth  of  the  community  ought  not 
liS^ly  to  be  interfered  with,  even  by  the  best  inteotioned 
legislators.  That  the  Act  of  1900  has  not  succeeded  in 
avoiding  the  risk  incidental  to  all  such  legislative  inter- 
vention is  perhaps  best  evidenced  by  the  fact  that  the 
further  reforms  in  company  law  which  have  of  late  been 
proposed,  and  some  of  which  we  shall  to-night  consider, 
are  for  the  most  part  reforms  of  the  innovations  introduced 
in  1900. 

One  of  the  most  conspicuous  of  the  innovations  of  the 
1900  Act  was  the  statutory  recognition  for  the  first  time 
of  the  distinction,  already  well  recognised  in  practice, 
between  public  and  private  companies.  The  numerous 
and  stringent  lequirements  of  the  Act  in  the  matter  of  the 
disclosure   of   detailed   information  ^on    the   part  of   the 
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promoters  of  companies  were  designed  to  afiford  the  public 
the  amplest  means  of  satisfying  themselves  as  to  the 
soundness  of  the  concerns  to  which  they  were  invited  to 
confide  their  capital.  On  the  other  hand,  it  was  thought 
that  in  the  case  of  companies  which  did  not  invite  the 
public  to  subscribe  for  their  shares  it  was  unnecessary  to 
exact  the  same  precautions.  The  statute  accordingly 
exempted  the  lotiter  class  of  companies  from  many  of  the 
provisions  of  tto  Act,  and  thus  divided  companies  into 
those  which  do  and  those  which  do  not  issue  an  invitation 
to  the  public  to  subscribe  for  their  shares,  a  classification 
roughly  correspoinding  to  the  popular  distinction  between 
public  and  private  companies.  Unfortunately,  the 
exemptions  conferred  on  the  latter  class  of  companies 
have  had  effects  which  were  not  foreseen,  and  have  opened 
the  door  to  serious  evasions  of  the  Act.  A  practice  has 
sprung  up  on  the  part  of  companies,  to  whom  the  dis- 
closure of  thieir  devious  methods  would  be  inconvenient,  of 
filing  a  declaration  that  they  do  not  issue  any  invitation  to 
the  public  to  subscribe  for  their  shares,  and  thus  escaping 
the  necessity  of  disclosing  the  details  of  their  financial 
position  which  is  imposed  on  all  companies  which  do 
issue  a  prospectus  to  the  public.  Having  commenced  busi- 
ness thus  on  thie  footing  and  with  the  privileges  of  a  private 
company,  the  concern  proceeds  to  convert  itself  to  all 
intents  and  purposes  into  a  public  company,  the  device 
commonly  adopted  being  for  the  vendor  to  take  a  large 
block  of  the  shares,  credited  as  fully  paid  up,  as  the  considera- 
tion for  the  sale  of  his  property  to  the  company,  and  then  to 
dispose  of  lihese  shares  on  the  Stock  Exchange  or  privately, 
theieby  intxodxicing  a  large  body  o<f  outside  shareholders 
into  the  concern.  In  such  a  case  the  company  has,  it  is 
true,  issued  no  invitation  to  the  public  to  subscribe  for 
its  shares,  but  the  same  result  has  been  brought  about  as 
if  it  had ;  with  this  very  important  difference,  that  the  out- 
side investors  who  have  in  this  way  become  shareholders 
have  been  denied  all  the  infonnation  relative  to  pre- 
liminajy  conibracts,  the  amount  of  the  purchase-money, 
and  many  other  material  facts  which  would  have  been 
available  to  them  had  the  company  in  the  usual  straight- 
forward way  invited  them  to  subscribe  for  its  shares. 
It  may  be  said  that  pe^ns  who  choose  to  buy  shares 
on  this  footing  have  only  themselves  to  thank  if  they  find 
themselves  defrauded,  but  the  better  opinion  is  that  certain 
nxxlifications  of  the  provisions  of  the  Companies  Act  of 
1900  should  be  made  in  the  case  of  companies  not  issuing 
any  invitation  to  the  public  to  subscribe,  which  should 
prevent  the  perversion  of  the  exemptions  enjoyed  by  such 
companies.  Accordingly  the  Board  of  Trade  Committee 
recommend  that  every  company  which  commences  busi- 
ness without  issuing  any  prospectus  should  be  compelled 
to  file  a  statement  containing  information  similar  to  what 


Section  10  requires  to  be  disclosed  in  all  prospectnses,  so 
that  intending  shareholders  and  creditors  of  the  company 
should  have  the  means  of  knowing  its  true  character.  At  the 
same  time,  the  majority  of  the  Committee  do  not  think  it 
desirable  that  the  genuine  private  company  properly  so 
called  should  be  compelled  to  file  such  a  statement.  As  at 
present  there  is  no  statutory  definition  of  a  private  com- 
pany, the  only  distinction  recognised  by  the  Act  of  1900 
being  between  companies  which  do  and  companies  which 
do  not  issue  any  invitation  to  the  public  to  subscribe  for 
their  shares,  the  necessary  sequel  to  this  recomroendatioa 
appears  to  be  the  enactment  of  some  definition  of  a  private 
company.  The  definition  suggested  by  the  Committee  is 
**a  company  consisting  of  not  more  than  thirty  members, 
"and  by  its  regulations  restricting  the  right  of  transfer 
"of  shares,  and  prohibiting  (a)  the  increase  of  the  number 
"of  its  members  to  more  than  thirty,  and  {b)  any  invita- 
"tion  to  the  public  to  subscribe  for  any  shares,  debentures. 
"  or  debenture  stock  of  the  company."  It  humbly  appears 
to  me  that  the  best  course  to  adopt  would  be  to  delete  from 
the  1900  Act  the  exceedingly  ambiguous  distinction  which 
runs  through  it  between  companies  which  do  and  com- 
panies which  do  not  issue  any  invitation  to  the  public  to 
subscribe  for  their  shares,  and  in  place  thereof  to  adopt 
the  above  definition,  dividing  companies  on  the  basis 
thereof  into  public  and  private  companies  respectively. 
Not  only  would  this  give  recognition  and  precision  to  a 
distinction  already  well  established  in  ordinary  business 
parlance,  but  by  making  this  distinction  the  test  of  the 
extent  of  disclosure  required  of  companies  it  would  also, 
on  the  one  hand,  relieve  the  genuine  private  company  from 
embarrassing  disclosures  of  its  affairs  to  the  public  ;  and, 
on  the  other,  compel  disclosure  on  the  part  of  all  com- 
panies seeking  directly  or  indirectly  the  support  of  public 
money  of  all  the  information  which  the  public  are  entitled 
to  possess  before  entrusting  their  money  to  them.  Pro- 
vision would,  of  course,  be  made  for  any  private  company 
converting  itself  into  a  public  company,  if  it  so  desired, 
on  publishing  the  necessary  information.  It  is  the  public 
whom  the  law  is  concerned  to  protect,  and  therefore,  so 
far  as  the  investing  or  speculating  public  is  concerned,  it 
is  only  the  company  which  appeals  to  the  public  which 
miust  be  compelled  to  pay  in  disclosure  for  its  privilege  of 
obtaining  public  support.  The  true  private  company,  on 
the  other  hand,  obtains  its  capital  from  a  small  and  inti- 
mate circle,  who  are  all  familiar  with  its  character  and 
circumstances,  and  to  compel  public  disclosure  of  its 
private  affairs  would  be  merely  detrimental. 

There  is,  however,  another  and  very  important  class  of 
persons  besides  the  shareholders  who  deserve  protection, 
and  for  whom  protection  is  just  as  necessary  in  tiie  case 
of  public  as  of  private  companies,  and  that  is  the  creditors 
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of  the  company.  Persons  who  supply  goods  to  private 
individuals  have  in  general  the  means  of  satisfying  them- 
selves generally  of  their  ability  to  pay  for  them.  In  the 
case  of  companies  such  information  is  not  so  readily 
accessible,  and  the  Committee  are  accordingly  of  opinion 
unanimously  that  every  public  limited  company,  and  by  a 
majority  that  every  private  limited  company,  "ought  to 
"be  required  to  file  periodically  a  statement  of  its  affairs 
"in  the  form  of  a  Balance  Sheet,  containing  a  summary 
"of  its  capital,  its  liabilities,  and  its  assets,  giving  such 
'*  particulars  as  may  generally  disclose  the  nature  of  such 
"liabilities  and  assets,  and  how  the  values  at  which  the 
"fixed  assets  stand  are  arrived  at."  Certainly  the  criterion 
of  distinction  between  the  two  classes  of  companies  which 
is  set  up  by  the  1900  Act  is  in  any  case  unsatisfactory,  for 
it  involves  the  interpretation  of  that  very  vague  term  "the 
public,**  as  to  which  there  has  already  been  considerable 
litigation  in  the  Courts.  It  is  clearly  important  that  this 
matter  should  not  be  left  dependent  on  the  construction 
in  each  individual  case  of  so  fluid  a  term.  The  private 
company  is  not  adequately  defined  as  a  company  not 
issuing  any  invitation  to  the  public  to  subscribe  for  its 
shares ;  It  has  other  features  scarcely  less  essential  to  its 
definiton.  The  matter  is  one  of  importance,  for  recent 
statistics  show  that  the  so-called  private  company  is 
becoming  an  exceedingly  popular  institution.  Thus  in 
Scotland  last  year,  out  of  327  companies  registered  only 
55  were  public  companies,  most  of  the  remaining  com- 
panies being  cases  of  the  conversion  into  limited  concerns 
of  private  firms,  which,  of  course,  did  not  desire  the  par- 
ticipation of  the  public.  Indeed,  after  the  passing  of  the 
1900  Act  the  previously  familiar  company  prospectus, 
which  used  to  supply  so  large  a  part  of  the  contents  of  our 
wastepaper  baskets,  was  almost  threatened  with  extinction. 
In  1904  the  percentage  which  the  capital  of  companies 
issuing  a  prospectus  bore  to  the  total  capital  of  the  com- 
panies registered  in  that  year  fell  so  low  as  15}  per  cent. 
More  recently,  however,  there  are  signs  of  the  prospectus 
once  more  coming  into  vogue,  though  the  percentage  for 
1905  was  still  so  low  as  1903. 

In  this  connection  another  grievance  of  the  unsecured 
creditor  may  be  referred  to — namely,  the  form  of  security 
known  as  the  "  floating  charge,*'  on  which  a  large  part  of 
the  capital  of  many  companies  stands  secured.  A  floating 
charge  is  a  charge  not  on  any  specific  property  of  a  com- 
pany, buit  upon  the  whole  assets  of  the  company  for  the 
time  being,  irrespective  of  any  changes  which  may  take 
place  in  the  nature  of  these  assets  in  the  ordinary  course 
of  business.  It  leaves  the  company  unfettered  in  its 
administration  of  its  affairs  until  the  creditor  in  the  charge 
intervenes,  but  whenever  the  company  ceases  to  carry  on 
business,  or  goes  into  liquidation,  ox  is  put  in  the  hands 
of  a  receiver,  the  charge  becomes  fixed  and  specific,  and 


attaches  for  behoof  of  the  creditor  all  the  assets  of  the 
company  as  then  existing.  Such  a  chaiige  is  ineffectual  in 
Scotland,  for  Scots  law  does  not  recognise  the  validity  of 
indefinite  securities  of  this  kind  (Clark  v.  West  Calder  Oil 
Co.,  1882,  9  R.  1017)  ;  but  in  England  they  are  so  well 
recognised  that  it  has  been  said  that  "some  hundred 
"millioos  of  money  are  now  outstanding  invested  on  the 
"  security  or  part  security  of  floating  charges.** 

Observe,  now,  how  hardly  the  existence  of  this  kind  of 
security  may  bear  upon  a  creditor.  If,  being  unable 
to  get  payment  from  a  company  for  goods  supplied  to  it, 
be  resorts  to  an  ordinary  action,  obtains  decree,  and  pro- 
ceeds to  enforce  his  decree  by  diligence  against  the  pro- 
perty of  the  company,  the  holders  of  the  floating  charge 
at  once  present  themselves  and  apply  for  the  appointment 
of  a  receiver,  on  the  ground  that  their  security  is  being 
jeopardised.  The  result  is  that  the  whole  of  the  existing 
assets  of  the  company,  including  probably  the  very  goods 
which  the  unpaid  creditor  has  supplied,  are  swept  away, 
and  the  creditor  is  left  with  the  sorry  prospect  of  getting 
payn«nt  of  his  debt  out  of  anything  v^ich  may  be  left 
over  after  the  holder  of  the  floating  charge  has  satisfied 
his  claims  in  full.  This  is  what  happened  in  the  typical 
case  of  The  London  Pressed  Hinge  Co.,  Lim,  ([1905] 
I  Ch.  576),  and  the  remarks  of  Mr.  (now  Lord)  Justice 
Buckley  in  that  case  indicate  the  gravity  of  the  grievance. 
In  appointing  a  mceiver  there,  he  said,  "  I  am  unable  upon 
"the  authorities  to  find  anything  to  enable  me  to  put  a  stop 
"to  what  I  feel  to  be  an  injustice.  It  is  an  injustice  arising 
"from  the  nature,  as  defined  by  the  authorities,  of  a  float- 
"ing  security.  The  mischief  arises  from  the  fact  that  the 
"law  allows  a  charge  upon  all  future  property.  The 
•  subject,  however,  is  one  which,  I  think,  urgently  requires 
"attention.  ...  It  is  not  for  me  to  say  whether  the 
"matter  requires  the  attention  of  the  Legislature." 

Apparently,  however,  the  Legislature  is  not  to  respond  to 
this  very  broad  judicial  hint,  and  that  for  the  season  which 
stands  in  the  way  of  giving  effect  to  so  many  other  sugges* 
tions  for  reform — ^viz.,  that  restrictive  legislation  would 
put  an  obstacle  in  the  way  of  an  expedient  of  great  prac- 
tical convenience  to  the  generality  of  honest  companies, 
which  would  be  altogether  out  of  proportion  to  the  hard- 
ships to  which  its  abuse  leads  in  dishonest  cases.  Hard 
ca^es,  it  is  said,  make  bad  law,  and  they  may  also  make  bad 
l^islation .  The  floating  charge,  it  is  urged,  has  been  in  such 
widespread  use  for  the  past  thirty  years  or  so  as  to  have 
become  "an  integral  part  of  our  commercial  system,'*  and 
has  proved  of  such  great  utility  when  legitimately  used  for 
obtaining  capital  that  its  statutory  abolition  would 
seriously  interfere  with  company  enterprise.  Three 
members  of  the  Committee,  however,  were  in  favour  of  the 
abolition  of  the  floating  charge,  not  only  on  the  ground  of 
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its  injustioe  to  creditors  and  of  the  unfair  advantage 
which  it  gives  to  trading  companies,  in  the  matter  of 
obtaining  capital,  over  individual  traders  who  cannot 
borrow  money  in  the  same  way,  but  also  because  it  renders 
reckless  borrowing  and  reckless  trading  too  easy  on  the 
part  of  companies  which,  unlike  individual  traders,  have 
not  before  them  the  fear  of  loss  of  reputation  by  insol- 
vency, which  operates  as  so  wholesome  a  restraint  in  the 
case  of  the  individual  trader.  The  minority  of  three  also 
draw  attention  to  what  they  justly  term  a  "very  grave 
scandal,"  to  wthdch  the  recognition  of  the  validity  of  float- 
ing charges  leads,  whereby  an  individual  trader  is  enabled 
to  avoid  all  the  risks  incidental  to  individual  trading.  All 
he  has  to  do  is  to  convert  his  business  into  a  "one-man 
company,"  with  the  assistance  of  six  members  of  his 
family.  As  vendor  of  the  business  to  the  company  (which 
is  just  an  alias  for  himself)  he  fixes  the  purchase-price  at 
a  sum  which  represents  an  exaggerated  view  of  its  value, 
and  takes  payment  thereof  partly  in  debentures  secured  by 
a  floating  charge  over  the  whole  assets  of  the  company 
and  partly  in  fully  paid-up  shares.  Beyond  the  six  shares 
which  the  other  six  signatories  of  the  memorandum  require 
to  take,  no  shares  are  issued  except  those  which  the 
vendor  takes  in  part  payment  of  the  price  of  the  business. 
If  all  goes  well  (the  promoter  takes  the  whole  profits  in  the 
shape  of  interest  on  his  debentures  and  shases;  while  if 
the  business  proves  unsuccessful,  he  puts  bis  floating 
charge  into  execution  and  sweeps  up  for  himself  the  whole 
remaining  assets,  including  all  the  goods  and  plant  sup- 
plied by  unpaid  creditors.  In  short,  he  enjoys  "all  the 
"  benefit  of  private  ownership,  coupled  with  immunity  from 
"personal  liability."  In  the  fifteenth  general  annuid  report 
of  the  Board  of  Trade  under  the  Winding-up  Act  a  typical 
instance  of  such  a  fraud  upon  the  public,  which  occurred 
in  the  case  of  /.  T,  Beckettt  Lim,,  is  set  forth,  in  detail. 
In  spite,  however,  of  the  existence  of  such  admitted  and 
clamant  abuses,  the  majority  of  the  Committee  think  that 
the  abolition  of  floating  charges  would  do  more)  hanu  by 
hampering  the  financial  arrangements  of  the  great  body  of 
honest  com^panaes  than  it  wx>uld  do  good  by  putting  an  end 
to  the  comparatively  small  number  of  fraudulent  schemes 
to  which  the  legal  recognition  of  floating  charges  affords 
an  opening.  The  only  alleviation  suggested  is  the  far  from 
heroic  one  that  floating  charges  created  by  a  company 
within  three  mcMuths  of  its  being  wound  up  should  be 
invalid,  except  to  the  extent  of  the  cash  actually  advanced 
at  or  subsequently  to  the  creation  of  the  charge,  with 
interest  at  not  more  than  5  per  cent.,  unless  it  be  proved 
that  the  company  was  solvent  at  the  time  the  charge  was 
created.  And  some  good  also,  it  is  added,  may  result  from 
the  Committee's  recommendations  as  to  rendering  more 
effective  the  present  provisions  for  the  registration  of 


mortgages  and  charges  so  as  to  enable  traders  to  have 
better  means  of  acquainting  themselves  with  the  financial 
position  of  companies  with  which  they  propose  to  have 
dealings.  It  is  a  little  diflicuXt  to  appreciate  the  hesita- 
tion of  the  Committee  to  deal  more  drastically  with  the 
subject.  If  they  had  cast  their  eyes  across  the  Border  I 
think  they  would  have  been  able  to  satisfy  themselves  that 
company  enterprise  has  not  been  seriously  hampered  in 
Scotland  by  the  abseoice  of  floating  charges. 

Another  matter  which  has  exercised  the  minds  of  the 
Company  Law  Amendment  Committee  is  the  question  of 
underwriting  commission.  It  will  be  remembered  that 
prior  to  the  Act  of  1900  the  underwriting  by  a  company  of 
an  issue  of  its  own  shares  as  distinguished  from  the  pay- 
ment of  brokerage  for  placing  its  shares  was  regarded  as 
illegal,  as  being  tantamount  to  the  issuing  of  its  shares 
at  a  discount ;  and  in  consequence  the  practice  arose  for 
the  promoters  to  see  to  the  underwriting  of  the  company's 
shares,  with  the  almost  inevitable  result  that  the  under- 
writing commission  was  obtained  indirectly  from  the  com- 
pany in  the  form  of  an  addition  to  the  purchase-price. 
The  Act  of  1900,  by  Section  8,  placed  the  matter  on  a  more 
straightforward  basis  by  authorising  the  payment  of  under- 
writing commission,  provided  full  disclosure  of  the  fact 
and  of  the  amount  was  made  in  the  company's  articles  of 
association  and  prospectus.  The  Committee  are  satisfied 
that  this  concession  "was  judicious,  and,  speaking 
generally,  the  power  has  not  been  abused."  But  it  cannot 
be  said  that  this  reform,  any  more  than  any  other  reform, 
has  escaped  bringing  in  its  train  some  new  abuses,  and 
cases  have  been  known  to  occur  where,  taking  advanta^ 
of  this  new  power,  companies  have  paid  underwriting  com- 
mission to  the  tune  of  70,  or  even  80,  per  cent,  of  the  face 
value  of  the  shares.  This  is  issuing  shares  at  a  discount 
with  a  vengeance.  It  is  not  thought,  however,  that  even 
cases  of  this  sort  would  justify  the  laying  down  of  any 
arbitrary  fixed  legal  limit  for  the  payment  of  underwriting 
commission,  and  it  is  pointed  out  that  if  the  public  have  full 
intimation,  as  they  now  have,  of  the  amount  of  onder- 
writing  commission  to  be  paid  it  is  for  them  to  judge 
whether  they  care  to  embark  their  money  on  enterprises  of 
so  highSy  speculative  a  character  as  to  necessitate  for  their 
flotation  the  payment  of  extravagant  underwriting  charges. 
This  is  probably  a  good  answer.  The  aim  of  the  law  is 
rather  to  see  that  the  public  have  full  knowledge  of  the 
risks  they  run  in  entering  into  contracts  than  to  insure 
that  they  shall  not  enter  into  risky  contracts  at  all. 
Accordingly,  the  only  amendments  which  are  recommended 
in  this  branch  of  the  subject  are  (i)  that  where  underwriting 
commission  is  paid  in  respect  of  the  issue  of  debentures 
(which,  it  will  be  kept  in  mind,  could  always  even  before 
the  1900  Act  be  issued  at  a  disconnt),  particulars  of  such 
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commission  should  be  filed  with  the  Registrar  as  in  the  case 
of  share  capital ;  (2)  that  the  payment  of  underwriting  com- 
mission should  be  disclosed  not  only  in  the  articles  and  pro- 
spectus, but  also  in  the  annual  summary  published  after  the 
payment  thereof »  and  in  the  annual  balance  sheet  until 
written  off ;  (3)  that  the  vendor  to  a  company  should  be 
authorised  to  pay  underwriting  commission »  as  well  as  the 
company  itself,  always  provided  full  disclosure  is  made; 
and  (4)  that  the  payment  of  commission  should  be 
authorised  in  the  case  of  companies  not  offering  their 
shares  to  the  public,  including  the  case  of  companies  recon- 
structing when  the  shares  in  the  new  company  are  offered  to 
the  old  shareholders,  who,  of  course,  are  not  the  public. 

An  important  matter,  in  which  there  is  room  for  some 
mitigation  in  the  severity  of  the  penalising  sections  of  the 
Act  of  1900,  is  the  question  of  directors'  liability.  Nothing 
is  more  desirable  in  the  interests  of  the  integrity  of  company 
trading  than  that  the  very  best  class  of  business  men  should 
be  found  on  the  boards  of  all  companies,  but  the  stringent 
requirements  of  the  Companies  Acts  in  the  matter  of  dis- 
closure of  the  most  minute  and  detailed  information,  and  the 
serious  consequences  of  breach  of  any  such  statutory  duty, 
are  only  too  apt  to  discourage  acceptance  of  ofiEice  by  the 
very  class  of  men  whom  it  is  sought  to  attract,  and  who 
may  be  deterred  by  fear  of  the  consequences  of  the  most 
innocent  sin  of  omission  on  their  part.  It  is  not  judicious 
to  legislate  on  the  footing  that  all  men  are  knaves ;  and, 
after  all,  the  whole  fabric  of  commercial  life  is  built  up  on 
credit—that  is  to  say,  in  reliance  on  the  fact  that  the  normal 
man  is  trustworthy.  Accordingly,  the  Board  of  Trade 
Committee  recommend  that  the  Courts  should  be  empowered 
to  relieve  directors  and  promoters  from  liability  for  breach 
of  any  statutory  duty  imxx>sed  on  them  by  the  Companies 
Acts,  provided  that  the  breach  has  been  occasioned  by  an 
honest  oversight,  inadvertence,  or  error  of  judgment,  and 
to  grant  similar  relief  to  directors  against  whom  actions  for 
negligence  or  breach  of  trust  have  been  brought,  provided 
they  have  acted  reasonably  and  honestly. 

There  is  a  host  of  minor  matters  in  which  there  is  still 
room  for  improvement  and  amendment  of  our  code  of  com- 
pany law,  and  many  of  these  are  dealt  with  in  the  interest- 
ing report  which  has  really  formed  the  text  of  what  I  have 
said  to-night.  For  these  I  must  refer  you  to  the  report 
itself,  for  time  does  not  permit  of  my  even  touching 
upon  them.  What  is  most  desirable  of  all  is  that  the 
series  of  statutes  in  which  our  present  company  law  is 
contained  should  be  fused  into  one  consolidating  Act, 
embodying  at  the  same  time  all  the  improvements  which  the 
experience  of  the  Law  Courts  and  of  practical  business  men 
has  suggested.  The  Board  of  Trade  have  already  drafted  a 
Bill  consolidating  the  fourteen  existing  statutes,  and  a  new 
''Table  A,"  containing  a  revised  set  of  model  articles  of 


ass6ciation,  has  already  been  issued,  although  its  parents 
speak  somewhat  discouragingly  of  the  utility  of  their 
offspring.  I  do  not  say  that,  even  were  all  the  suggested 
reforms,  both  in  larger  matters  and  in  detail,  to  be  adopted, 
we  should  then  have  a  perfect  code.  The  stopping  up  of  one 
legislative  leak  seems,  almost  too  inevitably,  to  result  in  the 
opening  up  of  a  leak  at  another  point.  But,  at  least,  we 
should  have  the  assurance  that  if  company  frauds  still 
continued  to  occur  they  could  no  longer  be  set  down  to  the 
apathy  of  the  Legislature  in  its  surveillance  of  one  of  the 
most  important  departments  of  our  commercial  life,  but 
rather  to  the  margin  of  depravity  which  no  legislation,  how- 
ever skilful,  can  hope  to  eliminate. 


£adt  ot  Scotland  Xanftruptcs   IRetorm 
B00ocfatlon« 


Report  by  the  Committee  of  the  East  of  Scotland 
Bankruptcy  Reform  Association  for  the  year  ending  30th 
April,  1907,  submitted  to  the  annual  general  meeting  9th 
May  1907,  and  adopted. 


In  submitting  the  first  annual  report  of  the  Association 
the  Committee  have  to  thank  all  those  who  have  assisted  in 
the  formation  of  the  Association  by  becoming  members,  by 
attending  the  lectures,  and  by  extending  their  sympathy  and 
support  in  the  furtherance  of  the  object  of  the  Association. 

This  being  the  first  report,  it  is  necessary  to  expleun  the 
steps  leading  to  the  formation  of  the  Association. 

For  a  long  period  the  unsatisfactory  state  of  the  law  and 
the  methods  followed  in  regard  to  the  winding  up  of 
insolvent  estates  created  a  demand  among  commercial  men 
for  some  reform,  and  in  1890  a  Bill,  promoted  by  a  Glasgow 
Association,  was  introduced  into  the  House  of  Commons, 
having  for  its  object  the  consolidating  and  amending  the 
Law  of  Bankruptcy  in  Scotland  ;  but  after  being  printed  it 
was  allowed  to  drop,  but  is  again  being  brought  forward  by 
the  Glasgow  Association,  we  understand. 

In  1905  a  memorial  by  the  wholesale  merchants  in  Edin- 
burgh and  Leith  was  presented  to  the  Secretary  of  State  for 
Scotland,  asking  him  to  secure  legislation  for  the  improve- 
ment of  the  bankruptcy  laws  of  Scotland,  but  the  Govern- 
ment shortly  afterwards  resigned,  so  no  progress  was  made 
then. 

In  1906  another  memorial  was  presented  by  the  same 
parties  to  the  Secretary  of  State  for  Scotland  under  the 
present  Government.  This  memorial  and  the  signatures 
were  closely  examined,  and  being  found  to  fairly  represent 
the  trade  in  the  district  was  acted  upon. 
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Traders  in  England  had  been  complaining  also,  and 
the  President  of  the  Board  of  Trade  appointed  a 
Committee  *'To  inquire  into  and  report  upon  the  efiect 
**  of  the  laws  in  force  in  the  United  Kingdom  in  relation  to 
"bankruptcy,  deeds  of  arrangement,  and  compositions  by 
"insolvent  debtors  with  their  creditors,  and  the  prevention 
"  and  punishment  of  fraud  by  debtors  on  their  creditors." 

You  will  notice  the  Committee  was  to  apply  the  inquiry 
to  the  United  Kingdom,  but  in  December  igo6  that  Com- 
mittee reported  to  this  Association  that  they  found  it  was 
not  practicable  to  extend  their  inquiry  beyond  the  adminis- 
tration of  the  bankruptcy  law  in  England.  Scotland, 
therefore,  has  not  yet  received  any  attention  in  regard  to 
this  matter  from  the  present  Government. 

On  June  7th  1906  a  meeting  of  Edinburgh  and  Leith 
merchants  was  held  in  Edinburgh  for  the  purpose  of  con- 
sidering the  subject  of  Bankruptcy  Reform.  That  meeting 
considered  that,  in  order  to  prevent  the  interest  in  the 
question  falling  asleep,  an  association  having  the  definite 
object  of  bankruptcy  reform  in  view  would  be  more  likely 
to  succeed  than  a  few  meetings. 

That  meeting  therefore  resolved  to  form,  and  did  form, 
the  East  of  Scotland  Bankruptcy  Reform  Association,  and 
at  a  subsequent  meeting,  held  on  the  14th  June,  this 
resolution  was  confirmed,  constitution  and  rules  adopted, 
and  the  office-bearers  and  general  committee  elected. 

The  object  of  this  Association  is  ''To  bring  about  an 
"improvement  in  the  procedure  in  the  winding  up  of 
*'  insolvent  and  bankrupt  estates  in  Scotland  in  such  ways  as 
"  may  be  deemed  advisable." 

Merchants  are  no  doubt  aware  of  the  indifference  and 
general  apathy  shown  in  regard  to  the  winding  up  of  insol- 
vent estates — the  long  period  of  dissatisfaction  being  no 
doubt  the  cause  of  this  indifiference. 

One  of  the  first  objects,  therefore,  of  the  Association  was 
to  endeavour  to  arouse  an  interest  in  the  subject  of  reform 
amongst  traders  and  to  make  them  better  acquainted  with 
the  present  state  of  the  law. 

The  Committee  of  the  Association,  therefore,  arranged  for 
the  delivery  of  suitable  lectures,  and  on  November  ist 
1906  Mr.  W.  Kinniburgh  Morton,  B.L.,  S.S.C.,  gave  a 
lecture  within  the  Goold  Hall  on  **  The  law  relating  to  the 
"^  winding  up  of  insolvent  estates  under  the  Bankruptcy 
•*  Courts." 

On  December  13th  1906  a  lecture  was  delivered  by  J. 
Wright  Forbes,  Esq.,  Advocate,  on  {a)  The  law  relating  to 
the  punishment  of  fraudulent  debtors ;  (b)  The  rights  of 
ordinary  trade  creditors  in  the  liquidation  of  Limited 
Companies. 

On  31st  January  1907  W.  Kinniburgh  Morton,  Esq., 
^.L.,  S.S.C,  dehvered  a  lecture  on  "  The  Winding-up  of 


"  Insolvent  Estates  under  Private  Arrangements,  including 
"Trust  Deeds." 

On  March  6  1907  Mr.  Harry  L.  Price,  F.S.A.A.,  Man- 
chester, delivered  a  lecture  on  "  Bankruptcy  Procedure  in 
England." 

These  lectures  were  most  interesting  and  valuable,  inas- 
much as  the  subjects  were  treated  in  such  a  way  that 
traders  had  no  difficulty  in  understanding  the  subjects  dealt 
with.  No.  I  lecture  has  been  published,  and  it  is  hoped 
that  arrangements  will  be  made  for  the  publication  of  the 
others. 

The  lecture  by  Mr.  Harry  L.  Price  was  especially  inter- 
esting to  a  Scottish  audience  as  explaining,  and  demon- 
strating by  the  various  printed  forms  used,  the  procedure 
under  the  English  Bankruptcy  Acts  1883  and  1890.  Mr. 
Price  sketched  in  a  very  lucid  way  the  procedure  from  the 
act  of  bankruptcy  by  the  debtor  to  the  closing  of  the 
trustee's  accounts  and  the  examination  of  these  aocoonts  by 
the  Board  of  Trade. 

These  lectures  were  fairly  well  attended  considering  the 
subject,  and  from  the  interest  shown  by  those  who  were 
present,  and  the  discussions  which  followed,  it  is  quite 
apparent  that  the  time  has  come  for  some  active  steps  being 
taken  by  traders  themselves  to  remedy  the  evils  which 
presently  exist  in  regard  to  the  winding  up  of  insolvent 
estates,  and  the  punishment  of  fraudulent  debtors.  Indi- 
vidual complaints  are  useless,  combined  action  on  the  part 
of  traders  is  absolutely  necessary  if  any  improvement  is  to 
be  expected. 

Some  of  these  lectures  indicated  the  lines  upon  which 
reform  might  follow,  but  it  must  be  understood  that  these 
are  the  private  opinions  of  the  lecturers,  and,  while  they  are 
all  worthy  of  consideration,  are  not  to  be  taken  as  the 
opinions  of  the  Association,  or  to  fully  meet  the  demands 
of  traders. 

With  the  object  of  obtaining  the  opinions  of  merchants, 
printed  schedules  were  sent  out  containing  questions  relat- 
ing to  the  subject  of  insolvency  and  winding  up  estates,  and 
we  now  give  these  questions,  with  the  substance  of  the 
replies. 

i.-^What  are,  in  your  opinion,  the  principal  causes  of 
failures  in  business  ? 

Ans, — ^Want  of  commercial  training ;  inattention  to  cost- 
ing and  details;  want  of  proper  bookkeeping  and  long 
credit ;  selling  without  sufficient  profit ;  insufficient  capital 
for  the  business. 

2.~What  means  would  you  suggest  for  preventing  such 
failures? 

Ans, — Shorter  credit  by  wholesale  houses ;  proper  business 
books  made  compulsory,  with  a  yearly  audit ;  more  careful 


June  15,  1907. 


THE    ACCOUNTANT 


829 


inquiry  as  to  the  statas  of  customers ;  better  commercial 
training,  especially  as  to  costing. 

3. — What  are,  in  your  opinion,  the  principal  causes  of 
failures  of  limited  companies  ? 

Ans. — Too  much  paid  for  the  business;  insufficiency  of 
actual  working  capital ;  want  of  personal  interest  on  the 
part  of  officials ;  unskilled  management. 

4.— What  means  would  you  suggest  for  preventing  such 
failure  ? 

Ans. — Increase  the  responsibility  of  directors ;  statements 
in  prospectus  examined  by  a  public  official;  restriction  of 
the  rights  of  debenture-holders. 

5. — Winding  up  insolvent  estates  outside  the  Bankruptcy 
Courts. — Do  you  approve  of  winding  up  insolvent  estates 
under  the  present  system  of  trust  deeds  ? 

Ans, — Yes,  subject  to  provisions  in  Answer  6;  other- 
wise no. 

6. — If  so,  what  means  can  you  suggest  whereby  the 
interests  of  creditors  and  debtors  may  be  better  safeguarded 
under  these  deeds  than  at  present  ? 

Ans. — ^Trustee  should  be  nominated  by  creditors,  a  com- 
mittee of  creditors  appointed  to  advise,  and  the  accounts 
audited  by  an  independent  auditor,  who  will  fix  trustee's  fee. 

7. — Winding  up  insolvent  estates  under  the  Bankruptcy 
Courts. — Do  you  approve  of,  and  are  you  satisfied  with,  the 
present  system  of  winding  up  estates  under  the  Bankruptcy 
Acts? 

Ans. — ^Yes,  subject  to  improvement  of  the  procedure. 

8. — Do  you  approve  of  the  appointment  of  Commissioners 
on  a  sequestrated  estate  as  at  present,  or  should  the  duties 
of  auditing  the  trustee's  accounts  and  fixing  his  remuneration 
be  performed  by  an  official  of  the  Court  ? 

Ans.— Yes,  provided  the  auditing  of  the  accounts,  fixing 
the  trustee's  remuneration,  and  the  punishment  of  a  fraudu- 
lent bankrupt,  be  left  in  the  hands  of  a  public  official. 

9. — Legal  expenses  in  a  sequestration  usually  amount  to 
£y)  to  £y) — should  these  expenses  be  reduced  ? 

Ans. — Legal  expenses  should  be  reduced  to  ;f  10  or  less. 

10. — Punishment  of  Fraudulent  Bankrupts. — State  the 
grounds  (such  as  keeping  no  books,  selling  his  business 
before  settling  with  creditors,  &c.)  upon  which  you  consider 
a  bankrupt  should  be  punished  or  his  discharge  delayed. 

Ans. — Imprisonment  should  follow  where  the  bankrupt 
has  obtained  advances  or  further  credit  on  misrepresenting 
his  financial  position,  keeping  no  books,  and  fraud. 
Discharge  should  be  granted  as  soon  as  possible  where 
there  is  no  fraud. 


II. — Imprisonment  for  Debt. — Do  you  consider  that  it  would 
be  for  the  interests  of  merchants  that  the  law  for  the 
imprisonment  of  debtors  should  be  reintroduced  ? 

Ans. — No,  not  in  the  old  form ;  but  under  the  Bank- 
ruptcy Acts,  yes. 

12. — Landlord's  Claim  for  Rent. ^Should  the  landlord  rank 
as  an  ordinary  creditor? 

Ans. — Yes ;  but  preference  should  be  given  to  the  land- 
lord's rates  and  taxes. 

Only  the  substance  of  the  replies  has  been  given,  but  there 
are  in  these  schedules  a  number  of  good  suggestions,  which 
will  be  considered  when  dealing  with  the  rq)ort  on  the 
question  of  bankruptcy  procedure  under  the  rules  of  the 
Association. 

The  Committee  trust  that  all  merchants  will  continue  to 
promote  the  object  of  the  Association,  as  an  improvement 
of  the  bankruptcy  laws  undoubtedly  means  fewer  failures, 
increased  security  against  unfair  competition,  and  conse- 
quently larger  profits  may  fairly  be  expected. 

The  Association  are  indebted  to  the  lecturers  who  so 
willingly  came  forward  to  lecture  to  the  Association  without 
fee  or  reward. 

The  Treasurer's  accounts  will  now  be  submitted  to  you. 
These  show  a  balance  on  the  right  side.  That  balance  would 
have  been  larger  had  the  lecturers  not  been  provided,  but  if 
the  object  has  been  attained  of  arousing  interest  in  the 
subject  of  reform,  and  at  the  same  time  giving  to  the 
members  an  opportunity  of  becoming  better  acquainted  with 
the  state  of  the  bankruptcy  law  so  that  they  may  understand 
what  measures  of  reform  are  necessary,  then  the  money  has 
been  well  spent. 

The  Association  has  been  in  communication  with  the  Lord 
Advocate  and  members  of  Parliament  for  the  district,  and 
they  have  promised  to  give  the  matter  their  attention  and 
support. 

The  attention  of  the  Association  has  been  especially 
directed  to  certain  trades  carried  on  in  Scotland  by  retail 
merchants  from  foreign  countries,  who,  unacquainted  with 
the  law,  are  in  many  cases  proving  a  serious  source  of  loss 
to  the  wholesale  traders,  and,  as  this  evil  is  on  the  increase* 
it  is  time  that  the  attention  of  Parliament  was  drawn  to  it. 

It  is  hoped  that  by  the  end  of  another  year  a  Special 
Committee  will  be  appointed  by  Parliament  to  inquire  into 
the  whole  subject  of  bankruptcy  procedure  here,  as  has  been 
done  in  England,  and  that  there  will  be  no  further  necessity 
for  the  existence  of  an  Association  of  this  kind. 


The  report  and  accounts  were  unanimously  approved  and 
adopted. 
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The  following  ofiSce-bearers  were  elected  for  the  ensning 
year : — 

Chairman "^Mr.  H.  W.  Hunter,  J. P.,  Ironfounder, 
Edinburgh ; 

Vice-Ckairman—Mr.   James  Mackinlay,   Distiller,   Leith ; 

Treasunr— Mr.    G.   B.  Millar  (James    Lindsay  &   Son, 
Lim.) ; 

Secretary-'Mr.  G.  E.  Dall,  F.S.A.A.  ; 

and  a  large  and  influential  Committee  was  appointed.  It 
was  resolved  to  approach  the  Chambers  of  Commerce  to 
obtain  their  assistance  in  promoting  the  object  of  the 
Association. 


Personal. 


The  marriage  was  solemnised  on  the  7th  inst.  of  Mr. 
Alexander  Watson  Stiven,  C.A.,  City  Chamberlain,  of 
Dundee,  and  Miss  Mary  J.  H.  Simmers,  daughter  of  the 
late  Mr.  Robert  Simmers  and  Mrs.  Simmers,  2  Airlie 
Terrace,  Dundee.  The  ceremony  took  place  in  St.  Enoch's 
Parish  Church  before  a  large  congregation  of  guests  and 
the  general  public. 

Mr.  Archibald  B.  B.  Scott,  C.A.,  Ardeer  House, 
Stevenston,  has  been  added  to  the  list  of  Justices  of  the 
I'eace  for  the  county  of  Ayr. 


COURT  OF  SESSION. 


Edinburgh.— First  DiYision 


Before  Lords  M'Laren,  Kinnear,  and  PearBon. 

June  4. 

General  Accident  ABSoranoe  Corporation,  Lim.  v. 
JamoB  MoOowan. 

Income-Tax — Insurance  Company  and  Unexpired  Risks. 

The  Division  advised  this  case,  in  which  the  General 
Accident  Assurance  Corporation,  Lim.,  Perth,  appealed 
against  a  determination  of  the  Income-tax  Commissioners 
dismissing  an  appeal  by  them  against  an  assessment  of  the 
Surveyor  of  Taxes.  The  assessment  complained  of  was  for 
the  quarter  ending  5th  April  1906.  and  was  on  the  sum  of 
^20,950  (duty  ;f  1,047)  roade  under  Schedule  D  in  respect  of 
the  profits  of  the  business  carried  on  by  the  company.  The 
sum  assessed  was  the  amount  on  an  average  of  the  three 
years  ending  31st  December  1904.  The  company  claimed  a 
deduction  for  unexpired  risks  of  33J  per  cent,  of  the  total 


premiums,  and  the  amount  on  which  the  company  claimed 
to  be  assessed  was  /5,ii2.  The  appellants  maintained  that 
it  was  necessary  to  provide  for  unexpired  risks  before  the 
true  profit  could  be  ascertained.  The  Surveyor  of  Taxes 
contended  that  the  whole  of  the  premiums  ought  to  be  taken 
into  account  as  profits  for  the  year,  notwithstanding  that  the 
risks  covered  by  a  portion  of  such  premiums  might  extend 
into  the  subsequent  year,  and  that  a  deduction  for  unexpired 
risks  was  not  one  of  the  expressly  enumerated  deductions 
authorised  by  the  Income-tax  Act.  The  Commissioner? 
sustained  assessment  on  precedent. 

The  Division  affirmed  the  determination  of  the  Com- 
missioners, and  found  the  Crown  entitled  to  expenses. 

Lord  M'Laren  said  the  question  was  one  of  great  impor- 
tance to  insurance  companies,  whose  business  in  the 
aggregate  was  very  large,  and  if  it  had  come  up  for  the  first 
time  his  Lordship  should  have  desired  a  full  argument  upon 
it.  The  point  was  not  new.  It  was  considered  nearly  thirty 
yeairs  ago  by  the  Court  of  Exchequer  in  England  in  the  case 
of  the  Imperial  Fire  Insurance  Company  v,  Wilson,  and  eighteen 
years  ago  in  this  Division  in  the  case  of  the  ScotHsk  Union 
and  National  Insurance  Company.  In  the  collective  opinion  of 
the  Court,  delivered  by  Lord-President  Inglis,  the  distinc- 
tion, which  had  long  been  recognised,  was  clearly  drawn 
between  the  character  of  the  business  in  fire  insurance  com- 
panies and  the  character  of  the  business  done  in  life 
insurance  companies,  the  one  being  only  a  contract  of 
indemnity,  and  the  other  a  prospective  series  of  contracts, 
each  of  which  might  endure  for  the  whole  course  of  the  life 
of  the  person  making  the  contract,  provided  he  continued  to 
pay  his  premium.  Both  these  classes  of  business  had  to  be 
treated  on  different  principles.  With  regard  to  fire  insurance 
their  Lordships,  eighteen  years  ago,  had  the  English  case 
before  them,  and  were  satisfied  with  the  rules  there  laid 
down,  which  were  that  the  contract  was  an  annual  contract, 
and  though  they  could  not  make  a  complete  deduction  in  the 
year  in  which  the  premiums  were  paid,  yet  what  was  not 
made  in  that  year  was  allowed  in  the  following  year,  and 
thus  approximate  justice  was  done  between  the  Crown  and 
the  subject.  They  were  asked  to  reconsider  the  question. 
He  did  not  think  any  of  their  Lordships  would  hold  that 
this  Division  of  the  Court  would  take  it  upon  themselves  to 
reconsider  a  question  if  it  had  been  already  decided  by  their 
own  Division.  His  Lordship  did  not  see  anything  in  the 
circumstances  of  the  case  which  ought  to  lead  them  to 
refer  the  question  to  a  larger  Court.  On  the  contrary,  the 
practical  acquiesence  in  the  decision  of  eighteen  years  ago 
showed  that  the  insurance  companies  had  not  felt  that  they 
had  much  of  a  grievance.  They  might  have  appealed  to 
the  House  of  Lords,  and  they  might  appeal  this  case  to  the 
House  of  Lords ;  but  sitting,  as  they  were,  in  one  Division 
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of  the  Court  which  had  already  considered  the  matter,  it 
was  enough  to  say  that  they  must  follow  the  decision. 
The  other  Judges  concurred. 


Before  Lords  M'Laren,  Kinnear,  and  Pearson. 

June  5. 

Thompson  (Sarveyor  of  Taxes)  v.  Western  Steamship 
Ckunpany,  Lim. 

Ineonii  Tax—Insurance  Fund  and  Trading  Losses. 

This  was  a  case  stated  for  Thomas  Thompson,  Surveyor 
of  Taxes,  Glasgow,  against  the  decision  of  the  Income 
Tax  Commissioners  in  an  appeal  under  the  Taxes  Manage- 
ment Act,  1880,  by  the  Western  Steamship  Company, 
Lim.,  Glasgow.  The  respondents,  the  Western  Steam- 
ship Company,  are  owners  of  the  steamer  **  Kenmore," 
which  was  wrecked  on  nth  January  1904 and  became  a  total 
loss.  The  vessel  was  insured  with  underwriters  to  the 
amount  of  /34.500,  her  market  value  before  the  wreck  being 
/37,ooo.  The  owners,  for  their  own  protection,  had  estab- 
lished an  Insurance  Fund,  into  which  they  were  in  the 
practice  of  paying  every  year  sums  equal  to  the  premiums 
of  insurance  which  would  have  been  payable  to  the  under- 
writers in  respect  of  the  uninsured  fraction  of  the  value  of 
the  ship.  The  fund  thus  provided  was  liable  to  be  drawn 
upon  for  losses,  and  the  respondents  said  that  by  payment 
into  this  fund  they  insured  themselves  to  the  extent  of  the 
;f  2,500  which  was  not  covered  by  any  underwriter's  insur- 
ance. In  that  state  of  facts,  the  company  claimed,  in  a 
question  with  the  Inland  Revenue  Department,  to  be  entitled 
to  a  deduction  from  the  profits  of  the  year  of  /2.500,  less  a 
small  sum  recovered  as  salvage,  on  the  ground  that  they  had 
lost  that  sum  in  the  course  of  their  trading  during  the  year. 
The  Commissioners  allowed  the  deduction,  and  this  case 
was  stated  for  the  opinion  of  the  Court  of  Exchequer. 

The  Court  reversed  the  determination  of  the  Commis- 
sioners, and  remitted  to  them  to  disallow  the  deduction 
claimed  by  the  company,  and  to  refuse  the  certificate  of 
overpayment  of  duty.  The  Surveyor  of  Taxes  was  found 
entitled  to  expenses. 

Lord  M'Laren  said  that  the  contention  of  the  company 
was  not  quite  consistent  with  the  view  which  they  put 
forward,  that  they  had  insured  themselves  to  the  extent  of 
^2,500,  because  if  they  were  insured  then  they  had  sustained 
no  loss,  and  at  most  they  could  only  claim  deduction  of  the 
amount  they  bad  paid  as  an  equivalent  of  the  premiums  into 
their  own  Insurance  Fund.  It  was  not  a  satisfactory  answer 
to  say  that  they  had  not  been  allowed  to  deduct  these  puui 


premiums  in  the  income-tax  accounts.  His  Lordship  did  not 
see  how  the  company  could  maintain  the  claim  for  such 
deduction,  because,  under  the  Income  Tax  Acts,  sums  which 
were  set  apart  out  of  gross  profits  to  meet  future  contin- 
gencies were  not  allowed  as  deductions  from  assessable 
profits  or  income.  In  any  case,  the  Court  must  assume  that 
the  sums  set  apart  as  the  equivalent  of  premiums  were 
rightly  treated  as  subject  to  income-tax,  because  the  com- 
pany had  paid  the  tax,  and  had  not  appealed  under  that 
head.  If  the  Court  rejected  the  view  that  the  company  had 
insured  themselves  to  the  extent  of  ;(2,5oo,  it  followed 
(assuming  that  the  ship  had  not  been  overvalued)  that  a  loss 
had  been  sustained  to  the  extent  of  /2,5oo.  But  in  that 
view  the  company  were  in  no  better  position  to  maintain 
this  claim,  because  this  was  a  loss  affecting  their  Capital 
Account,  and  if  anything  was  clear  in  the  income-tax  rules 
for  assessment  it  was  that  losses  affecting  capital  were  not 
allowed  as  a  deduction  from  the  profits  of  the  year.  The 
most  favourable  view  of  the  case  for  the  respondents' 
argument  was  that  the  sum  of  ^2,500  had  to  be  provided  by 
way  of  reinstatement  in  order  that  the  company  should  be 
enabled  to  purchase  a  new  ship.  But  the  conclusive  answer 
was  that  that  was  just  a  replacement  of  the  capital  sum 
which  had  been  lost.  If  it  could  be  replaced  out  of  the  com- 
pany's Insurance  Fund  the  company's  Capital  Account  did 
not  suffer  diminution.  If  it  could  not  be  replaced  in  that 
way  and  the  capital  of  the  company  was  less  by  ^2,500,  then 
it  was  before  the  ship  was  wrecked,  and  that  was  a  loss  of 
capital,  and  was  a  loss  which  did  not  enter  into  the  Trading 
Account  on  which  income-tax  was  to  be  assessed. 


COURT  OF  SESSION. 


Third  DirUon  Constltated. 


The  following  Act  of  Sederunt  appointing  the  Judges  and 
Clerk  of  the  Third  Division  of  the  Inner  House  has  been 
issued : — Edinburgh,  7th  June  1907 — The  Lords  of  Council 
and  Session,  in  pursuance  of  ix)wers  vested  in  them  by  the 
Court  of  Session  Act,  1868.  Section  8,  as  amended  by  Act  of 
Sederunt  of  20th  March  1907,  Section  i,  hereby  appoint 
Lord  M'Laren,  Lord  Pearson,  and  Lord  Ardwall  to  sit  on 
and  after  Wednesday,  3rd  July  1907,  as  a  Court  for  the  hear- 
ing and  disposal  of  causes  standing  on  the  rolls  of  the  First 
Division,  and  further  appoint  Mr.  John  Cairns,  Depute-Clerk 
in  the  Outer  House,  to  act  as  Clerk  of  said  Court. — (Signed) 
J.  H.  A.  Macdonald,  I.P.D.  Lord  M*Laren  and  Lord 
Pearson  are  at  present  Judges  in  the  First  Division,  and 
Lord  Ardwall  is  one  of  the  Judges  of  the  Second  Division. 
The  vacancy  on  the  Bench  of  the  First  Division  will  be 
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filled  by  Lord  Dundas,  senior  Lord-Ordinary.  It  is  under- 
stood that  Lord  Dundas  has  been  instructed  to  clear  his  roll 
from  the  beginning  of  July  till  the  31st  of  October,  that 
period  including  the  summer  vacation,  which  extends  from 
20th  July  till  15th  October. 


Scottish  InsolTenciei. 


For  the  week  ending  8th  June  the  number  of  insolvencies 
reported  in  Scotland  was  21,  as  compared  with  28  in  the 
corresponding  week  of  last  year.  The  trust  deeds  numbered 
9,  as  compared  with  14  ;  the  sequestrations  6,  as  compared 
with  6 ;  and  the  petitions  for  cessio  6,  as  compared  with  8 . 
The  total  number  of  insolvencies  for  the  twenty-three  weeks 
of  the  year  is  648,  as  compared  with  591  in  the  corresponding 
period  of  last  year — the  trust  deeds  numbering  320  against 
289,  the  sequestrations  123  against  144,  and  the  petitions 
for  cessio  205  against  158.  Of  the  9  trust  deeds  reported 
during  the  week,  8  were  granted  in  favour  of  Chartered 
Accountants.  No  voluntary  liquidations  of  limited  liability 
companies  were  gazetted  during  the  week,  the  total  for 
the  year  remaining  at  65. 

Xanft  Vate  ot  BHsconnt 

Oct.  19th  1906 e% 

Jan.  17th  1907        5% 

April  nth  1907 4j% 

„    25th  1907 4% 
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Therb  was  some  diversity  in  the  manner  in  which  learned 
Judges  were  addressed  by  the  bar  when  sitting  in  Court 
before  the  Judicature  Acts.  The  Vice-Chancellor,  sitting  in 
Lincoln's  Inn,  was  always  '*  Your  Honour,"  and  the  Judge 
at  Westminster  **  My  Lord."  The  fusion  of  law  and  equity 
has  introduced  some  uniformity  of  procedure  in  the  exordium 
of  a  learned  counsel,  and  every  Chancery  and  King's  Bench 
Judge  is  addressed  as  "  My  Lord  "  ;  the  expression  '*  Your 
Honour"  having  migrated  to  the  County  Courts.  The 
tendency  in  the  law  reports,  whenever  it  is  necessary  to  speak 
of  a  Judge,  appears  to  be  to  speak  of  '<his  lordship,"  an 
expression  for  which  the  words  "the  learned  Judge  "  were 
substituted  in  the  older  reports.  We  have  indeed  heard  that 
that  erudite  practitioner,  Mr.  Serjeant  Williams,  the  editor 
of  Saunders's  Riports,  could  not  bear  to  hear  a  puisne  Judge 
called  "  My  Lord."  He  insisted  that  this  term  of  respect 
should  be  reserved  for  the  chiefs  of  the  diiferent  Courts.  If 
one  of  the  puisne  Judges,  following  a  custom  which  still 
lingers  in  the  Courts,  put  a  question  to  him  before  one  from 
the  chief  had  been  answered,  he  was  accustomed  to  say, 
*'  Sir,  I  will  answer  your  observations  after  I  have  replied  to 
ray  lord."  The  learned  serjeant,  we  believe,  went  further, 
and  contended  that  by  ancient  usage  the  President  of  the 
Court,  and  not  his  colleagues,  had  the  right  to  hold  speech 
with  counsel.  The  usage  must  certainly  have  been  beyond 
the  memory  of  man,  for  it  is  wholly  forgotten  at  the  present 
day. — Solicitors'  Journal. 
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]^onations  and  Annuities  to  necessitous  Members 
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the  Association. 
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Account  Book  Experts  ft  MANurAcruRiNO  Stationers 
Dept  «JL"  79  ORBBHAM  STREET,  LOHDOH,  E.G.' 


RANGOON  MUNICIPILITT. 

NOTICE. 
A  PPLICATIONS  are  invited,  and  will  be  received  bv  the 
President,  Rangoon  Municipality,  up  to  noon  of  the 
25th  July  1907,  for  the  post  of  Secretary  to  the  Municipality 
of  Rangoon. 

The  appointment  will  be  made  by  the  Municipal  Com- 
mittee under  Section  34  of  the  Burma  Municipal  Act,  1898, 
subject  to  the  sanction  of  the  Local  Government. 

The  salary  of  the  post  will  be  Rs.  750,  rising  to  Rs.  1,000 
per  mensem  by  annual  monthly  increments  of  Rs.  50.  No 
exchange  compensation  or  other  allowances  will  be  granted. 

The  successful  candidate  will  be  required  to  contribute  to 
the  Provident  Fund  of  the  Committee. 

If  the  successful  candidate  is  domiciled  in  England  a  first- 
class  free  passage  to  Rangoon  will  be  allowed  to  him. 
Leave  and  leave  allowances  will  be  granted  in  accordance 
\nih  the  rules  in  force  for  Government  servants. 

Applicants  should  state  their  age,  educational  qualifica- 
tions, nationality  and  experience,  and  should  submit  copies 
of  testimonials  and  a  medical  certificate.  The  successful 
candidate  may  further  be  required  to  undergo  a  special 
medical  examination  by  a  Medical  Officer  to  be  appointed 
by  the  Committee.  He  will  be  required  to  join  within  two 
months  of  the  receipt  of  information  of  his  selection.  The 
appointment  is  held  subject  to  six  months  notice  on  either  dde. 
By  Order.      R.  O.  WALES,  Oflfg.  Secretary, 

Rangoon,  24th  May  1907.  Rangoon  Municipality. 


Wheatley  Kiik.  Price  &  Co., 

(ESTABLISHED    1850) 

VALUERS,  AUCTIONEERS  ft  ARBITRATORS 

OF    EVERY    DESCRIPTION    OF 
WORKS,  PLANT,  MACHINERY,  ft  STOCK. 


PERIODICAL   VALUATIONS  AT  SPECIAL   RATES. 

ANNUAL     INSPECTIONS     FOR     DEPRECIATION. 

SALES  OF  WORKS  BY  PRIVATE  TREATY. 

PARTNERSHIPS    IN     ENOINEERINO    PROFESSION    ARRANGEQ. 


46    Watling    Street,    London,    E.G. 

and    ALBERT    SQUARE,     MANCHESTER. 
Telephone  5,077  Bank.      Telegrams—"  INDICES.  LONDON.* 


EAST  HAM  TECHNICAL  COLLEGE. 


"RANTED,   an  Instructor  of   Commercial  Law  for  the 
Evening    Classes    during   the  session    1907-8.     For 
particulars  and  forms  of  application  apply  to 

W.  H.  BARKER,  B.Sc,  Principal, 

Technical  College,  East  Ham,  E. 


XeaMtid  Httlcles* 


The  London  County  Council  Audit. 


''PHE  announcement  that  Mr.  W.  B.  Peat, 
^  F.C.  A.,will  (upon  the  recommendation  of  the 
Finance  Committee)  be  asked  to  report,  in  con- 
junction with  another  member  of  the  Institute 
to  be  nominated  by  him,  on  the  Tramways, 
Steamboats,  and  Working  Class  Dwellings 
Accounts  of  the  Council,  with  the  object  of 
showing  the  past  results  and  present  financial 
'  position  of  these  undertakings  from  a  com- 
mercial point  of  view,  will  be  received   witl 
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much  satisfaction  by  all  who  are  desirous  of 
arriving  at  the  truth  with  regard  to  these  much- 
contested  matters.  It  is  an  additional  cause 
for  congratulation  that  Mr.  Peat  and  his 
colleague  will  be  asked  in  particular  to  report 
as  to  the  sufficiency  of  existing  Reserve  Funds, 
the  formation  of  further  Reserve  Funds,  the 
allocation  of  expenditure  under  several  accounts 
(particularly  in  the  case  of  tramways),  the 
apportionment  of  street  improvements,  and  the 
land  appropriated  for  re-housing  purposes.  It  is 
to  be  regretted  perhaps  that  the  term  "  Reserve 
Funds  "  should  be  retained  in  this  connection 
when  "  Reserve  for  Depreciation  "  is  obviously 
what  is  intended ;  but,  however  that  may  be, 
there  can  be  little  doubt  that  there  will  be 
forthwith  instituted  a  searching  inquiry  into  the 
principles  upon  which  the  trading  profits  of  the 
Council  have  been  computed  in  the  past,  and 
that,  for  the  first  time  since  these  departments 
respectively  came  into  existence,  there  will  be  a 
careful  inquiry  as  to  the  actual  financial  position 
at  the  present  time. 

This  so-called  commercial  audit,  which  is 
supplemental  to  the  inquiry  conducted  by  Mr. 
CocKERTON,  the  District  Auditor,  will  no  doubt 
be  so  arranged  as  to  avoid  any  unnecessary 
overlapping.  Mr.  Cockerton's  audit  is  prac- 
tically continuous,  and  thus  partakes  rather  of 
the  nature  of  a  staff  audit,  but  for  the  important 
distinction  that  he  is  nominated  by  the  Local 
Government  Board,  and  not  by  the  London 
County  Council.  It  will,  however,  be  just  as 
easy  to  supplement  his  inquiry  by  a  professional 
audit  as  it  would  be  to  similarly  supplement  the 
staff  audit  conducted  in  connection  with  prac- 
tically all  commercial  enterprises,  and  the  same 
lines  will  doubtless  to  a  very  large  extent  be 
followed — that  is  to  say,  neither  time  nor  money 
will  be  wasted  in  verifying  the  details  that  may 


in  all  reasonableness  be  regarded  as  already 
ascertained ;  but  careful  and  expert  consider- 
ation will  be  given  to  questions  of  principle, 
without  which  the  most  conscientious  inquiry 
into  items  must  of  necessity  prove  practically 
valueless. 

It  has  been  stated  that  the  proposed  expendi- 
ture upon  the  audit  will  not  exceed  one  thousand 
pounds.  It  is  obvious  that  for  such  a  figure 
the  inquiry  must  take  the  lines  that  we  have 
indicated,  for  a  detailed  examination  of  items 
extending  over  several  years  past  would,  of 
necessity,  be  a  very  costly  matter.  But,  apart 
from  questions  of  economy,  it  is  obvious  that 
what  is  wanted  is  a  broad  review  of  principles 
rather  than  any  pettifogging  challenging  of 
individual  and  relatively  unimportant  items ; 
while,  above  all  things,  it  is  desirable  that  the 
result  should  be  forthcoming  speedily — ^a  con- 
dition of  affairs  which  of  itself  precludes  any 
possibility  of  an  audit  in  complete  detail. 
Already  something  approaching  three  months 
has  gone  by  since  the  election,  and  ratepayers 
are  even  now  somewhat  impatient  for  results. 
These  should  undoubtedly  be  forthcoming 
immediately  after  the  close  of  the  summer 
vacation,  and  with  an  inquiry  upon  the  lines 
proposed  no  difficulty  seems  likely  to  arise  with 
regard  to  this  point. 

We  are  glad  to  observe  that,  in  part  at  least, 
our  suggestion  is  to  be  acted  upon,  in  that  this 
inquiry  is  to  be  conducted  jointly  by  two 
Chartered  Accountants — a  precaution  which,  as 
we  have  already  pointed  out,  will  go  fiax  to 
protect  their  report  from  any  possible  accusa- 
tion of  political  bias ;  an  eventuality  which  has 
been  rendered  still  more  difficult  by  selecting 
the  President  of  the  Institute  for  the  time  being, 
and  by  giving  him,  further,  a  free  hand  to 
appoint  his  co-auditor.     This  means,  of  course. 
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that,  although  in  a  sense  the  appointments  have 
been  made  by  the  Council,  every  possible  step 
has  been  taken  to  render  them  as  independent 
as  possible  of  political  exigencies. 

Simultaneously  with  this  expert  inquiry  into 
the  position  of  the  accounts  of  the  Trading 
Departments,  Mr.  Edwin  Waterhouse,  M.A., 
F.C.A.,  is  to  be  asked  to  report  upon  the 
accounts  of  the  Works  Department  from  a 
commercial  point  of  view.  This,  again,  follows 
our  suggestion  of  cutting  up  the  work  into 
sections  so  that  it  might  be  proceeded  with  as 
rapidly  as  possible;  and  although  we  cannot 
help  thinking  that  from  some  points  of  view  it 
might  have  been  a  source  of  strength  if  all  three 
Chartered  Accountants  had  been  requested  to 
confer  together  and  to  issue  a  joint  report  upon 
all  matters  referred  to  them,  it  is  absurd  to 
suppose  that  the  conclusions  come  to  by  the 
Chartered  Accountants  selected  will  not  be 
universally  accepted  for  what  they  are — the 
best  obtainable  expert  opinions  upon  matters 
peculiarly  within  the  province  of  professional 
accountants. 

Pending  the  receipt  of  these  reports,  it  would 
perhaps  not  be  without  interest  to  observe  that 
Mr.  Cockerton's  report  on  the  accounts  for 
the  year  1905-6,  which  was  submitted  at  the 
Council  Meeting  held  on  the  nth  inst.,  shows 
inter  alia  that  the  Tramway  Accounts  have 
been  so  confused  that  it  is  impossible  to  arrive 
at  the  result  of  the  separate  working  of  the 
Northern  and  Southern  systems,  that  there  is 
a  considerable  want  of  uniformity  as  to  the 
allocation  of  capital  expenditure  where  two  or 
more  accounts  are  supposed  to  be  involved, 
and  that  in  the  auditor's  opinion  the  provi- 
sion hitherto  made  for  Depreciation  is  not  in 
all  cases  sufficient.  The  powers  of  a  District 
Auditor  to  adequately  deal  with  such  matters 


are,  however,  so  limited  as  to  be  for  all 
practical  purposes  non-existent;  and  this, 
of  course,  constitutes  one  of  the  strongest 
possible  arguments  in  favour  of  supplementing 
the  official  audit  by  the  commercial  audit 
promised  by  the  Reform  Party  at  the  last 
election — a  promise  which  is  now  about  to  be 
redeemed  upon  eminently  satisfactory  lines. 


Solicitors  and  Bookiceepiiiii:. 


TT  will  be  remembered  that  a  short  time 
^  since  the  Law  Society  appointed  a  Com- 
mittee to  consider  and  report  as  to  what  rules 
and  regulations  (if  any)  should  be  adopted  by 
the  Society  as  to  the  methods  in  which  a 
solicitor  should  keep  the  accounts  of  himself 
and  his  clients  and  the  audit  thereof,  the  keep- 


I  . 


ing  and  audit  of  trust  accounts,  the  conduct  of 
professional  business,  the  formation  of  a 
guarantee  fund,  and  as  to  the  mode  of  enforc- 
ing such  rules  and  regulations.  It  is,  we 
understand,  expected  that  the  Committee's 
report  will  be  published  in  good  time  for  dis- 
cussion at  the  annual  meeting  of  the  Society 
on  the  5th  prox.,  but  in  the  meanwhile  it 
appears  to  be  very  generally  understood  that 
some  definite  recommendations  will  be  made 
upon  the  lines  advocated  by  those  at  whose 
instance  the  Committee   was  appointed. 

It  is  desirable,  as  well  as  convenient, 
that  we  should  await  the  publication  of 
the  formal  report  before  discussing  this  matter 
in  further  detail.  In  the  meantime,  however, 
it  may  not  perhaps  be  out  of  place  to  refer  to 
the  questions  set  at  the  last  Intermediate 
Examination  of  the  Law  Society  on  Accounts 
and  Bookkeeping.  We  have,  of  course,  no 
information  as  to  the  authorship  of  this  paper 
beyond    th&    impression,    not     unreasonably 
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formed  from  its  perusal,  that  the  examiner  was 
not  a  professional  accountant — a  conclusion 
which,  if  correct,  seems  to  justify  the  further 
assumption  that  the  questions  have  been  com- 
piled by  some  member  or  members  of  the 
Examination  Committee  of  the  Law  Society, 
and  are  thus  fairly  representative  of  the  ideas 
as  to  accounts  current  at  the  present  time 
among  members  of  the  Council  of  that  body. 
If  so,  they  occur  to  us  as  being  particularly 
interesting  at  the  present  juncture. 

The  paper,  which  is  supposed  to  occupy  two 
hours,  consists  of  five  questions,  each  of  which 
could  be  very  fully  answered  in  something  less 
than  ten  minutes.  We  propose,  however,  to 
confine  ourselves  to  two  of  these  questions,  as 
follows : — 

32. — State  shortly  the  main  object  with 
which  (a)  a  Profit  and  Loss  Account,  and  (b) 
a  Balance  Sheet  are  prepared  at  the  end  of  a 
year's  trading,  (c)  In  which  of  the  two  would 
you  look  to  find  an  item  representing  the 
balance  resulting  from  the  other,  and  on  which 
side  would  the  item  appear  ? 

35. — Explain  how  a  firm  of  solicitors  can 
simplify  their  bookkeeping  {ue.,  reduce  the 
number  of  entries)  by  agreeing  to  treat  expen- 
diture on  repairs,  renewals,  and  additions  as 
compensating  for  depreciation  of  furniture,  &c. 

Taking  first  of  all  No.  32,  it  may  be  pointed 
out  that,  save  in  the  case  of  companies' 
accounts — ^which  do  not  appear  to  be  referred 
to  at  all  in  the  paper  under  review,  and  which 
are  not  so  much  as  mentioned  in  the  text-book 
recommended  by  the  Society — it  is  unusual  to 
find  an  item  in  the  Balance  Sheet  representing 
the  balance  of  the  Profit  and  Loss  Account, 
and  that  therefore  the  point  of  Subsection  (c) 
is  somewhat  obscure.  The  ordinarily  accepted 
method  of  dealing  with  profits  is  to  credit  them 


either  to  Capital  Account  or  to  Current 
Account  before  taking  out  the  Balance  Sheet ; 
and,  where  that  course  is  pursued,  there  is,  of 
course,  no  item  upon  the  Balance  Sheet  repre- 
senting the  balance  of  the  Profit  and  Loss 
Account. 

No.  35,  without  any  further  explanation, 
would  appear  to  suggest  that,  in  the  opinion  of 
the  examiner,  it  is  desirable  that  solicitors 
should  ignore  provision  for  depreciation  of 
furniture,  &c.,  in  their  accounts,  for  that  which 
is  spoken  of  as  "  simplifying  "  their  bookkeeping 
must  presumably  be  regarded  as  being  in  itself 
commendable  unless  the  contrary  be  clearly 
stated.  It  would  be  difficult  to  give  worse 
advice  to  any  solicitor  commencing  practice, 
for  in  all  probability  no  expenditure  upon 
repairs  or  renewals  could  be  usefully  incurred 
during  the  first  five  years  or  so,  with  the  result 
that  in  the  meanwhile  the  profits  would  be 
decidedly  over-stated.  Whether  the  extent  of 
the  error  would  be  of  really  serious  importance 
depends,  of  course,  a  good  deal  upon  the 
amount  of  the  original  outlay  and  the  size  of 
the  business.  But,  inasmuch  as  10  per  cent,  ofif 
the  reducing  balance  may  be  normally  regarded 
as  the  minimum  provision  for  depreciation,  it 
is  clear  that  the  amount  cannot  be  altogether 
negligible,  and  it  certainly  does  not  seem  desir- 
able that  such  an  examination  as  this  should 
be  used  as  a  means  of  encouraging  students  to 
suppose  that  proper  provision  for  depreciation 
is  of  no  importance.  Equally  incorrect  is  it  to 
suppose  that  there  could  be  any  possible  con- 
nection or  correspondence  between  additions 
to  furniture  and  depreciation  of  furniture;  and, 
indeed,  the  whole  question  seems  to  us  to  be 
calculated  to  serve  no  other  purpose  than  to 
confuse  the  candidate  as  to  the  proper  distinc- 
tion between  Capital  and  Revenue,  which  is 
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perhaps  one  of  the  most  important  things  that 
he  requires  to  learn. 

If  this  paper  can  be  regarded  as  representa- 
tive of  the  views  entertained  on  Accounts  and 
Bookkeeping  by  the  present  Council  of  the 
Law  Society,  we  cannot  help  thinking  that  it 
is  useless  to  expect  any  very  intelligent  reform 
of  existing  methods  until  the  personnel  of  the 
Council  has  been  changed. 


The    Union    of    Chartered    Accountant 
Student  Societies'  Transactions. 


•THE  Union  of  Charteried  Accountant  Stu- 
dent Societies  has  recently  issued  its 
annual  volume  comprising  the  Joint  Transac- 
tions of  the  London,  Birmingham,  Nottingham, 
Hull,  Northern,  and  Leicester  Chartered 
Accountants  Students'  Societies  for  1906, 
edited  by  Mr.  W.  C.  Northcott,  A.C.A. 

It  appears  that  no  additional  Societies  have 
joined  the  Union  during  the  year  under  review, 
and  it  will  probably  even  be  noticed  that  the 
igo6  volume  is  somewhat  less  bulky  than  its 
predecessor.  This,  we  are  told,  is  due  mainly 
to  reasons  of  economy.  And  as  the  financial 
position  of  the  Union  is  not  disclosed  in  the 
volume  before  us,  this  statement  must  be 
accepted,  albeit  with  regret,  for  no  doubt 
lecturers  who  receive  no  payment  for  their 
trouble  may  consider  themselves  slighted  by 
being  left  out  of  the  Transactions. 

At  the  same  time  it  must  be  admitted  that 
the  selection  made  by  the  Editor  is  a  very 
satisfactory  one,  the  more  so  bearing  in  mind 
the  invidious  duties  thrown  upon  him.  It  is 
quite  possible  that  some  of  the  papers  omitted 
may  be  regarded  as  of  greater  permanent 
value  than  certain  of  those  that  find  a  place  in 
the  Transactions  ;    but  however  that   may  be. 


and  in  such  a  matter  individual  opinion  must 
of  course  go  for  much,  it  cannot  be  gainsaid 
that  the  volume  as  it  stands  represents  a  very 
satisfactory  record  of  twelve  months'  work, 
and  contains  a  number  of  papers  of  mote  than 
ordinary  interest. 

The  accountancy  papers  comprise  "  Colliery 
Accounts,''  by  Mr.  E.  E.  Price,  F.C.A.  ;  "The 
Rights  of  Partners  inter  se,**  by  Mr.  S.  S. 
Dawson,  F.C.A. ;  "  Vouching  in  the  Conduct 
of  Audits  of  the  Accounts  of  Joint  Stock  Com- 
panies," by  Mr.  H.  E.  Barham,  F.C.A. ;  "  The 
"Duty  and  Responsibility  of  Auditors  with 
"  regard  to  the  item  '  Stock-in-Trade '  on  a 
"Balance  Sheet,"  by  Mr.  Cyril  F.  Bird, 
A.C.A. ;  "  The  Principles  of  Percentages  of 
Cost  as  applied  to  Various  Businesses,"  by  Mr. 
W.  H.  Fox,  F.C.A.;  and  "The  Preparation 
"  of  Accountants'  Certificates  for  purposes  of 
"Joint  Stock  Company  Flotations,"  by  Mr. 
Arthur  F.  Dodd,  F.C.A.  The  legal  papers 
contributed  comprise  "  Sureties,"  by  Mr.  T, 
LiNDLEY,  LL.D. ;  "  Parliamentary  Com- 
panies," by  Mr.  F.  N.  Keen,  LL.B.,  A.C.A.  ; 
"  The  Present  Legal  Position  of  Auditors, 
their  Rights  and  Responsibilities,"  by  Mr.  J.  j. 
Parfitt,  B.A.  ;  "  Notes  on  the  New  Table 
A,"  by  Mr.  D.  F.  de  l'Hoste  Ranking,  M.A., 
LL.D. ;  and  "  The  Law  Affecting  Partnership," 
by  Mr.  Laurence  J.  Kirkham.  Probably, 
however,  upon  this  occasion  the  interest 
centres  chiefly  round  what  we  may  regard  as 
the  miscellaneous  papers,  which  comprise 
"Bankers  and  their  Relation  to  the  Money 
Market,"  by  Mr.  Stanley  G.  Smith,  A.C.A. ; 
"  Local  Authorities  and  their  Work,"  by  Mr. 
Percy  Ashley,  M.A.  ;  *'  Compositions  and 
Schemes  of  Arrangement  in  Bankruptcy,"  by 
Mr.  A.  H.  Partridge,  A.C.A. ;  "  Graduation 
of  Income  Tax,"  by  Mr.  C.  E.  Isaacs  ;  and  t^ 
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Presidential  Address  of  Mr.  F.  C.  Squance, 
F.C.A.,  to  the  Northern  Students'  Society. 
All  these  represent  a  satisfactory  and  fairly 
comprehensive  volume,  but  a  study  of  the  full 
programmes  of  the  various  Societies  discloses 
somewhat  important  omissions,  such,  for 
instance,  as  Mr.  T.  H.  Clare's  paper  on 
"  Local  Authorities  and  their  Finance  "  to  the 
London  Society;  the  Presidential  Address  of 
Mr.  E.  M.  Carter,  F.C.A.,  at  Birmingham ; 
the  lecture  on  "  Jewellers'  Specialised  Book- 
keeping,"  by  Mr.  Allen  Edwards,  F.C.A.,  to 
the  same  Society ;  that  on  "  The  Criticism  of 
Accounts."  by  Mr.  W.  R.  Hamilton,  F.C.A., 
at  Nottingham  ;  "  Brewery  Accounts,"  by  Mr. 
H.  Lanham,  A.C.A.,  at  Hull,  and  others 
which  are  almost  too  numerous  to  mention. 

The  conclusion  almost  irresistibly  drawn 
from  a  perusal  of  the  volume  now  before  us  is 
that  while  the  Union  has  undoubtedly  been 
the  means  of  placing  before  accountant 
students  in  a  combined  form  copies  of  papers 
delivered  at  meetings  of  Societies  other  than 
their  own,  the  net  result  is  to  considerably 
reduce  the  number  of  papers  thus  placed  upon 
record  in  the  form  of  Transactions  ;  and  if  the 
only  reason  for  this  reduction  of  printed  matter 
be  the  financial  one,  we  do  not  think  that 
it  ought  to  be  allowed  to  continue.  If  the 
present  scale  of  levies  be  inadequate,  it 
is  surely  capable  of  being  increased.  It 
is  true,  of  course,  that  the  various  papers 
excluded  from  the  present  volume  are 
available  to  our  readers,  but  that  does 
not  appear  to  us  to  altogether  dispose  of 
the  matter.  The  more  or  less  arbitrary 
selection  of  papers  imposes  upon  the  Editor  an 
invidious  task  which  we  do  not  think  he  ought 
to  be  called  upon  to  fulfil;  and  there  is,  at  all 
events,  a  danger  that  in  some  instances  it  may 


give  rise  to  a  feeling  that  efforts  have  been 
inadequately  appreciated,  as  they  have  ceitainly 
been  somewhat  scantily  recognised.  Such  an 
impression  is  not  likely  to  smooth  the  task  of 
honorary  secretaries  in  securing  a  continuous 
supply  of  lectures  of  the  right  description  and 
quality,  and  if  these  risks  could  be  overcome 
by  some  slight  expenditure  it  would,  we  are 
convinced,  be  wise  to  face  the  situation,  and  to 
remodel  the  Budget  for  1907  accordingly. 


MeeMs  Tlotee. 

OommittM  on  I'he  fortieth  meeting  of  the  Bankruptcy 
Bankruptey  Lav.  Law  Amendment  Committee  was  held 
on  the  14th  inst.,  at  the  Royal  Courts  of  Justice,  under 
the  presidency  of  Mr.  Muir  Mackenzie,  the  Chairman. 
Evidence  was  given  by  Mr.  £.  Leadam  Hough,  the 
Senior  Official  Receiver  in  Bankruptcy  attached  to  the 
High  Court,  who  placed  before  the  Committee  the  views 
of  the  Board  of  Trade  on  the  principal  questions  con- 
tained in  the  terms  of  reference  to  the  Committee,  as 
well  as  the  results  of  his  own  personal  experience. 


iLooonnUnto'  At  the  last  meeting  of  the  Institute  of 
BcboUnhipi.  Chartered  Accountants  it  was  reported 
that  Mr.  J.  G.  Griffiths,  F.C.A.,  had  offered  to  place  a 
the  disposal  of  the  Council  Stock  to  the  nominal  value 
of  ;£'i,ooo  left  to  him  under  the  wUl  of  the  late  Mrs. 
Deloitte,  with  instructions  for  him  to  deal  with  it  as  he 
might  think  desirable.  Mr.  Griffiths  intimated  his 
desire  that  one-fifth  of  the  income  of  the  investment 
during  five  years'  service  under  articles  should  be 
offered  every  year  as  a  prize  to  the  best  candidate  of 
the  year  at  the  Preliminary  Examination.  Pecuni- 
arily, a  scholarship  of  this  amount  may  perha|s 
be  no  very  great  prize,  but  its  establishment  v^iU 
doubtless  have  the  exceUent  effect  of  producing  a 
keener  competition  at  the  Preliminary  Examination, 
in  that  the  recipients  of  this  prize  will  necessarily  be 
somewhat  marked  out  for  distinction,  and  thus  should, 
in  the  long  run,  derive  benefits  firom  their  success  far 
in  excess  of  the  amount  of  money  involved.  We  think, 
however,  that  both  with  regard  to  this  and  to  the 
Robert  Fletcher  Prize  it  would  perhaps  have  been 
better  had  the  lead  of  the  Law  Society  been  followed, 
and  the  money  prizes  described  as  scholarships,  and 
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the  recipients  thereof  as  scholars,  thus  emphasising  the 
distinction,  and  accordingly  increasing  the  estimation  in 
which  it  is  likely  to  be  held  by  accountant  students. 


Caodldatei  ^*  *®  °^  interest  to  observe  that  the 
for  AooonnUnoy  total  number  of  candidates  at  the 
BzamiiiailoiM.  recent  examinations  of  the  Institute  of 
Chartered  Accountants  was  545,  which,  by  a  curious 
coincidence,  is  exactly  the  same  as  last  year.  The 
figures  are,  however,  slightly  different,  there  being  seven 
more  candidates  for  the  Preliminary,  three  less  for  the 
Intermediate,  and  four  less  for  the  Final.  For  all 
practical  purposes,  however,  the  figures  may  be 
regarded  as  stationary  in  each  case.  On  the  other 
hand,  it  may  be  noted  that  the  more  recently  consti- 
stuted  Chartered  Institute  of  Secretaries  shows  an 
SLggregaite  increase  of  thirty-two  in  the  number  of  its 
candidates,  there  being  one  less  for  the  Preliminary 
Examination,  thirty  more  for  the  Intermediate,  and 
three  more  for  the  Final. 


BiiAiih  ^^^  regard  to  M.  Pellerin's  letter  in 
OompuiiM  In     our  last  issue,  while  we   agree  that 

***■•••  it  may,  perhaps,  be  imduly  oppres- 
sive to  require  such  companies  to  advertise  the  full 
text  of  their  memorandum  and  articles  of  association 
translated  into  French  before  allotting  any  shares,  &c., 
we  may,  perhaps,  be  allowed  to  express  our  entire 
concurrence  with  the  principle  involved,  that  foreign 
limited  liability  concerns  seeking  to  raise  capital  should 
be  placed  upon  a  footing  with  similar  concerns  of  home 
growth,  both  in  the  matter  of  fees  and  safeguards 
exacted  for  the  protection  of  the  investor.  It  may,  and 
doubtless  will,  be  urged  that  such  a  contention  is 
entirely  foreign  to  the  spirit  of  free  trade ;  but  however 
that  may  be,  our  view  is  that  it  is  the  duty  of  the 
Government  in  each  country  to  protect  its  own  indus- 
tries and  its  own  investors  against  the  inroads  of  the 
foreigner,  rather  than  to  offer  preferential  advantages 
to  the  latter  to  the  detriment  of  those  whose  interests 
it  is  supposed  to  look  after. 


iBMmt-tez  In  reply  to  a  question  asked  in  the 
Bz«mptieii.  House  of  Commons  by  Col.  Williams  a 
short  time  since,  the  Chancellor  of  the  Exchequer 
stated  that  an  owner  farming  his  own  land  and  making 
no  profit  whatever,  not  even  anything  towards  the  rent 
of  the  land  farmed,  can  obtain  relief  from  the  tax 
assessed  under  Schedule  A  in  virtue  of  Section  23  of 
the  Customs  and  Inland  Revenue  Act,  1890. 


Following  the  Public  Services  Com- 
RaUvay  ° 

Legislation  In      mission  Act,  which   we  noticed    last 

tho  BtatM.        week,  come  reports  of  various  measures 

suggested  in  other  States  which  bear  the  hall-mark  of 

the  freak  upon  them.    In  Michigan,  for  instance,  it  is 

proposed  that  every  railway  in  the  State  should  have  a 

policeman  for  every  five  miles  of  track — at  an  estimated 

cost  of  ;f 400,000  per  annum ;  every  facility  is  afforded 

to  competitive  street  railroads;  and  a  Commission  is 

being  appointed  with  power  to  fix  rates,  decide  on 

the  number  of  trains  to  be  run,  and  time-table  details. 

In  Pennsylvania,  in  addition  to  a  similar  Commission, 

the  State  Legislature  has  fixed  the  maximum  passenger 

fares  at  2  cents  per  mile,  though  the  company's  charter 

(the  Pennsylvania  Railroad)  permits  a  minimum  fare  of 

5  cents.    This  little  point  is  to  engage  the  attention  of 

the  Courts.    What  the  outcome  of  all  this  anti-railroad 

feeling  will  be  one  can  only  conjecture,  but  it  does  not 

seem  unreasonable  to  suggest  that,  if  capital  is  scared 

off  railroads,  future  facilities  may  be  somwhat  cramped. 

One  peculiarly  cynical  feature  of  the  campaign  must  not 

pass  unnoticed.  It  has  hitherto  been  deemed  the  height 

of  prudence  and  sound  finance  to  charge  as  much  as 

possible  of  the  betterment  expenses  against  revenue, 

but  a  circular  issued  by  the  Inter- State  Commerce 

Commission  respecting  the  form  of  railway  accounts  is 

reported  to  contain  the  following  words :  "  It  should  be 

"  understood  that  these  operating  expenses  must  not  be 

'*  burdened  with  expenditures  for  additions,  such  as  new 

**and  additional  equipment,  tracks,  buildings,  baUast, 

"  and  other  additions  to  the  property,  the  purposes  of 

"  which  are  to  improve  the  property  operated."    The 

object  of  this  is  apparently  to  show  that  the  railway 

transport  business  is  more  remunerative  than  is  admitted 

by  the  railroad  officials,  but  exactly  what  plank  in  the 

cause  of  reform  it  is  intended  to  support  is  by  no  means 

clear. 


We  are  interested  to  observe  the  reply 
Andlton 
aadtho        of   our   correspondent  "Scot"  to  the 

OompanlM  mu.  j^ote  which  appeared  under  this  heading 

in  our  issue  of  the  ist  inst.    We  may  point  out,  how- 

ever,  that,  so  long  as  there  is  a  proper  understanding 

between  the  Chartered  Accountant  in  employment  and 

his  principal,  no  difficulty  whatever  arises  under  the 

clause  at  present  m  the  Companies  Bill,  1907.  Provided 

he  has  the  permission  of  his  principal,  there  is  certainly 

no  law  to  prevent  a  Chartered  Accountant  from  being 

in  practice  and  ia  employment  at  one  and  the  same 

time. 
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Joint  Heldlntfi  ^^  reply  to  our  correspondent  '*  Holder- 
and  DMth  Dattos.  ness,*'  the  question  as  to  the  amount 
upon  which  estate  duty  is  payable  depends  entirely  upon 
the  facts  of  the  case.  If  the  property  standing  in  joint 
names  belonged  to  the  two  parties  in  equal  shares,  then, 
upon  the  death  of  one,  estate  duty  should  be  paid  upon 
his  or  her  half-share.  Very  frequently  property  is  put 
into  joint  names  with  the  object  of  avoiding  the  pay- 
ment of  estate  duty — but  that,  of  course,  is  another 
question. 


6m  Oompantos 


The  question  asked  last  week  by  our 
correspondent  "  Romano  "  is  a  purely 
legal  one.  We  may  mention,  however,  that  in  our 
opinion  the  company,  having  obtained  a  provisional 
order  in  1892  which  incorporated  the  provisions  of  the 
Land  Clauses  Act  of  1847  and  the  Gas  Works  Clauses 
Act  of  1 87 1,  cannot  now  increase  its  capital  merely  by 
registration  under  the  Companies  Acts.  The  question 
remains,  however,  what  is  its  present  authorised  capital  ? 

The  imtltuto'i  T^^^  question  raised  by  our  corre* 
EzamlnaUons.  spondent  last  week  as  to  how  numbers 
are  allotted  to  candidates  is  one  of  some  interest,  and 
prima  facie  it  might  perhaps  seem  that  there  were  risks 
of  error  connected  with  the  system  he  describes.  We 
may  point  out,  however,  that  it  would  be  very  little  use 
requuring  candidates'  work  to  be  identified  by  numbers 
only  unless  the  secret  were  well  kept.  We  understand 
that  the  Secretary  of  the  Institute  personally  attends  to 
this  matter,  and,  that  being  so,  there  is  but  little  likeli- 
hood of  the  notices  containing  the  numbers  being 
inadvertently  placed  in  the  wrong  envelopes.  If  the 
candidate's  number  and  name  appear  upon  the  same 
document  it  would,  it  seems  to  us,  be  useless  to  pretend 
that  there  was  any  secret  at  all  about  the  matter. 


BdnoaUonef  ^°  ^^®  ^^^^^  ^^  ^^®  presidential 
Bankera  address  at  the  annual  meeting  of  the 
In  Bootland.  institute  of  Bankers  in  Scotland  last 
week,  Sir  George  Anderson  gave  some  interesting 
particulars  of  the  outlook  for  bank  officials  in  the 
North.  He  is  reported  to  have  said  that  he  thought 
there  were  not  more  than  five  or  six  thousand  bank 
officials  in  Scotland,  inclusive  of  apprentices,  who 
numbered  probably  about  one-fifth  of  the  whole.  There 
were  nearly  1,200  branch  banks  in  the  country,  and  as 
each  required  an  agent,  it  would  be  seen  that  the  choice 
of  men  was  not  very  great,  and  the  field  of  selection 
not  wide.  The  membership  of  the  Institute  has 
increased  from  1,285  four  years  ago  to  1,806,  while  the 


number  of  candidates  for  the  same  period  compares  as 
52  to  816;  it  appears,  therefore,  that  the  younger 
members  of  the  banking  profession  are  interesting 
themselves  in  the  special  education  necessary  for 
their  work. 


In  Additional      '^^^  announcement  made  last  week  by 
Judge.  the  Attorney-General  that  it  was  the 

intention  of  the  Government  at  an  early  date  to  invite 
Parliament  to  adopt  a  resolution  for  the  presentation 
of  an  Address  to  the  King  for  the  appointment  of 
additional  Judges  will  be  greeted  with  general  satisfac- 
tion. The  continued  block  in  the  King's  Bench 
Division  has  been  something  of  a  public  scandal  for 
many  months  past,  but  should  the  Criminal  Appeal 
Bill  become  law  it  may  well  be  questioned  whether  one 
additional  Judge  would  be  very  much  help. 


IceouBtants 
IdYarttilng. 


The  firms  of  Scotch  accountants 
referred  to  in  the  paragraph  on  p.  804 
of  our  last  issue  inform  us  that  the  circular  by 
the  Melbourne  accountants  was  issued  without  their 
knowledge  or  approval,  and  that  on  the  very  day  of  its 
receipt  they  cabled  demanding  its  withdrawal,  but  too 
late  to  stop  the  despatch  of  copies  to  members  of  the 
profession  here. 


CaMitob« 
Hotod. 


We  would  call  the  attention  of  prac- 
titioners to  three  important  recent  cases 
which  will  be  found  in  our  Law  Reports  this  week,  and 
which  are  sufficiently  self-explanatory  in  themselves 
without  further  comment.  We  allude  to  IVheatlty  v. 
Smithers  and  another;  British  Vacuum  Cleaner  Co.,  Lim, 
V,  New  Vacuum  Cleaner  Co,,  Lim,;  and  Curtice  v.  London 
City  and  Midland  Bank. 


Financial  After  answering  an  advertisement  for 
JLdTertliementi.  «*  a  working  partner  in  a  light  business,** 
a  correspondent  of  a  daily  paper  received  a  communi- 
cation from  the  advertiser  to  the  effect  that  ;f  100  was 
required  to  provide  for  a  half-share  of  the  business,  and 
it  was  stated  that  this  would  produce  about  **  £2  los. 
per  week,  being  half  of  the  gross  profits,"  and  that  there 
was  every  indication  of  that  increasing  to  much  more. 
It  would  seem  to  be  rather  a  curious  kind  of  partner- 
ship where  gross  profits  are  shared,  for  one  naturally 
inquires  as  to  what  is  to  become  of  the  expenses  of 
the  business. 
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JL  Veritable 
Jndgmenti 


The  fact  that  a  lady  has  just  obtained 
judgment  in  the  King's  Bench  Division 
for  ;f  827,000  against  a  company  promoter  is  put  forward 
as  some  evidence  of  the  great  advance  in  the  wealth  of 
this  country  since  the  beginning  of  the  last  century.  It 
may  be  that  this  is  true,  but  wealth,  after  all,  is  only  a 
relative  term,  and — we  hope  the  lady  will  get  the  fruits 
of  her  judgment ! 


Our  correspondent  "  Quaere  *'  does  not 
state  whether  or  not  he  occupies  the 
position  of  auditor  to  the  company  referred  to.  If  he 
does,  we  think  it  would  only  be  reasonable  for  him  to 
regard  the  absence  of  formal  receipts  as  suspicious  if  of 
his  own  knowledge  he  knows  that  the  firm  in  question 
stipulates  on  its  printed  receipt  forms  that  no  other 
form  of  receipt  will  be  recognised.  We  should  certainly 
suggest  that  he  require  this  rule  to  be  strictly  adhered 
to.  A  rule  that  is  made  and  not  kept  is,  in  all  cases, 
most  unsatisfactory. 


ProinnlYe  The  President  of  the  United  States 
DMth  Duties,  delivered  an  address  to  the  National 
Editorial  Association  last  week  at  Jamestown,  when 
he  advocated  a  progressive  inheritance  tax.  He  is 
reported  to  have  said  that  the  principle  of  pro- 
gressive taxation  of  inheritances  in  money  had  been 
authoritatively  recognised  by  legislation  of  the  United 
States  Congress,  and  was  now  adopted  by  the  leading 
civilised  nations  of  the  world.  In  reviewing  the 
development  of  the  system  he  referred  particularly  to 
Germany,  where  the  tax  was  an  Imperial  measure,  but 
a  portion  was  allotted  to  the  individual  States  of  the 
Empire,  and  they  were  permitted  to  levy  taxes  in 
addition  to  those  imposed  by  the  Imperial  Government. 
This  plan  had  more  than  once  been  followed  in 
the  United  States.  Mr.  Roosevelt  heartily  com- 
mended one  feature  of  French  law,  namely,  that  under 
which  the  progressive  principle  is  so  applied  that  each 
higher  rate  is  only  imposed  on  the  excess  above  the 
amount  subject  to  the  next  lower  rate.  He  thought 
this  plan  was  peculiarly  adapted  for  the  purpose  of 
working  out  the  theory  of  using  the  inheritance-tax  for 
the  purpose  of  limiting  the  size  of  inheritable  fortunes, 
since  the  progressive  increase  might  thus  be  carried 
to  its  logical  conclusion  by  the  imposition  of  a  maximum 
tax  of  nearly  one  hundred  per  cent,  on  the  amount  in 
excess  of  the  specified  sum,  without  being  in  any  sense 
confiscatory.  He  thought  the  tax  could  be  made  to 
bear  more  heavily  upon  persons  residing  out  of  the 


country  than  upon  those  residing  within  it,  and  he  did 
not  believe  any  advantage  accrued  either  to  the  country 
as  a  whole  or  to  individuals  inheriting  money  by  per- 
mitting the  transmission  in  their  favour  of  such 
enormous  fortunes  as  had  been  accumulated  in 
America. 


Houie    Queatloni. 


The  Chancellor  of  the  Exchequer  is 
still  busy  in  the  House  of  Commons 
answering  various  questions  of  financial  interest.  Mr. 
Pike  Pease  asked  whether  the  £44,2^^,  given  hi  Return 
No.  155,  recently  issued,  was  the  total  sum  employed 
by  the  Treasury  for  the  purchase  of  2}  per  cent.  Con- 
solidated Stock  in  the  past  financial  year,  and,  if  so, 
why  a  larger  proportion  of  the  sum  available  for  the 
cancellation  of  the  National  Debt  was  not  devoted  to 
the  purchase  of  this  class  of  Stock.  The  reply  was  to 
the  effect  that  the  sum  mentioned  in  the  return  was  the 
total  sum  applied  to  the  cancellation  of  Consols  in  the 
last  financial  year,  and  under  the  circumstances  of  the 
time  it  was  considered  preferable  to  apply  the  old  and 
new  Sinking  Fund  mainly  to  the  extinction  of  unfunded 
debt.  Accordingly  Treasury  Bills  to  the  amount  of 
over  ;£'4,40o,ooo  were  bought  and  cancelled  in  addition 
to  the  ;£'i, 000,000  of  Exchequer  Bonds  drawn  and 
redeemed  under  the  late  Government's  scheme.  There 
were,  however,  other  funds  available  for  the  reduction 
of  the  funded  debt  during  the  year,  and  the  total  reduc- 
tion of  the  amount  of  Consols  was  £ifiyia6S' 


The  Bank  of 
Liverpool. 


In  the  Lancashire  Chancery  Court  at 
Liverpool  last  week  a  petition  by  the 
Back  of  Liverpool  was  heard,  which  asked  leave  to 
substitute,  for  the  present  deed  of  settlement,  memo- 
randum and  articles  of  association  which  would  have 
the  effect  of  enlarging  the  powers  and  scope  of  the 
bank's  operations  in  accordance  with  modem  practice. 
Some  discussion  seems  to  have  taken  place  as  to  the 
clauses  denoting  the  objects  of  the  concern,  and  the 
Vice-Chancellor  expressed  the  opinion  that  they  were 
wide  enough  to  enable  the  bank  to  start  a  racecourse, 
or  any  commercial  undertaking.  On  behalf  of  the 
bank  directors,  it  was  contended  that  the  operation  of 
such  clauses  was  limited  by  the  words  **  where  such 
"  arrangements  are  conducive  to  the  interests  of  the 
"  company."  The  Vice-Chancellor  said  he  would  not 
set  his  opinion  against  that  of  the  shareholders',  as  he 
did  not  suppose  the  Bank  of  Liverpool  intended  to  do 
anything  out  of  the  ordinary,  but  the  clauses  seemed  to 
be  extraordinarily  large,  and  in  future  applications  of 
that  kind  he  would  like  to  see  some  modification. 
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•♦The  Bnb-DlYiilon  ^  correspondent  of  the  Financial  Times 
of  JLudlti.*'  quotes  Pixley's  Auditors,  in  which  it  is 
said :  "  In  a  few  companies  auditors  are  appointed  to 
look  after  the  interests  of  a  particular  class  or  section," 
and  that  "  these  specially  appointed  auditors  have  to 
"  ascertain  that  their  clients  receive  their  full  privileges, 
"and  that  the  reserves  for  depreciation,  for  loss  on 
"  realisation  of  debts  and  the  general  reserve,  are  not 
"  unduly  high,"  and  makes  the  suggestion  that,  as  in 
these  days  there  are  many  and  varying  interests  in  the 
average  limited  liability  concern,  it  might  be  desirable 
that  each  interest  should  have  its  official  representative 
at  "  the  audit "  to  ascertain  that  justice  is  done  to  each 
particular  class.  Our  contemporary's  correspondent 
presupposes  that  the  auditor  of  to-day  is  incapable  of 
keeping  a  clear  head  during  the  course  of  his  audit,  so 
that  he  might  not  do  justice  to  all  parties.  This 
requires  to  be  proved  before  it  can  be  adopted,  and 
unless  this  particular  argument  can  be  proved,  there 
does  not  seem  to  be  much  value  in  the  suggestion.  We 
should  fancy  that  the  plan  suggested  would  be  rather 
expensive  from  the  company's  standpoint,  and  would 
merely  mean  that  some  portion  of  the  auditorial  work 
was  being  performed  three  or  four  times  over.  We 
have  not  heard  it  mooted  before  that  it  was  difficult  for 
an  auditor  to  see  that  justice  was  done  to  all  classes  of 
shareholders,  but,  perhaps,  some  proof  may  be  forth- 
coming in  support  of  the  contention. 


Oompany       In  the  House  of  Commons  last  week, 
BtatliUci.      on  the  motion  of  the  President  of  the 

Board  of  Trade,  the  following  returns  were  ordered  to 

be  made : — 

(i)  Of  the  companies  registered  during  the  year 
ended  the  31st  December  1906  which  filed  a  pro- 
spectus, and  to  which  certificates  to  commence  busi- 
ness have  been  granted,  stating: — ^Tbe  date  of 
registration,  date  of  the  prospectus,  amount  of  the 
nominal  capital,  amount  of  each  share,  amount 
issued  or  to  be  issued  otherwise  than  for  cash, 
amount  offered  for  subscription  in  cash,  amount 
underwritten,  commission  for  underwriting,  minimum 
subscription  required,  amount  allotted  before  com- 
mencing business,  amounts  per  share  payable  on 
application  and  allotment,  total  directors'  share 
qualification,  if  any,  and  date  of  the  certificate  to 
commence  business. 

(2)  Of  the  companies  registered  during  igo6  which 
filed  a  prospectus,  but  ^to  which  certificates  to  com- 


mence business  have  not  been  granted,  stating  the 
particulars  in  (i),  so  far  as  they  are  applicable. 

(3)  Of  the  companies  registered  during  1906  which 
filed  a  declaration  that  the  company  "  does  not  issue 
"any  invitation  to  the  public  to  subscribe  for  its 
"shares." 

(4)  Of  the  companies  registered  during  1906  which 
have  not  filed  a  prospectus  or  a  declaration  that  the 
company  "  does  not  issue  any  invitation  to  the  public 
to  subscribe  for  its  shares,"  and  stating  the  particu- 
lars specified  in  (i),  so  far  as  they  are  applicable. 

(5)  Of  the  companies  which  were  dissolved  or 
struck  off  the  register  during  1906. 

(6)  Of  the  total  number  of  companies  which  were 
dissolved  during  1906 : — 

(i)  By  order  of  the  Court ;  (2)  after  voluntary 
liquidation ;  and  (3)  pursuant  to  the  pro- 
visions of  Section  7  of  the  Companies 
Act,  1900. 

(7)  Of  the  total  number  and  nominal  paid  up  and 
considered  as  paid  up  capital  of  the  companies  regis- 
tered during  1906  in  London,  Edinburgh,  and  Dublin 
respectively,  distinguishing  limited  companies  from 
unlimited,  and  companies  registered  with  a  nominal 
capital  from  companies  registered  without  such 
capital. 

(8)  Of  the  total  number  and  paid  up  capital, 
including  amounts  considered  as  paid  on  vendors* 
and  other  shares,  of  all  companies  having  a  share 
capital  which  were  on  the  register  on  the  30th  April 
1907,  except  such  companies  as  were  in  course  of 
liquidation  or  removal  from  the  register  under  the 
provisions  of  Section  7  of  the  Companies  Act,  1900. 

(9)  Of  the  total  number  and  nominal  capital  of  the 
companies  registered  in  England,  Scotland,  and 
Ireland  respectively  in  every  year  since  the  com- 
mencement of  the  Companies  Act,  1862  to  1906 
inclusive. 

(10)  Of  the  fees  and  capital  duty  paid  in  respect  of 
registered  companies  during  1906. 


Corre0pon^ence  ant)  Bnquttfee. 

All  commnnlcatlons  to  the  Editor  should  he 
by  letter  only. 


The  Income  Tax  Reduction  League. 

(r#  tke  Editor  #/  TJU  Accountant,) 
Sir, — I  enclose  a  list  of  the  Committee  of  the  Income 
Tax  Reduction  League,  which  was  formed  on  Tuesday 
last. 
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Lord  Avebnry  is  the  first  President,  and  the  Hon, 
Herbert  Gibbs  Vice-President. 
Its  aims  are:— 

(i)  The  organisation  of  income-tax  payers. 

(2)  The  redaction  of  the  rate. 

(3)  To  impress  upon  successive  Governments  the 

necessity  for  taxing  trading  concerns  upon 
the  distributed  profits  only. 

At  present,  I  am  acting  as  Hon.  Secretary  and 
Treasurer  at  the  address  below,  and  shall  be  pleased 
to  give  any  information  desired  to  your  representative. 

A  first  subscription  list  will  shortly  be  published,  and 
I  shall  be  glad  to  receive  subscriptions  or  donations 
from  persons  interested  in  the  movement. 

Yours  faithfully, 

T.  HALLETT  FRY. 
2  Cloisters,  Temple,  E,C, 
June  i^th  1907. 

Sir  H.  Seton-Karr,  K.C.M.G. ;  Sir  Walter  WUkin; 
Right  Hon.  Lord  Avebury,  F.R.S.;  Hon.  Herbert 
Gibbs;  Sir  John  Puleston ;  Earl  of  KinnouU;  Mr. 
E.  B.  Merriman ;  Sir  Thomas  Brooke- Hitching ;  Mr. 
G.  H.  Bryan,  M.P. ;  Sir  Alfred  Hickman,  Bart. ;  Sir 
John  Brickwood ;  Mr.  H.  Drysdale  Woodcock ;  Right 
Hon.  Lord  Stanley,  K.C.V.O. ;  Mr.  T.  H.  Morris,  J.P. ; 
Mr.  Charles  Carus- Wilson,  F.R.S.,  Edin.;  Sir  John 
Craggs.  M.V.O.,  F.C.A.;  Sir  H.  Trueman  Wood;  Mr. 
John  Holt  Schooling,  F.S.S. ;  Mr.  Hugh  Chisholm ; 
Mr.  Percy  S.  Cox ;  Le  Viscomte  de  la  Chapelle ;  Mr. 
W.  Bruce  Clarke,  M.A.,  M.B.,  F.R.C.S.;  General 
Babbage;  Mr.  ).  C.  Sanderson;  Mr.  P.  Lyttleton-Gell ; 
Professor  H.  S.  Foxwell,  M.A. ;  Mr.  Horace  Cox ;  Mr. 
C.  A.  M.  Barlow,  M.A.,  LL.D.,  L.C.C.;  Mr.  T.  Hallett 
Fry. 


The  QueAtlon  of  Depreciation. 

{To  the  Editor  of  the  Accountant.) 
Sir,— It  is  surely  time  that,  as  accountants,  we 
ceased  to  display  our  lack  of  acquaintance  with  this 
subject.  The  method  proposed  by  Mr.  P.  D.  Leake 
was  urged  so  far  back  as  January  1894,  in  an  article 
in  Engineering,  Vol.  57,  p.  69,  where  a  form  of  deprecia- 
tion by  equal  amounts  is  given,  these  equal  amounts 
being  arrived  at  by  the  purchase  price  of  each  machine, 
less  estimated  scrap  value,  divided  by  the  estimated 
life.  On  the  same  page  will  be  found  reasons  for  the 
need  of  expert  engineering  knowledge  in  arriving  at  a 
true  scale  of  depreciation.  The  subject  is  further  dis- 
cussed in  Engineering  of  August  9,  September  20,  and 


October  4  1901,  and  at  least  in  three  published  books, 
two  of  which  have  passed  into  second  editions,  whilst 
the  third  is  one  of  the  volumes  of  "  The  Accountants' 
Library."  Mr.  Leake*s  method  is  therefore  no  new 
theory,  but  merely  a  rehearsal  before  a  fresh  audience. 

Yours  faithfully, 

FRANCIS  G.  BURTON. 
MancJtesterj  lyth  June  1907. 


The  Working  of  the  New  Table  A. 
(r«  tJU  EdiUr  of  The  Accountant.) 
Sir, — Would  some  of  your  readers  favour  me  with 
their  experience  of  the  working  of  the  new  Table  "  A." 
Several  solicitors  are  very  much  prejudiced  against  it, 
but  it  seems  to  me  that  it  should  work  smoothly  and 
easily.  Any  experience  of  its  working,  or  of  its  defects 
or  shortcomings,  will  be  much  appreciated  by. 

Yours  faithfully, 

17th  June  1907.  SIGMA  (F.C.A.). 


Qas  Companies. 

(To  the  Editor  of  the  Accountant.) 

Sir, — The  reply  to  "  Romano's "  question  is  quite 

clear.    If  he  will  look  again  at  the  provisional  order 

he  refers  to  he  will  see  that  it  does  not  "  authorise  "  the 

raising  of  any  capital,  but  that  it  limits  the  amount  of 

capital  which  the  company  may  raise  to  ;f20,ooo,  so 

that    the  company  can  raise    a   further   ;£*  10,000  in 

accordance  with  their  memorandum  and  articles   of 

association  under  the  Companies  Acts. 

The  effect  of  the  provisional  order  was  to  give  the 

company  further  powers  beyond,  but  not  in  lieu  of, 

their  memorandum  and  articles,  and  in  return  certain 

restrictions  were  imposed  upon  the  company  as  to  the 

amount  of  capital  they  could  raise,  the  price  to  be 

charged  for  gas,  &c. 

The    question   asked    by    •*  Romano "    is   a    legal 

and  not  an  accounting  one,  and,  if  he  consulted  the 

company's  legal  advisers,  they  would,  no  doubt,  advise 

him  as  above  for  a  consideration. 

X. 


Bngllsh  V.  American  Accountancy  Practice. 

(To  the  Editor  of  The  Accountant,) 
Sir,— I  notice  that  Mr.  A.  Filling's  remarks  regard- 
ing Ledgers  for  purchases  in  his  letter,  reproduced  in 
your  issue  of  i8th  ult.,  have  so  far  passed  without  com- 
ment; but  I  think  the  subject  might  well  be  discussed 
at  some  length,  as   the  best   methods  of  recording 
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purchase  or  expense  transactions  should  be  thoroughly 
considered  by  all  practising  accountants  in  the  interests 
of  those  of  their  clients  who  may  be  manufacturers, 
tradesmen,  and  the  like.  We  are  (or  should  be)  always 
open  to  learn  from  our  American  cousins,  but  I  do  not 
agree  with  Mr.  Pilling  when  he  advocates  doing  away 
with  the  Purchase  Ledger  (in  whatever  form).  Mr. 
Pilling  speaks  of  posting  direct  to  the  Nominal 
Accounts  as  if  it  were  something  new,  but  so  far  as  my 
experience  goes  I  should  say  it  is  very  old-fashioned ; 
indeed,  this  seems  to  have  been  the  first  step  to  raising 
the  Nominal  Accounts.  Then  an  advance  was  made 
by  having  more  columns  introduced  in  the  Cash  Book, 
and  instead  of  posting  each  individual  amount  to  the 
Nominal  Ledger  the  payments  were  classified  under 
various  headings  and  posted  in  total.  Then  the  next 
step  brings  us  down  to  the  present  day  Purchase  or 
Expenses  Journal,  which,  I  am  sure,  nearly  all  English 
accountants  will  agree  is  ideal,  and  the  slightest  prac- 
tical experience  approves  of  it.  In  the  first  place,  there 
is  no  need  of  troubling  one's  head  so  very  much  about 
"those  outstandings,"  as  with  the  Journal  every 
invoice  or  demand  note  that  comes  into  the  office  is 
entered  in  the  Journal  in  order,  thus  all  liabilities  at 
any  date  will  appear  in  the  Ledger. 

Mr.  Pilling  says  **  outstandings  are  added  at  balancing 
periods  and  the  charge  for  the  period  completed  "  ;  but 
how  long  does  it  take  to  find  out  the  outstandings  where 
there  is  no  Ledger  Account  of  some  sort,  whether  on 
cards  or  bound  in  a  Ledger?  It  is  surely  not  an 
unknown  thing  to  have  to  hunt  about  for  a  mislaid 
statement  or  invoice  before  outstandings  can  be  arrived 
at,  and  in  the  case  of  expenses  sometimes,  where  no 
Ledger  Account  has  been  kept,  to  have  to  wade  through 
a  lot  of  old  invoices,  &c.,  to  find  out,  say,  the  period 
covered  by  a  payment.  I  think  here  Mr.  Pilling  seems 
to  be  a  little  ambiguous,  for  he  speaks  of  payments 
posted  direct  to  Nominal  Accounts,  and  then  below  of 
instant  reference  to  any  creditor's  account ;  if  it  is 
merely  the  bound  Ledger  that  he  objects  to,  then  I 
admit  it  is  better  to  have  the  Ledger  Accounts  on 
cards ;  but  I  should  like  Mr.  Pilling  to  explain  where 
the  "  saving  of  labour "  comes  in  by  discarding  the 
Purchase  or  Expenses  Journal,  posting  cash  to  the 
Nominal  Accounts,  and  also  posting  invoices  in  a  sort 
of  memo,  way  to  Creditors'  Accounts  on  cards. 
It  seems  to  me  that  the  English  way  is  unequalled — i.e., 
posting  from  the  Journal  to  the  Creditors'  Accounts  on 
the  cards  or  into  a  bound  Ledger ;  and  in  many  cases 
it  is  far  easier  to  classify  expenditure   by  using    a 


Journal— «.^.,  take  the  case  of  an  invoice  containing 
particulars  of  capital  and  revenue  expenditure,  withoat 
a  Journal  the  invoice  has  to  be  analysed  on  the 
counterfoil  of  the  cheque  book,  so  that  when  the 
cheque  is  entered  in  the  Cash  Book  it  may  be  "split 
up,"  or  else  separate  cheques  must  be  drawn  for  the 
two  kinds  of  payments.  Hoping  these  remarks  may 
elicit  other  opinions  on  the  subject. 

Yours  truly, 
June  iSth  1907.  ARTICLED  CLERK. 


Compensation  Levy. 

(To  ike  Editor  of  Th»  Accountant.) 

Sir,— With  reference  to  Mr.  Hill's  letter  of  the  loth 
inst.,  there  is  a  similarity  between  the  compensation 
levy  and  the  charge  for  depreciation  of  a  lease.  The 
levy  is  virtually  a  setting  aside  of  profits  which  are 
subsequently  used  for  writing  down  the  value  of  a 
partially  lost  asset,  and  I  maintain  that,  if  the  charge  is 
allowed  before  arriving  at  the  figure  for  assessment 
under  Schedule  D,  the  whole  of  the  sum  received  should 
be  brought  in. 

As  regards  Mr.  Husey's  letter  there  are  several  differ- 
ences between  compensation  levy  and  fire  insurance 
premiums— ^.^.,  in  the  case  of  a  fire  it  is  possible,  and 
often  obligatory,  to  repair  the  damage,  whereas  it  is 
impossible  to  make  use  of  the  amount  received  from  the 
Compensation  Fund  in  the  way  of  reviving  a  licence. 
Moreover,  a  brewer  is  not  allowed  to  charge  fire  insur- 
ance premiums  on  tied  houses  in  his  accounts  before 
assessment.  Also  it  must  be  borne  in  mind  that  there 
are  special  features  in  connection  with  a  licence  which 
do  not  obtain  in  the  case  of  unlicensed  property. 

In  conclusion,  may  I  tender  through  you  my  personal 
thanks  to  Mr.  Hill  for  giving  us  the  benefit  of  his 
experience. 

Yours  faithfully, 

18/A  June  1907.  EMOCNIXAT. 

Central  Auoclallon  of  Accountants— A  Disclaimer. 

{To  th€  Editor  of  The  Accomntani.) 
Sir, — ^The  attention  of  my  clients— The  Central 
Association  of  Accountants,  Lim. — has  been  drawn  to  a 
leading  article  of  the  current  number  of  your  paper  in 
which  you  «tate  that  the  Secretaries'  Association  therein 
mentioned  was  registered  by  the  Secretary  of  the 
Central  Association  of  Accountants,  Lim. 

I  am  instructed  to  inform  you  that  my  clients  have  no 
connection  whatever  with  the  Association  in  question,  the 
papers  relating  to  which,  they  have  ascertained,  were  filed 
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by  Mr.  W.  G.  Hall  in  a  professional  capacity,  and  that 
he  used  neither  the  name  or  the  address  of  the  Central 
Association  of  Accountants  in  relation  thereto. 

My  clients  strongly  protest  against  the  unjustifiable 
and  misleading  introduction  of  their  name  into  the 
article  in  question,  which  is  causing  them  serious  injury, 
and  in  view  of  the  above  assurance  my  clients  desire 
that  you  will  be  kind  enough  in  your  next  issue  to  give  an 
equal  publicity  to  this  disclaimer  in  order  to  correct  the 
erroneous  impression  which  your  article  has  created. 
I  am,  Sir,  your  obedient  servant, 

London,  iSth  June  1907.  JAS.  LEE  SMITH. 

Reserves  and  Reserve  Funds, 

{T&  tk*  Editor  of  TJU  Accountant.) 
Sir,— May  I  trespass  on  your  space  to  put  the  follow- 
ing question : — 

Is  it  correct,  from  an  accountant's  point  of  view,  for 
a  company  to  earmark  certain  investments  and  call  the 
total  ^^ Reserve  Fund''  without  creating  a  ''Reserve 
Account "  of  equal  value  on  the  Liabihty  side  of  the 
Balance  Sheet  out  of  profits  ?  In  other  words,  is  such 
a  Reserve  Fund  properly  a  "  Reserve  Fund  "  at  all  ?  Is 
it  not  rather  **  Reserved  Funds  "  on  investments  ? 
Yours  faithfully, 
igth  June  1907.  INQUIRER. 


(Sbttuats* 

William  Briggs,  F.C.A. 

We  regret  to  announce  the  death  of  Mr.  William  Briggs, 
F.C.A.,  of  the  firm  of  Hudson,  Smith,  Briggs,  Smith  & 
Taylor,  Chartered  Accountants,  of  Bristol  and  London. 
Mr.  Briggs  died  on  the  nth  June  after  a  short  illness  con- 
sequent upon  a  stroke  of  paralysis.  He  had  been  in  delicate 
health  for  some  time,  and  last  year  he  was  away  from  busi- 
ness for  several  months.  Mr.  Briggs  was  an  original 
member  of  the  Institute  of  Chartered  Accountants,  and  had 
spent  practically  the  whole  of  his  business  life  in  Bristol  and 
South  Wales,  where  his  loss  will  be  felt  by  a  large  circle  of 
friends,  as  well  as  by  his  two  surviving  partners,  Mr.  Clare 
Smith,  F.C.A.,  and  Mr.  Arthur  Taylor,  F.C.A.  He  was  a 
former  secretary,  and  subsequently  a  director,  of  the  Great 
Western  Colliery  Company,  and  was  also  professionally 
connected  with  Norths  Navigation  Collieries  and  the  Lewis 
Merthyr  Collieries.  Mr.  Briggs  was  fifty-five  years  of  age, 
and  leaves  a  widow  and  five  children  to  mourn  his  loss. 

The  funeral  took  place  on  the  14th  insc.  at  St.  Mary's 
Churchyard,  Stoke  Bishop.  The  followiog  were  the 
mourners : — Mrs.  Briggs  (widow),  the  Rev.  H.  S.  Briggs  and 
Master  Briggs  (sons).  Miss  Briggs  (daughter).  Miss 
Constance  Briggs  (sister).  Miss  Featherstone  and  Miss  L. 
Featherstone  (sisters-in-law),  Mr.  and  Mrs.  Clare  Smith, 
Mr.  Arthur  Taylor,  Dr.  Dacre,  Mr.  Sage,  Mr.  Hall,  Mr. 
James,  Mr.  J.  McMurtrie,  and  Alderman  C.  J.  Low.  The 
funeral  service  was  conducted  by  the  vicar  (Canon  Alford), 
assisted  by  the  Rev.  W.  F.  Bryant,  of  St.  Mary's,  Tyndall's 


Park.  Amongst  those  present  at  the  interment  were 
Professor  Ferrier,  Mr.  Charles  Thomas,  Col.  Ellis,  the 
Town  Clerk  (Mr.  E.  J.  Taylor),  Messrs.  E.  N.  Tribe, 
J.  Bolton,  F.  Brain,  F.  W.  Baber,  representing  Bristol 
Chartered  Accountants;  J.  G.  Dennehy,  Philip  Triggs, 
A.  J.  Russell,  F.  Clark,  G.  G.  Johnson,  F.  Percy  Jenkins, 
C.  E.  Parry,  W.  B.  Harris.  Messrs.  Hudson,  Smith,  Briggs 
&  Co.  were  represented  by  the  following : — Messrs.  T.  E. 
Bullock,  J.  Herbert,  T.  E.  Jones,  A.  H.  Fielden,  A.  H. 
Holbrook,  W.  H.  Crocker,  W.  G.  Duggan,  B.  Tedman, 
E.  S.  Tanner,  S.  W.  Cornwall,  H.  K.  Barton,  W.  H.  Hos- 
kins,  H,  Tolley,  and  G.  Davis.  The  coffin  bore  the  inscrip- 
tion on  the  breast-plate:  "  William  Briggs,  died  nth  June 
1907  ;  aged  fifty-five  years." 


XCbe  Sttdtol  Cbattetet)  Bccountants 
StuDentd'  Societs« 


Notes  on  Principal  and  Agent. 


By  Dr.  Tinsley  Lindlby,  LL.D. 


A  Lecture  read  before  the  above  Society. 

"Qui  facit  per  alium,  facit  per  se"  is  the  maxim  imply- 
ing the  means  whereby  a  person — called  an  agent — is 
employed  to  bring  another  person — the  principal  — 
into  legal  relationship  with  third  parties.  There  is  no 
restriction  upon  employing  such  a  person  unless  the  same  be 
expressly  forbidden  by  statute.  (R.  v,  Kent  fusticeSf  L.R.  8 
Q.B.  305 :  Re  Whitley  Parsons,  32  Ch.D.  337.) 
Classijieation  of  Agents. 

(i)  special. — Those  authorised  to  do  a  particular  act,  and 
therefore  invested  with  limited  authority. 

(2)  General.— Those  authorised  to  do  all  or  any  acts  coming 
within  the  limits  of  the  position  in  which  they  have  been 
placed. 

(3)  Universal. — Those  whose  authority  is  unlimited. 

Appointment. 

A  person  under  disability  to  contract  cannot  get  rid  of 
such  disability  by  merely  appointing  an  agent  to  act  for  him, 
though  a  person  under  disability  may  be  appointed  an  agent. 
(See  King  v.  Ballard,  1  H.  &  M.  343.) 
Methods  of  Appointment. — 

(a)  Under  Seal, — If  the  agent  is  to  have  authority  to 
contract  under  seal,  then  his  appointment  must  be  under 
seal  (a  power  of  attorney). 

By  the  Statute  of  Frauds,  Sections  i,  3,  where  the  agent 
is  to  enter  into  contracts  therein  referred  to—viz.,  the  grant- 
ing of  leases  exceeding  three  years^he  must  be  authorised 
in  writing,  but  8  &  9  Vict.  c.  106,  s.  3,  now  requires  a  deed 
where  the  Statute  of  Frauds  required  writing. 

{b)  In  Writing.— By  the  Companies  Act,  1900,  Section  9 
(ii.),  any  agent  signing  a  prospectus  must  be  authorised  in 
writing.  In  cases  under  the  Sale  of  Goods  Act,  1893,  the 
agent  may  be  verbally  authorised. 
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(c)  By  Paro/.— No  particular  form  is  required  unless  there  be 
some  special  provision;  therefore,  an  agent  in  most  cases 
may  be  appointed  verbally,  but  writing  is  the  more  satis- 
factory, when  care  should  be  exercised  to  include  all  the 
terms  of  the  contract  of  employment. 

(d)  By  Implication.— *' Where  one  has  so  acted  as  from 
•*his  conduct  to  lead  another  to  believe  that  he  has 
**  appointed  someone  to  act  as  his  agent,  and  knows  that 
"  such  other  person  is  about  to  act  on  that  belief,  then,  unless 
•*  he  interposes,  he  will  in  general  be  estopped  from  denying 
"  the  agency,  though,  in  fact,  no  agency  existed."  (Pole  v. 
Uak,  33  L.J.  C.  162 ;  see  Ball  v.  DunsUrville,  4  T.R.  313.) 

This  may  arise  from  conduct  of  the  parties — 
e.g.,  a  servant  habitually  buying  for  his  master  ; 
or  from  situation  of  the  parties — 

e.g.,  &  wife  is  an  agent  for  her  husband,  according  to 

circumstances ; 
a  partner  in  a  firm ; 
or  from  necessity — 

e.g.,  a  ship's  master,  to  pledge  for  repairs  and  supplies, 
upon  necessity  arising  during  a  voyage  [Hall  v.  Jupe, 
49  L.J.  C.P.  721) : 
common  carrier  in  case  of  necessity  (Great  Northern 
Railway  v.  Swaffield,  L.R.  9  Ex.  132). 
(e)  By  Ratification.— Although  the  relation  of  principal 
and  agent  may  not  be  in  existence  at  the  time  the  contract 
is  entered  into,  yet  the  principal,  by  adopting  the  contract, 
will  be  bound  to  the  same  extent  as  if  the  contract  had  been 
made  by  his  authority. 
The  principles  of  ratification  are : — 
(i)  The  principle  must  be  in  existence  when  the  contract 
is  made.    (Kelner  v.  Baxter,  L.R.  2  C.P.  174 ;  Re 
Northumberland  Hotel,  33  Ch.D.  186:  Natal  Company 
V,  Pauline  Syndicate,   1904,   A.C.   120;   Howard  v. 
Patent  Ivory  Company,  L.R.  38  CD.  156.) 

(2)  The  agent  must  disclose  that  he  purported  to  act  on 

behalf  of  a  principal  (Keighley  Maxted  v.  Durant, 
1901,  A.C.  240),  who  may  be  ascertained  by  interest 
— e^.,  for  an  administrator  not  then  appointed. 
(Foster  v,  BaUs,  12  M.  &  W.  226 :  Re  Watson,  L.R. 
19  Q.B.D.  234.) 

(3)  Ratification  must  be  of  the  whole  contract.  (Fergusson 

V,  Carrtngton,  9  B.  &  C.  59.) 

(4)  It  dates  back  to  date  of  the  contract,  but  before  ratifi- 

cation the  unauthorised  contract  may  be  mutually 
rescinded  by  the  other  parties.  (Walter  v,  James, 
L.R.  6  Ex.  124 ;  Bolton  v.  Lambert,  L.R.  41  CD.  295.) 

(5)  The  principal  must  be  fully  acquainted  with  the  facts, 

or  be  shown  to  have  adopted  them,  whatever  they 
were.    (March  v.  Joseph,  1897,  i  Ch.  213.) 

(6)  The  contract  must  be  one  the  principal  may  lawfully 

perform. 

Mutual  Duties. 
Agent  to  Principal. — 

An  agent  will  be  guided  by  the  terms  of  the  engagement, 


and  if  he  performs  his  part  faithfully,  honestly,  and  to  the 
best  of  his  abiUty,  he  will  have  done  all  required  of  him. 
If,  however,  he  is  appointed  upon  the  understanding  that 
he  is  possessed  of  special  skill  and  accepts  the  position,  he 
must  show  such  special  skill  or  he  will  be  liable  in  damages 
to  his  principal — e.g.,  solicitor,  insurance  broker. 

He  stands  in  a  fiduciary  position  towards  his  principal, 

and  the  latter  is  entitled  to  all  benefits  that  arise,  therefore— 

(i)  Agent  cannot  use  his  position  for  his  own  benefit,  such 

as  by  converting  himself  into  a  principal.    (Rubinsom 

V.  MuUatt,  L.R.  7  H.L.  802.) 

Agent  appointed  to  sell  or  purchase  for  his  principal 

cannot  buy  or  sell  his  own  goods  to  his  principal 

without  the  knowledge  and  consent  of  the  latter 

(Waddell  v.  Bloxley,  L.R.  4  Q.B.D.  678).  otherwise 

he  is  entitled  to  repudiate  the  sale  or  purchase. 

(2)  Agent  must  not  make  any  secret  profits— the  question 

of  bias  does  not  arise.  (Morris  v.  Thompson,  L.R.  9 
Q.B.  480;  Kimber  v.  Barker,  L.R.  8  Ch.  56: 
Harrington  v.  Victoria  Company,  3  Q.B.D.  549.) 
Such  profits  may  be  recovered  by  the  principal  as 
money  had  and  received  to  his  use.  (WhaUy  Bridge 
Company  v.  Green,  5  Q.B.D.  109.) 

(3)  The  principal  may  recover  from  the  agent  any  secret 

commission,  and  is,  further,  a  ground  for  dismissal. 
(Boston  Deep  Sea  v.  Audsell,  39  Ch.D.  339.) 

(4)  An  agent  cannot  take  commission  from  both  parties 

unless  the  principal  approves  of  it,  or  a  distinct 
usage  exists  and  constructive  knowledge  on  the 
part  of  the  principal  can  be  shown.  (Bartram  v. 
Lloyd,  88  L.T.  286.) 
In  order  to  approve,  the  principal  must  have  the 
exact  nature  of  the  interest  fully  disclosed.  (Lhmme 
V.  English,  18  Eq.  524.) 

(5)  An  agent  cannot  delegate  his  authority  to  another 
person,  but  the  rule  is  relaxed 

(a)  Where  custom  sanctions  it. 

(b)  Where  delegation  is  necessary  for  proper 
performance. 

(c)  Where  there  is  an  agreement,  express  or  implied, 
to  that  effect.  (See  De  Bussche  v.  AU,  8  Ch.D. 
286.) 

(6)  An  agent  must  not  make  use  of  any  materials  or 
information  which  he  has  received  in  the  employ- 
ment of  his  principal  to  the  disadvantage  of  the 
latter.  (Lamb  v.  Evans,  1893,  i  Ch.  219;  Robb  v. 
Green,  1895,  2  Q.B.  315 ;  Louis  v.  Smellie,  1896,  73 
L.T.  226.) 

(7)  If  a  contract  has  been  made  by  an  agent  who  has  been 
bribed,  the  principal  may  repudiate  the  same. 
(Shipw(Qf  V.  Broadwood,  1899,  i  Q.B.  369.) 

The  principal  also  may  recover  such  bribe  from 
the  agent,  and  damages  from  the  third  parties,  for 
any  loss  arising  out  of  the  contract.  (Me^yorofSdlford 
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V.  Lever,  1891,  i  Q.B.  168 ;  Grant  v.  Gold  Company, 
Lim.y  1900,  I  Q.B.  233.) 
Generally  an  agent  must  keep  proper  accounts,  and  render 
same  on  demand  (White  v,  Lincoln,  8  VeS.  363),  and  should 
keep  his  principal  fully  informed.  An  agent  may  undertake 
to  indemnify  his  principal  against  loss  owing  to  the  default 
of  third  parties,  when  he  is  termed  a  del  credere  agent.  The 
undertaking  need  not  be  in  writing.  (Sutton  v.  Gray,  1894, 
I  Q.B.  285  ;  Couturier  v,  Hastie,  8  Ex.  40.) 

Statutes  of  Limitation  do  not  run  against  the  principal  so 
long  as  the  agent  continues  in  such  capacity.  (Williams  v. 
Peel,  L.R.  12,  Eq.  149.) 

An  agent  has  a  lien  which  varies  according  to  particular 
customs  and  usages. 
Principal  to  Agent. — 

(i)  The  principal  must  pay  the  agreed  remuneration  or 
commission,    and    such    expenses  as    have   been 
properly  incurred. 
The  agent  is,  as  a  rule,  entitled  to  bis  remuneration  as 
^     soon  as  he  has  done  the  work  desired,  whether  the 
same  is  subsequently  accepted  by  the  principal  or 
not.    If  the  agent  has  been  the  efifective  cause  in 
bringing  the  parties  together,  and  done  all  that  is 
necessary  to  bring    about  the    formation    of  the 
contract,  the  principal  cannot  refuse  to  pay  merely 
because    the    contract    was    not    entered    into. 
(Prichett  v,  Bodger,  i  C,B.,  N.S.  296 ;  Green  v.  Lucas, 
33  L.T.  N.S.,  584;  Simpson  v.  Lamb,  17  C  B.  603; 
Fisher  v.  Drewitt,  39  L.T.  253.) 
If  the  work  of  the  agent  may  result  in  subsequent 
transactions,  he  should  see  that  the  terms  are  clearly 
set  forth  in  his  engagement.     (Trtbe  v.  Taylor,  L.R. 
I  C.P.  505 ) 
(2)  The  principal  must  indemnify  the  agent  for  losses  and 
liabilities  incurred  in  the  course  of  his  agency,  in 
respect  of  lawful  acts  done  in  pursuance  of  his 
authority.     (Toplis  v.  Crane,  5  Bing.    N.C.   636; 
Beits  V.  Gettins,  2  A.  &  E.  57.) 
There  is  no  indemnity  in  case  of  wrongful  acts,  as  the 
agent  would  be  a  joint  wrong-doer.     (Merryweather 
V.  Nixon,  8  T.R.  186.) 
Where  the  agent  is  authorised  to  act  in  a  matter  where, 
by  particular  custom  or  usage,  liabilities  may  be 
incurred  by  him  he  is  entitled  to  be  indemnified 
subject  to  the  following  conditions  : 
(a)  The  loss  must  not  have  been  caused  by  default 
of  the  agent  himself.    (Ellis  v.  Pond,  1898,  i 
Q.B.  426;  Duncan  v.  Hill,  L.R,  8  Ex  242.) 
(6)  The  custom  must  be  well  known.    (Grissell  v. 
Bristowe,  L.R.  3  C.P.  112  ;  Perry  v.  Bamett, 
14  Q.B.D.  467  ;  S^mourv,  Bridgett,  14  Q.B.D. 
460.) 


(e)  The  custom  must  be  reasonable  and  legal,  or 
express  knowledge  of  the  custom  known. 
(Neilson  v,  James,  9  Q.B.D.  546.) 
Principal  and  Agent  to  Third  Parties, — 

As  a  general  rule,  an  agent  is  not  liable  on  the  contract, 
only  the  principal,  but  to  this  there  are  certain  exceptions, 
(i)  Where  the  Principal  is  disclosed. 
Here  the  principal  is  the  proper  person  to  sue  or  to  be 
sued,  but  the  agent  may  make  himself  personally  liable,  and 
the  third  party  may  give  credit  exclusively  to  the  agent 
where  there  will  be  no  remedy  over  against  the  principal. 
(Paterson  v.  Gandasequi,  2  Sen.  L.C.  368.) 
The  cases  in  which  the  agent  is  personally  liable  are : 

(a)  Where  he  agrees  to  be  so.     (Colder  v.  Dobell,  L.R. 

C.P.  486 ;  Mager  v.  Athinson,  2  M.  &  W.  440.) 

(b)  Where  the  contract  is  under  seal  and  made  by  the 

agent  in  his  own  name.  This  is  a  rule  of  law. 
(Southampton  v.  Brown,  6B.  &  C.  718  ;  Re  International 
Cons.  Company ,  L.R.  6,  Ch.  525.) 

(c)  Where  the  agent  is  a  party  to  a  bill  or  note,  unless 

he  signs  for  or  on  behalf  of  his  principal.  (Bill  of 
Exchange  Act,  1882,  Sect.  26.) 

(d)  Where  the  principal  is  resident  abroad,  and  purchases 

goods  in  England  through  an  agent,  the  seller,  apart 
from  express  evidence  to  the  contrary,  contracts  with 
the  agent.  (Smyth  v.  Anderson,  7  C.B.  21  ;  Hulton 
V.  Bulloch,  L.R.  9,  Q.B.  572  ;  Thompson  v.  Davenport, 
9  B.  &  C.  87.)  (See  also  Elbinger  v.  Claye,  L.R.  8, 
Q.B.  313 ;  Kaltenhach  v.  Lewis,  L.R.  10,  A.C.  617.) 
This  case  may  be  excluded  where  privity  can  be 
established  between  the  principals  themselves. 
(Mahony  v.  Kahula,  14  C.B.  390 ;  Flinn  v.  Hoyle,  63 
L.J.  Q.B.  I.) 

(e)  Where   custom    of    the    trade    makes    him    liable. 

(Humfrey  v.  Dale,  E.B.E.  1004 ;  Imperial  Bank  v. 
Katherine  Docks,  46  L.J.  C.  335  ;  Pike  v.  Ongley,  18 
Q.B.D.  708.) 

(2)  Where  the  Principal  is  undisclosed. 
The  general  rule  is  that  the  principal  or  agent  may  sue 
upon  the  contract  (Sims  v.  Bond,  5  B.  &  Ad.  392),  and  the  third 
party  may  sue  the  agent,  or,  upon  discovery,  the  principal. 
(Thompson  v.  Davenport,  9  B.  &  C.  78.) 
But  several  points  must  be  noticed. 

(a)  If  the  agent  describes  himself  as  principal  in 
the  contract,  he  alone  can  sue.  (Humble  v. 
Hunter,  12  Q.B.  310.) 
(6)  Parol  evidence  cannot  be  given  on  behalf  of  a 
person  who  has  signed  as  principal  to  prove 
he  was  in  fact  an  agent,  but  it  is  admissible  to 
prove  that  a  party  apparently  not  liable  is 
really  liable.  (Wilson  v.  Hart,  7  Taunt.  296; 
Truman  v.  Loder,  11  A.  &  E.  589;  Higgins  v. 
Senior,  SM.&W.  834.) 
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{c)  The  remedy  as  against  the  undisclosed  principal 
may  be  lost  where  his  existence  was  not  dis- 
closed at  time  of  the  contract, 
(i.)  By  the  principal  in  the  meantime  having 

honestly  settled  with  the  agent ;  or 
(ii.)  By  the  third  party  dealing  with  the  agent 
so  as  to  prejudice  the  principal  in  his 
relations  with  the  agent,  leading  the 
former  to  believe  the  agent  alone  was  to 
be  held  liable.  (Irvine  v.  Watson, 
5  Q.B.D.  414;  Armstrong  v,  Stokes, 
L.R.  7  Q.B.  603 ;  Davidson  v,  Donaldson, 
9  Q.B.D.  623;  Reay  v,  Fenwick,  L.R. 
I  C.P.D.  745.) 

Note  as  to  Set-off,— li  the  principal  sue  upon  the  contract 
he  must  do  so  subject  to  any  right  of  set-off  the  third  party 
had  against  the  agent  before  he  knew  the  latter  was  acting 
for  a  principal.  Set-off  will  not  be  allowed  if  the  third 
party  was  aware  that  the  agent  was  sued,  although  he  was 
not  aware  of  the  identity  of  the  principal.  {George  v. 
Claggett,  2  Sen.  L.C.  185 ;  Montagu  v.  Forward,  1893,  2  Q.B, 
350;  Cooke  V.  Eshelby,  12  Ap.C.  271.) 

There  is  no  set-off  as  against  the  principal,  if  the  agent 
sues,  because,  as  the  principal  was  undisclosed,  credit  could 
not  have  been  given  to  him. 

(4)  The  liability  of  the  principal  and  agent  is  alternative, 
not  joint ;  the  third  party  cannot  proceed  against 
one  and  subsequently  against  the  other.  {Scarf  v. 
Jardine,  1882,  7  Ap.C.  345;  Kendall  v.  Hamilton, 
4  Ap.C.  704  ;  Cross  v.  Matthews,  1904, 91  L.T.  500; 
Morse  v.  Westmoreland,  1904  Ap.C.  11 ;  Priestley  v. 
Feamie,  3  H.  &  C.  977.) 

Authority  of  an  Agent. 
The  real  authority  of  an  agent  depends  upon  the  terms  of 
his   engagement.     If  it    be   in    writing  parol  evidence  is 
inadmissible  to  vary  it.     {Hogg  v.  Smith,  i  Taunt.  347.) 

But  as  between  third  parties  and  principal  and  agent  the 
authority  is  said  to  be  the  ostensible  authority,  meaning  that 
which  a  person  ordinarily  has  when  placed  in  a  similar 
position — that  is,  the  full  apparent  authority  due  to  his 
position  and  employment.  There  can  be  no  secret  limita- 
tion of  an  agent's  ostensible  authority.  {Smethurst  v.  Taylor, 
12  M.  &  W.  546  ;  Watteau  v.  Fenwick,  1893,  i  Q.B.  346.) 

In  cases  of  special  agents,  if  the  third  party  knows  his 
authority  to  be  special,  such  third  party  is  bound  to  ascertain 
the  real  extent  of  the  agent's  authority  {Sandeman  v.  Scurr, 
L.R.  2  Q.B.  86),  and  the  principal  will  not  be  bound  by  any 
acts  in  excess  of  the  agent's  authority — c.f.  (Howard  v. 
Sheward,  L.R.  2  C.P.  48;  Brady  v.  Todd,  9  C.B.  N.S.  592; 
Payne  v.  Leaconfield,  51  L.J.  Q.B.  642). 

In  Howard  v.  Baillie  (2  H.Bl.  618)  the  principle  was 
adopted  that  *' authorities  are  to  be  construed  so  as  to 
**  include  all  the  necessary  means  of  executing  them  with 


"effect."  But  that  principle  cannot  confer  upon  the  agent 
a  different  kind  of  authority  to  that  contained  in  the  original 
authority — e.g.,  an  estate  agent  authorised  to  procure  a  par- 
chaser  has  no  authority  to  enter  into  contract  of  sale. 
(Chadbum  v.  More,  61  L.J.  Ch.  674.) 

The  authority  will  vary  according  as  the  agent  is  a  special 
or  general  one,  and  notice  must  be  taken  of  any  custom  or 
usage  of  the  trade  or  market.  (Dickinson  v.  Lilwall,  4  Camp. 
279.) 

The  principal  general  agents  are  factors,  auctioneers, 
bankers,  brokers,  insurance  brokers,  solicitors,  and  commis- 
sion agents. 

Misrepresentation  0/  Agent.  —  If  an  agent  does  any 
unauthorised  acts  by  representing  himself  as  having  an 
authority  which  he  does  not  possess  or  which  exceeds  that 
which  he  has,  he  is  liable  for  breach  of  an  implied  warranty 
of  authority  (Cullen  v.  Wright,  8  £.  &  B.  647 :  Starkiy  v. 
Bank  of  England,  1903,  Ap.C.  114),  provided  the  want  of 
authority  was  not  known.  (Saj^ron  Weldon,  Son  v.  Rayner, 
L.R.  14  C.B.  406.) 

The  same  will  result,  though  the  agent  bond  fid$  believed 
himself  to  have  such  authority  (Sheffield  Corporation  v. 
Barclay,  1903,  2  K.B.  580 ;  1905,  H.L. ;  OUvir  v.  Bmnk  ej 
England,  1902,  t  Ch.D.  610) ;  but  an  agent  acting  in  good 
faith  will  not  be  liable  if  his  original  authority  has  been 
revoked  by  death  of  his  principal  (Senoutk  v,  Tebmy,  10 
M.  &  W.  i)  or  dissolution  of  a  company  principal  [Salton  v. 
New  BeestonCo.,  1900,  i  Ch.  43). 

The  damages  will  be  such  as  naturally  flow  from  the  Act 
(Simons  v.  Patchett,  7  E.  &  B.  568),  including  costs  of  an 
action  brought  against  the  supposed  principal.  {Hughes  v. 
Graeme,  33  L.J.  Q.B.  335.) 

Fraud  of  Agent. 

The  principal  is  liable  for  the  fraud  of  his  agent  in  the 
course  of  and  on  behalf  of  the  principal's  business. 
(Barwick  v.  English  Joint  Stock  Bank,  L.R.  2  Ex.  259.) 

The  principal  will  not  be  liable  for  any  fraud  committed 
outside  the  scope  of  the  agent's  authority,  nor  for  his  own 
benefit.  (British  Mutual  Banking  Company  v.  Chamwood  Rail- 
way, 18  Q.B.D.  714;  Thome  v.  Head,  1895,  Ap.C.  495.) 

The  principal's  liability  will  not  relieve  the  agent— he  is 
liable  all  the  same.  (Peto  v.  Blades,  5  Taunt.  657  ;  see  also 
Mackay  v.  Commercial  Bank,  L.R.  5  P.C.  394  :  Houldswortk  r. 
Glasgow  Bank,  5  Ap.  317  ;  Rubens  v.  Great  FingallCons.,  1904. 
2  K.B.  712.) 

Termination  of  Agency.— This  may  occur  by  operation  of 
law  or  act  of  the  parties — 

(i)  By  agreement. 

(2)  By  effluxion  of  time. 

(3)  By  complete  performance  of   the  particular   trans- 

action. 

(4)  By  destruction  of  the  subject«matter. 
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(5)  By  death  of  the  principal  or  agent  (Senouth  v.  Teberry^ 

10  M.  &  W.  I.) 

(6)  By  bankruptcy  of  the  principal — but  not  necessarily 

by  that  of  the  agent. 

(7)  By  revocation  on  the  part  of  the  principal  or  renun- 

ciation on  part  of  the  agent. 

After  revocation  the  principal  will,  nevertheless,  be 
liable,  unless  notice  of  the  same  has  been  given  to 
third  parties  who  may  act  on  faith  of  the  previous 
authority.     (Senouth  v.  Teherry,  10  M.  &  W.  i ) 

(8)  By  insanity  of  the  agent  or  principal;  but   in   the 

latter  event,  if  third  parties  have  dealt  with   the 


agent  in  good  faith  and  without  notice  oi  the  deter- 
mination, the  principal  will  still  be  bound.  (Drew 
V.  Nuntiy  4  Q.B.D.  661.) 


Aeetinad  tot  tbe  ensuing  TUleeli* 


Monday  —  Institute  of  Chartered  Accountants.  — 
Executive  Committee,  at  2.30  p.m.  ;  Parliamentary 
and  Law  Committee,  at  3.30  p.m. 

Tutsday — Institute  of  Chartered  Accountants. — Stu- 
dents' Societies  Grants  Committee,  at  3  p.m. 


mnion  of  CbatteteD  Bccountant  StuDent  Societies* 


Dr. 


Income  and  Expenditure  Account  for  the  year  ended  December  31st  1906. 


Cr. 


To  Travelling  of  Representatives  and  Expenses  of  Grants 

Sub-Committee  

»  Stationery,  Printing,  and  Sundries I 

u  Postages 

V  Expenses  of  Chairman  of  Committee         I 

•  Expenses  of  Lecture  Organising  Secretary 

»  Honorarium  to  Secretary        

R  Prizes  for  Autumn  1906  Essay  Competition 

»  Balance       


£      B 

d! 
1 

21  12 

^  1 

2  0 

3 

2   5 

6 

0  10 

6 

I  XI 

9 

10  10 

0 

8  8 

0 

46  18 

3 

6  II 

3 

£53  9 

6 

By  Levy  on  the  Associated  Societies  at  6d.  per  Member : 

Birmingham       

Bristol 

Hull  

Liverpool 

Leicester 

London     

Manchester        

Nottingham        

Northern 

Sheffield 


£   s 

d 

615 

0 

X  14 

0 

I  12 

6 

4  13 

6 

I  4 

0 

ai  15 

0 

815 

6 

I  18 

0 

3  6 

6 

2  16 

6 

£S3  9 

6 

Balance  Sheet,  December  31st  1906. 


Liabilities. 


Amount  Payable  to  Prise-winners  for  Autumn  1906  Essay 

Competition        

Representatives  for  Travelling  Expenses        

Grants  Sub-Committee       

Chairman  of  Committee  for  Sundry  Expenses 

Secretary  for  Posuges,  Stationery,  and  Sundries    . . 

Do.       tor  Honorarium       


Income  and  Expenditure  Account  :— 

Surplus  from  last  Account £10  17    7 

Do.       for  1996 6  IX    3 


8  8 
4  I 
2  o 
o  10 
7  4 
10  10 


32  14    5 


17    8  10 


£50    3    3 


Assets. 


Cash  at  Bankers         

Levies — Sum  due  in  respect  thereof 


£   s  d 

23  16    o 
26    7    3 


£50    ^    3 


(Signed)  Arthur  F.  Dodd, 

Chairman  of  Joint  Committee. 
8th  April  1907. 


(Signed)  G.  H.  Redfern, 

Honorary  Secretary. 


I  have  examined  the  foregoing  Balance  Sheet  and  Income  and  Expenditure  Account  with  the  Books  and  Vouchers  of  the  Joint  Committee, 
and  certify  the  same  to  be,  In  my  opinion,  correct. 


College  Hill  Chambers,  London,  E.C. 


(Signed)  H.  E.  Barham,  F.C  A.. 

Hon.  Auditor. 
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XCbc  SB&ncB  5nstittttc  of  publtc 
Bccountants. 


Annual  Report  and  Accounts. 


The  Couocil  has  pleasure  in  presenting  the  thirteenth 
annual  report. 

The  accounts  for  the  year,  which  have  been  duly  audited, 
show  that  after  writing  £^^  14s.  3d.  off  the  Furniture  and 
Library,  there  remained  a  debit  balance  on  the  accounts  for 
the  year  of  £^^  iis.  yd.  This  amount  has  been  transferred 
in  reduction  of  the  Accumulation  Account,  which  now 
shows  a  credit  balance  of  ;( 396  9s.  4d. 

The  examinations,  under  the  Central  Examining  Com- 
mittee, referred  to  in  last  report,  have  been  continued 
throughout  the  year,  and  the  following  were  the  successful 
candidates,  in  order  of  merit,  in  the  Legal  Section,  in  April 
last  .—Arthur  Wellesley  Oakes,  Walter  T.  Colyer,  Jeremiah 
Roberts,  Richard  J.  Bums,  Frederick  J.  Blakeney,  George 
Twohill. 

At  the  Intermediate  Examination,  held  in  October  last, 
eighteen  candidates  passed,  while  as  regards  the  first 
section  of  the  Final  Examination,  four  were  successful  in 
satisfying  the  examiners. 

Candidates'  papers  for  the  above  examination  were  dealt 
with  in  Sydney  by  the  Central  Examining  Committees,  on 
which  the  South  Australian,  Tasmanian,  and  Western 
Australian  Institutes  were  personally  represented.  The 
following  were  the  examiners: — Messrs.  F.  N.  Yarwood 
(Chairman),  H.  Dunstan  Vane,  H.  B.  Allard,  W.  H.  Perry, 
T.  C.  Walker  (South  Australia),  James  Reid  (Tasmania), 
and  C.  A.  Wylie  (Western  Australia). 

Mr.  Charles  Henry  Hay  ward  has  been  admitted  as  a 
Fellow,  having  been  in  practice  for  the  required  time. 

The  following  have  been  admitted  as  Associates  during 
the   year: — Frederick   Joseph    Blakeney,    Richard    James 


Bums,  Walter  Thomas  Colyer.  Jeremiah  Roberts,  George 
Twohill. 

The  Institute  of  Chartered  Accoontants  in  England  and 
Wales  has  been  in  correspondence  with  Lord  Elgin,  the 
Under-Secretary  of  State,  Colonial  Office,  during  the  year, 
objecting  to  the  colonial  use  of  the  word  *' Chartered  *'  as 
applied  to  accountants.  The  matter  was  referred  to  as  by 
the  Under-Secretary  for  Finance  and  Trade,  and  we 
supported  the  views  of  the  English  Institute  on  the  matter. 

At  the  request  of  the  Public  Works  Department  a 
conference  was  held  with  other  Institutes  to  nominate  a 
Public  Accountant  to  sit  on  the  Local  Government  Clerks' 
and  Auditors'  Examination  Committee,  and  Mr.  H.  Danstan 
Vane  was  selected.  This  nomination  has  been  subsequently 
approved  of  by  the  Department.  Members  of  this  Insti- 
tute are  entitled  to  apply  for  certificates  under  the  Act 
without  examination. 

A  special  meeting  of  members  was  held  on  3rd  August 
1906  which  was  well  attended,  the  object  being  to  consider 
the  draft  articles  and  memorandum  of  association  of  an 
Australasian  Institute.  General  discussion  took  place,  and  it 
was  decided  to  call  a  further  meeting  at  a  later  date. 
Delegates  were  appointed  (the  President  having  expressed 
his  inability  to  attend),  to  confer  with  the  several  Institutes, 
and  Messrs.  J.  E.  Bowes,  H.  B.  Allard,  and  H.  Dunstan 
Vane  are  acting  for  this  Institute  in  this  connection.  It 
is  hoped  that  the  conferences  that  are  taking  place  u-ill 
result,  within  the  very  near  future,  in  finality  in  this  matter. 

The  members  retiring  from  the  Council  this  year  are  : — 
Messrs.  H.  B.  Allard,  James  Robertson,  and  F.  N.  Yarwood, 
all  of  whom  are  eligible  for  re-election. 

Mr.  D.  H.  Gilfillan,  Honorary  Auditor,  retires  under 
Article  70,  and  is  also  eligible  for  re-election. 

F.  N.  Yarwood, 

Presidoii. 


Revenue  Account  for  Year  ended  31st  March  1907. 


£   s  d 
To  General  Expenses — 

Printing  and  Stationery         8  17  X3 

Advertising        13  15    o 

Postages  and  Petties 14  17  xo 

Rent,  Insurance,  and  Office  Cleaning  58    9  zo 

w   Examination  Expenses^ 

Printing,    Advertising,    and    Examiners' 

Fees  and  Expenses 

m    Depreciation- 
Written  oft  Furniture 12  18    8 

Do.        Library 29  15    7 


i    s    d 


96    o    6 


116  10    4 


42  14    3 


£255    5     1 


i  s  d 
By  Entrance  Fees— 

X  Fellow  at       5  S  o 

6  Associates  at a  2  o 

•  Subscriptions— 

25  Fellows  at 330 

36  Associates  at x    x    o 

X  Associate  at o  10    6 

n    Examination  Fees — 

3  Candidates  at  . .         330 

5           I.           •  ....220 

15           »           •  ..                    I  XX    6 
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Balance  Sheet  at  31st  March  1907. 


Liabilities. 


Sundry  Creditors 
Depreciation  Reserve  . 
Accumulation  Account- 


£    s    d     £ 


s 

5    7 
220  14 


Balance  at  jzst  March  igo6 
Less  Transferred  to  Revenue  Account 


431     O  II 

34  "    7 


396    9    4 


]C622  10  10 


Aesets. 


Cash  at  Savings  Bank  of  New  South  Wales 
Cash  at  Bank  of  New  South  Wales 
Cash  on  hand  . . 


£ 

175 
14  19 
4    7 


s    d       £    s    d 


Sundry  Debtors  

Furniture  at  Cost       129    7 

Library  at  Cost  297  15 


194 


6  II 
I     o 


427    3  zi 
£622  10  10 


F.  N.  Yarwood,  President, 
£.  A.  Harris,  Hon.  Sec. 


Sydney,  9th  April  1907. 


Audited  and  found  correct. 

D.    H.   GiLFILLAN. 


failures  ant)  Bills  of  Sale  in  £n0lan& 
an^  Wales. 


According  to  Kemp's  MereanHU  GautU,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  June  14th,  was  152,  viz.  :— 
New  Bankruptcy  Proceedings  published  in  the  London  GautU, 
77  ;  Deeds  of  Arrangement  registered,  75.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were: 
Bankruptcies,  74 ;  Deeds  of  Arrangement,  65— total,  139 ; 
being  an  increase  of  13.  The  total  number  of  commercial 
failures  recorded  during  the  24  weeks  of  the  present  year  is 
3,693 ;  the  total  number  recorded  in  the  corresponding  24 
weeks  of  last  year  was  3,992,  showing  a  decrease  of  299. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
June  14th,  was  151.  The  number  in  the  corresponding  week 
of  last  year  was  136,  showing  an  increase  of  15.  The  total 
number  filed  during  the  24  weeks  of  the  present  year  is  3,591 ; 
the  total  number  filed  in  the  corresponding  24  weeks  of 
last  year  was  3,602,  showing  a  decrease  of  11. 


Debentures. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week  ending 
Friday,  June  14th,  amounted  to  ;fx,437>3iOt  by  way  of 
addition  to  ;fx.  167,500,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ;(98o,472,  showing  an  increase  oi 
;(456,838.  The  total  amount  registered  during  the  24 
weeks  of  the  present  year  is  ;f48,o59,666  (in  addition  to  the 
issues  in  previous  years  by  the  same  companies),  as 
compared  with  ;f  39,575,689  for  the  corresponding  24  weeks 
in  1906,  showing  an  increase  of  ;£ 8,483.977. 


The  Profession  in  Scotland. 


TIbe  Glaaoow  CbatteteD  Bccountantd 
StttC^cnts*  Societ?. 


FEE  AMD  LIFEBEMT. 


By  John  A.  Todd,  B.L..  Solicitor,  Glasgow. 


A  PAPER  read  at  liie  meeting  of  the  above  Society,  on 
2ist  February  1907,  Mr.  Joseph  Patrick,  C.A.,  in  the  chair. 


The  admitted  difficulty  of  this  subject  is  largely  due  to 
the  number  of  technical  terme  which  are  constantly  used 
in  connection  with  iit,  and  I  think  I  cannot  do  better  than 
begin  to-night  by  explaining  some  of  these.  We  may  begin 
with  our  title  itself. 

The  fee  of  a  heritable  estate  meant  originally  the  full 
right  of  unlimited  property,  including  the  nghit  of  use,  but 
the  growing  practice  of  creating  liferents  as  separate 
interests  led  to  the  gradual  restriction  of  the  meaning  of 
the  vrord  "  fee  "  to  the  limited  right  of  property  alone,  as 
opposed  to  the  liferenter's  right  to  the  use  or  annual 
pxoduce  of  the  subject.  Liferent  is  therefore  merely  the 
right  to  enjoy  a  subject  and  its  fruits  without  wasting  or 
consuming  its  substance,  the  idea  being  expressed  in  the 
Latin  phrase  salva  ret  substantia. 

It  is  mainly  in  coniMCtion  with  heritable  subjects 
that  technical  teians  abound,  and,  indeed,  the  words 
I  "heritable"  and  "movable"  themselves  require  explana- 
I  tion.  Heritable  property  means  land,  and  rights  pertain- 
ing tiiereto,  and  articles  which  either  are  by  nature 
I  inmiovable,  or  have  become  so  by  being  fixed  into  the 
I  ground  or  to  some  other  heritable  subject.  For  example, 
I  growing   timber   is   heritable.     A   house   or   factory   is 


essentially    heritable,    and    fixed    machinery    or   fittings 
attached  to  the  fabric  of  a  factory  or  house  may  become 
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heritable  by  being  so  attached,  although  originally 
movable  by  nature.  Movables  are  whatever  may  be  moved 
from  place  to  place  without  injury  or  change  of  nature. 
But  these  terms,  "heritable"  and  "movable,"  are  some- 
what elastic  in  their  application,  and  their  exact  meaning 
varies  according  to  the  particular  circumstances  in  which 
the  question  arises.  What  is  heritable  as  between  bond- 
holder and  proprietor  ^  may  be  regarded  as  movable  in  a 
question  between  heir  and  ezecutor,  but  the  definitions 
given  are  in  general  terms  correct. 

Again,  there  was  a  distinction  made  between  "  heritage  " 
and  "conquest."  The  former  was  the  heritable  estate 
which  one  inherited,  the  family  estates,  while  conquest 
was  heritable  property  acquired  by  the  owner  himself 
during  his  lifetime.  The  distinction  still  affects  the  legal 
liferent  called  "courtesy,"  and  it  formerly  applied  also  in 
certain  cases  of  succession,  but,  so  far  as  the  latter  point 
is  concerned,  it  was  abolished  by  the  Conveyancing  (Scot- 
land) Act,  1874,  Section  37. 

The  system  usnder  which  the  greater  part  of  the  land  in 
Scotland  is  held  is  what  is  known  as  the  feudal  or  feuing 
system.  Under  this  system  the  full  right  of  property,  or 
dominium  plenum,  as  vested  in  the  original  landowner,  is 
split  up  into  two  mutually  limiting  rights.  The  right  of 
the  landowner  or  superior  is  called  the  dominium  directum^ 
or  right  of  superiority,  as  opposed  to  the  right  of  the 
feuar  or  vassal,  which  is  called  the  dominium  utile,  and  is, 
practically  speaking,  the  real  right  of  ownership.  Subject 
to  the  due  payment  of  the  ajinual  feu  duty  and  tlbe  obser- 
vance of  the  conditions  of  the  Feu  Charter,  Feu  Disposi- 
tion, or  Feu  Contract,  as  it  may  variously  be  called,  the 
property  in  the  ground  feued  is  vested  entirely  in  the  feuar, 
who  is  recognised  by  law  as  the  proprietor  of  the  ground. 

In  addition  to  payment  of  the  annual  feu  duty,  there  are 
under  many  feu  contracts  certain  incidental  or  irregular 
payments,  called  casualties,  which  have  to  be  made  at  par- 
ticular periods,  such  as  the  death  of  the  proprietor  or  the 
sale  of  the  property,  or  there  may  be  what  is  called  a 
duplication — i.e.,  a  stipulation  for  payment  of  double 
feu  duty,  say,  every  nineteenth,  twenty-first,  or  twenty-fifth 
year.  The  origin  of  these  casualties  and  duplications  is 
interesting,  and  takes  us  back  to  the  earliest  times  in  the 
history  of  the  feudal  system.  That  system,  which  was 
introduced  to  this  country  after  the  Norman  Conquest,  was 
essentially  military  in  its  conception.  The  King  parcelled 
out  the  land  among  his  nobles  on  condition  of  their  render- 
ing him  military  services  whenever  required.  The  nobles 
in  their  turn  parcelled  out  the  estates  among  their  vassals, 
who  were  their  fighting  men,  on  similar  terms.  There  was 
no  question  of  money  payment,  and,  again,  there  was  no 
permanence  of  tenure.     It  was  fighting  men  who  were 

1  McLay  v.  Howie's  Trustees,  5  December  1902,  5  F.  214. 


wanted,  and  when  a  man  died  his  place  must  be  taken  by 
someone  else  who  could  fight.  If  he  had  a  son  to  take  hi* 
place,  he  would  probably  get  the  land,  but  even  this  was 
simply  ex  gratia  of  the  superior.  If  the  vassal  had  no  son, 
the  land  would  probably  be  handed  over  to  some  other 
of  the  noble's  retainers. 

In  course  of  time,  as  the  need  for  military  services 
decreased,  other  services  of  a  more  peaceful  character  took 
their  place,  and  these  again  came  gradually  to  be 
replaced  by  money  payments.  Wilh  this  came  also  the 
gradual  recognition  of  the  right  of  the  holder  of  the  feu 
to  have  the  land  transferred  to  his  heir,  or  even  to  an 
outsider,  who  was  known  as  a  singular  successor.  But 
the  right  of  the  superior  to  choose  his  own  vassal  was 
stUl  recognised,  in  that  a  payment  had  to  be  made  to  him 
when  any  change  took  place.  In  the  case  of  an  heir,  this 
payment  was  usually  an  extra  year's  feu  duty,  and  this  was 
known  as  the  casualty  of  relief.  If  the  feu  was  trans- 
ferred to  a  singular  successor  the  casualty  due  was  called 
a  composition,  and  the  amount  of  it  was  one  year's  rent 
of  the  subjects.  During  the  nineteenth  century  the  prac- 
tice arose  of  substituting  payments  at  fixed  periods  for 
these  irregular  casualties.  Thus  in  feu  contracts  it 
became  customary  to  provide  for  the  payment  of  a  dupli- 
cation of  the  feu  duty  every  nineteenth  year  or  more,  in  lieu 
of  the  old  casualties.  By  the  Conveyancing  Act  of  1874,  Sec- 
tion 23,  Uie  insertion  in  future  feus  of  anything  but  fixed 
payments,  definite  in  time  and  amount,  was  prohibited, 
and  provision  was  made  for  the  redemption  of  existing 
casualties. 

This,  then,  brings  us  down  to  the  modem  feu  contract, 
but  I  may  add  a  few  words  of  explanation  witih  regard  to 
the  analogous  system  of  ground  annuals.  The  origin  of 
these  is  also  historical.  In  addition  to  the  lands  originally 
granted  by  the  Sovereign  to  his  nobles,  certain  grants  of 
land  were  made  to  the  Royal  Bui^^hs.  These  lands  were 
held  by  the  magistrates  of  the  burgh  under  what  was  called 
burgage  tenure,  the  services  being  known  as  watching  and 
warding,  and  the  burgal  lands  were  parcelled  out  by  the 
magistrates  among  the  burghers,  under  the  obligation  of 
rendering  these  services  when  required.  In  course  of  time 
these  services,  as  the  need  for  them  disappeared,  gradually 
fell  into  disuse,  and  the  ground  began  to  change  hands  fcx- 
money  payments;  but  as  the  feudal  system  of  convey- 
ancing was  not  applicable  to  the  form  of  title  under  which 
these  lands  were  held,  the  contract  of  ground  a-namtaT  was 
adopted  instead,  which  in  a  different  form  arrives  at  much 
the  same  result  as  a  feu  contract — t.^.,  the  payment  of  a 
fixed  annual  sum  secured  upon  the  ground.  Again,  the 
contract  of  ground  annual  was  frequently  used  for 
another  purpose.  In  old  feu  contracts  subfeuing  was 
generally  prohibited,  and  by  a  conveyancing  manoeuvre  a 
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r-esult  almost  the  same  was  arrived  at  by  means  of  a  con- 
tract of  ground  annual.  But  the  Conveyancing  Act  of 
1874  (Section  25)  finally  abolished  the  distinction  between 
burgage  tenure  and  feu,  and  at  the  same  time,  by  Section 
22,  the  prohibition  of  sub-feuing  in  future  deeds  was 
rendered  null  and  void.  Thus  the  distinction  between  a 
feu  duty  and  a  ground  annual  ceased  to  be  of  any  practical 
importance  from  a  layman's  point  of  view. 

The  next  point  for  explanation  is  the  system  of  regis- 
tration of  titles  to  land.  Here,  again,  the  historical  develop- 
ment of  the  system  will  be  found  to  be  very  interesting.  The 
original  idea  of  Scots  conveyancing  was  founded  on  the 
Rofman  law  maxim  that  there  can  be  no  transfer  of  pro- 
perty without  delivery.  In  the  case  of  land  and  heritable 
property  the  delivery  had,  of  course,  to  be  symbolical,  but 
until  a  comparatively  recent  date  the  form  of  delivery  by 
symbols  of  earth  and  stone,  &c.,  was  carefully  gone 
through.  The  seller  executed  a  disposition  in  favour  of 
the  purchaser,  in  which  he  authorised  a  certain  person  to 
give  symbolical  delivery  to  the  purchaser  in  the  usual 
form.  The  parties  then  proceeded  to  the  ground,  accom- 
panied by  a  notary  public,  who,  after  the  form  of  delivery 
had  been  gone  through,  executod  a  document  called  an 
instrument  of  "seisin."  This  was  an  official  narrative 
that  on  the  date  mentioned  he  was  present,  and  saw  the 
seller's  disposition  produced  and  the  warrant  for  delivery 
therein  contained  duly  executed,  the  purchaser  being  thus 
duly  "  sedsed  "  or  **  infeft "  in  the  property.  This  notarial 
instrument  was  then  recorded  in  the  Register  of  Seisins, 
which  d-uly  completed  the  purchaser's  inieftmeot,  and  gave 
him  a  valid  title. 

By  a  long  course  of  legislation  all  this  process  was 
simplified,  until  now  the  mere  recording  of  the  disposition 
in  the  Register  of  "  Sasines  "  (note  the  corruption  of  the 
name)  of  itself  completes  the  purchaser's  title.  The 
Register  of  Sasines,  then,  is  the  firhal  proof  on  any  question 
of  title.  Of  two  competing  titles  the  one  first  registered 
overrules  the  other,  and  in  modern  practice  the  registra- 
tion of  a  disposition  or  other  title  to  land  follows 
inunediaitely  upon  its  completion  as  a  matter  of  course. 

The  definition  of  a  lease  as  a  terminable  right  of  pro- 
perty or  use  in  land  may  be  mentioned  in  passing.  In 
many  leases,  and  sometimes  in  contracts  of  ground 
annual,  and  even  in  feu  contracts,  provision  is  made  in 
addition  to  the  annual  payment  for  the  payment  of  a  lump 
sum  in  cash  called  a  ''grassum,"  which  is  really  an  addi- 
tional consideration  for  the  granting  of  the  lease. 

A  point  in  connection  with  leases  which  gives  a  great 
deal  of  trouble  is  the  question  of  forehand  and  backhand 
rents.  According  to  the  usual  rule  the  rent  of  agricultural 
subjects  is  legally  due  at  two  terms  in  the  year,  Whit- 
sunday and  Martinmas,  by  equal  portions.  The  year's 
rent  is  supposed  to  cofzespond  with,  and  to  be  payment 


for,  the  year's  crop,  the  agricultural  year  beginning  and 
ending  at  Martinmas.  The  rent  for  the  first  or  sowing  half 
of  the  year  is  payable  at  Whitsunday,  the  rent  of  the 
second  or  reaping  half  at  Martinmas,  after  the  separation 
of  the  crop  from  the  ground.  Thus  the  half-year's  rent 
legally  due  at  Whitsunday  1906  is  called  "first  half,  crop 
1906,"  and  the  second  or  reaping  half,  payable  at 
Martinmas,  is  known  as  the  "second  half,  crop  1906." 
Whitsunday  and  Martinmas  are  therefore  the  legal  terms 
of  payment,  but  it  is  common  in  certain  cases  by  special 
agreement  either  to  anticipate  or  to  postpone  the  dates  of 
payment.  For  example,  the  owner,  to  make  certain  of 
payment  of  the  rent,  may  stipulate  for  payment  in  advance, 
the  first  half  crop  1906  being  payable  at  Martinmas,  1905, 
and  the  second  half  crop,  1906,  at  Whitsunday,  1906,  each 
being  six  months  ahead  of  the  time  when  it  is  legally  due. 
This  is  called  conventional  anticipation  or  forehand  rents. 
In  practice  the  same  result  is  reached  where  the  farm  is 
partly  under  crop  and  partly  in  grass.  The  usual  term  of 
entry  in  such  cases  is  to  the  houses  and  grass  lands  at 
Whitsunday  and  to  the  lands  under  crop  at  Martinmas 
following,  and  in  this  case,  as  the  tenant  has  to  pay  a  full 
half-year's  rent  at  Martinmas,  he  is  really  paying  forehand 
for  the  lands  umder  crop.  Again,  in  some  cases  it  is  the 
custom  for  the  outgoing  tenant  to  leave  the  farm  at  Whit- 
sunday, leaving  his  crops  in  the  ground.  The  incoming 
tenant  pays  his  first  half-year's  rent  at  Martinmas,  but  be 
has  to  pay  the  outgoing  tenant  the  value  of  the  crops  when 
they  are  reaped,  so  that  the  incoming  tenant  is  actually 
paying  six  noonths  forehand,  because  he  is  pa3ring  zent  for 
crops  which  he  really  does  not  get  the  benefit  of,  in 
respect  that  he  has  to  pay  for  them  to  the  outgoing  tenaat. 

On  the  other  hand,  tihere  may  be  an  agreement  to  post- 
pone payment  of  the  rent  for  six  months,  or  more,  beyond 
the  respective  legal  terms,  and  this  is  called  conventional 
postponement,  or  backhand  rents.  For  example,  in  Ibe 
days  before  the  abolition  of  the  landlord's  hypothec  in 
farms,  it  was  customary  for  the  tenant  to  enter  at 
Martinmas,  but  to  pay  no  rent  till  Candlemas,  fifteen 
months  later,  when  the  first  half-year's  rent  became  pay- 
able, thus  allowing  him  time  to  sow,  reap,  and  sell  his 
first  year's  crop  before  ihaving  to  pay  any  rent.  The  rent 
in  such  a  case  was  nine  months  backhand. 

In  the  case  of  these  forehand  and  backhand  rents  the 
actual  dates  of  payment  are  known  as  the  conventionil 
terms,  and  we  shall  find  that  these  terms  have  an 
important  effect  in  certain  questions  of  apportionment  of 
the  rents. 

The  only  other  point  that  may  require  mention  is  the 
question  of  succession,  which  involves  some  technical 
terms.  The  law  of  Scotland  is  that  if  a  man  dies  intestate 
his  heritable  property  goes  to  his  eldest  son,  subject  to  the 
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widow's  right  of  terce,  to  be  afterwards  explained.  The 
movable  property  is  divisible  into  three  equal  parts — 
(j)  jus  relicia,  the  right  of  the  widow  in  the  movable 
estate  in  addition  to  her  terce;  (2)  legitim,  which  is  the 
legal  right  of  the  children,  and  is  divided  equally  among 
them,  excluding  the  heir ;  (3)  the  dead's  part,  which  the 
deceased  might  have  disposed  of  by  will  if  he  had  chosen, 
but  which,  as  he  has  not  done  so,  goes  to  his  next-of-kin. 
Tbey  in  this  case  are  his  children,  the  heir  again  being 
excluded.  Note,  however,  that,  if  the  heir  chooses,  be 
may  "collate  " — i.^.,  he  may  throw  in  the  heritable  estate 
along  with  the  movables,  and  claim  his  share  of  the  whole, 
along  with  the  rest  of  the  children. 

The  management  of  the  movable  estate  is  vested  in  the 
executor,  who,  if  none  is  appointed  by  the  deceased,  will 
be  appointed  by  the  Court 

Carrying  all  these  definitions  with  us,  we  proceed  to  deal 
with  our  subject  proper,  and  it  will  probably  be  most  con- 
venient to  begin  with  a  classification  of  the  various  kinds 
.  of  liferent.  There  are  three  different  classifications  from 
different  paints  of  view,  (i)  Legal  and  Conventional, 
(2)  Direct  and  Indirect,  and  (3)  Liferents  by  Constitution 
and  Lifeients  by  Reservation. 

The  legal  liferents  are  those  which  are  vested  in  certain 
persons  by  right  of  law,  and  are  two  in  number,  terce  a^d 
courtesy.  ^^ Terce"  is  the  right  of  the  widow  during  her 
lifetime  Co  one-third  (hence  the  name)  of  the  income  of  her 
husband*s  heritable  property.  "Courtesy"  is  the  corre- 
sponding right  of  the  husband  of  an  heiress,  who,  if  he 
were  the  father  of  a  successor  to  the  estate,  was  entitled 
during  his  lifetime  to  the  whole  annual  income  of  his 
wife's  patrimonial  estate— f.^.,  of  her  heritage  in  the 
restricted  sense  of  the  term,  as  opposed  to  conquest ;  the 
idea  being  that  such  a  provision  was  necessary  to  enable 
him  to  miaintain  the  dignity  of  the  family,  and  to  provide 
properly  for  the  upbringing  of  the  heir. 

Conventional  liferents  are  those  created  by  agreement  or 
by  deed. 

Direct  liferents,  which  deal  mainly  with  heritable 
estate,  are  constituted  by  a  deed  which  conveys  the  estate 
dhectly  to  the  lifeienter,  the  conveyance  being  a  deed  upon 
which  he  can  take  inieftment,  and  thus  complete  a 
heritable,  though  limited,  title  to  the  land.  Such  liferents 
may  be  created  in  either  of  two  different  ways,  and  the 
distinction  has  important  effects  on  the  rights  of  tihe  life- 
renter.  A  "  liferent  by  constitution  **  is  one  given  by  the 
present  proprietor  of  the  land  to  another  party,  say  his 
wife,  the  fee  of  the  estate  being  reserved  to  himself,  or 
perhaps  conveyed  to  his  children,  or  to  a  third  party.  On 
the  other  hand,  the  proprietor  of  the  estate  may  convey  the 
fee  to  someone  else,  say  his  eldest  son,  but  reserve  the 
liferent  to  himself.     He  is  then  called  a  "liferenter  by 


reservation,"  and  has  certain  special  privileges  and  rights, 
much  higher  than  those  of  the  ordinary  liiereoter  by  con- 
stitution, his  position  being  regarded  by  the  law  as  more 
like  that  of  a  proprietor. 

An  indirect  liferent  is  where  the  owner  of  a  heritable 
estate,  or  of  movable  property,  conveys  it  to  trustees,  with 
instructions  to  apply  the  annual  proceeds,  or  produce  of  it, 
for  the  benefit  of  certain  persons  as  liferenters. 

Let  me  now  give  you  a  few  illustrations  of  the  kind  of 
questions  which  our  subject  covers,  keeping  in  mind  that 
the  terms  "  fee "  and  "  liferent "  cover  much  more  than 
merely  land  and  heritable  subjects.  That  may  have  been 
their  original  application,  but  they  are  now  used  to  indi- 
cate the  relative  interests  of  capital  and  income  ip  every 
form  of  property  in  which  these  separate  interests  may  be 
found.  It  is  in  the  questions  arising  out  of  heritable  pro- 
perty, however,  that  we  shall  find  tihe  greatest  difiUculty. 
For  example,  a  heritable  estate  is  liferented  by  a  certain 
individual,  the  fee  being  destined  to,  say,  an  outlying 
member  of  the  family.  While  the  liferenter  lives  the  pro- 
ceeds of  the  estate  will  fall  to  be  apportioned  between  him 
and  the  fiar,  and  questions  will  arise  as  to  whether  par- 
ticular parts  of  the  produce  of  the  estate  should  go  to  the 
fiar  or  to  the  liferenter.  The  liferenter  dies,  and  new  questions 
arise  between  his  executor  and  the  fiar  as  to  how  certain 
payments  accruing  at  the  date  of  death  are  to  be  allocated 
between  them. 

Again,  take  the  case  of  indirect  liferents.  A  man  leaves 
his  whole  estate,  including  both  movable  and  heritable 
property,  in  the  hands  of  trustees,  with  a  destination  to 
his  widow  in  liferent  and  to  his  family  in  fee.  The  por- 
tions of  income  accrued  at  the  date  of  his  death  will  go  to 
capital,  but  the  income  which  accrues  after  the  death  will 
go  to  the  widow's  liferent  and  the  process  will  be  reversed 
when  she  dies.  These  illustrations  are  intended  to  show 
the  diversity  of  interests  that  may  be  affected  by  such  ques- 
tions. Our  next  object  is  to  arrive  at  some  idea  of  the 
main  principles  which  rule  these  questions  of  apportion- 
ment. 

At  common  law  a  distinction  was  formerly  made  between 
payments  connected  with  land,  such  as  rents,  and  those  not 
so  connected,  e.g,,  payments  of  interest  on  a  personal  loan. 
The  former  were  held  to  "  vest "  or  become  the  property 
of  the  payee,  only  in  lump  sums  at  tiie  specified  terms  of 
payment,  while  the  latter  were  held  to  vest  de  die  in  diem 
(from  day  to  day).  In  case,  therefore,  of  the  death  of  the 
liferenter  a  payment  of  interest  made  after  the  date  of 
death  would  fall  to  be  divided  between  his  executors  and 
tiie  fiar  of  the  estate,  in  proportion  to  tiie  number  of  days 
which  had  elapsed  between  tiiie  previous  term  of  pa3niient 
and  the  date  of  death.  On  the  other  hand,  the  cnnent 
half-year's  rent  of  a  farm  belonging  to  the  estate  woudd  be 
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treated  as  a  lump  sum,  and  would  fall  ^tiier  to  the 
executors  of  the  liferenter  or  to  his  successor,  according  to 
certain  well-^ecognised  rules.  The  main  principle  of  these 
rules  was  that,  if  the  owner  survived  the  morning  of 
the  term  day,  the  rents  wiiich  became  payable  on  that  day 
were  beld  to  veet  in  him,  whether  then  paid  or  not,  because 
in  many  cases  the  "rent  day  "  might  be  a  month  or  more 
after  the  legal  term  day.  If,  on  the  other  hand,  he  died 
tibe  day  before  the  term  day,  his  executors  got  no  part  of 
the  rents  which  then  became  payable. 

This  was  the  general  principle,  but  its  application  was 
much  complicated  by  the  introduction  of  the  con/ventional 
terms  of  payment  under  the  system  o<f  forehand  and  back- 
hand r^ts  already  explained.  The  rules,  however,  were 
clearly  recognised  (i)  that  conventional  postponement— 
f.^.,  backhand  reQit»— did  not  afifect  the  rights  of  the 
deceased.  Thus,  supposing  the  rent  legally  due  at  Whit- 
sunday, 1906,  were  conventionally  postponed  to  Martin- 
mas, 1906,  the  executor  of  the  proprietor,  who  survived  till, 
say,  ist  June  1906,  would  be  entitled  to  receive  payment 
at  Martinmas,  1906,  of  the  full  half-year's  rent  then  pay- 
able, which  was  legally  doe  before  the  date  of  death,  but 
was  not  conventionally  payable  till  the  postponed  date. 
On  Ifae  other  hand,  conventional  anticipation — i.e.,  fore- 
hand xents~-did  afifect  the  rights  of  tibe  deceasing  life- 
renter  in  this  way,  that  if  he  survived  the  conventional 
term  of  payment  the  half-year's  rent  was  held  to  have 
vested  in  him,  whether  actually  paid  on  the  doe  date  or 
not,  and  although  be  did  not  survive  the  legal  term  of  pay- 
ment. Thus,  taking  tbe  same  case  again  for  purposes  of 
illustration,  if  the  rent  for  the  second  half  crop  1906, 
which  IS  legally  due  at  Martinmas,  1906,  were  conven- 
tionally due  at  Whitsunday,  1906,  then  the  liferenter,  who 
died  on  ist  June,  would  get  payment  at  Whitsunday  of  the 
half-year's  rent  which  was  not  legally  due  till  Martinmas, 
and  of  which  he  would  have  received  no  share  at  all  if  it 
had  not  been  forehAnded.  Even  if  it  were  not  actually 
paid  before  his  death  his  executors  would  get  it  when  it 
did  come  in. 

This  common  law  rule  was  first  altered  by  an  Act  of 
1834,  whdch  was  superseded  by  the  Apportionment  Act  of 
1870.  The  main  provision  of  this  Act  was  that  all  rents, 
annuities,  dividends,  and  other  periodical  payments  of  the 
nature  of  income  are,  like  interest  on  money  lent,  to  be 
considered  as  accruing  from  day  to  day,  and  to  be  appor- 
tionable  in  respect  of  time  accordingly.  Thus,  on  the  death 
of  tbe  liferenter  his  executors,  instead  of  getting  none  of 
the  half-year's  rents  payable  at  the  next  term  after  his 
death,  would  get  tbe  proportion  from  the  previous  term  up 
to  tbe  date  of  death. 

But  the  wording  of  the  Act  has  produced  a  peculiar 
efitect.    Tbe  Act  operates  only  in  favour  of  exeouton.    It 


gives  them  a  right  to  claim  payment  of  a  portion  of  the 
rents  accruing  at  the  date  of  death ;  but  it  imposes  upon 
them  no  corresponding  liability  to  repay  to  the  successor 
of  the  deceased  the  proportion  of  any  forehand  rents  for 
the  current  term  which  he  may  have  received  in  advance, 
and  which  is  really  in  excess  of  what  he  was  entitled  to. 
More  than  this,  his  executors  are  now  entitled  under  the 
Act  not  only  to  keep  all  they  have  got,  but  also  to  claim 
a  proportion  up  to  the  date  of  death  of  the  rents  conven- 
tionally accruing  at  the  date  of  his  death,  to  which 
formerly  he  had  no  claim  at  all.  (Her ties  v.  MaxwelVs 
Curator^  6th  February  1873,  11  Macpherson,  396.)  Thus, 
reverting  to  our  illustration,  in  the  case  of  forehand  rents 
for  second  half  crop  1906,  legally  payable  at  Martinmas, 
1906,  but  conventionally  paid  at  Whitsunday,  1906,  tbe 
deceased  had  already  received  the  whole  of  these  rents  in 
advance,  before  his  deeith  on  ist  June,  and  his  executors 
are  entitled  to  retain  them,  although  part  of  them  ought  la 
fairness  to  go  to  his  successor.  But,  further,  they  will  be 
entitled,  at  the  term  of  Martinmas,  1906,  to  a  proportion 
up  to  the  date  of  death  of  the  first  half  crop  1907,  in  which 
under  the  old  law  he  had  no  possible  interest. 

Similarly,  in  the  case  of  backhand  rents,*  the  executors  of 
the  deceased  proprietor  are  entitled  at  common  law  to  recover 
at  Martinmas,  1906,  the  full  half-year's  rent  which  is 
legally  due  at  Whitsunday,  before  his  death  on  1st  June, 
although  conventionally  it  is  not  payable  till  Martinmas, 
1906,  after  his  death,  and  in  addition  under  tbe  Act  they 
will  get  at  W^hitsunday,  1907,  the  proportion,  from  Whit- 
sunday to  1st  June,  of  the  rent  of  the  second  half  crop 
1906,  which  was  legally  accruing  at  the  date  of  his  death. 

These  results  are,  of  course,  anomalous,  and  seem  rather 
unfair  to  the  incoming  liferenter  or  proprietor,  but,  if  it  is 
to  his  detriment  when  he  comes  in,  it  may  be  equally  to 
his  advantage  when  he  goes  out. 

Before  leaving  the  matter  of  heritable  subjects  we  may 
note  several  questions  with  regard  to  the  right  of  posses- 
sion of  such  property  when  not  let,  and  the  apportionment 
of  the  direct  produce  or  fruits  of  the  soil.  For  example, 
the  use  of  the  mansion  house  goes  to  the  liferenter  with  all 
its  appurtenances,  and  furniture,  if  any.  The  latter  he 
must  leave  intact  at  the  end  of  his  liferent,  ordinary  tear 
and  wear,  of  course,  excepted.  The  same  applies  to  the 
stock  of  a  farm  in  the  hands  of  a  proprietor,  and  also  the 
crop.  If  he  gets  the  farm  with  a  certain  quantity  of  imple- 
ments, live  stock,  manures,  and  feeding  stufiEs,  he  must 
leave  it  in  a  state  reasonably  equivalent  in  these  respects 
to  that  in  which  he  got  it.  The  same  applies  to  cropping — 
he  must  leave  the  farm  in  as  good  order  as  he  got  it, 
according  to  the  usual  rules  of  good  husbandry. 

'  CampbiU  v.  Kirkland,  &€.,  x8th  July  1849, 11  D.  1426,  and  BlaikU  v. 
Farquhunon,  z8tb  July  2849,  xx  D.  X457,  cases  under  the  Act  of  18341  but 
still  authoritative. 
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With  regard  to  growing  timber  on  tbe  estate,  there  are 
special  rules.  Growing  trees  are  regarded  as  fartts  soli 
and  heritable,  and  the  liferenter  is  not  entitled  to  cut  them 
down  or  sell  them.  He  is  only  eatitled  to  cut  down  what 
is  called  coppice  wood,  which  is  cut  down  periodically 
and  allowed  to  grow  again  from  the  roots.  If  such  a  plan- 
tation reaches  maturity  during  his  liferent  he  is  entitled 
to  cut  it  down  for  sale  and  retain  the  proceeds.  Ordinary 
windfalls— I. f.,  trees  blown  down  by  storm — also  belong 
to  the  liferenter  (but  not  quantities  of  trees  blown  down 
by  an  extraordinary  storm,  McAlister's  Trustees ^  27th  June 
1851,  13  D.  12,  39),  and  he  is  entitled  at  any  time  to  cut 
down  growing  timber  for  estate  purposes — e.g.,  for  fencing, 
repairs  to  buildings,  &c.  Beyond  this,  however,  the 
heavy  timber  on  the  estate  belongs  to  the  fiar,  who  is 
entitled  to  cut  it  down  as  it  comes  to  maturity,  so  long 
only  as  he  does  not  interfere  with  the  amenity  of  the 
mansion  house. 

Much  more  difficult  questions  arise  with  regard  to 
minerals.  An  ordinary  lifetnenter  is  entitled  to  use  any 
minerals  found  on  the  estate,  for  estate  purposes  only — 
e.g,,  coals  for  the  use  of  the  mansion  house,  lime  (and 
presumably  stone  and  clay)  for  building  purposes  or 
repairs.  But  a  liferenter  by  constitution  is  not  as  a  rule 
entitled  to  the  royalties  from  a  coal  mine  on  the  estate, 
though  a  liferenter  by  reservation  has  been  held  entitled 
to  the  proceeds  of  any  mines  already  opened  on  the  estate 
before  the  commencement  of  the  liferent,  but  not  to  open 
new  pits.  The  right  of  the  liferenter  with  regard  to 
minerals,  however,  depends  very  largely  on  the  exact  word- 
ing of  the  deed  which  constitutes  the  liferent,  and  so  much 
is  this  the  case  that  general  rules  must  be  applied  with 
great  care.  One  point  of  importance  is  whether  the 
minerals  are  specially  mentioned  in  the  grant  of  the  life- 
rent, and,  of  course,  the  condition  of  the  minerals  at  the 
opening  of  the  liferent,  whether  already  let  or  worked  or 
not,  is  also  an  important  factor  in  the  decision. 

Where  ground  has  been  feued  off  the  estate,  the  life- 
renter,  whetlher  by  constitution  or  reservation,  is  entitled 
to  the  feu  duties,  but  the  old  law  was  that  duplications 
and  casualties  of  composition  and  relief,  if  any  such  were 
still  payable,  went  to  the  fiar.  An  exception,  however,  was 
made  in  the  case  of  a  liferenter  by  reservation,  and  it  has 
now  been  held'*  in  the  case  of  large  estates  which  held  so  many 
feus  that  there  were  duplications  and  casualties  coming  in 
every  year  that  these  belonged  to  the  liferenter.  Generally 
speaking  the  Courts  are  now  on  this  point,  as  on  the  ques- 
tion of  minerals,  paying  more  attention  to  the  exact  word- 
ing of  the  deed  which  constitutes  the  liferent  and  the 
circumstances  of  the  estate,  and  modif3ring  the  general 
principle  accordingly. 

^Montgonuty  FUming*^  Trustus,  28th  February  1901,  3  F.  591 ;  Ross's 
Trustets,  aaiid  Novomber  1902,  5  F.  146 ;  and  Dumop.'s  Truststs,  23rd 
October  1903,  6  F.  la. 


The  fiar  is  entitled  to  the  custody  of  the  title  deeds, 
unless  the  liferent  is  by  reservation. 

An  ordinary  liferenter  cannot  grant  a  lecise  which  will 
be  valid  beyond  the  term  of  his  own  life,  unless  with  cos- 
sent  of  the  fiar,  or  under  special  powers  conferred  by  the 
deed  which  constituted  the  liferent.  Even  a  liferenter  by 
reservation  cannot,  without  special  powers,  grant  a  feu  to 
be  valid  beyond  the  expiry  of  his  lifer^it.  A  grassum  due 
under  an  existing  lease  will  not  go  to  the  liferenter,  unless 
the  liferent  is  by  reservation. 

A  word  may  be  said  with  regard  to  the  respective 
liabilities  of  the  fiar  and  liferenter  in  connection  with  the 
estate.  The  liferenter  is  liable  for  all  taxes,  feu  duties, 
minister's  stipend,  &c.,  annually  due  from  the  laads,  and 
for  one-half  of  the  insurance  premiums,^  but  it  has  been 
held  that  the  special  burdens  occasionally  imposed  upon 
heritors,  such  as  repairing  or  rebuilding  of  the  cborch  or 
manse,  fall  on  the  fiar.  These  rules  are,  of  coarse^,  subject 
to  any  special  provision  in  the  deed  containing  the  grant  of 
the  liferent.  The  liferenter  is  liable  for  the  interest  of  any 
heritable  debts  due  by  the  estate. 

The  Uferenter  is  bound  to  keep  the  subjects  in  proper 
repair,  and  for  this  purpose  he  is  entitled,  as  already  men- 
tioned, to  use  the  minerals  or  timber  on  the  estate.  If  the 
liferenter  should  be  neglecting  the  estate,  the  fiar  is 
entitled  to  have  him  ordained  to  find  caution  for  the  proper 
administration  of  the  estate^  and  its  preservation  for  the 
fiar,  but  even  if  damage  has  actually  occurred,  the  present 
fiar  cannot  claim  compensation,  because  he  may  not  be 
the  fiar  when  the  liferent  expires— he  may  die  himself 
before  the  liferenter.  Any  improvements  made  by  a  life- 
renter  are  presumed  to  be  made  for  his  own  benefit,  and 
he  has  no  claim  against  the  fiar  for  the  value  of  them, 
unless  by  special  arrangement,  or  in  special  circumstances. 
Should  the  mansion  house  or  any  part  of  the  property  be 
destroyed— ^.^.,  by  fire  or  flood — ^neither  fiar  nor  liferenter 
is  bound  to  replace  it.  E^ch  suffers  his  own  share  of  the 
loss,  the  liferenter  losing  the  use  of  the  part  destroyed, 
and  the  fiar  its  capital  value. 

The  ordinary  expenses  of  management  of  the  estate  are 
payable  out  of  income,  but  any  special  expenses  incurred 
in  defending  the  trust — e.g.,  defending  an  action — come  out 
of  capital,  and  it  has  been  held  that  the  expenses  of 
examining  the  trust  investments  fell  under  the  same 
category.  The  expense  of  changing  investments  is  also  a 
capital  charge.  If  the  change  is  made  solely  in  the  interests 
of  the  liferenter  an  arrangement  ought  to  be  made  with 
him  beforehand  that  he  is  to  bear  the  charges. 

With  regard  to  the  liferent  of  movable  subjects  &» 
opposed  to  heritable  estates,  these  may  form  part  of  an 
estate  conveyed  under  a  direct  liferent.    The  naore  usual 

A  Menxies  on  Trustees,  Section  1036. 
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case,  ho^vever,  la  where  under  an  ixKlixect  liferent  certain 
property  or  funds  are  conveyed  to  trustees,  with  a  direc- 
tion to  pay  the  liferent  to  a  party  named.  The  ordinary 
rule  in  such  cases  is  that  all  interests,  dividends,  and  the 
like  go  to  the  liferenber,  and  on  his  death  the  apportion- 
ment of  the  current  term  is  simply  by  number  of  days. 
In  this  department  the  Apportionment  Act  made  little 
difference,  because  in  almost  all  cases  that  had  already 
been  recognised  as  the  law  with  regard  to  the  income  of 
movable  property.  There  is,  however,  a  point  in  the  Act 
which  sometimes  causes  difficulty.  In  Section  5  it  is  pro- 
vided that  all  dividends,  bonuses,  &c.,  of  trading  or  other 
public  companies,  whether  such  payments  are  usually 
made  or  declared  at  any  fixed  times  or  otherwise,  shall  "be 
"deemed  to  have  accrued  by  equal  daily  increment, 
"during  and  within  the  period  for  or  in  respect  of  which 
"the  pAymeot  of  the  same  revenue  shall  be  declared  or 
"expressed  to  be  made." 

A  question  set  in  an  examination  paper  some  time  ago 
will  illustrate  this  point : — "A  testator  died  on  5ih  August, 
"holding  shares  in  the  Mercian  Bank.  The  bank  makes 
"  up  its  accounts  yearly  to  30th  September,  and  the  divi- 
"  deads  are  paid  on  the  following  25th  December  and 
"24th  Juoe,  in  two  equal  Instalments,  the  warrants  bear- 
"  ing  the  statement,  *  Being  half-year's  dividend  due  at 
"  Christmas  *  and  '  at  Midsummer  '  respectively.  How  are 
"the  dividends  received  at  Christmas  and  Midsummer 
"  after  the  death  to  be  apportioned  ?  "  The  point  is  whether 
the  period  for  which  the  dividend  is  "  declared  or  expressed 
to  be  nuule  "  is  the  year  to  30th  September,  for  which  the 
accounts  are  made  up,  or  the  half-years  to  Christmas  and 
Midsummer,  fox  which  the  dividends  bear  to  be  paid.  If 
one  is  to  judge  from  the  terms  of  the  dividend  warrant 
alone,  the  half-yearly  rule  would  have  to  be  adopted,  but 
the  more  rational  interpretation  would  seem  to  be  that 
the  whole  circumstances  should  be  looked  to,  particularly 
the  articles  of  association  of  the  company,  the  form  and 
period  of  their  accounts,  and  the  terms  of  the  resolution 
authorising  payment  of  the  dividends.  The  result  of 
taking  this  view  would  probably  be  to  treat  the  dividend 
as  a  yearly  one,  and  to  apportion  it  accordingly.  There 
seems  to  be  no  case,  however,  in  which  a  decision  has 
been  given  upon  this  point,  and  the  result  is  to  leave  th6 
question  open. 

The  same  section  deals  incidentally  with  another  point 
regarding  such  dividends.  The  word  "dividend,"  it  is 
said,  does  not  include  payments  in  the  nature  of  a  return 
or  reimbursement  of  capital.  It  is  sometimes  difficult  to 
draw  the  line  between  a  bonus,  which  is  of  the  nature  of 
arrears  of  dividend,  and  another  which  really  amounts 
to  a  repayment  of  capital.  If  it  is  the  former,  it  goes 
to  income ;  if  the  latter,  to  capital.  But  that  is  the  only 
principle  that  can  be  laid  down,  and  it  is  simply  a  ques- 


tion of  circumstances  in  each  case  under  which  of  these 
two  heads  the  particular  payment  in  question  would  fall. 
A  great  deal  depends  on  how  the  company  itself  regards 
the  matter.  As  was  said  by  the  Judge  in  an  English  case 
(Lord  Justice  Fry,  quoted  with  approval  by  Lord  Herschell 
in  BoucA  V.  SprouU,  13th  June  1887,  la  A.C.  385),  "When  a 
'*  testator  or  settlor  directs  or  permits  the  subject  of  his  dis- 
"  position  to  remain  as  shares  or  stocks  in  a  company, 
"which  has  the  power  either  of  distributing  its  profits  as 
"  dividend  or  of  converting  them  into  capital,  and  the  com- 
"pany  validly  exercises  this  power,  such  exercise  of  its 
"power  is  binding  on  all  persons  interested,  under  the 
"testator  or  settlor,  in  the  shares,  and  consequently  what 
"  is  paid  by  the  company  as  dividend  goes  to  the  tenant-for- 
"  life,  and  what  is  paid  by  the  company  to  the  shareholder 
"as  capital,  or  appropriated  as  an  increase  of  the  capital 
*'  stock  in  the  concern,  enures  to  the  benefit  of  all  who  are 
"interested  in  the  capital."  But  (quoting  from  another 
case,  Listowtl  v.  Paget,  1892,  9  Times  L.R.  88),  "  It  is  plain 
"that  the  decision  required  to  bind  the  interest  of  the 
"  temant-for-life  is  a  final  decision  for  the  penncment 
"  addition  of  the  previous  profits  to  the  company's  capital, 
"and  that  a  mere  withdrawal  of  a  portion  of  the  profits 
"from  immediate  division  and  a  temporary  devotion  to 
"  capital  purposes  will  not  suffice."  These  rules  are  illus- 
trated by  a  Scotch  case^.  where  the  company  applied  certain 
reserve  funds  accumulated  out  of  revenue,  and  which  had  been 
used  as  working  capital,  to  the  formation  of  further 
capital,  and  gave  the  shareholders  the  option  of  taking 
these  new  shares  i>r  taking  their  bonus  in  cash.  It  was 
held  that  these  ne\?  shares  were  capital  and  went  to  the 
fiar. 

But  the  value  of  this  case  as  a  precedent  has  been 
greatly  minimised  by  a  subsequent  case  (Blyth^s  Trustees 
V.  Milne,  23rd  June  1905,  7  F.),  in  which,  on  slightly 
different  facts,  an  entirely  opposite  result  has  been 
reached,  so  that  the  present  state  of  the  law  on  the  subject 
can  hardly  be  described  as  clear. 

A  similar  question  occurs  where  a  company  in  liquida- 
tion repays  to  the  shareholder  a  sum  greater  than  the  par 
value  of  the  shares.  Although  this  surplus  probably  repre- 
sents an  accumulation  of  unpaid  dividends,  it  has  been 
held  that  it  goes  to  the  fiar  as  capital. 

Another  point  that  causes  complications  is  where  aihares 
are  sold  on  the  Stock  Exchange  ex  dividend  or  cum 
dividend.  This  means  that  if  there  is  a  dividend  shortly 
to  be  paid  on  the  shares,  the  seller,  if  they  are  sold  cum 
dividend,  is  not  entitled  to  any  portion  of  that  dividend, 
which  goes  entirely  to  the  purchaser.  In  a  strict  question 
between  fiar  and  liferenter  this  must  be  taken  into  account, 
because  presumably  the  price  received  for  the  shares  will 

&  Gunnii*i  Trustees,  tyth  November  1903,  6  F.  104. 
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be  proportionately  higher,  and  part  of  it  ought  to  go  to  the 
liferenter  as  income.^'  In  this  connection  a  peculiar  point  | 
arose  in  one  case?,  where  shares  were  sold  on  the  footing  of  a 
certain  estimated  dividend,  and  the  purchase-price  appor* 
tioned  accordingly.  Subsequently  a  much  higher  dividend 
was  declared,  and  the  liferenter  claimed  to  have  the  surplus 
apportioned,  but  the  Court  held  that  it  went  entirely  to 
the  fiar,  the  liferenter  being  only  entitled  to  benefit  to  the 
extent  of  the  expected  dividend,  which  presumably  was 
all  that  the  purchaser  had  in  view. 

Another  difficult  question  in  this  paort  of  the  subject  is 
the  mi^er  of  putting  the  funds  of  the  estate  into  what  is 
called  a  **  proper  state  of  investment,"  the  piocess  of  doing 
so  being  known  as  **  conversion. "^  The  position  of  trustees 
with  regard  to  the  investments  in  wfuch  they  may  place 
trust  funds  is  strictly  regulated  by  statute.  It  is  not  neces- 
sary to  describe  in  detail  what  these  investments  4it. 
They  aie  now  so  well  known  that  the  very  name  •'trust 
investments  "  has  been  coined  to  describe  them,  but  the 
point  is  that  trustees,  as  well  as  many  other  persons  who 
stand  in  a  fiduciary  capacity,  cannot  go  outside  of  these 
limits  without  personal  liability.  Even  if  the  deceased  had 
himself  made  investments  which  are  not  trust  securities, 
that  alone  does  not  justify  the  trustees  in  continuing  these 
investments  after  his  death,  unless  there  are  special  direc- 
tions or  powers  given  in  the  trust  deed  to  do  so.  Indeed, 
even  where  such  a  direction  is  given,  it  noust  not  be 
regarded  as  an  absolute  warrant  to  the  trustees  to  retain 
these  investments  for  all  time.  They  must  apply  them- 
selves to  the  question  whether  these  investments,  although 
not  trust  investments,  are  such  as  a  man  of  ordinary  busi- 
ness ability  would  still  consider  it  safe  to  hold.  Many 
things  may  have  happened  since  the  testator  made  his  will 
to  alter  entirely  the  character  or  safety  of  the  investment, 
and  the  trustees  are  not  entitled  to  shelter  themselves 
behind  the  direction  to  oontiniue,  and  to  plead  that  as  an 
excuse  for  the  neglect  of  such  precautions,  or  €he  failure 
to  take  such  steps  as  the  truster  himself,  or  any  prudent 
man,  would  presumably  have  taken  in  these  changed 
circumstances. 

If,  therefore,  an  estate  at  the  death  of  the  testator 
includes  investments  which  are  not  proper  trust  securities, 
as,  for  example,  a  share  in  a  business  in  which  the 
deceased  was  a  partner,  or  shares  in  a  company,  it  is 
the  duty  of  the  trustees,  unless  they  have  special 
powers  in  the  trust  deed,  to  take  inunediate  steps  to  realise 
these  investments,  and  convert  the  estate  to  a  proper 
state  of  investment,  even  although  these  improper  invest- 
ments are  yielding  a  large  income. 

Donaldson  v.  Donaldson's  Trustees,  zath  December  1852,  14  D.  165. 
It  is  understood  that  the  practice  in  England  is  different. 

7  Cameron*s,  15th  October  1873,  i  R.  21. 

B  Meiuies  on  Trustees,  Section  357,  $t  stq. 


Again,  although  the  investments  left  by  the  deceased 
are  quite  within  the  powers  conferred  upon  the  trustees, 
they  may  be  unsuitable  for  the  purposes  of  the  trust,  more 
especially  where  a  liferent  is  involved,  e.g,,  part  of  the 
estate  may  be  represented  by  what  are  called  wasting 
securities,  which  presumably  yield  a  good  income,  but  of 
which  the  capital  value  may  be  subject  to  serious  diminu- 
tion. The  most  common  case  of  this  kind  of  security  is 
that  of  minerals,  but  there  may  be  many  others,  such  as 
ship  shares  or  the  goodwill  of  a  licensed  business.  To 
pay  the  whole  annual  proceeds  of  such  a  security  to  the 
liferenter  would  be  manifestly  unfair  to  the  fiar.  If  there- 
fore no  direction  on  the  subject  can  be  drawn  from  the 
trust  deed,  it  is  the  duty  of  the  trustees  to  convert  these 
investments  by  realising  them  and  reinvesting  the  proceeds 
in  some  other  security  which,  while  yielding  a  steady 
income  to  the  liferenter,  will  preserve  the  capital  intact 
for  the  fiar.  Of  course,  if  there  is  any  clear  indication  in 
the  trust  deed  that  the  truster  really  intended  the  life- 
renter  to  get  the  benefit  of  the  wbole  proceeds  of  such  an 
investment,  that  will  be  given  efiect  to,  but  the  intention 
to  make  such  a  gift  must  be  perfectly  plain. 

There  is  an  exception,  however,  to  the  duty  of  the 
trustees  to  convert  wasting  investmeats  wheie,  although 
the  investment  is  of  that  character,  it  is  perfectly  secure, 
and,  on  the  oUi^  hand,  to  realise  it  might  cause  senous 
loss.  In  such  a  case  the  rule  is  not  to  convert  the  invest- 
ment, but  to  have  a  value  set  upon  it,  and  give  the  lile- 
renter,  say,  4  per  cent,  on  that  value.  The  remainder  of 
the  annual  income  must  then  be  invested  from  time  to 
time  for  the  benefit  of  the  fiar,  the  income  on  such  invest* 
ments  being  also  paid  to  the  liferenter  in  the  meantime. 

But  even  where  it  is  necessary  to  convert  there  is  a. 
further  question.  What  is  the  liferenter  entitled  to  during 
the  period  between  the  death  of  the  truster  and  the  proper 
date  of  conversion,  which  in  ordinary  circumstances  is 
one  year  from  the  date  of  death.  There  have  been  various 
English  cases  on  this  point,  but  the  result  seeois  to  be 
that  the  liferenter  is  entitled  only  to  the  interest  on  the 
converted  investment  during  the  first  year,  the  value  of  the 
converted  investment  being  determined  not  as  at  the  date 
of  death,  but  as  at  the  end  of  that  year.  (Menzies  00 
Trustees,  Section  ro2r,  and  cases  there  quoted.) 

The  converse  of  a  wasting  security  is  a  reversion,  i.r., 
where  a  capital  sum,  out  of  which  the  liferenter  should 
have  been  receiving  income  from  the  conmiencement  of  the 
liferent,  is  not  actually  received  by  the  trust  until  some 
time  afterwajxis,  and  the  question  is  how  this  sum  is  to  be 
divided  between  fiar  and  liferenter.  A  calculation  must 
be  made  of  the  "present  value"  as  at  the  opening  of  the 
liferent  of  the  reversion  when  actually  realised*  and  this 
amount  will  be  reinvested  as  capital,  the  difiesence  going 


June  22,  1907. 


THE    ACCOUNTANT 


869 


to  the  liferenter  as  accumulated  income — ^that  is  to  say, 
the  fiar's  share  is  the  sum  which,  invested  on  the  day  of 
the  truster's  death,  would,  with  the  accumulation  of 
interest,  have  produced  at  the  date  of  receipt  of  the  rever- 
sion, the  amount  actually  received.  All  the  rest  goes  to 
the  liferenter.    (Menzies  on  Trustees,  Section  1022.) 

Where  a  loss  is  made  on  an  investment,  such  as  a  loan 
over  heritable  security,  the  division  of  the  sum  finally 
realised  between  fiar  and  liferenter  may  raise  a  difficult 
problem.  Suppose,  for  example,  that  the  interest  on  the 
bond  has  fallen  into  arrcar,  and  ultimately  the  property 
fails  to  realise  enough  to  pay  even  the  principal.  There 
have  been  various  cases  on  this  point  (Menzies,  Section  1042), 
but  the  most  equitable  rule  seems  to  be  that  the  sum 
realised  should  be  divided  between  fiar  and  liferenter  in 
proportion  to  their  total  interests.  Thus  the  arrears  of 
interest,  with  interest  on  them,  will  be  accumulated  into 
one  sum,  and  the  principal  amount  of  the  loan  will  form 
the  other,  and  the  sum  realised  will  fall  to  be  divided  pro- 
portionately betweem  these  two. 


A  discussion  followed,  in  which  several  members  of  the 
Society  took  part,  and  Mr.  Todd,  having  replied  to  the 
various  points  raised,  was  awarded  a  hearty  vote  of  thanks, 
on  the  motion  of  the  Chairman. 


Penoaal. 


The  firm  of  T.  &  G.  Rorie,  C.A.,  Dundee,  of  which  Mr. 
T.  H.  B.  Rorie  and  Mr.  George  Rorie  were  the  sole 
partners^  has  been  dissolved  as  at  3xst  May  of  mutual 
consent.  Each  of  the  partners  will  contintie  business  on 
his  own  account. 


Scottish  Herohants  and  Trust  Deeds. 


At  a  Committee  meeting  of  the  Scottish  Wholesale  Mer- 
chants' Association,  held  within  the  offices  of  the  Secre* 
tary,  82  Gordon  Street,  Glasgow,  the  Secretary  submitted 
papers  regarding  the  winding-up  of  a  trust  estate  by  a 
country  accountant.  The  assets  realised  about  jf  140, 
whilst  the  solicitor's  charges  amounted  to  £2^  6s.  6d.,  the 
auctioneer's  charges  £24  3s.  6d.,  the  trustee's  fee  jf  la  las., 
and  sundry  expenses  about  £1$.  The  Committee  was  of 
opinion  that  this  case  served  as  a  further  proof  that 
realisations  under  trust  deeds  should  be  placed  under  the 
control  of  a  body  of  creditors,  or  under  an  official  of  the 
Bankruptcy  Department.  It  was  notorious  that  trustees 
and  others  burdened  estates  with  unnecessary  charges. 


thus  sacrificing  whatever  little  there  might  have  been  to 
distribute  amongst  creditors  in  the  shape  of  dividends. 

The  Solicitor  of  the  Society,  Mr.  Cochrane,  reported  that 
a  Glasgow  member  of  Parliament  had  now  agreed  to  intro- 
duce into  Parliament,  at  a  very  early  date,  the  new  Bank- 
ruptcy Bill  as  amended  by  this  Society.  The  Bill,  it  is 
stated,  will  be  backed  by  members  of  all  parties. 


Scottish  InsolTeneies. 


For  the  week  ending  15th  June  the  number  of  insolvencies 
reported  in  Scotland  was  23,  as  compared  with  29  in  the 
corresponding  week  of  last  year.  The  trust  deeds  numbered 
13,  as  compared  with  14  ;  the  sequestrations  4,  as  compared 
with  5  ;  and  the  petitions  for  cessio  6,  as  compared  with  10. 
The  total  number  of  insolvencies  for  the  twenty-four  weeks 
of  the  year  is  671,  as  compared  with  620  in  the  corresponding 
period  of  last  year— the  trust  deeds  numbering  333  against 
303,  the  sequestrations  127  against  149,  and  the  petitions 
for  cessio  211  against  168.  Of  the  13  trust  deeds  reported 
during  the  week,  4  were  granted  in  favour  of  Chartered 
Accountants.  For  the  second  week  in  succession  no 
voluntary  liquidations  of  limited  liability  companies  have 
been  gazetted,  the  total  for  the  year  remaining  at  65. 


personal. 


Mr.  David  P.  Davies,  F.S.A.A.,  announces  that,  after 
an  absence  of  three  years  auditing  in  Germany,  Holland, 
and  Belgium,  he  has  resumed  practice  at  3  York  Street, 
Manchester. 

Mr.  W.  Hill  Hunter,  Chartered  Accountant,  has 
removed  from  Midland  Bank  Chambers,  153-4  North  Street, 
to  Central  Chambers,  2  North  Street,  Quadrant,  Brighton. 

Mr.  William  Mercer,  Chartered  Accountant,  has 
removed  to  44  Bedford  Row,  London,  W.C.,  with  branch 
offices  at  II  St.  Peter  Street,  St.  Albans,  and  34  High  Street, 
Bromley. 

Mr.  Andrew  A.  Gillies.  F.C.A.,  Manchester,  has  been 
placed  on  the  Commission  of  the  Peace  for  the  county  of 
Cheshire. 

Messrs.  H.  D.  Vellacott,  A.C.A.,  T.  Burton  Miller, 
A.C.A.,  and  H.  Millnsr  Morris.  A.C.A.,  announce  that 
they  have  entered  into  partnership  as  from  the  ist  inst.,  and 
will  practise  at  141  Fenchurch  Street,  London,  E.C.,  under 
the  style  of  Vellacott,  Miller  &  Co. 

Mr.  Myles  Lee,  of  the  firm  of  Lee  &  Whitfield, 
Chartered  Accountants.  17  East  Parade,  Leeds,  has  been 
added  to  the  list  of  the  Justices  of  the  Peace  for  the  city  of 
Leeds. 
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Annual  Picnic— The  fifteenth  annual  picnic  of  the  firm 
of  Messrs.  David  Smith,  Gamett  &  Co.,  Chartered  Accoun- 
tants. Manchester,  took  place  on  Saturday  last,  the  15th 
inst.  The  partners  and  staff  left  London  Road  Station  by  the 
L.  &  N.W.  Railway  12.5  train  for  Buxton.  The  party  was 
comfortably  provided  for  in  three  saloons,  and  refreshments 
were  enjoyed  en  route.  Rain  descended  heavily  during  the 
journey,  but  hope  prevailed  that  there  might  be  a  fine  drive 
to  Ashbourne  in  the  afternoon.  On  arriving  at  Buxton  the 
stage-coach  and  char-a-bancs  were  quickly  taken  possession 
of.  The  route  was  over  the  London  Road,  and  whilst  the 
first  portion  was  somewhat  bleak,  there  was  attraction  in 
the  fresh  air  and  the  beautiful  green  of  the  hills.  On  the 
left  was  passed  the  prettily-situated  village  of  Chelmorton ; 
a  little  later  the  station  of  Parsley  Hay,  and  further  on 
AIsop-en-le-Dale.  The  scenery  was  now  exceedingly 
beautiful;  the  foliage  full,  and  the  bloom  on  the  pguik 
hawthorn  and  horse-chestnut  were  exceedingly  fine.  After 
passing  Fenny  Bentley  the  destination  at  Ashbourne  was 
quickly  reached.  An  excellent  meal  was  partaken  of  at 
the  Ashbourne  Hall  Hotel.  There  were  present  in  all 
seventy-three,  only  six  out  of  the  stafi^  of  seventy-nine 
being  absent.  Mr.  David  Smith  was  away  in  Scotland, 
and  had  sent  his  good  wishes  by  letter  through  Mr. 
Garnett,  who  presided.  In  speaking  on  behalf  of  the  firm, 
Mr.  Gamett  expressed  his  sincere  pleasure  at  being 
present  and  being  able  to  afiord  every  member  of  the  staff 
another  opportunity  of  all  coming  together  in  this  friendly 
way.  The  appreciation  of  the  staff  was  expressed  by  Mr. 
McDougall  (who  leaves  for  an  appointment  in  India 
within  the  next  few  months,  and  carries  with  him  the 
sincere  good  wishes  of  the  office)  and  Mr.  Lord.  At  7.15 
the  party  took  train  for  Manchester,  and  notwithstanding 
the  rain  in  the  afternoon,  and  the  slow  journey  home,  the 
outing  was  thoroughly  enjoyed  by  all. 


Xanh  Kate  of  SHsconnt. 

Oct.  19th  1906  6% 

Jan.  17th  1907  5% 

April  nth  1907 4j% 

„  25th  1907 4% 
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The    Liability    of   Auditors. 


nPHE  recent  decision  of  his  Honour  Judge 
^  Thomas,  at  the  Liverpool  Bankruptcy 
Court,  in  Re  The  Liverpool  and  Wigan  Supply 
Association,  Lint.,  is  of  considerable  interest  to 
our  readers,  raising  as  it  does  the  important 
question  of  the  measure  of  the  legal  liability 
of  company  auditors;  while  an  additional 
importance  is  given  to  the  case  by  reason  of 


862 


THE    ACCOUNTANT 


June  29,  1907. 


the  circumstance  that  proceedings  were 
instituted  under  the  misfeasance  section  of 
the  Companies  (Winding-up)  Act,  1890,  a  form 
of  procedure  which  is  responsible  for  practically 
all  the  leading  cases  on  the  subject. 

None  of  the  accounts  of  this  case  appear- 
ing in  the  local  press  are  quite  so  clear 
as  could  be  wished,  but  those  who  are 
generally  acquainted  with  the  technicalities 
of  the  matter  will  not  find  much  difficulty  in 
arriving  at  a  general  idea  of  the  position  as  a 
result  of  a  perusal  of  the  account  in  the 
Liverpool  Courier  of  the  15th  inst.,  upon  which 
our  Law  Report  is  based.  From  this  it  appears 
that  a  misfeasance  summons  was  taken  out  by 
John  McCormick,  A.C.A.,  of  Liverpool,  the 
liquidator  of  the  Liverpool  and  Wigan 
Supply  Association,  Lim.,  against  Mr.  Arthur 
Campbell,  A.C.A.,  of  Manchester — ^who  was 
auditor  of  the  company  from  its  formation  in 
1899  down  to  the  date  of  its  liquidation  in 
August  1906 — asking  for  an  order  that  Mr. 
Campbell  should  contribute  such  sum  of 
money  to  the  assets  as  the  Court  might  think 
fit  and  proper  by  way  of  compensation  in 
respect  of  his  misfeasance  and  neglect  of 
duty,  as  auditor  of  that  company.  The 
charge  being  that  he,  as  such  auditor,  did 
make  Balance  Sheets  for  the  half-years  ended 
the  30th  day  of  June  1905  and  the  31st  day 
of  December  1905  which  were  inaccurate 
and  misleading,  and  had  not  used  reasonable 
care  and  skill  in  the  making  and  preparing 
of  such  Balance  Sheets,  but  had  neglected  his 
duties  as  auditor  of  the  said  company,  and 
thereby  caused  loss  of  assets  and  damage  to 
shareholders  and  creditors. 

Without  stopping  to  inquire  whether  it  is 

^ny  part  of  the  duties  of  a  company  auditor,  as 

h,  to  "make"  or  "prepare"  Balance  Sheets, 


or  whether  it  is  possible  to  make  a  Balance  Sheet 
for  a  half-year  or  any  other  period  of  time,  we 
may  point  out  that  the  only  ground  for 
complaint  urged  against  the  respondent  auditor 
appears  to  have  been  that,  in  these  Balance 
Sheets,  assets  which  eventually  realised  only 
£23  odd  were  valued  at  about  ^^950,  the  assets 
consisting  for  the  most  part  of  book  debts. 
It  was  alleged,  however,  that  there  was  a 
discrepancy  of  some  ^^45  in  the  amount  at 
which  the  bank  balance  was  stated.  The  only 
witness  called  was  a  creditor  in  the  liquidation — 
who  had  formerly  been  a  director  of  the 
company — who  alleged  that  he  had  lost  heavily 
owing  to  the  inaccurate  state  of  the  Balance 
Sheet,  which  had  shown  that  twenty  shillings 
in  the  £  could  be  paid  if  the  company  were 
wound  up.  This  witness  also  stated  as  a  fact 
that  no  Cash  Book  had  been  kept  by  the 
company,  and  admitted  that  a  Balance  Sheet 
which  had  come  to  his  knowledge  as  a  share- 
holder bore  a  certificate  by  the  auditor  to  the 
effect  that  certain  information  and  figures  it 
contained  were  obtained  by  the  auditor  from  a 
Mr.  Oliver,  who  was  one  of  the  directors. 

The  main  facts  do  not  appear  to  have  been 
in  dispute,  but  in  themselves  hardly  carry  the 
case  beyond  the  point  of  showing  that  a  con- 
siderable loss  was  sustained  on  the  realisation 
of  the  company's  property.  Apparently,  how- 
ever, the  system  of  bookkeeping  in  force  was 
by  no  means  all  that  could  be  desired,  with  the 
result  that  the  auditor  was  more  than  usually 
dependent  upon  directors  and  other  officers  of 
the  company  for  information  as  to  the  true 
position  of  affairs.  The  applicant,  however, 
does  not  appear  to  have  attempted  to  carry  his 
case  beyond  showing  that  creditors  in  the 
liquidation  suffered  a  loss  which  they  would 
not  have  sustained  had  bis  realisation  of  assets 
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in  the  liquidation  borne  out  the  figures  con- 
tained in  the  company's  half-yearly  Balance 
Sheet ;  and  it  must  surely  have  been  obvious  to 
his  legal  advisers  that  an  application  based 
upon  these  grounds  only  was  doomed  to 
failure. 

It  was  alleged,  and  does  not  appear  to  have 
been  denied,  that  the  misfeasance  summons 
was  really  taken  out  for  the  benefit  of  a  creditor ; 
but  it  does  not  appear  to  have  been  realised 
that,  before  the  Court  can  be  successfully 
invoked  under  the  misfeasance  section,  it  is 
necessary  to  show  that  there  has  been  a  loss  of 
assets  to  the  company  as  a  result  of  misfeasance 
committed  by  the  respondent.  Even  supposing 
it  could  be  proved  that  assets  had  been  included 
in  a  Balance  Sheet  at  an  absurdly  inflated 
value,  and  that  that  Balance  Sheet  had  been 
passed  by  the  company's  auditor  without  his 
exercising  reasonable  care  and  skill  in  the 
discharge  of  his  duties,  that  in  itself  would 
cause  no  loss  of  assets  to  the  company. 
Creditors  might  possibly  be  misled  by  a  false 
statement  of  this  description  into  giving  credit 
to  the  company  far  beyond  the  limits  that  they 
would  otherwise  have  gone,  but  such  a  con- 
sequence as  this  could  in  the  nature  of  things 
cause  the  company  no  loss.  It  is,  it  seems  to 
us,  only  when  dividends  or  commissions  have 
been  paid  in  excess  of  the  profits  properly 
divisible,  as  the  result  of  misleading  accounts 
that  have  been  negligently  audited,  that  it  can 
be  said  there  is  any  loss  of  assets  to  the 
company  consequent  upon  the  misfeasance  of 
its  auditor.  If  this  view  be  correct,  it  follows 
that  no  misfeasance  summons  could  hope  to 
succeed  in  cases  where  no  dividen.d  or  com- 
mission dependent  upon  profits  has  been  paid ; 
and  this  appears  to  have  been  the  view  taken 
by  his  Honour,  who  held  that  no  evidence  had 


been  brought  before  him  to  show  that  the 
assets  of  the  company  had  been  diminished  by 
anything  that  the  auditor  had  done,  and  that, 
therefore,  the  proceedings  must  fail.  He,  how- 
ever, declined  to  give  the  respondent  his  costs. 
From  the  report  before  us  it  would  almost 
appear  as  though  these  proceedings,  although 
taken  in  the  form  of  a  misfeasance  summons 
in  the  name  of  the  liquidator,  were  desired  in 
effect  to  accomplish  the  purpose  of  an  action  by 
a  creditor  to  recover  damages  for  alleged  misre- 
presentation. There  can  be  no  doubt  that  a 
creditor  who  felt  himself  aggrieved  would  not 
be  entirely  without  his  remedy — assuming,  of 
course,  that  he  could  satisfy  the  Court  as  to  the 
facts — but  the  misfeasance  section  of  the  1890 
Act  was  never  intended  to  facilitate  the 
enforcement  of  claims  of  individual  creditors.  It 
merely  provides  a  summary  procedure  by  which 
the  company  may  obtain  an  order  for  damages 
against  any,  or  all,  of  its  officers  who  may  have 
been  guilty  of  gross  breach  of  duty ;  and  it  can- 
not be  too  strongly  pointed  out  that,  in  his 
capacity ^as  auditor  to  a  company,  an  auditor 
owes  no  duty  to  that  company's  creditors.  He 
is,  of  course,  not  entirely  without  responsibility 
to  those  creditors  if  it  can  be  shown  that  he 
has  intentionally  misled  them;  but  a  claim 
based  upon  these  grounds  is  in  all  respects 
different  to  a  claim  based  on  misfeasance,  and 
therefore  the  summary  procedure  provided  by 
the  Act  of  1890  is  not  applicable  for  the 
enforcement  of  such  claims,  even  where  they 
exist. 


The  Prevention  of  Corruption  Act  and 
Auditors'  Duties. 


TN  our  issue  of  the  15th  inst.  a  correspondent, 
-*•  signing  himself  "Auditor,"  expressed  a 
desire  that  we  should  give  our  opinion  with 
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regard  to  the  duties  of  auditors  when  reporting 
to  shareholders  on  the  annual  accounts  of 
companies  in  which  large  amounts  are  paid  as 
commissions.  Our  correspondent  instances 
the  case  of  a  company  whose  business  consists 
mainly  of  repairs  to  property,  and  who  charge 
against  their  annual  profits  a  considerable  sum, 
under  the  head  of  discounts  and  allowances, 
which  the  auditor  has  good  reason  for  thinking 
is  expended  in  the  way  of  commission  among 
employees  of  customers,  although  no  details 
appear  in  the  books  throwing  any  light  upon 
this  suspicion. 

Our  own  view  is  that  the  position  of  a  com- 
pany auditor  has  been  in  no  way  affected  by 
the  Prevention  of  Corruption  Act.  That  Act 
merely  made  a  criminal  offence,  punishable  by 
fine  or  imprisonment,  actions  which  under  the 
then  existing  law  were  always  irregular  and 
improper.  We  do  not  think  that  we  are  over- 
stating the  case  when  we  say  that  inasmuch 
as  any  person  paying  commission  to  the 
employee  of  another  may  be  proceeded  against 
civilly  by  that  other,  who  may  recover  from 
the  first  party  the  amount  of  the  commission 
he  has  paid,  it  follows  that  the  payment  of 
such  commission  has  always  been  illegal.  If 
the  regulations  of  a  company  authorise  its 
agents  to  commit  illegal  acts  they  are,  pro  tanto, 
ultra  vires.  Therefore  it  seems  to  us  that  the 
payment  of  corrupt  commissions,  even  when 
authorised  by  a  company's  regulations,  and 
a  fortiori  when  not  so  authorised,  is  a  mis- 
appropriation of  the  assets  of  a  campany,  and 
therefore  a  matter  which  it  is  the  duty  of  the 
auditor  to  report  to  the  shareholders  in  all 
cases  where  it  comes  to  his  knowledge.  This, 
it  seems  to  us,  is  the  position  both  before  and 
after  the  passing  of  the  Prevention  of  Corrup- 
^^^ion  Act  of  last  year. 


On  the  other  hand,  it  remains  to  consider 
how  far  it  is  the  duty  of  an  auditor  to  make 
inquiries  into  such  matters,  which,  it  may 
reasonably  be  assumed,  are  not  prominently 
disclosed  in  the  company's  accounts  so  that 
he  who  runs  may  read.  The  correct  attitude 
for  the  auditor  to  adopt  under  such  circum- 
stances becomes,  we  think,  quite  clear  directly 
it  is  admitted  that  the  payment  of  corrupt 
commission  is  in  effect  a  misappropriation  of 
the  company's  assets.  If  the  auditor  finds 
nothing  to  arouse  his  suspicions,  very  little 
inquiry  will  suffice  to  satisfy  him.  If,  on  the 
other  hand,  he  has  suspicions,  it  becomes  his 
duty  to  probe  matters  either  until  he  is 
satisfied  that  his  suspicions  were  unfounded, 
or  until  he  has  brought  to  light  the  full  story 
of  the  misappropriation. 

In  conclusion,  however,  we  should  like  to 
point  out  that  all  commissions  are  not  neces- 
sarily corrupt  commissions,  and  that,  while 
perhaps  the  majority  of  cases  are  readily 
capable  of  being  classified  as  legitimate  or 
corrupt,  certain  others  will  be  upon  the  border- 
line, and  will  remain  uncertain  until  the  Courts 
have  decided  them.  Even  then  case  law  is  not 
likely  to  prove  a  very  valuable  guide,  as  in  the 
majority  of  instances  the  circumstances  will 
differ  in  each  separate  case.  For  his  own  sake 
the  auditor  who  values  his  reputation  will  take 
pains  to  see  that  the  accounts  which  he  passes 
are  not  open  to  attack.  On  the  other  hand, 
he  will  probably  not  be  slow  to  recognise  that 
his  primary  duty  to  the  company  is  to  conserve 
its  interests,  and  these  are  not  likely  to  be 
advanced  by  attacking  the  payment  of  com- 
missions that  are  not  illegal  in  themselves. 
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Liquidation  witliout  Audit. 


A  TTENTION  has  been  drawn  from  time 
to  time  to  the  illusory  nature  of  the 
safeguard  supposed  to  be  afforded  to  investors 
by  the  appearance  upon  the  front  page  of  a 
company  prospectus  of  the  name  of  a  well- 
known  firm  of  Chartered  Accountants  as 
auditors  to  the  company.  Prior  to  the  passing 
of  the  Companies  Act,  1900,  such  a  state- 
ment meant  absolutely  nothing,  in  that  it 
provided  no  effective  assurance  that  the  firm 
in  question  would  ever  be  appointed  auditors 
to  the  company.  Since  the  1900  Act  came 
into  force,  however,  matters  have  been 
improved  to  this  extent,  that  directors  became 
more  definitely  responsible  for  the  statements 
contained  in  a  company  prospectus;  and 
inasmuch  as  Section  10  (i)  (/),  provides  that 
the  names  and  addresses  of  the  auditors 
(if  any)  must  be  stated  in  every  prospectus 
issued,  it  is  probable  that  most  directors  or 
promoters  having  anything  to  lose  would 
hesitate  about  making  use  of  the  name  of  a 
firm  of  auditors  when  they  had  no  intention 
of  securing  for  them  the  appointment  of 
auditors  to  the  company. 

To  a  certain  extent,  therefore,  it  may  no 
doubt  be  said  that  matters  have  improved 
of  late  years,  but  that  they  are  still  in  a 
far  from  satisfactory  state  is  evident  from 
the  correspondence  that  has  recently  passed 
between  the  Motor  Bus  Company,  Lim.,  and  its 
auditors,  Messrs.  Woodthorpe,  Bevan  &  Co., 
which  we  give  below.  It  is  apparently  proposed 
that  the  company  should  go  into  voluntary 
liquidation,  with  a  view  to  its  business  being 
amalgamated  with  that  of  other  similar 
companies.  But,  as  Messrs.  Woodthorpe, 
Bevan  &  Co.  point  out,  their  name  appeared 


as  auditors  of  the  company  on  the  prospectus 
issued  to  the  public,  yet  no  audit  has  been 
conducted,  although  the  company  has  been  in 
existence  for  eighteen  months ;  and  it  is  now 
proposed  to  place  the  company  in  voluntary 
liquidation  without  any  such  audit  being  made 
by  those  whom  the  prospectus  represented  to 
all  whom  it  might  concern  were  to  audit  the 
accounts  of  the  company. 

That  such  a  state  of  affairs  is  eminently 
unsatisfactory  few  disinterested  persons  would 
care  to  deny.  Assuming  an  independent 
liquidator  is  appointed,  it  might  possibly 
be  argued  that,  inasmuch  as  he  would 
naturally  make  a  full  inquiry  into  the  whole 
of  the  company*s  transactions  during  the 
period  of  its  existence,  any  smaller  and 
necessarily  more  limited  inquiry  undertaken  by 
the  company's  auditors  immediately  prior  to  the 
liquidation  would  be  a  mere  waste  of  time  and 
money.  It  may  be  pointed  out,  however,  that 
when  a  company  goes  into  voluntary  liquidation 
with  a  view  to  reconstruction  or  amalgamation, 
it  is  not  usual  for  its  past  transactions  to  be 
hostilely  criticised  by  the  liquidator,  and  that 
the  sort  of  investigation  normally  conducted  in 
such  cases  can  in  no  sense  be  regarded  as 
taking  the  place  of  the  proper  statutory  audit. 

It  may,  moreover,  be  pointed  out  that,  if 
shareholders  are  to  be  called  together  to  consider 
resolutions  for  voluntary  winding  up  with  a  view 
to  amalgamation,  they  are  in  effect  being  asked 
to  agree  to  the  sale  of  their  undertaking  upon 
certain  terms.  To  enable  them  to  form  any 
opinion  as  to  whether  these  terms  are  reason- 
able, or  the  reverse,  it  is  necessary  that  a  proper 
statement  of  accounts  should  be  placed  before 
them.  Any  such  statement  is  required  by  Sec- 
tion 23  of  the  1900  Act  to  have  been  previously 
audited  by  the  company's  auditors.    And  it  i? 
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thus  a  clear  infraction  of  a  statutory  provision 
if  any  such  statement  of  accounts  be  submitted 
to  the  shareholders  unaudited ;  while,  upon  the 
other  hand,  it  is  obvious  that,  unless  some  such 
statement  of  accounts  be  placed  before  the 
shareholders,  they  are  in  the  dark  as  to  the 
true  facts  of  the  case. 

At  the  same  time  it  would  appear  that  the 
directors  propose  to  pursue  this  extremely 
undesirable  course  of  convening  a  general 
meeting  of  the  Motor  Bus  Company,  Lim., 
with  a  view  to  liquidation,  without  first  having 
the  company's  accounts  properly  audited.  And, 
should  the  resolution  for  liquidation  be  passed, 
it  is  evidently  their  intention  and  desire 
that  there  should  be  no  such  audit,  for,  in  a 
letter  to  Messrs.  Woodthorpe,  Bevan  &  Co. 
dated  the  3rd  inst.,  they  state  "  that  if  an  audit 
"  of  the  company's  accounts  becomes  necessary 
"  through  its  continued  existence,  you  will  be 
''  instructed,"  thus  making  it  clear  that  no  such 
instructions  will  be  given  by  the  directors  if 
the  proposed  resolutions  for  liquidation  are 
duly  passed. 

The  abuse — for  it  can  be  called  nothing  else 
— is,  it  seems  to  us,  really  part  of  a  lau-ger 
question  which  calls  for  urgent  consideration, 
in  that,  until  it  has  been  satisfactorily  dealt 
with,  it  is  practically  waste  of  time  to  make  any 
attempt  at  providing  an  efficient  system  of 
audit.  As  matters  stand  at  the  present  time 
the  directors  of  a  company  have,  for  all  practical 
purposes,  uncontrolled  power  of  postponing  the 
issue  of  that  company's  accounts.  Theoreti- 
cally, general  meetings  are  supposed  to  be 
held  annually,  and  accounts  are  supposed  to 
be  pr^ared  and  audited  once  a  year,  indeed 
the  auditors'  appointment  is  usually  made  as 
for  the  ensuing  year.  At  the  same  time 
^ing  is  easier — and,  for  that  matter^  few 


things  are  more  usual — than  for  a  period 
exceeding  twelve  months  to  elapse  before  any 
accountis  are  prepared  for  audit.  In  the  mean- 
time, although  the  auditor  has,  for  what  it  is 
worth,  the  power  of  at  all  times  attending 
at  the  company's  offices,  inspecting  its  books, 
and  demanding  explanations,  these  privileges 
provide  no  effective  safeguard  to  the  investor, 
inasmuch  as  there  is  no  obligation  upon  the 
part  of  the  directors  to  have  the  company's 
accounts  kept  properly  up  to  date,  and  unless 
they  are  up  to  date  they  cannot,  of  course, 
be  effectively  audited. 

A  further  question  occurs  to  us  at  this  stage, 
aad  that  is  as  to  whether  an  auditor  appointed, 
as  is  very  customary,  ''for  the  ensuing  year"  can 
be  said  to  continue  to  hold  office  until  the  next 
ordinary  general  meeting  if  a  period  exceeding 
twelve  months  elapses  between  the  two  dates. 
For  our  own  part,  we  think  it  questionable 
whether  the  appointment  does  not  lapse 
at  the  expiration  of  the  prescribed  period  of 
twelve  months.  And  if  this  supposition  should 
prove  to  be  correct,  the  position  is,  of  coarse, 
even  more  unsatisfactory  than  had  at  first  been 
supposed,  as  it  must  mean  that  directors  who 
may  wish  to  get  rid  of  an  inconveniently  con* 
scientious  auditor  may  readily  do  so  by 'the 
simple  expedient  of  delaying  the  audit  until 
the  auditor's  term  of  office  has  expired.  We 
know  of  no  legal  decision  bearing  upotr  the 
point,  but  it  may  be  remembered  that,  some 
few  years  since,  the  Cardiff  Corporation  refused 
to  allow  one  of  its  elective  auditors  to  complete 
his  audit,  on  the  ground  that  his  appointment 
was  for  twelve  months  only,  and  that  this 
period  had  expired.  In  so  acting  the-  Town 
Council  had  no  doubt  taken  what  it  thought 
to  be  good  legal  advice,  and  the  conclusion  is 
c^ainly  inherently    probable.      If   there    is 
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anything  in  this  suggestion,  it  would  follow 
that,  the  appointment  of  auditor  having  lapsed, 
the  company  is  without  an  auditor,  but  not 
under  such  circumstances  as  to  enable  the 
Board  of  Trade  to  appoint  one  on  the  appli- 
cation of  any  member.  The  position  would 
appear  to  be  rather  that  a  casual  vacancy  had 
been  created,  which  might  be  filled  by  the 
directors  of  the  company  in  accordance  with 
the  provisions  of  Section  21  (5)  of  the  1900 
Act — that  is  to  say,  everything  appears  to  lend 
itself  towards  smoothing  the  path  of  directors 
in  cases  where  they  are  desirous  of  evading 
their  proper  responsibilities. 

The  following  is  the  correspondence : — 

To  Vmceot  F.  Bareham,  Esq., 
Secretary,  Motor  'Bus  Co.,  Lim., 
Shrubland  Road,  Dalstoa,  N.£. 

Dear  Sir, — Our  attention  has  been  caUed  to  a 
circular,  dated  the  3rd  instant,  issued  by  you  at  the 
instance  of  your  directors,  in  which  it  is  stated:  — 
**  It  is  proposed  to  make  up  the  accounts  of  thds  com- 
pany to  the  date  of  the  liquidation  and  to  submit  th«n 
to  the  liquidators  for  audit."  We  desii«  to  caU  the 
attention  of  your  board  to  the  fact  that  w«  are  the  com- 
pany's auditors,  having  been  properly  appointed  in 
accordance  with  the  articles  of  association,  uiKler  the 
provisions  of  the  Companies  Act,  1900.  We  shall  be 
glad,  therefore,  to  know  the  grounds  upon  which  it  is 
proposed  that  the  accounts  shall  be  audited  by  the 
liquidators,  who,  we  venture  to  suggest,  seeing  that 
they  will  have  the  conduct  of  the  liquidation,  are  not 
the  proper  persons  to  audit  the  accounts  on  behalf  of 
the  shareholders.  The  company  was  formed  in 
November  1905,  and  in  February  1906  we  certified,  as 
auditors,  the  receipts  and  payments  on  Capital 
Account  in  the  report  presented  to  the  ahareholders  at 
the  statutory  meeting,  since  which  no  accounts  have 
been  submitted  to  us. 

W©  arc,  &c., 

WOODTHOEPE,    BEVAN   &   Co. 

I  Leadenhall  Street,  E.C., 
8th  May. 


Messrs.  Woodthorpe  Bevan  &  Co., 
Leadenhall  Buildings, 
Leadenhall  Street,  E.G. 

Dear  Sirs, — In  reply  to  your  recent  letter,  I  am 
instructed  to  inform  you  that  the  audit  referred  to  in 
the  circular  in  no  way  interferes  with  your  position  as 
auditors  of  the  above  company,  and  that  if  an  audit 
of  the  company's  accounts  becomes  necessary  through 
its  continuing  in  existence  you  will  be  duly  instructed. 

Yours,  &c. 

Vincent  F.  Boreham,  Secretary. 

Motor  'Bus  Company,  Lim. 

Shxubland  Road,  Dalston,  N.E. 
3rd  June. 


To  Vincent  F.  Boreham,  Esq., 
Secretary,  Motor  'Bus  Company,  Lim., 
Shrubland  Road,  Dalston,  N.E. 

Dear  Sir, — ^We  duly  received  your  letter  of  the  3rd 
June  in  reply  to  ours  of  the  8th  May  last.  It  is  most 
unusual  to  refer  accounts  for  audit,  not  to  the  properly 
appointed  auditors  responsible  to  the  shareholders,  but 
to  the  liquidators  who,  as  your  directors  must  be  well 
aware,  would  be  under  no  legal  obligation  to  submit 
to  the  shareholders,  and  report  upon,  the  company's 
accounts  for  the  year  and  a-half  of  its  existence.  Such 
a  course  would  deprive  the  shareholders  of  the  prin- 
cipal protection  afiforded  them  by  the  Companies  Acts. 
As  our  name  appeared  as  the  auditors  of  the  company 
on  the  prospectus  issued  to  the  public  we  have  the 
strongest  possible  objection  to  the  company's  passing 
into  liquidation  until  a  proper  investigation  of  its 
affairs  has  taken  place,  in  compliance  with  thr*  pro- 
visions designed  by  the  Legislature  for  the  protection 
of  the  shareholders.  We  think  that  the  shareholders 
will  agree  with  us  in  this  respect. 
We  are,  &c., 

Woodthorpe,  Bevan  &  Co. 

I  I..eadenhall  Street,  E.C., 
12th  June. 


Meeftlv  Vlotes. 


At  a  meeting  of  the  Victoria  University 
UnlYertUy        of  Manchester,  held  on  the  19th  inst, 
M.Oom.  D«tfrM.    j^  ^^^  decided  to  confer  the  degree  of 
M.Com.  on  Mr.  Drummond  Eraser,  lecturer  on  Banking, 
and  on  Mr.  R.  N.  Carter,  E.G. A.,  lecturer  on  Account- 
ing at  this  University. 
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Xnother  From  the  reports  that  have  found  their 
building  Boolety  way  into  the  press  of  the  6ist  annual 

Boandal.  meeting  of  the  Wakefield  and  West 
Riding  permanent  Building  Society,  it  would  appear 
that  this  must  be  added  to  the  already  lengthy  list  of 
societies  that  have  caused  loss  to  their  members  through 
slackness  of  financial  control  and  audit.  As  the  late 
secretary  of  the  society  has  been  committed  for  trial  to 
the  Assizes  it  is,  of  course,  premature  for  us  to  consider 
the  question  as  to  who  is  directly  responsible  for  the 
losses  that  have  been  sustained,  but  with  regard  to  the 
question  of  audit  it  is  of  interest  to  observe  that  the 
members  have  at  last  sufficiently  awakened  to  a  sense 
of  their  responsibility  in  the  matter  to  pass  a  resolution 
for  the  appointment  of  professional  auditors  in  the 
future.  They  have  also  apparently  taken  couusers 
opinion  as  to  the  legal  responsibility  of  the  previous 
lay  auditors,  and  it  is  stated  that  counsel  has  advised 
that  there  was  a  valid  and  binding  conlract  between 
the  society  on  the  one  hand  and  the  auditors  on  the 
other,  and  that  in  the  events  which  had  happened  a 
breach  of  contract  appeared  to  have  been  committed 
for  which  the  auditors  might  be  responsible,  but  that 
how  far  the  responsibility  extended  depended  entirely 
upon  the  weight  of  evidence.  Such  an  opinion  can 
hardly  be  said  to  err  upon  the  side  of  undue  rashness, 
but  so  far  as  it  goes  it  is  clearly  unexceptionable,  and 
it  will  bfe  interesting  to  see  what,  if  any,  further  steps 
are  taken  in  the  matter. 


Limited 
Partnership!. 


In  the  House  of  Commons  last  week 
the     Limited     Partnerships    Bill,    as 

amended  by  the  Standing  Committee,  was  considered 

and  read  a  third  time. 


The  Bank  Rate  ^^  *^^  1907-8  edition  of  "London 
andtheAmal^a-  Banks,"  Mr.  Thomas  Skinner  points 
mation  Qaeition.  out  that  the  average  bank  rate  was 
4*269  per  cent.,  and  as  the  average  bank  rate  ruling 
in  this  country  during  the  forty  years  to  the  end 
of  1906  was  only  3*207  per  cent.,  in  that  in  only 
two  of  the  forty  years  was  the  average  higher 
than  in  1906,  it  will  be  easily  understood  that  last 
year's  average  indicates  rather  abnormal  conditions. 
In  1890,  which  was  a  year  of  financial  struggle,  the 
rate  was  4*52  per  cent.,  and  in  1873,  the  year  of  the 
Franco-German  War  Indemnity,  the  rate  was  4288. 
It  would  be  an  interesting  speculation  to  advance 
theories    as  to    what   the    rate  might  be  if  another 


European  war  fell  upon  us  at  this  moment.  The 
same  publication  points  out  that  a  remarkable  dimi- 
nution has  taken  place  during  the  last  ten  years  in 
the  number  of  banking  firms  and  companies  in  the 
United  Kingdom.  The  amalgamation  problem  has 
been  discussed  on  many  occasions,  and  there  is  nothing 
new  to  be  said.  It  should,  however,  be  remembered 
ihat,  with  regard  to  statistics  in  connection  with  this 
matter,  a  fall  in  the  number  of  amalgamations  docs  not 
count  for  very  much,  because  the  number  of  units  that 
are  capable  of  being  amalgamated  necessarily  grows 
less  wi  h  each  amalgamation. 


Qaestiona  in  In  the  House  of  Commons  last  week 
the  Hooae.  the  Chancellor  of  the  Exchequer  was 
asked  whether  the  interest  on  foreign  Government 
securities,  not  payable  in  the  United  Kingdom,  bat 
which  bad  to  be  sent  abroad  for  payment— such  as 
French  Rentes,  Italian  Rentes,  and  Japanese  Internal 
Loan — was  assessable  under  Schedule  "  C,"  as  were  the 
dividends  of  colonial  and  foreign  stocks  which  were 
payable  in  the  United  Kingdom.  Mr.  Asquith  replied 
to  the  eflfect  that  interest  on  all  foreign  and  colonial 
securities  was  chargeable  with  tax  if  and  when  received 
in  this  country,  whether  paid  here  or  collected  throngh 
an  agent.  In  the  former  case  it  would  be  chargeable 
under  Schedule  "  C,"  and  in  the  latter  under  Schedule 
"  D."  Mr.  Asquith  was  also  asked  what  legal  documen- 
tary evidence  was  required  by  the  Inland  Revenue 
authorities  for  a  refund  of  income-tax  to  prove  the 
ownership  of  securities  standing  in  names  other  than 
those  of  the  claimants,  and  whether  an  affidavit  from 
the  person  or  persons  in  whose  name  or  names  the 
investment  stood  would  be  accepted  as  snflBcient 
evidence  in  the  absence  of  any  deed  ot  trust.  The  reply 
was  that  a  simple  affidavit  as  indicated  would  not  be 
sufficient  in  all  cases,  as  the  curcumstances  of  each  case 
would  require  to  be  considered  on  their  merits.  "With 
regard  to  the  pension  question,  an  inquiry  was  made  as 
to  whether,  for  the  purpose  of  income-tax  in  thecorreot 
year,  the  pensions  of  civil  servants  and  of  naval  and 
military  officers  were  being  treated  as  earned  or  as 
unearned  income,  and  whether,  in  cases  where  income- 
tax  at  the  rate  of  is.  had  already  been  paid,  a  rebate 
would  be  allowed  in  the  event  of  the  Finance  Bill 
becoming  law.  The  Financial  Secretary  of  the  Treasury 
said  that  no  distinction  would,  or  could,  be  made 
between  earned  and  unearned  incomes  until  the  Finance 
Bill  had  been  passed,  but  when  that  event  occurred 
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each  case  would  be  separately  considered  and  dealt 
with. 


A  Reuter's  telegram  announces  that 
Bmllroad  the  Inter- State  Commission  has 
Aooonnts.  promulgated  a  uniform  system  of 
accounts  in  connection  with  railways  under  the  Rail- 
road Rate  Law,  which  was  passed  during  the  last 
session  of  Congress.  The  system  is  intended  to  take 
effect  from  the  ist  prox. ;  it  covers  operating  revenues 
and  expenses,  and  is  designed  to  secure  a  correct  state- 
ment of  the  revenues  from  actual  working,  and  to  keep 
the  cost  of  improvements  out  of  the  operating  expenses. 
Reports  are  to  be  made  monthly  under  the  new 
regulations. 


Hi*  W«rkm«ii'8    ^^®    report   of   the    decision  of  the 
Oompemattoii     House  of  Lords  in  Nicholson  v.  Piper 
*•*■•  should    be    pasted  in  the    text-books 

relating  to  the  Workmen's  Compensation  Act,  1906,  for 
it  may  have  an  important  bearing  on  future  legislation 
in  that  direction.  The  decision  seems  to  be  perfectly 
clear,  and  merely  amounts  to  a  declaration  that  "  ended  " 
means  ended!  A  County  Court  Judge  had  decided 
that  a  workman  was  fit  to  resume  his  occupation,  and 
accordingly  made  an  order  ending  the  weekly  payments 
of  compensation.  It  was  held  that  the  matter  could 
not  be  reopened  for  review. 


Tht  Dommy. 


In  the  case  of  Harbord  v,  Drake  and 


others  the  articles  of  association  of  a 
limited  sonpany  contained  a  provision  that  on  a  liqui- 
dation supervening  the  subscribers  to  the  memorandum 
of  association  should  be  entitled  to  receive  25  per  cent, 
of  the  surplus  assets.  Three  "  dummies  sought  to 
enforce  their  individuality,  but  Mr.  Justice  Parker  held, 
on  the  facts,  that  the  shares  were  not  a  present,  but 
were  held  in  trust  for  the  plaintiff.  The  particular  facts 
of  the  case  must  be  borne  in  mind,  and  perhaps  no 
general  rule  is  deducible  from  the  decision. 


The  Yaint  of      A  Correspondent  of  a  financial  contem- 
Balftnoe  UiMts.    porary,  who  replied  to  a  certain  adver- 
tisement  in  which    preference   shares   were   offered, 
received    the     following    amusing    letter    from    the 
advertiser : — 


•*  Dear  Sir,— I  am  in  receipt  of  your  letter  of  yester- 
day. Of  course  there  are  Balance  Sheets*  but  these 
may,  without  some  explanation,  be  misleading,  infts* 
much  as  during  the  last  18  months  considerable  moneys 
have  been  expended  ont  of  the  profits  of  one  of  the 
papers  in  order  to  make  the  other.  —  Now  both  are 
yielding  a  large  income  and  the  second  is  expected  to 
largely  excel  the  first !  '* 

The  previous  communication  had  said  that  the  auditors 
of  the  company  were  themselves  finding  a  portion  of 
the  preference  shares,  but  the  remark  as  to  the  Balance 
Sheets,  which  might  be  misleading,  is  somewhat  naive, 
to  say  the  least  of  it. 


PoitOffloe       ^^®    following   statistics   have    been 
BeyIbO  Bank     given  by  Mr.  Runciman  in  reply  to  a 
^'^'^         question    put  by  Mr.    Byles   In   the 
House  of  Commons : — 

Amount    due    to    Depositors    on    31st 

December  1906 £^55*99^*^^ 

Amount  of  Consols  sold  during  1906     . .  1,777,644 

Average  price  obtained 88 

Amount  of  Consols  held  on  account  of 
the  Post  Ofl&ce  Savings  Bank  at  31st 

December  1906 59.977.688 

Deficiency  in  Income  for  1906      . .  119,870 

The  amount  of  Consols  sold  includes  /i. 715.644 
transfeired  to  depositors  at  the  average  price  of  the 
day,  and  during  the  same  period  ^883,730  Consols  were 
purchased  by  transfer  from  depositors. 


Auditorial  We  understand  that  the  Local  Govern* 
PromptiiflM.  ment  auditor  was  able  to  complete  his 
audit  of  the  accounts  of  the  Guardians  of  the  City 
of  London  Union  for  the  half-year  ended  the  25th  March 
last  on  the  24th  May  following.  This  is  stated  to  be 
the  first  time  that  it  has  been  found  possible  to  com- 
plete the  audit  within  three  months  of  the  close  of  the 
half-year.  It  is  gratifying  to  learn  that,  in  at  all  events 
some  cases,  accounts  officially  audited  are  certified  by 
the  auditors  before  they  have  passed  into  the  limbo  of 
ancient  history,  but  it  is  not  a  little  significant  that  an 
interval  of  two  months  for  the  audit  of  accounts  appears 
to  be  regarded  as  practically  an  official  record.  It 
would  be  interesting  to  know  what  percentage  of 
accounts  professionally  audited  take  more  than  two 
months  to  audit,  and  what  proportion  are  completed 
within  that  period.  At  a  rough  estimate  we  should  pv* 
the  figures  at  10  per  cent,  and  90  per  cent,  respective 
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TheDaprMlatlon  ^^^  contemporary  The  Municipal 
of  ElMtrieal  Journal  attempts  to  turn  the  tables 
n  rukin^i.  upQn  what  it  describes  as  company 
undertakiogs  by  showing  the  ratio  of  their  annual  pro- 
vision for  depreciation  with  their  capital  expenditure 
with  the  result  that  the  maximum  provision  appears  to 
be  3-69  per  cent,  charged  by  The  Smithfield  Markets 
Company,  followed  by  3*24  per  cent,  for  the  St.  James's 
and  Pall  Mall  Company,  and  3*01  per  cent,  by  the 
Brompton  and  Kensington.  Six  undertakings  make 
provision  of  between  2  per  cent,  and  3  per  cent.,  twenty 
less  than  2  per  cent,  and  eight  no  provision  at  all.  Our 
contemporary  is,  perhaps,  not  unnaturally  delighted 
with  the  result  of  its  statistical  investigation.  It 
appears,  however,  to  overlook  one  somewhat  important 
poiut,  that,  in  the  case  of  companies,  whatever  renewals 
may  be  necessary  are  borne  out  of  revenue,  the  expen- 
diture having  sooner  or  later  to  come  out  of  the  pockets 
of  private  individuals,  who  are  the  proprietors  of  the 
undertaking.  In  the  case  of  a  local  authority,  however, 
the  renewals,  when  necessary,  are  very  frequently 
capitalised,  and  if  there  is  any  error  of  accounting  it 
is  the  community  that  suffers,  and  not  a  mere  handful 
of  capitalists,  who  may  be  quite  well  left  to  look  after 
their  own  interests. 

Bollolton  and  The  Committee  appointed  at  the  special 
their  Aooonnts.  general  meeting  of  the  Law  Society 
held  in  January  last  to  consider  what  rules  and  regula- 
tions (if  any)  should  be  adopted  by  the  Society  as  to 
solicitors*  methods  of  keeping  accounts,  &c.,  has  now 
issued  its  report.  The  matter  is  of  such  interest  that 
we  propose  to  deal  with  it  next  week  at  length  in  an 
article.  In  the  meantime  we  may  mention  that  the 
recommendations  are  of  an  important  and  far-reaching 
character,  and  include  one  virtually  giving  solicitors  the 
alternative  of  (a)  having  their  accounts  regularly  audited 
by  a  Chartered  or  Incorporated  Accountant,  or  (b) 
keeping  a  separate  Banking  Account  for  clients'  moneys, 
and  executing  an  annual  declaration  to  the  effect  that 
they  have  in  fact  been  so  kept  separate.  As  at 
present  constituted,  the  Law  Society  has  no  power  of 
enforcing  these  recommendations,  so  that  legislation 
will  be  necessary  if  anything  is  to  come  of  the  Com- 
mittee's findings. 


The  Hew  '^be  new  Workmen's  Compensation 
Oompematlon  Aet.  Act  comes  into  force  on  the  ist  prox. 
and  thus  practically  all  employers  of  labour  in  any 
form  have  had  to  consider  whether  they  will  themselves 


run  the  risks  that  this  measure  imposes  upon  them,  or 
cover  themselves  by  insurance.  Those  employing  a 
limited  number  will,  if  they  are  prudent,  elect  to  adopt 
the  latter  course,  but  where  the  number  of  employees 
is  sufficiently  great  to  provide  a  reasonable  average  of 
experience,  there  is,  of  course,  nothing  unduly  hazardous 
in  the  employer  effecting  his  own  insurance,  upon  the 
same  principle  that  the  largest  shipping  companies  have 
always  insured  their  own  fleets. 


The  Payment  of  In  a  case  that  came  before  his  Honour 
Aoeounts.  Judge  Rentoul  in  the  City  of  London 
Court  last  week  his  Honour  stated  that  there  was  a 
great  reluctance  on  the  part  of  the  Courts  to  make  a 
man  pay  twice  if  he  has  paid  a  traveller  or  agent,  and 
that  people  employing  travellers  should  get  security 
from  them  before  they  turn  them  loose  to  swindle  the 
public  and  then  depart.  In  a  case  where  a  firm  of 
cigar  merchants  sued  an  hotel  proprietor  for  goods 
supplied,  and  the  defence  was  that  payment  had  been 
made  to  the  traveller  who  took  the  order  (with  whom 
the  defendant  had  dealt  for  five  years),  notwithstanding 
the  fact  that  the  plaintiffs'  invoices  stated  that  no  pay- 
ments would  be  recognised  unless  sent  direct  to  the 
firm,  his  Honour  gave  judgment  for  the  defendant, 
with  costs. 


CotteBpon^ence  an&  Bnautrfes. 


All  commufiicatioas  to  the  Editor  should  he 
by  letter  only. 


[We  are  at  all  times  ready  to  insert  correspondence  on 
matters  of  interest  to  the  Profession,  but  we  do  not  of  course 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondsna  intend^  for 
current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon;    and    must   in    all    cases    be    accompanied   by    the 


and    address    of    correspondents,     not     necessarily     for 
publication,  but  as  a  guarantee  of  good  faith  J] 


Compensation  Levy. 

{To  the  Editor  of  The  Accountant.) 
Sir, — In  Mr.  Daniel  Hill's  letter  appearing  in  your 
issue  of  the  15th  June  it  is  not  clear  to  me  whether 
compensation  charges  are  a  charge  against  profit  for 
income-tax  purposes  for  all  houses,  that  is,  managed  and 
let.  The  Surveyor  for  this  district  ioforms  me  that 
compensation  charges  paid  by  brewery  companies  in 
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respect  to  houses  let  to  tenants  are  not  a  deduction  in 
arriving  at  taxable  profit.  I  shall  be  pleased  to  hear 
Mr.  Hill's  view  on  this  point. 

Yours  faithfully, 

Birmiftf^ham^  June  20th  1907.  NOVICE. 


The  Ualon  off  Chartered  Accountant  Student 
Societies'  Transactions. 

{To  the  Editor  of  The  Accountant.) 
.Sir, — In  the  article  under  the  above  heading  in  your 
issue  of  this  date  you  refer  to  certain  omissions  in  the 
recently-issued  volume  of  the  Transactions  for  1906, 
and  included  in  the  list  of  these  omissions  is  a  paper 
by  me  on  «*  The  Criticism  of  Accounts.'*  This  paper 
was  read  by  me  to  the  Nottingham  Students'  Society  in 
1906,  but  it  had  previously — in  the  autumn  of  1905— 
been  read  to  the  Leicester  Society,  and  it  was  there- 
fore piloted  in  the  Transactions  for  1905. 
I  am,  Sir,  your  obedient  servant, 

WM.  R.  HAMILTON. 
Nottingham  t  June  22nd  1907. 

[We  are  much  obliged  to  Mr.  Hamilton  for  drawing 
attention  to  this  circumstance,  which  we  had  for  the 
moment  overlooked,  as  it  is  a  very  general  practice  for 
lectures  not  to  appear  in  print  until  they  have  been 
delivered  at  all  the  difierent  places  contemplated. — 
Ed.  Acct.] 


Finance  Bill,  1907. 
(r#  iki  Editor  of  Tko  Auomniamt.) 

Sir, — Referring  to  my  letter,  which  you  published  in 
your  issue  of  the  8th  inst.,  I  have  recently  heard  that 
the  proposal  to  repeal  Section  133  of  the  Income  Tax 
Act,  1842,  has  aroused  a  good  deal  of  opposition,  and 
that  members  of  Parliament  are  receiving  many  com- 
munications upon  the  subject.  I  have  also  beard  that 
there  is  a  possibility  that  the  Chancellor  of  the 
Exchequer  will  make  some  concession  when  the  matter 
comes  up  for  discussion  in  Parliament.  Those  of  your 
readers  who  have  friends  in  the  House  of  Commons 
will  be  serving  a  good  cause  by  directing  attention  to 
the  matter. 

Stated  briefly,  the  point  is  this:— Under  the  Taxes 
Management  Act,  1880,  the  Government  reserves  to 
itself  the  power  to  make  a  supplementary  assessment 
upon  persons  who  are  found  to  have  paid  insufficient 
tax.  Section  133  of  the  Act  of  1842  gave  power  to 
persons  who  had  paid  too  much  tax  to  recover  from 
the  Commissioners.    It  is  now  proposed  to  retain  the 


former  and  to  do  away  with  the  latter— a  case  of  heads 
I  win,  tails  you  lose. 

Yours  truly, 
London,  24th  June  igo7.  CYRIL  COX. 


imprisonment  for  I>ebt. 

{To  tki  Editor  of  Tkt  AuomUamt.) 
Sir,— In  your  remarks  on  the  subject  of  imprisonment 
for  debt  you  state  that  the  threat  of  imprisonment  may 
prove  valuable  "  as  a  means  of  stirring  up  apathetic 
debtors  to  make  the  necessary  effort."  If  it  stbred 
them  up  to  earn  the  money  it  might  indeed  be  useful, 
or  if  it  induced  them  to  part  with  money  which  would 
otherwise  have  been  put  by  or  employed  in  some  much 
more  objectionable  way.  But  this  only  occurs  in  a 
very  few  cases.  The  money  necessary  to  stave  off 
imprisonment  is  usually  found  by  borrowing— often  at 
exorbitant  rates,  and  perhaps  by  pawning  clothing  or 
furniture  belonging  to  the  debtor  or  his  family— or  by 
buying  goods  on  credit  which  he  would  otherwise  have 
paid  for,  or  by  leaving  other  more  deserving  creditors 
unpaid.  The  assumption  that  the  debtor  has  money  in 
his  possession  which,  if  he  were  a  conscientious  man, 
he  would  apply  in  payment  of  this  debt,  is  hardly  ever 
correct.  By  paying  it  his  liabilities  are  not  reduced — 
they  are  usually  increased ;  and  by  staving  off  one  com- 
mittal order  he  lays  the  foundation  of  another,  which  is 
applied  for  ere  long.  The  same  debtor  frequently 
appears  before  the  County  Court  with  a  change  of 
creditors.  He  has  never  got  out  of  debt  or  even 
reduced  his  indebtedness.  There  is  a  change  of 
creditors,  and  the  loss  is  transferred  from  the  first  to  the 
last  creditor. 

The  figures  cited  by  you  are  the  imprisonments  under 
committals  by  the  County  Courts  alone.  The  total 
number  of  imprisonments  for  debt  in  England  and 
Wales  during  the  year  1905  was  not  11 427,  but  20,290. 
(It  was  the  first  time  that  20,000  was  reached.)  In 
Ireland  the  corresponding  figure  was  71 !  Comment  is 
needless.  Scotland,  like  Ireland,  is  practically  free  from 

this  evil. 

Truly  yours, 

B.  L. 


Joint  Holdln8:s  and  Deatli  Duties. 

{To  tki  Editor  of  Tki  Accountant,) 

Sir,— Your   correspondent    "  Holderness,"  in    your 

issue  of  June  15th,  mentions  a  case  in  which  a  testatrix 

transferred  shares  into  the  joint  names  of  herself  and 

her  daughter  more  than  a  year  before  her  death,  and 
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asks  whether  estate  duty  is  payable  in  respect  of  these 
shares,  and,  if  so,  whether  it  falls  upon  the  shares 
themselves  ? 

It  appears  to  me  that  estate  duty  is  payable,  and  for 
the  following  reasons:— The  Finance  Act,  1894, 
imposes  the  duty  on  all  property  passing  on  a  death, 
and  specifies  (Section  2)  that  such  property  shall 
include,  inUr  alia — 

•*  {c)  Property  which  would  be  required  on  the  death 
of  the  deceased  to  be  included  in  an  account  under 
Section  38  of  the  Customs  and  Inland  Revenue  Act, 
1881,  as  amended  by  Section  11  of  the  like  Act  of  1889. 
if  those  sections  were  herein  enacted  and  extended  to 
real  property  as  well  as  personal  property,  and  the 
words  •  voluntary  '  and  '  voluntarily  *  and  a  reference 
to  a  volunteer  were  omitted  therefrom." 

And  on  turning  to  Section  38  of  the  Act  of  1881  here 
mentioned  we  find  among  the  property  to  be  included 
in  the  account — 

*'  (b)  Any  property  which  a  person  dying  on  or  after 
the  day  named,  June  ist  1881,  having  been  absolutely 
entitled  thereto  has  (voluntarily)  caused  or  may  (volun- 
tarily) cause  to  be  transferred  to  or  vested  in  himself 
and  any  other  person  jointly,  whether  by  disposition  or 
otherwise,  so  that  the  beneficial  interest  therein  or  in 
some  part  thereof  passes  or  accrues  by  survivorship  on 
his  death  to  such  other  person." 

The  Act  of  1889  extends  this  provision  to  purchases 
of  fresh  property  as  well  as  transfers  of  existing  pro- 
perty, but  does  not  otherwise  affect  it. 

These  provisions  will  be  seen  to  meet  the  case  put, 
unless  there  are  other  circumstances  which  exclude  it, 
such  as  an  immediate  declaration  of  trust  for  the 
daughter  absolutely. 

Secondly,  the  shares  themselves  should  bear  the 
proportion  of  the  duty  attributable  to  them.  This 
follows  from  Section  9  (i)  of  the  Finance  Act,  1894, 
which  is  in  the  following  words : — 

**  A  rateable  part  of  the  estate  duty  on  an  estate,  in 
proportion  to  the  value  of  any  property,  which  does  not 
pass  to  the  executor  as  such,  shall  be  a  first  charge  on 
the  property  in  respect  of  which  duty  is  leviable ;  pro- 
vided that  the  property  shall  not  be  so  chargeable  as 
against  a  bond  fide  purchaser  thereof  for  valuable  con- 
sideration without  notice." 

The  same  section,  and  also  Section  14  of  the  Act, 
contain  provisions  enabling  the  executor  to  recover  the 
share  of  duty  from  property  which  does  not  pass  to 
him. 

Yours  faithfully, 

A.  D.  T. 


Income  Tax. 

{To  the  Editor  of  the  Accountant.) 
Sir, — ^A  limited  company  had  a  mortgage  debenture 
debt  of  ;£'i8,ooo,  being  the  total  issue  then  authorised, 
repayable  in  1908.  In  1906  they  were  anxions  to  take 
further  powers  for  a  total  of  ^^40,000  to  cope  with 
increased  trade. 

To  do  this,  in  1906  it  was  necessary  that  the  existing 
debenture-holders  should  consent  to  be  paid  ofif  before 
the  due  date  of  the  debentures,  and  they,  or  a  substitote, 
should  take  the  new  debentures  for  a  farther  term  of 
ten  years.  The  company  therefore  paid  a  commission 
or  brokerage  of  2i  per  cent,  on  the  debentures  so 
arranged. 

Relying  on  the  reply  of  the  Treasury  to  the  memorial 
addressed  to  the  Chancellor  of  the  Exchequer  on  this 
subject  in  1896  (see  Murray  &  Carter,  4th  edition, 
pp.  192-3),  I  asked  that  this  commission  should  be 
allowed  as  a  deduction  from  profits  liable  to  tax. 

The  Surveyor,  in  declining,  stated  that  this  reply  only 
related  to  trust  companies,  and  that  trust  companies 
differed  from  trading  concerns,  inasmuch  as  it  is  part  of 
the  business  of  the  former  to  vary  their  debenture  debt. 

This  contention  is  contrary  to  my  experience  of  trust 
companies,  but  I  might  mention  that  one  of  the  objects 
in  my  clients'  memorandum  is  to  borrow  money  on 
debentures. 

I  should  be  much  obliged  for  your  views,  or  the  views 
of  your  readers,  on  the  question. 

Yours  faithfully, 

215/  June  1907.  ENQUIRER. 


Repayment  of  Income-Tax. 

(To  the  Editor  of  the  Accountant,) 
Sir, — I  should  be  glad  if  you,  or  any  of  yoor  readers, 
would  tell  me  whether  income-tax  can  be  reclaimed 
under  the  following  circumstances. 

A  foreigner  sells  his  business,  which  is  carried  on 
abroad,  to  a  company  registered  in  England,  taking 
as  part  of  the  purchase-price  shares  in  the  company. 

Income-tax  is  deducted  from  the  dividends  payable 
on  his  shares  in  the  ordinary  way. 

Is  he,  being  a  foreigner,  entitled  to  repa3rment  of  the 
amount  of  tax  so  deducted  ? 

Yours  faithfully, 

INTERESTED, 
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Depreciation. 

(To  the  Editor  0/  The  Accountant.) 

Sir, — ^The  coDstant  refercDce  to  this  subject  in  your 
valued  columns  is  evidence  of  its  importance. 

Quite  naturally,  different  minds  will  see  it  from 
different  points  of  view,  but  all  agree  upon  the  necessity 
of  dealing  with  it  in  some  form  or  other. 

The  method  of  doing  this  in  the  past  (when  not 
omitted  altogether),  i,e.,  to  treat  all  items  as  having  a 
certain  period  of  useful  life,  is  again  being  strenuously 
urged  as  the  proper  way,  and  various  books  and  authors 
giving  stated  percentages  for  every  known  class  of 
machinery  and  works  are  cited  in  justification  of  such 
mode  of  procedure. 

When  carefully  considered  it  will  be  seen  that  this 
is  simply  reverting  to  the  old  rule  of  thumb,  only  varied 
somewhat  by  apportioning  different  rates  to  different 
objects,  instead  of  one  rate  to  cover  all,  as  in  the  good 
old-fashioned  style.  If  the  simple  adoption  of  rates  as 
hitherto  practised  sufficed,  the  present  controversy 
would  be  not  only  unnecessary,  but  mischievous. 

But  it  is  found  to  have  failed  most  lamentably,  owing 
mostly  to  the  introduction  in  recent  years  of  improved 
methods  of  manufacture.  Important  industrial  concerns 
throughout  the  kingdom,  having  been  rudely  awakened 
by  stress  of  competition,  find  their  plants  and  under- 
takings (the  accounts  for  which  have  been  regularly 
audited  and  certified)  to  be  inadequate  and  of  very 
different  actual  values  to  those  shown  on  published 
Balance  Sheets. 

There  is  no  finality  in  mechanical  inventions,  and 
those  who  ignore  this  proposition  are  bound  to  go  to  the 
wall. 

To  mention  only  a  few  well-known  instances:  the 
conversion  of  horse  tramways  to  steam,  and  then  from 
steam  to  electricity ;  the  partial  supersession  of  horse 
omnibuses  by  motor  buses;  and  the  change  among 
multitudes  of  large  manufacturing  concerns  from  steam 
power  to  electrical  driving,  thus  rendering  their  costly 
engines,  boilers,  gearing,  &c.,  useless — and  this  is  pro- 
ceeding with  ever  accelerated  speed  in  every  manufac- 
turing district  served  by  large  electric  power  stations. 
Yes,  indeed  !  nothmg  can  be  easier — and  perhaps  more 
to  the  heart  of  an  auditor  who  revels  in  diagrams  and 
scales — ^than  to  adopt  a  certain  permanent  rate  for 
depreciation.  But  he,  whoever  he  is,  that  fixes  such  a 
rate,  must  ignore  improvements,  obsolescence,  super- 
session, and  the  human  factor  of  maintenance! 

One  of  your  correspondents  refers  to  a  book  written 
in  1894  giving  rates  for  depreciation.     Why,  Sir,  it 


sounds  almost  patriarchal  to  mention  such  a  date  in 
connection  with  this  subject. 

Where,  in  1894,  was  suction  gas,  which  is  replacing 
our  steam  plants  by  the  hundred ;  or  the  marine  turbinei 
which  is  revolutionising  our  national  and  commercial 
navies?  What  about  the  steam  locomotives  and 
rolling-stock  of  the  Metropolitan  Railway,  and  the 
enormous  amount  of  obsolete  plant  which  our  huge 
combines  in  the  textile  and  other  trades  have  had  to 
throw  out  quite  recently,  but  which  stood  at  startling 
figures  in  their  books  ?  Two  large  manufacturing  firms 
have  just  written  off  over  ;£*  100,000  each  from  plant  not 
yet  six  years  old,  because  no  longer  of  use !  I  could  go 
on  citing  instances  of  this  kind  ad  nauseam,  if  it  were 
necessary ;  I  hope,  however,  enough  has  been  said  to 
show  the  impossibility  of  anyone,  expert  or  otherwise, 
fixing  rates  for  depreciation  which  shall  cover  a 
lengthened  term  of  years.  If  such  permanent  rates  be 
adopted  it  can  only  result  in  disappointment. 

Either  too  little  provision  will  be  made  and  a  rude 
awakening  follow  in  course  of  time,  or  too  much  will  be 
written  off  and  the  concern  starved,  and  shareholders 
or  owners  be  deprived  of  then:  legitimate  profits. 

When  England  was  "  the  workshop  of  the  world  "  it 
did  not  matter  so  much  whether  plant  and  machinery 
were  up  to  date  or  otherwise ;  but  how  different  it  is 
now !  Go  into  any  of  the  large  steel,  iron,  or  engin- 
eering and  machine-making  works,  and  you  will  find 
new  American  machines  and  devices  replacing  the  old 
English  types— the  older  ones,  upon  which  we  formerly 
set  such  store,  having  been  relegated  to  the  scrap  heap. 

We  simply  must  move  with  the  times  if  we  are  to 
hold  our  own,  and  there  is  only  one  way  by  which  this 
can  be  done,  viz.,  by  discarding  antiquated  plants  and 
adopting  newest  types  and  methods.  Provision  for 
this  ought  and  should  be  made  by  depreciating  old 
appliances  in  such  a  manner  as  will  reduce  them  to  a 
reasonably  low  figure,  so  that  the  inevitable  loss  by 
replacement  shall  not  prove  too  serious  a  shock  to  the 
finances  of  any  current  going  concern. 

There  are,  without  doubt,  an  immense  number  of 
concerns  now  working  under  great  disadvantage  by 
reason  of  inadequate  provision  made  in  the  past,  and 
who  now  cannot  bear  the  strain  of  thorough  reorganisa- 
tion to  meet  current  competition  successfully.  Upon 
whom  does  the  responsibility  for  this  state  of  things 
rest? 

It  is  well  known  that,  during  the  present  boom  in  the 
cotton  trade,  scores  of  huge  new  mills  have  been  and 
are  still  being  erected,  and  equipped  with  every  kno^ 
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iroprovement  and  labour-saviog  device.  When  the 
trade  reverts  to  its  normal  condition  it  is  reasonable  to 
suppose  that  the  old  mills,  representing  many  millions 
sterling  in  their  latest  Balance  Sheets,  will  find  it  most 
difficult,  if  not  impossible,  to  compete  with  the  new 
order  of  things.  The  argument  applies  with  equal  force 
to  other  trades  which  will  occur  to  your  readers.  I 
repeat  my  opinion,  that  the  only  safe  method  of  arriving 
.at  the  actual  value  is  by  a  periodical  inspection  by  an 
independent  expert,  and  this  is  borne  out  by  the 
increasing  number  of  important  firms  who  have 
adopted  it. 

'*  The  old  order  changeth  *' ;  and  this  fact  can  appea  ^ 
to  none  with  greater  force  than  to  the   professiona 
accountant,  who    is    practically    the    keeper   of   the 
nation's  purse,  so  far  as  it  relates  to  industrial  concerns 

I  am,  faithfully  yours, 

HY.   SHERLEY-PRICE. 
London^  25^/1  June  1907. 


nottftidbam  abattete&  Bccountants 
Stubentd'  Soctets* 


The  fiftih  annual  general  meeting  of  the  Society  was  held 
at  Croshaw's  Cafe,  Angel  Row,  Nottingham,  on  Monday, 
17th  Juane  1907,  at  6.45  p.m.  Mr.  T.  G.  Mdlors,  F.C.A. 
(President  of  the  Society),  occupied  the  chair. 

The  following  are  the 

REPORT  AND  ACCOUNTS. 

The  Committee  have  much  pleasure  in  presenting  to  the 
meml)ers  their  fifth  annual  report. 
Membership, 

At  the  commenoement  of  the  year  the  membership  of  the 
Society  c<msisted  of  26  honorary  and  50  ordinary  members. 
During  the  year  five  members  have  resigned,  and  seven 
new  members  have  been  admitted  ;  two  ordinary  members 
have  become  honorary.  Accordingly  the  Society  now 
consists  of  28  honorary  and  50  ordinary. 

The  Committee  deeply  regret  the  deaths  of  Messrs.  L.  P. 
Calvert  and  C.  J.  Suffolk,  which  have  taken  place  during 
the  year. 

It  may  be  added  that,  as  far  as  students  alone  are  con- 
cerned, the  membership  of  the  Society  may  be  said  to 
have  almost  reached  its  maximum,  since  the  tuition 
scheme  arrangements  now  compulsorily  include  all  new 
students,  and  the  majority  of  those  articled  before  those 
rules  came  into  force  have  passed  their  final  examination. 
Meetings. 

The  following  meetings    have    been    held   during  the 


1906. 

June  15. — Fourth  Annual  General  Meeting.  Chairman, 
Mr.  W.  Gath,  F.C.A.    Attendance.  21. 

Oct.  II. — Fiftfi  AniMial  Dinner  and  preaentation  of  prizes 
to  Messrs.  A.  B.  Ward  and  H.  G.  Howitt  in 
connectioa  with  tuition  scheme  classes.  Chair- 
man, Mr.  T.  G.  Mellors,  F.C.A.  (President  of 
the  Society).    Attendance,  26. 

Nov.  8. — Inter-debate  with  London  Society  at  Notting- 
ham. Subject,  "That  it  is  both  desirable  and 
necessary  for  the  existing  income-tax  procedure 
to  be  amended  as  follows :  — 

(a)  The  application  of  three  years'  averages 
system  to  all  classes  of  income. 

(b)  The  allowance  for  depreciation  to  be  a  com- 
pulsory instead  of  a  discretionary  deduc- 
tion, and  to  be  calculated  at  uniform  rates 
upon  original  values. 

(c)  The  certification  by  qualified  accouikants 
of  all  returns  exceeding  ;f  500." 

Affirmative,  Nottingham. 
Negative,  London. 
The  voting  was  as  follows :  — 

(a)  Negative,  10—6. 

(b)  Affirmative,  14 — 5. 

(c)  Negative,  12--8. 

Chairman,  Mr.  £.  Huntsman.    Attendance,  17. 
„     16. — Lecture:    "Percentage   Statements   of   Cost  as 
applied  to  Various  Businesses."    By  Mr.  W.  H. 
Fox,  F.C.A.     Chairman,  Mr.   T.  G.   Mellors, 
F.C.A.    Attendance,  32. 
]>ec.  12.— Inter-debate  with  Sheffield  Society  at  Sheffield. 
Subject  as  before,     llie  Nottingham  Society 
this  tome  took  the  negative,  and  were  repre- 
sented  by    Messrs.    E.    H.    Palmer,    A.C.A., 
D.  S.  Cowley,  A.C.A.,  E.  J.  Sutton,  and  J.  L. 
Milligan.    The  voting  was  as  follows :  — 
(o)  Affirmative,  10 — 9. 

(b)  Affirmative,  12 — 7. 

(c)  Negative,  11— 10. 
1907. 

Jan.     7. — Lecture:  "Depreciation,  with  special  reference 
to  the  Accounts  of   Local  Authorities.''     By 
Professor  L.    R.   Dicksee,    F.C.A.    Chairman, 
Mr.  S.  P.  Derbyshire,  F.C.A.    Attendance,  28. 
Feb.  12. — ^Ten^minnite  Papers: — 

"The  Preparation  of  Company  Accounts  for 
Income-tax  Purposes.'*  Mr.  P.  S.  Cowley, 
A.C.A. 

"The  Abuses  of  Limited  Liability."  Mr. 
F.  B.  Sharp,  A.C.A. 

"The  Metric  System."    Mr.  J.  L.  Milligan. 

Chairman,  Mr.  W.  R.  Hamilton,  F.C.A. 
Atteckdanoe,  8. 
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Mar.  8.— LectuTO:  "Practical  Hints  on  Vouching."  By 
Mr.  H.  Lanham,  A.C.A.  Chainnan,  Mr.  A. 
Durose,  F.C.A.    Attendance,  31. 

It  will  be  noticed  that  the  average  attendance  at  lectures 
tbus  works  out  at  30,  nearly  all  of  whom  were  students. 
This  average,  however,  does  not  include  debates,  at  which 
the  attendances  were  not  so  good,  and  it  is  sincerely  hoped 
that  more  interest  will  in  future  be  taken  in  thds  class  of 
meeting. 

During  the  year  four  Committee  meetings  have  been 
held,  at  wliich  the  average  atteivdance  has  been  five. 

Examinations. 
The  following  members  of  the  Society  have  passed  the 
Examinations  of  the  Institute  during  the  year:  — 

Intermediate  : — 

May  1906— C.  J.  Suffolk,  E.  J.  Sutton. 
November  1906 — C.  C.  Richards. 

Final:— 

May  1906— F.  B.  Sharp,  G.  F.  Lings,  L.  A.  Reddell. 
November  1906 — S.  A.  Wallis. 

Tuition  Scheme, 

The  Tuiiition  Scheme  has  been  supervised  as  heretofore  by 
the  senior  Society,  who  have  lately  appointed  a  special 
Sub-Committee  to  deal  with  the  matter  for  the  future.  The 
number  of  lectures  given  during  the  two  sessions  has  been 
33,  and  out  of  24  students  who  have  been  under  articles 
for  the  whole  period  the  average  attendance  at  each  class 
has  been  18. 

It  is  fek  that  these  classes  are  doing  excellent  work,  and 
the  best  thanks  of  studeots  are  due  to  the  two  lecturers, 
Messrs.  C.  J.  Pain  and  E.  Huntsman,  for  their  services, 
and  also  to  the  senior  Society  for  its  supervision. 


Union  of  Chartered  Accountant  Student  Societies. 

The  attention  of  the  Working  Union  during  the  year  has 
been  principally  directed  towards  an  endeavour  to  obtain 
from  the  Institute  grants  towards  the  funds  of  the  various 
Student  Societies.  Members  will  probably  have  noticed 
thait  at  the  Annual  Meeting  of  the  Institute  held  last  month 
Mr.  A.  F.  Dodd,  F.C.A.  (Chairman  of  the  Working  Union) 
proposed  that  the  surplus  of  the  fees  of  the  examinations 
over  the  expenses  of  same  should  be  used  for  this  purpose. 
The  Council  of  the  Institute  expressed  themselves  as 
anxious  to  help  the  Students*  Societies  in  this  or  in  any 
other  way,  provided  that  the  students  would  help  them- 
selves as  lar  as  lay  in  their  own  power.  This  principally 
refers  as  to  attendances  at  meetings  and  the  use  of  the 
Library,  and  it  is  therefore  hoped  that  students  will  do  all 
they  can  to  further  these  ends. 

Library. 

During  the  year  a  grant  has  been  obtained  from  the 
senior  Society  out  of  the  funds  of  the  Tuition  Scheme,  and 
expended  in  the  purchase  of  new  books.  This  has  greatly 
helped  to  put  the  Libraiy  on  a  better  footing,  and  it  is 
hoped  that  the  grant  may  become  a  regular  one,  and  will 
shortly  enable  the  requirements  of  members  to  be  more 
fully  met. 

Offieers, 

In  accordance  with  the  rules  of  the  Society  the  whole  of 
its  officers  retire  and  are  eligible  for  re-election,  with  the 
exception  of  Messrs.  C.  J.  Pain,  A.C.A.,  S.  Danby, 
A.C.A.,  and  F.  G.  Graham,  who  are  not  eligible  for 
re-election  to  the  Committee. 

On  behalf  of  the  Committee, 

C.  J.  Pain,  Chairman, 

H.  G.  HowiTT,  Hon.  Secretary. 


Dr. 


Income  and  Expenditure  Account  for  the  year  ended  March  31st  1907. 


Cr. 


£  s  d 

To  Printing  and  Stationery 303 

»   Sundry  Expenses 140 

,   Postages       o  II  10 

»   Loss  on  Dinner 3    3    9 

,    Working  Union  Levy 1180 

»    Prires  to  Students,  less  Donations x    o   o 

»  Travelling  Expenses  of  Lecturers 3  18    o 

,   Expenses  of  Members  to  Debate  at  Sheffield  x  xa    x 

9   AssisUnt  Librarian         x    i    o 

,   Balance  of  Library  written  off 2  13    3 

£19    8    a 


By  Subscriptions— 

27  Honorary,  and  48  Ordinary,  less  amount  written  ofi 
V   Balance,  being  excess  of  Expenditure  over  Income 


£    «    d 


X7  17 
X  xo 


£19    8    a 
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Balance  Sheet,  March  31st  1907. 


LiabilUiss, 

£    &   d      £    s 

Sundry  Creditors         i  15 

Grant  from  Nottingham  Society  of  Chartered 

Accountants 10  10   o 

Deduct  Amount  Expended  on  Library  during 

year  9^3 

I    3 

Income  and  Expenditure  Accounts- 
Balance  as  per  last  Account        90  19  10 

D§duci  Balance  as  per  Income  and  Expendi- 
ture Account      X  10    8 


19    9    a 
£72    7  II 


A$i9tS, 

£    s    d        £    s    •! 

Library,  as  per  last  Account         2  13    3 

Less  Amount  written  oft 2133 

Cash  at  Bankers        14    7  11 

Subscriptions  outstanding 800 


£«    7  " 


A.  J.  Hayward,  Hon.  Treasurer. 

We  have  examined  the  foregoing  Accounts  with  the  Books  and  Vonchers  of  the  Nottingham  Chartered  Accountants  Students'  Society, 

and  certify  the  same  to  be  in  accordance  therewith. 

(Signed)    Arthur  F.  Heynks  »   „^  A^^it.^ 
Dated  this  4th  day  of  June  1907.  J.  L.  Milligan  \  ^^-  ^"wo"- 


The  adoption  of  the  report  and  accounts  was  moved  by  I  man  on  this  occasion*  and  for  his  hospitality ;  and  also  for 
the  Chairman,  and  seconded  by  Mr.  C.  J.  Pain,  A.C.A.   I  having  so  ably  filled  the  office  of  Presideot  of  the  Society 


(ChiaitmAn  of  Committee). 

The  officers  and  Committee  elected  for  the  ensuing  year 
-were  as  follow: — 

President,— l/ix.  A.  Durose,  F.C.A. 

Vice-Presidents.— Uessrs,  T.  G.  Mellors,  F.C.A.,  Wm.  R. 
Hamdlton,  F.C.A.,  W.  Gath,  F.C.A.,  and  J.  N.  Derbyshire, 
F.C.A. 

Committee, — ^Messrs.  D.  S.  Cowley,  A.C.A.  (Hon. 
Treasurer),  R.  G.  Cairns  (Hon.  Librarian),  H.  G. 
Howitt  (Hon.  Secretary),  A.  J.  Hayward.  A.C.A.,  F.  B. 
Sharp,  A.C.A.,*C.  F.  N.  Gibbons,  W.  J.  P.  Bennett,  A.  B. 
Ward,  E.  J.  Sutton,  J.  L.  Milligan. 

Hon,  Auditors, — Messrs.  A.  F.  Heynes,  and  J.  Finn. 

Representative  of  the  Society  on  the  Working  Union, — ^Mr. 
£.  H.  Palmer,  A.C.A. 

A  hearty  vote  of  thanks  was  passed  to  Mr.  Pain  on  his 
retiiemeat  from  the  Committee  for  all  his  services  in  the 
past  in  the  inauguradon  and  carrying  on  of  the  Society. 

The  following  votes  of  thanks  were  also  heartily 
passed:  — 

To  Messrs.  Mellors,  Basden  &  Mellors  for  the  use  of  their 
board  room  dnixing  the  past  year  for  meetings  of  the 
Society. 

To  Mr.  T.  G.  Mellors  himself  for  having  acted  as  Chair- 


i  during  the  whole  of  the  past  year. 


Sftmfndbam  an&  AlMan&  Socfets  of 
Cbattete&  Hccountantd. 


Twenty -Fifth  Annual  Meeting. 


The  twenty-fifth  annual  general  meeting  of  the  above 
Society  was  held  at  the  Branch  Library  of  the  Institute, 
8  Newhall  Street,  Birmingham,  on  the  31st  May  1907. 

There  were  present  Mr.  Howard  Heaton  (President)  in 
the  chair),  Messrs.  W.  E.  Alldritt,  W.  Charlton,  O.  H. 
Caldicott,  J.  W.  G.  Hill,  R.  L.  Impey,  H.  T.  Ledsam, 
H.  A.  Pepper,  A.  T.  Powell,  H.  S.  Smith,  and  A.  J. 
West  (Secretary). 

Apologies  for  absence  were  received  from  Sir  Walter  N. 
Fiaher,  Messrs.  A.  H.  Gibson,  G.  C.  T.  Parsons,  E.  M. 
Carter,  Allen  Edwards,  J.  E.  Rubery,  Arthur  Short,  and 
Chas.  C.  Smith. 

The  minutes  of  the  annual  meeting  held  14th  June  1906 
were  read,  confirmed,  and  signed. 

The  following  annual  report  of  the  Council,  and  the 
statement  of  accounts,  were  then  read :  — 

The  CouncU  has  to  report  that  the  memberrfiip  of  the 
Society  on  the  31st  March  1907  was  iii,  as  against  115 
on  31st  March  1906. 

The  following  table  will  show  the  attendances  at  the 
Library  and  the  issue  of  books  during  the  year : 
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Month 

No.  of 
Attendances 

No.  of  Issues 
of  Books 

1906 

*4':;    ::    ::    ::    :: 

June ..  •     .. 

July 

August         

September 

October       ..        ...     .. 

November 

December    ....     ....     .... 

1907 

January        

February 

March          

156 
139 
III 
224 

366 
208 

224 
326 

19 
22 
15 
22 
21 
22 
22 
28 
21 

:i 

22 

Totals       

2,958 

243 

Preceding  year  .. 

a.75a 

264 

The  library  has  been  used  during  the  year  for  the 
following  meetings,  in  addition  to  the  meetings  of  the 
Council:  — 

Thirteen  meetings  for  lectures,  &c.,  of  the  Birmingham 
Chartered  Accountant  Students'  Society. 

Seven  meetings  of  the  Committee  of  the  Students' 
S(H:iety. 

Annual  meeting  of  the  Students'  Society. 

There  have  been  added  to  the  Library  during  the  past 
year  sixteen  new  books,  a  large  number  of  tradinig  and 
other  reports  and  accounts,  prospectuses,  Parliamentary 
and  other  repoa:ts,  statutes,  lectures,  papers,  &c. 

Amongst  the  new  books  are  the  following :  — 

"  Chartered  Accountants'  Charges,"  Pixley,  3rd  Edition. 

"  Encyclopaedia  of  Accounting,"  "  Forms  "  Vol.  VII. 

"Reports  of  Tax  Cases,"  Vols.  I.-IV. 

"Stock  Exchiange  Official  Intelligence,"   1907. 

"The  Accountants'  Ubrary,"  Vols.  XLIV.-XLVI. 

Mr.  G.  C.  T.  Parsons  has  been  elected  a  member  of  the 
Council  to  fill  the  vacancy  caused  by  the  death  of  Mr. 
E.  M.  Sharp. 

Mr.  Allen  Edwards,  who  has  been  a  member  of  the 
Council  and  Hon.  Librarian  for  over  twenty  years,  has 
resigned  his  position.  The  Council  desdre  to  record  their 
high  appreciation  of  the  invaluable  services  rendered  by 
Mr.  Edwards  during  his  long  period  of  office.  Mr. 
J.  W.  G.  Hill,  of  the  firm  of  Messrs.  Abbott,  Deeley,  Hill 
&  Co.,  has  been  appointed  to  fill  the  vacancy. 

The  Council  acknowledge  the  receipt  of  a  portrait  of  the 
late  Mr.  C.  A.  Harrison,  a  Past-President  of  the  Council 
of  this  Society,  which  has  been  presented  by  Messrs. 
Harrison,  West,  Ledsam  &  Co. 

Institute  Examination — Loial  Successes. 
At  the  Preliminary  Examination  of  the  Institute  held 
in  Jime  1906  Mr.  H.  T.  Marsh  was  6th  in  order  of  meiTV^ 


and  Mr.  R.  H.  Wynn  loth  in  order  of  merit,  and  at  the 
Preliminary  Examination  held  in  December  1906  Mr.  H.  F. 
Hawley  was  ist  in  order  of  merit  and  obtained  the  Insti- 
tute prize,  and  Mr.  F.  P.  Turville  was  6th  in  order  of 
merit. 

At  the  Intecmediate  Examination  held  in  May  1906  Mr. 
B.  H.  Brigham  was  2nd  in  order  of  merit,  obtaining  the 
Robert  Fletcher  prize,  and  at  the  Intermediate  Examina- 
tion held  in  November  1906  Mr.  R.  H.  Johnston  was  7th 
in  order  of  merit. 

At  the  Final  Examination .  held  in  May  1906  Mr.  C. 
Judson  was  loth  in  order  of  merit,  and  at  the  Final 
ExamdnaUon  held  in  November  1906  Mr.  F.  W.  Carder 
was  i9t  in  order  of  merit  and  gained  the  Institute  prize, 
and  Mr.  C.  F.  Bristol  was  second  in  order  of  merit. 

The  classes  for  the  tuition  of  articled  clerks  have  com- 
prised four  courses  of  twenty  lectures  each — one  course 
for  the  Intermediate  and  one  for  the  Final  in  law,  and 
one  course  for  the  Intermediate  and  one  for  the  Final  in 
accounting.  Dr.  D.  F.  de '  PHoste  Ranking  was  re- 
appointed lecturer  to  the  law  classes,  Mr.  W.  H.  Ix»vatt, 
A.C.A.,  of  Birmingham,  lecturer  for  the  Intermediate 
Examinations  in  accounting,  and  Mr.  S.  S.  Dawson, 
F.C.A.,  of  Liverpool,  lecturer  for  the  Final  Examinations 
in  accoimting. 

The  Council  have  arranged  for  the  classes  to  be  con- 
tinued under  the  supervision  of  the  same  lecturers,  and  it 
is  hoped  that  more  general  support  will  be  accorded  in 
fvuture  both  by  principals  and  articled  clerks,  as  the  classes 
are  now  carried  on  at  considerable  expense  to  the  Society. 

The  attention  of  the  Council  has  been  directed  to  the 
desirability  of  obtaining  an  increase  in  the  number  of  sub- 
scriptions to  the  Chartered  Accountants'  Benevolent 
Association.  The  Report  and  Accounts  presented  to  the 
Annual  General  Meeting  indicate  the  pressing  necessity  for 
an  increased  income>,  and  the  Council  earnestly  appeal  to 
members  of  this  Society  to  afiford  the  Association  further 
support. 

The  accounts  of  the  Society,  which  have  been  duly 
audited,  show  a  balance  of  income  over  expenditure,  but 
this  is  subject  to  any  deficiency  arising  in  connection 
with  the  students'  tuition  classes.  It  should  also  be  stated 
that  the  receipts  from  rents  for  occupation  of  the  Library 
for  the  purpose  of  lectures  will  be  considerably  reduced 
as  from  Lady  Day  last. 

The  following  members  of  the  Council  retire,  but  are 
eligible  for  re-election :— Sir  Walter  N.  Fisher,  Mr.  A.  T. 
Powell,  Mr.  Howard  S.  Smith,  Mr.  A.  J.  West. 
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Revenue  Account  from  ist  April  1906  to  31st  March  1907. 


Cr, 


To  Expenses  of  Library,  \iz.  :— 

Rent,  Rates,  Electric  Light,  Coal,  and  In- 
surance, less  Rents  received 

Curator's  Salary  

New  Books         

Periodicals  and  Bookbinding 

Painting 

Cleaning 

Postages 

Re[>airs 

Incidentals  (including  Advertising) 
Depreciation 


Bank  Charges        

General  Stationery  and  Printing 
Grant  to  Tuition  Scheme 


£    s    d      £    s    d 


42  5 
82  4 
9  4 
7  I 
9  18 
31  2 
4  16 
I      2 

17  14 


201 


Balance,  being  excess  of  Income  over  Expenditure 


8 
7 
14  14 

25     o 


242 
41 


By  Subscriptions,  viz.  :— 

Arrears  from  previous  year . , 
1X2  Members  at  £i  is.  each 


£283  13    o 


£    s    d      £     s    d 


1     X 
XX7  12 


Annual  Contribution  from  Institute  of  Chartered 
Accountants • 

Annual  Contribution  from  Birmingham  Chartered 
Accountant  Studente' Society       65 


1x8  13    0 

zoo    o    o 

o    o 


£283  13    o 


Balance  Sheet,  31st  March  1907. 


Liabilities. 

£    >    d 

Amount  due  to  Sundry  Creditors  • 

Subscriptions  paid  in  advance        

Revenue  Account,  viz.  :— 

Balance,  31st  March  1906 172    o    5 

Add  Excess  of  Income  over  Expenditure  for 
the  year  ended  31st  March  1907  . .        413 


£    s 
43  XI 

2     2 


213    4    3 


No/e.— Subject  to  Contingent  Liability  for  any  deficiency 
in  connection  with  the  Students'  Tuition  Classes. 


£258  17    4 


Asuts. 

£    s 

Amount  due  for  Rent  of  Library 20    o 

Institute  of  Chartered  Accountants,  One  Quarter's  Contri- 
bution          25    o 

Birmingham  Chartered  Accountant  Students*  Society,  Half- 
year's  Contribution  32  10 

Cash  in  hands  of  Librarian o  10 

National  Provincial  Bank  of  England 2x  x  i 

Library  Furniture  and  Fittings,  31st  March  1906  £177    o    o 

Less  10%  Depreciation 17  14    o 

159    6 

(The  Books  in  the  Library  are  not  valued  herein) 


A.  T.  Powell,  Treasurer. 


£258  17    4 


We  have  examined  the  above  Balance  Sheet  with  the  Books  and  Vouchers  of  the  Society,  in  our  opinion  it  is  properly  drawn  up  «o  a 
exhibit  a  true  and  correct  view  of  the  state  of  the  Society's  affairs,  as  shown  by  the  Books  of  the  Soaety,  and  we  hereby  certify  that  all 
requirements  as  Auditors  have  been  complied  with. 


as  to 
our 


23rd  May  lyyy. 


Thos.  E.  Kimberley   )    „       AudUon 

Arthur  Short  /  Hon.  Auauon. 

"    Chartered  AccoutUanis. 


It  was  moved  by  the  President,  seconded  by  Mr.  R.  L. 
Impey,  and  resolved,  that  the  report  and  statement  of 
accounts  be  received  and  approved. 

Scrutineers'  Report  to  the  Council  Birmingham  and  Midland 
Society  of  Chartered  Accountants. 

We  beg  to  report  that  the  following  are  duly  elected  to 
serve  on  the  Council  for  the  ensuing  year :  — 

Sir  Walter  N.  Fisher.  Mr.  A.  T.  Powell,  Mr.  Howard  S. 
Smith,  Mr.  A.  J.  West. 

(Signed)    Thos.  E.  Kimberley 
(Signed)    Arthur  Short 

May  27/A  1907. 


Scrutineers. 


The  Scrutineers'  Report  having  been  read,  it  was  moved 
by   the  President,   seconded    by    Mr.    H.    S.   Smith,   and 


resolved,  that  the  report  of  the  scrutineers  be  received  and 
entered  on  the  minutes,  and  that  the  best  thanks  of  this 
meeting  be  presented  to  them  for  their  services  as  auditors 
aod  scruitiae^s. 

It  was  moved  by  the  President,  seconded  by  Mr.  O.  H. 
Caldicott,  and  resolved,  that  Mr.  T.  E.  Kimberley  and 
Mr.  Arthur  Shoirt  be  appointed  auditors  and  scrutineers 
for  the  ensuing  year. 

It  was  moved  by  Mr.  H.  T.  Ledsam,  seconded  by  Mr. 
H.  A.  Pepper,  and  resolved,  that  the  best  thanks  of  the 
Society  be  presented  to  the  President,  Council,  and  officers 
for  their  services  during  the  past  year. 

It  was  moved  by  Mr.  W.  E.  AUdritt,  and  passed 
unanimously,  that  the  best  thanks  of  the  meeting  be  given 
to  the  President  for  his  conduct  in  the  chair. 
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The  followixig  officers  were  appointed  at  a  meeting  ol 
Council  held  on  3x8!  May  1907 :  — 

President:  Mr.  A.  T.  Powell. 

Vice-Piesideat :  Mr.  A.  J.  West. 

Hon.  Secretary :  Mr.  A.  J.  West. 

Hon.  libraxian :  Mr.  Walter  Charlton. 

Hon.  Treasurer :  Mr.  Howard  Heaton. 


personal. 


Mr.  W.  J.  Caldbr,  Chartered  Accountant,  announces 
that  he  has  removed  from  30  Brewer  Street,  Regent  Street, 
to  Piccadilly  House,  40  Sackville  Street,  London,  W. 

Mr.  C.  F.  Caps,  F.C.A.,  announces  that  in  future  his 
business  will  be  carried  on  under  the  name  and  style  of 
Charles  F.  Cape  St  Co.,  at  No.  12  Coleman  Street,  E.C., 
instead  of  at  58  Moorgate  Street. 

Mr.  George  Gradon,  F.S.A.A.,  announces  that  the 
partnership  business  carried  on  at  19  &  20  Union  Bank 
Buildings,  Holborn  Circus,  by  Mr.  Wilson  Wright  and 
himself  under  the  style  of  Wright,  Gradon  &  Co.,  has 
been  dissolved  by  effluxion  of  time.  Mr.  Gradon  has 
opened  offices  at  Eldon  Buildings,  Eldon  Street,  London, 
E.C.,  under  the  style  of  George  Gradon  &  Co.  Mr. 
Wright  will  continue  to  practise  at  19  &  20  Union  Bank 
Buildings,  Holborn  Circus,  E.C.,  under  the  style  of  Wilson, 
Wright  &  Co. 

Messrs.  Hadfield,  Riddell  &  Co.,  Chartered  Accoun- 
tants, have  removed  from  George  Street  to  18  York  Street, 
Sheffield. 

Messrs.  Kevans  &  Son,  Chartered  Accountants,  have 
removed  from  22  Dame  Street,  to  the  Caledonian  Insurance 
Company's  Buildings.  31  Dame  Street,  Dublin. 

Mr.  Richard  A.  Witty,  A.S.A.A.,  has  removed  from 
17/18  Basinghall  Street,  to  6  Dowgate  Hill,  Cannon  Street, 
E.C. 


failntCB  an&  mils  ot  Sale  in  £nd[an& 
an&  TRIlale0« 


According  to  Kimp*t  MsreanHU  GautU,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
daring  the  week  ending  Friday,  June  21st,  was  165,  vis. :— 
New  Bankruptcy  Proceedings  published  in  the  London  GauiU, 
92 ;  Deeds  of  Arrangement  registered,  73.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were : 
Bankruptcies,  88;  Deeds  of  Arrangement,  9o<-total,  178; 


being  a  decrease  of  13.  The  total  number  of  commercial 
failures  recorded  daring  the  25  weeks  of  the  present  year  is 
3,858;  the  total  number  recorded  in  the  corresponding  25 
weeks  of  last  year  was  4,170,  showing  a  decrease  of  312. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
June  2ist,  was  149.  The  number  in  the  correspondhig  week 
of  last  year  was  137,  showing  an  increase  of  12.  The  total 
number  filed  daring  the  25  weeks  of  the  present  year  is  3,740 ; 
the  total  number  filed  in  the  corresponding  25  weeks  of 
last  year  was  3,739,  showing  an  increase  of  z. 


Debentures. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  daring  the  week  ending 
Friday,  June  21SC,  amounted  to  ;f4,378,255,  by  way  of 
addition  to  ;(i,  132,482,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ;(i,246,i27,  showing  an  increase  of 
;^3,i32,i28.  The  total  amount  registered  daring  the  25 
weeks  of  the  present  year  is  ;f  52,437,921  (in  addition  to  the 
issues  in  previous  years  by  the  same  companies),  as 
compared  with  ;f  40,82 1,816  for  the  corresponding  25  weeks 
in  Z906,  showing  an  increase  of  ;(i  1,616, 105. 


The  Profession  In  Scotland. 


Olasgow  Cbartete&  Hccouittaitts 
Stu&ents'  Societs* 


The  Accountant  as  an  Expert  Witness. 


By  Alex.  Moorb,  Junr.,  C.A. 


A  MEETING  of  the  members  of  this  Society  was  held  in 
the  Institute,  218  St.  Vincent  Street,  on  Thursdayi  24th 
January  1907,  Mr.  Peter  Rintoul,  C.A.,  one  of  the  Hon. 
Vice-Presidents  in  tlie  chair.  There  was  a  large  attendance 
of  members.  Mr.  Alex.  Moore,  Junr.,  C.A.,  delivered 
the  following  lecture  on  **  The  Accountant  as  an  Expert 
Witness." 


An  expert  witness  has  been  defined  as  one  who,  by  virtue 
of  special  acquired  knowledge  or  experience  on  a  subject 
presumably  not  within  the  knowledge  of  men  generally 
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may  testify  in  a  Court  of  Justice  to  matters  of  opinion 
thereon,  as  distinguished  from  ordinary  witnesses,  who 
can  testify  only  to  facts.  To  the  accountant  as  an  expert 
witness  a  somewhat  fuller  definition  is  applicable,  the 
value  of  his  knowledge  or  experience  being  available  not 
only  to  testify  to  matters  of  opinion,  but  to  assist  the  Court 
to  a  proper  understanding  of  the  facts  when  these  are 
embodied  in  fibres  and  accounts.  The  importance  of 
this  branch  of  the  accountant  profession  has  long  been 
recognised,  and  we  have  this  illustrated  in  one  of  the 
earliest  records  of  the  profession  in  our  own  city.  In  1824 
a  young  accountant,  who  was  some  thirty  years  later 
deetined  to  be  the  first  President  of  our  Institute,  com- 
menced business  in  Glasgow,  and  issued  a  circular  detail- 
ing the  various  classes  of  work  which  he  was  prepared  to 
undertake.  These  included  "  the  making  up  of  Statements, 
"Reports,  and  Memorials  on  Account  Books,  on  disputed 
"Accounts,  and  Claims  for  the  purpose  of  laying  before 
"Arbiters,  Courts,  or  Coimsel." 

As  you  are  aware,  our  Institute  was  incorporated  by 
Royal  Charter  in  the  year  1855.  The  petition  of  the 
forty-nine  members  of  the  "Institute  of  Accountants  of 
Glasgow,"  and  other  accountants  in  Glasgow,  in  response 
to  which  the  Royal  Warrant  was  granted,  after  calling 
attention  to  the  fact  "  that  the  profession  of  an  accountant 
"has  long  existed  in  Scotland  as  a  distinct  profession  of 
"great  respectability,"  "that  the  profession  in  Glasgow 
"embraces  a  numerous  as  well  as  highly  respectable  body 
"of  persons,"  and  "that  the  business  of  an  accountant 
"requires  for  the  proper  prosecution  of  it  considerable  and 
"varied  attainments,"  proceeds  to  refer  in  detail  to  the 
nature  of  the  various  branches  of  the  business  undertaken 
by  the  members  of  the  profession.  Amongst  these  it  is 
noted  "that  accountants  are  frequently  employed  by  Courts 
"of  Law,  both  the  S'heriff  Courts  and  the  Courts  of 
"Session,  which  is  the  supreme  Civil  Tribunal  in  Scot- 
"  land,  to  aid  those  Courts  in  their  investigation  of  matters 
"  of  accounting,  which  involve,  to  a  greater  or  less  extent, 
"points  of  law  of  more  or  less  difficulty."  In  somewhat 
similar  terms  the  petition  of  the  Society  of  Accountants  in 
Edinburgh  a  few  mo(nths  before  had  stated  "that  in  the 
"extrication  of  those  numerous  suits  before  the  Court  of 
"  Session,  which  involve  directly  and  indirectly  matters  of 
"  accounting,  an  accountant  is  almost  invariably  employed 
"by  the  Court  to  aid  in  eliciting  the  truth." 

lliis  employment  indicated  in  those  petitions  may  be 
exercised  directly  by  instruction  of  the  Court  in  the  form 
of  a  remit  to  the  accountant,  under  which  he  is  called  up  m 
to  report  on  a  given  matter,  with  a  view  to  assisting  the 
Court  in  arriving  at  a  judgment  un  points  more  easily 
comprehended  by  a  mind  trained  and  accustomed  to  deal 
with  questions  affecting  figures  than  the  more  judicially 


trained  mind  on  the  Bench.  On  the  other  hand,  the 
emiployment  may  come  from  either  or  both  of  the  parties 
interested  in  a  disputed  matter,  in  order  that  their  views 
of  tlie  question  in  so  far  as  regards  its  accounting  aspect 
may  be  put  before  the  Court  in  the  clearest  possible 
manner. 

You  will  observe  that  in  the  Edinburgh  petition  the  only 
Court  of  Law  mentioned  is  the  Court  of  Session,  whilst 
Glasgow  also  refers  to  the  SherifE  Courts.  There  are,  how- 
ever, other  tribunals  which  call  for  the  assistance  of  the 
professional  accountant,  perhaps  even  to  a  greater  extent 
— in  Glasgow,  at  any  rate— than  either  the  Court  of  Session 
or  the  SherifE  Courts.  A  large  proportion  of  the  disputes 
arising  in  connection  with  commercial  afiairs  are  sub- 
mitted for  settlement  to  Courts  of  Arbitration,  and  these 
submissions  are  augmented  by  the  operation  of  the  Lands 
Clauses  and  the  Railway  Clauses  Acts. 

By  these  Acts  there  was  created  a  uniform  system  for 
dealing  with  the  requirements  arising  from  the  develop- 
ment of  the  country  through  railways  and  other  public 
works,  which  necessitated  the  acquirement  of  lands  and 
individual  interests  and  properties  by  compulsory  powers. 
To  secure  an  equitable  compensation  to  parties  affected 
by  the  exercise  of  these  compulsory  powers,  special  pro- 
visions were  made  for  having  the  matter  dealt  with  by 
arbitration,  or  by  a  jury  under  the  pre^dency  of  the 
Sheriff,  and  in  practice  the  former  method  is  more  usually 
adopted.  The  accountant,  as  an  expert  witness,  is  also 
frequently  called  to  give  evidence  before  Parliamentary 
Conmiittees  considering  Bills  before  the  House,  and  before 
the  Railway  and  Canal  Commissioners,  to  whom  it  falls  to 
determine  questions  involving  the  relative  rights  of  traders 
and  of  the  railway  companies  in  regard  to  traffic  facilities, 
rates,  &c. 

"Whilst  the  principal  employment  of  the  accountant  as 
an  expert  witness  is  to  be  found  in  connection  with  civil 
cases,  his  services  are  also  requisitioned  from  time  to  time 
in  criminal  cases,  cither  to  assist  the  Public  Prosecutor  in 
the  preparation  of  the  indictment,  or  to  give  evidence  for 
the  prosecution  or  for  the  defence. 

There  is  probably  no  branch  of  our  profession  wher«  the 
practitioner  has  more  scope  for  his  individual  skill,  and 
in  regard  to  which  a  more  varied  method  of  procedure  is 
required,  than  that  which  covers  the  work  falling  to  be 
done  in  connection  with  matters  in  Court.  In  consequence 
it  is  a  branch  of  work  for  the  prosecution  of  which  little 
can  be  learned  from  text-books,  and  in  the  practice  of 
which  it  is  almost  impossible  to  lay  down  rules  fur 
guidance.  I  will  endeavour,  however,  to  indicate  some  of 
the  methods  to  be  adopted  in  dealing  with  the  questions 
that  often  arise,  and  to  give  a  few  hints  which  may  be  of 
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assistance  to  those  who  have  not  as  yet  had  any  experience 
in  this  class  of  work. 

Let  us  look  first  at  the  nature  oif  the  work  involved,  and, 
before  going  on  to  the  more  extensive  sphere  covered  by 
arbitrations  and  civil  cases  in  the  Sheriff  and  Supreme 
Courts,  I  would  call  your  attention  to  the  position  of  the 
accountanit  in  criminal  cases.  When  his  services  are 
required  in  such  cases  the  chaige  is  usually  one  of  fraud 
in  some  form  or  another,  probably  arising  from  the  falsi- 
fication of  entries  in  books,  accounts,  or  Balance  Sheets, 
so  as  to  give  a  fictitious  view  of  the  financial  position.  The 
objects  to  be  gained  by  the  fraud  may  be  varied  in  their 
character,  and,  whilst  the  fictitious  nature  of  the  entries 
may  sometimes  be  very  evident,  it  may  not  be  so  easy  to  fix 
or  determine  the  fraodalent  intention,  and  to  do  so  may 
require  a  searching  inquiry  into  and  tracing  out  oi  trans- 
actions and  entries.  A  frequent  instance  of  criminal  fraud 
is  that  of  a  cashier,  bookke^>er,  or  other  servant,  per- 
petrated to  conceal  from  his  ^nployer  the  misappropria- 
tion of  cash,  and  in  such  a  case  the  accountant  will  pro- 
bably be  called  in  by  the  employer,  or,  as  unfortunately 
too  often  happens,  he  may  be  the  first  to  discover  the  fraud 
in  the  course  of  an  audit.  It  may,  however,  be  a  more 
extensive  charge  involving  prosecution  of  directors  and 
officials  of  companies  in  resp>ect  of  the  methods  adopted  or 
approved  by  them,  which  may  have  been  calculated  to 
deceive  their  shareholders  or  creditors,  or  to  induce  the 
public  to  subscribe  for  shares.  In  this  case  the  accountant 
will  probably  receive  his  instructions  from  the  Public  Pro- 
secutor to  examine  the  books  or  accounts,  and  to  advise 
him  as  to  what  entries  are  improper  or  out  of  order,  and 
what  efiiect  these  may  have  had  on  information  supplied  or 
business  transacted  on  the  strength  of  their  being  correct. 
I  cannot  better  illustrate  the  requirements  of  cases  of  this 
type  than  by  a  short  reference  to  two  of  the  most  important 
criminal  trials  in  Scotland  within  comparatively  recent 
years — viz.,  those  of  the  City  of  Glasgow  Bank  directors 
and  of  the  Brothers  Pattison,  of  Leith.  In  the  fonner  of 
these,  the  charges  on  which  the  directors  were  tried  had 
been  drawn  up  uikler  the  supervision  of  a  leading  member 
of  OUT  Institute,  and  the  preparation  involved  a  careful 
and  intricate  examination  of  numerous  books  and  docu- 
ments. The  principal  charge,  of  which  two  of  the  directors 
were  ultimaitely  found  guilty,  was  that  of  "falsification  of 
"Balance  Sheets  for  the  purpose  of  concealing  and  mis- 
"representing  the  true  state  of  the  company's  affairs,  with 
"intent  to  defraud.  "  And  there  was  a  second  charge  of 
"feloniously  usding  and  uttering  the  same  as  true,  with 
"  intent  to  defraud."  The  other  directors  were  found  guilty 
of  the  second  count  only,  that  of  "  using  and  uttering."  In 
this  case  the  falsification  of  the  Balance  Sheets  was  evi- 
dent, as  the  original  drafts  were  recoveced  with  the  altera- 


tions noted  thereon.  It  required,  however,  an  expert  on 
figures  and  accounts  to  unravel  the  history  and  ascertain 
the  effect  of  the  alterations  made  on  the  figures,  and  to 
put  it  clearly  and  plainly  before  the  Court  and  jury. 

In  the  Pattison  case,  there  were  four  different  charges, 
on  all  of  which  the  elder  brother  was  convicted,  and  the 
younger  brother  on  two  of  them.  The  first  was  that  of 
"forming  a  fraudulent  scheme  to  sell  their  business,  and 
"  for  this  purpose  omitting  from  the  books  entries  for  goods 
"purchased  to  the  credit  of  parties,  although  the  goods 
"were  taken  into  stock;  taking  credit  for  sales  without 
"debiting  Joint  Account;  entering  sales  twice,  thereby 
"increasing  the  apparent  profits  and  inducing  a  false 
"certificate."  The  second  charge  dealt  with  the  improper 
application  of  the  proceeds  of  certain  promissory  notes 
discounted  with  the  company's  bankers.  The  third  was 
that  of  "putting  forth  fictitious  Balance  Sheets  and  Profit 
"  and  Loss  Accounts  whilst  acting  as  managing  directors  of 
"the  company,  this  being  effected  by  over-valuation  of 
"stocks  " ;  and  the  last  charge  dealt  with  the  failure  to 
apply  the  proceeds  of  a  sale  of  goods  on  a  Joint  Account, 
to  the  detriment  of  the  joint  adventurer.  There  were,  of 
course,  important  questions  of  law  as  to  the  criminal  effect 
of  the  acts  complained  of  and  as  to  Ihe  incidence  of  respon- 
sibiJity  therefor.  Before  this  point  was  reached,  however, 
there  had  to  be  a  careful  ascertainment  of  the  facts,  and 
of  the  apparent  intention  and  result  of  the  omissions  or 
misrepresentations  as  disclosed  by  the  books  or  documents 
of  the  company.  This  entailed  a  lengthy  and  exhaustive 
examination,  such  as  could  only  be  undertaken  by  a  pro- 
fessional man  thoroughly  versed  in  accounting  transac- 
tions, and,  in  framing  the  indictment  and  preparing  for 
the  trial,  the  Public  Prosecutor  had  the  assistance  of  an 
experienced  member  of  the  Edinburgh  Society  of 
Accountants.  The  fraud  or  falsification  and  its  effects 
were  not  so  evident  in  this  case  as  in  that  of  the  City 
Bank,  and  there  appeared  room  for  a  reasonable  defence 
based  upon  the  books.  This  gave  further  opportunity  for 
the  employment  of  professional  accountants  on  behalf  of 
the  Pattlsons.  These  accountants  made  an  extended  exami- 
nation of  the  books,  and  prepared  therefrom  statements  in 
regard  to  further  entries  in  an  effort  to  eliminate  the 
fraudulent  character  from  the  omissions  and  errors  stated 
in  the  indictment.  They  failed,  however,  to  convince  the 
jury. 

The  widest  sphere  of  work  for  the  accountant  as  an 
expert  witness  is  not,  however,  in  criminal  cases,  but  in 
civil  cases  and  arbitrations.  The  matters  in  dispute  sub- 
mitted to  arbitration,  in  regard  to  which  points  involving 
items  of  accounting  arise,  and  the  civil  cases  in  the  Sheriff 
or  Supreme  Courts,  which  may  require  the  assistance  of  a 
professional  accountant,  ai?e  so  similar  in  character  that 
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we  may  consider  tbem  together.  They  an  nsaally  ques- 
tions affecting  the  correctness  oo:  otherwise  of  the  applica- 
tion of  figures  in  accounts,  or  the  principle  adopted  in  the 
application;  questions  as  to  the  method  of  accounting 
under  which  the  profit  or  loss  arising  from  a  business, 
adventure,  or  other  commercial  transaction  is  ascertained ; 
and  questions  with  respect  to  valuations  of  goodwill  or  of 
shaxes  in  a  limited  company. 

The  disputes  giving  rise  to  the  litigation  may  originate 
between  partners  in  a  firm,  or  between  the  parties  to  an 
agreement,  or  who  ace  interested  in  a  joint  adventure  or 
transaction,  or  they  may  follow  upon  the  death  of  a 
partner,  entailing  an  accounting  with  executors  or  bene- 
ficiaries. For  those  cases  in  whdch  the  question  of  valua- 
tion or  of  trading  results  are  raised  the  exercise  of  com- 
pulsory powers  of  acquiral  under  an  Act  of  Parliament  is 
laigely  responsible,  supplemented  by  claims  for  damages 
to  person  or  pxx>perty,  such  as  arise  from  temporaiy  or 
permanent  disablement,  or  injury  from  accident,  the 
responsibility  for  which  rests  with  a  railway  company, 
local  authority,  or  odier  outside  party.  Still  another 
source  of  litigation  requiring  the  accountant's  assistance 
has  been  brought  into  existence  through  the  operation  of 
the  Companies  Acts.  These  Acts  have  been  described  as 
the  accountant's  friend,  and  in  his  position  as  an  expert 
witness  they  have  not  failed  him.  By  the  162nd  Section  of 
the  1862  Act  it  is  provided  that,  in  the  event  of  an  agree- 
ment not  being  arrived  at  between  the  parties,  the  price 
to  be  paid  to  a  dissentient  member  of  a  company  which  is 
being  sold  under  liquidation  for  a  consideration  other 
than  cash  shall  be  settled  by  arbitration.  In  private 
companies  the  price  of  shares  offered  for  sale  often 
falls  to  be  similarly  determined,  and  where  rights  of  pre- 
emption in  favour  of  directors  or  other  specified  indi- 
viduals exist,  the  price  is  not  infrequently  a  matter  of  dis- 
pute only  settled  finally  by  arbitration  or  after  litigation 
in  the  Courts.  Again,  it  sometimes  happens  that  the 
shareholders  of  an  unsuccessful  company  hold  the 
opinion  that  the  directors,  and  it  may  even  be  the  auditors, 
are  legally  responsible  for  the  position  of  affairs,  or  in 
some  other  way  have  acted  improperly  in  connection  with 
the  company's  business,  and  they  forthwith  institute  pro- 
ceedings for  compensation  for  the  loss  which  they  claim 
to  have  sustained.  In  actions  such  as  these  the  questions 
involved  are  generally  in  reference  to  the  method  of  appli- 
cation of  figures,  entailing  a  corresponding  investigation  of 
books  and  accounits,  for  which  the  services  of  one  or  more 
members  of  our  profession  are  rendered  imperative. 

In  dealing  with  disputes  arising  in  partnership  or  joint 
adventure  accounts  there  is  generally  at  the  disposal  of  the 
accountant  information  of  a  more  or  less   satisfactoiy 


character  as  to  the  various  items  involved  in  the  acconnt- 
ing,  the  question  for  consideration  being  ratfaer  as  to  the 
proper  application  of  these,  and  the  consequent  restdt 
thereof  in  the  accounting  between  the  parties.  The  correct 
inleipretation  to  be  put  upon  the  terms  of  an  agreement 
or  a  contract  of  co-pantnery  may  be  the  determining  factor, 
or  it  may  involve  questions  as  to  the  usual  practice 
adopted  in  treating  certain  items,  and  in  tlus  latter  case 
particularly  the  experience  of  the  accountant  in  matters  of 
a  similar  character  is  of  no  little  value  to  the  Court.  In 
joint  adventure  acoounts,  where  the  profit  has  to  be  ascer- 
tained in  circudoostanoes  involving  an  allocation  of  certain 
of  the  charges  of  a  business,  or  of  the  costs  of  manu- 
facture, some  very  interesting  problems  in  accounting  may 
fall  to  be  solved  by  the  professional  investigator.  An 
instance  of  joint  adventure  in  which  such  questions 
frequently  arise  is  that  of  a  patentee  for  an  improvement 
in  manufacture,  or  for  a  process  for  utilising  bye-products, 
who  is  entitled  to  a  share  of  the  benefit  of  the  economies, 
or  of  the  additional  profit  arising  therefrom.  Here  it  may 
be  necessary  to  analyse  the  different  Cost  Accounts,  with  a 
view  to  fixing  the  allocation  of  the  profit  as  between 
different  periods  of  a  continuous  manufacturing  process. 
In  accounts  of  this  type  the  accountant  may  also  have  to 
fix  the  charges  to  be  made  against  the  joint  adventure  for 
the  services  rendered  by  one  or  other  of  the  pajties  in  con- 
nection therewith. 

Differences  of  opinion  at  ^e  dissolution  of  a  co-partnery, 
particularly  when  the  partners  have  ceased  for  some  time 
to  work  harmoniously,  or  when  the  accounting  has  to  be 
taken  with  the  representatives  of  a  deceased  partner,  are 
very  often  due  to  a  somewhat  lax  method  of  preparing  the 
Balance  Sheets  during  the  existence  of  the  co-partnery,  and 
to  the  accountant  may  fall  the  task  of  reframing  and 
amending  these. 

In  all  cases  affecting  methods  or  principles  of  accormdng 
the  professional  accountant,  having  advised  himself  as  to 
the  individual  points  or  items  in  dispute,  will  apply  his 
mind,  in  the  first  place,  to  consideration  of  the  proper 
method  of  dealing  with  them,  in  view  of  Itie  t^ms  of  the 
agxeemenit  or  coobract,  or,  in  the  absence  of  any  such,  in 
accordance  with  his  experience  on  similar  questions.  For 
this  purpose  it  may  be  necessary  to  make  an  examination 
into  the  procedure  adopted  in  former  accounts  between 
the  parties,  where  such  exist,  and  to  go  minutely  into  the 
details  of  the  aocounits.  He  should  proceed  with  his 
examination  without  considering  whether  the  result  will  be 
favourable  to  the  one  party  or  to  the  other,  and  endeavour 
to  keep  his  mind  as  free  as  possible  from  bias.  If  he  is 
employed  by  one  only  of  the  parties  to  a  dispute,  he 
should,  when  his  investigation  has  pzoceeded  far  enongfa. 
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if  he  is  of  opinion  that  bis  report  is  not  likely  to  be  favour- 
able to  the  view  taken  by  his  client,  at  once  lay  his  con- 
clusions before  him,  that  he  may  have  an  opportunity  of 
reconsidering  his  position. 

In  dealing  with  questions  respecting  the  valuation  of  a 
goodwill  there  is  great  room  for  diversity  of  opinion.  The 
accountant  called  upon  to  indicate  his  views,  or  to  fix  a 
valuation,  should  proceed  by  collecting  such  particulars 
ascertainable  from  the  books,  accounts,  and  other  avail- 
able sources  as  he  m*ay  deem  necessary  or  helpful  in 
assisting  him  to  arrive  at  a  basis  for  the  valuation,  and 
bring  these  together  in  such  a  form  as  will  enable  him  to 
consider  their  bearing  upon  the  business  falling  to  be  dealt 
with.  Thereafter,  having  determined  upon  the  principle 
which  he  proposes  to  adopt  in  making  his  valuation,  he 
will  proceed  to  apply  it  to  the  figures  and  facts  which  he 
has  ascertained.  The  main  factor  to  be  taken  into  con- 
sideration is  usually,  of  course,  the  past  results  of  the 
trading,  taken  along  with  the  capital  employed,  but  there 
are  in  every  business  circumstances,  differing  in  almost 
every  instance,  which  may  affect  the  value  of  the  good- 
will. Amongst  these  are  matters  bearing  upon  the  per- 
manence of  the  business,  its  locality  or  situation,  special 
facilties  of  one  kind  or  another  which  may  exist,  the  effect 
to  it  of  change  in  the  management  or  in  the  co-partnery 
interests,  the  right  to  a  name  or  a  trade  designation,  the 
possibilities  of  competition  from  a  retiring  partner,  and 
many  others  which  will  doubtless  occur  to  you.  The 
accountant  who  is  asked  to  give  his  expert  opinion  on  this 
question  of  goodwill  value  must  get  all  the  trustworthy 
information  he  can  on  such  points,  and  give  them  careful 
consideration  in  resolving  upon  the  principle  or  on  the 
basis  to  be  adopted  in  stating  his  views  of  the  valuation.  It 
may  be  that  an  accountant  has  knowledge  of  facts  which 
may  affect  the  value  of  a  goodwill,  and  which  he  may 
purposely  ignore,  in  order  that  he  may  arrive  at  a  figure 
more  favourable  to  his  client,  and  he  may  even  go  into 
the  witness-box  and  endeavour  to  maintain  his  valuation. 
This  is  a  course  to  be  condemned,  and,  when  followed,  is 
more  likely  to  do  his  client*s  cause  harm  rather  than  good, 
and  is  calculated  to  discount  the  whole  evidence  of  the 
witness.  An  instance  came  under  my  own  cognisance  in 
an  action  involving  a  question  of  valuation  where  an 
accountant  witness  for  one  of  the  parties  based  his  esti- 
mate on  certain  ascertained  profits  in  a  manufacturing 
business  without  allowing  any  deduction  or  provision  for 
depreciation  of  plant  and  machinery.  This  was  made  evi- 
dent to  the  Court,  and  the  Lord  Ordinary,  in  his  note  on 
his  interlocutor,  referred  to  the  evidence  of  this  witness  as 
"of  no  value." 

In  cases  arising  under  the  Lands  Clauses,  Railway 
Clauses,  and  similar  Acts,  and  in  questdon^  as  to  loss 


sustained  to  person  or  to  property,  there  is  plenty  of  scope 
for  the  accountant  to  exercise  his  professional  skill.  Here, 
again,  the  question  of  goodwill  value  often  enters  largely, 
especially  where  it  can  be  shown,  in  the  case  of  a  com- 
pulsory removal,  that  locality  is  of  importance,  or,  in 
cases  of  personal  injury,  that  the  earning  power  is  affected 
by  the  individual  element.  Claims  falling  under  this  class 
may  embrace  such  further  matters  as  loss  arising  through 
forced  realisation  of  stock  or  other  assets,  expenses 
involved  by  the  removal,  and  the  temporary  or  permanent 
reduction  of  profits.  The  goodvrt.ll  may,  indeed,  be  purely 
prospective  in  its  character,  and  there  may  have  been  no 
actual  earnings  in  the  past,  but  a  future  value  may  be 
affected  by  the  compulsory  sale  of  the  land  or  property. 
In  ascertaiiiing  such  a  prospective  value  the  knowledge 
and  experience  of  the  accountant  may  be  of  material 
assistance. 

In  many  businesses  affected  by  claims  for  damages  or 
loss,  the  possibility  of  such  a  claim  arising  has  not  been 
foreseen,  and  there  has  been  no  proper  method  adopted 
for  keeping  authentic  records  of  the  business  done  or 
profits  earned,  or  where  such  may  have  existed  they  have 
not  been  preserved,  excepting  perh^aps  some  of  very  recent 
date  J  or  it  may  be  that  the  principal  books  or  accounts 
have  been  retained,  but  not  the  detailed  statements  on 
which  the  results  have  been  based  (such,  for  instance,  as 
Stock  Sheets),  and  in  consequence  verification  of  these 
results  is  rendered  difficult,  if  not  impossible.  Again,  it 
may  be  that  the  business  affected  is  only  a  branch  or 
department  of  a  laziger  concern,  or  it  may  be  worked  in 
conjunction  with  other  premises  and  the  accounting  not 
kept  distinct.  In  circumstances  such  as  these  it  falls  to 
the  lot  of  the  accountant  to  collect  all  available  material 
and  extract  therefrom  what  m-ay  be  of  service  to  him,  not 
merely  in  showing  the  results  of  the  trading,  but  in 
proving,  so  far  as  possible,  the  correctness  of  his  state- 
ments in  reference  thereto.  From  this  material,  however 
unpromising,  he  is  expected  to  make  up  accounts  which 
will  show  as  correctly  as  possible  what  the  business,  or 
that  portion  of  it  carried  on  in  the  particular  premises 
involved,  is  capable  of  earning,  and  how  it  may  be  affected 
by  the  change  which  is  being  forced  upon  it,  or  the  damage 
which  it  has  sustained.  Towards  attaining  this  object  a 
Bank  Account  is  often  useful  in  the  absence  of  more  com- 
plete information.  I  have  seen  a  copy  of  a  Bank  Account 
and  the  production  of  a  few  share  certificates  prove 
sufficient  to  show  satisfactorily  the  financial  abilities  of  a 
business.  The  drawings  were  practically  cash  only,  and 
were  lodged  regularly  in  the  bank,  whilst  all  purchases, 
with  a  few  trifling  exceptions,  were  paid  by  cheque. 
Thus,  it  having  been  admitted  that  the  fluctuatiorts  in  the 
value  of  the  stock  could  not  be  very  material  over  a 
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number  of  years,  the  Bank  Account  was  really  an  embodi- 
ment of  the  trading  profits,  subject  to  a  satisfactory 
accounting  for  those  sums  drawn  which,  were  not  applied 
in  payments  of  business  claims.  The  proprietor  of  the 
business  was  in  the  habit  of  taking  a  fixed  sum  4>ach  week 
from  the  cash  drawings,  before  lodgment  in  the  bank,  to 
meet  his  living  expenses  and  personal  requirements.  The 
amount  claimed  for  this  purpose  was  shown  to  be  a 
reasonable  one  in  the  circumstances  in  which  he  lived, 
and,  the  whole  remaining  sums  drawn  from  the  bank 
having  been  accurately  accounted  for  by  the  investments 
represented  by  tiie  share  certificates  produced,  the  profits 
were  accepted  by  the  Court  as  represented  by  the  stated 
weekly  personal  drawings  added  to  the  invested  amounts. 
Even  the  bank,  however,  sometimes  fails  to  fill  sufficiently 
a  blank  in  the  chain  of  evidence,  and  it  becomes  necessary 
to  obtain  copies  of  their  accounts  from  creditors  from 
whom  purchases  have  been  made,  or  from  other  parties 
with  whom  there  have  been  business  transactLons. 

Such  sources  of  information  as  these  are  not  always 
available  for  the  accountant  acting  on  behalf  of  the  party 
against  whom  the  claim  is  made,  and  his  position  then 
becomes  mcae  thaA  of  a  critic  to  challenge  the  methods 
adopted  in  arriving  at  the  results  claimed,  and,  if  possible, 
to  prove  the  unlikelihood  or  absolute  impossibility  of  their 
having  been  attained.  He  will  therefore  probably  direct 
his  attention  specially  to  see  that  no  possible  proper 
charge  against  the  trading  has  been  omitted,  and  to  collect 
such  evidence  as  he  can  as  to  the  correctness  or  otherwise 
of  the  charges  made  for  costs  of  prodxiction  or  sale. 

In  an  arbitration  a  few  years  ago,  in  which  the  Glasgow 
Corporation  was  interested,  the  amount  of  the  net  earnings 
claimed  depended  almost  entirely  upon  the  amount  of 
gross  profit  upon  the  goods  sold,  there  being  ample  evi- 
dence as  to  the  amount  of  the  turnover  and  as  to  the 
reasonable  charges  on  the  gross  profit,  but  difficulty  in 
proving  the  purchases.  It  was  argued  for  the  claimants 
that  they  were  in  a  position  to  buy  at  a  price,  which  left 
them  a  larger  gross  profit  than  was  usual  in  their  class  of 
business,  and  in  proof  thereof  they  produced  copies  of 
invoices  of  certain  exceptionally  cheap  purchases.  Unfortu- 
nately for  their  argument  their  opponents  had  ascertained 
that  they  had  been  considerable  purchasers  at  the  usual 
terms,  and,  on  a  careful  examination  of  Stock  Sheets  pro- 
duced, it  was  shown  that  the  whole,  or  at  all  events  a  very 
large  proportion,  of  the  cheap  goods  for  which  invoices 
had  been  produced  were  still  uiasold  at  the  date  to  which 
the  accounts  were  made  up,  and  were  probably 
unsaleable. 

In  dealing  with  questions  under  the  Companies  Acts  as 
'he  valuation  of  shaies,  we  come  back  again  to  many 


of  the  points  raised  when  considering  the  value  of  a  good- 
will. There  are,  however,  other  considerations  arising 
here  which  require  careful  thought  from  the  professional 
accountant.  The  policy  which  has  been  followed  by  the 
directorate  in  its  management  of  the  company  may  have  an 
important  bearing  upon  the  value  of  the  shaies ;  restric- 
tions imposed  by  the  articles  of  association  with  regard  to 
transfer  of  the  shares,  the  powers  of  directors,  the  control 
of  voting  or  the  rights  of  different  classes  of  shareholders ; 
the  extent  to  which  the  shareholding  is  limited,  or  a  leady 
market  exists  for  the  shares ;  and  very  often  a  large  amount 
of  what  can  only  be  described  as  sentimeot  affect  in  one 
way  or  another  such  a  valuation.  The  effect  of  such  con- 
siderations may  be  readily  seen  by  comparing  the  prices 
at  which  the  shares  of  different  companies,  apparently 
similar  in  character,  are  quoted  on  the  Stock  Exchange. 
Two  companies  paying  the  same  rate  of  dividend  virill  be 
noted  standing  at  widely  different  prices,  and  if  you 
endeavour  to  ascertain  the  reason  for  this  difference  in 
price  you  will  probably  find  it  a  matter  of  more  or  less 
difficulty.  It  may  be  that  the  public  are  more  satisfied 
with  the  conduct  of  the  one  company  than  with  that  of 
the  other,  or  with  its  general  financial  position,  or  it  may 
be  that  there  is  a  freer  market  for  its  shaves,  but  very  often 
the  reason  is  a  purely  sentimental  one — confidence  in  a 
name  or  a  public  reputation — not  always  deserved.  The 
same  elements  exist  to  a  greater  or  less  extent,  whether 
the  shares  are  quoted  publicly,  or  are  only  dealt  in 
privately  and  transferable  under  powers  involving  a 
valuation  by  arbiters  or  an  accountant. 

In  the  exerciae  of  these  powers  it  is  well  to  bear  in  mind 
that  the  law  is  very  jealous  in  its  protection  of  the  rights 
of  a  retiring  member  of  a  company  to  secure  that  he  should 
get  the  full  and  fair  value  of  his  interest  ther»n»  and  it 
will  not  support  a  valuation  if  it  can  be  showa  that  in 
fixing  it  due  consideration  had  not  beea  given  to  any 
fact  or  circimistance  which  might  affect  the  value  of  the 
shares,  keeping  in  view  the  powers  or  conditions  which 
entail  the  valuation.  Besides  looking  at  what  may  be 
called  the  purely  intrinsic  value  of  shares,  full  weight 
must  be  given  by  the  valuator  to  all  points  brought  before 
him  which  may  be  Idkely  to  influence  his  views,  and  it  is 
his  duty  to  call  for  or  to  obtain  all  the  information  which 
in  his  opinion  is  necessary  for  his  guidance. 

An  investigation  directed  towards  fixing  liability  for  loss 
on  directors,  or  other  officials  of  a  company,  is  generally 
a  complicated  one,  entailing  a  thoughtful  examination  of 
books  and  documents  and  studious  consideration  of  their 
contents.  Such  an  investigation  is  closely  allied  to  those 
already  referred  to  when  treating  of  fhe  value  of  the  pro- 
fessional accountant's  services  in  connection  with  criminal 
proceedings.    As  a  rule,  the  only  difference  arises  from  the 
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absence  of  allegation  of  fraud  or  criminal  intention  and 
substitution  of  a  claim  for  loss  sustained.  The  preparation 
of  this  claim  will  constitute  the  principal  difference  in  the 
work  to  be  undertaken  by  the  accountant. 

An  accountant  may  be  thoroughly  qualified  to  make  all 
the  investigations  required,  and  to  bring  his  results 
together  in  a  satisfactory  manner,  such  as  will  enable 
counsel  to  put  a  fair  case  before  the  Court  with  confidence 
that  it  will  be  fully  supported  by  the  evidence.  He  may 
still,  however,  be  wanting  in  some  of  the  qualifications 
asked  for  in  a  good  expert  witness.  He  must  be  able  to 
make  a  creditable  appearance  in  the  witness-box,  to  put 
his  evidence  clearly  before  the  Court,  and  to  maintain  his 
facts,  arguments,  and  opinion  under  cross-examination, 
very  often  of  a  somewhat  trying  character. 

The  first  essential  to  this  is  a  thorough  knowledge  of 
his  case  in  all  its  details.  In  no  branch  of  an  accountant's 
business  is  it  more  essential  to  have  an  intimate  personal 
knowledge  of  all  the  details  involved  in  the  staitements 
which  are  made,  or  the  facts  which  fall  to  be  spoken  to.  I 
do  not  suggest  that  clerical  assistance  must  be  done  with- 
out, but  the  whole  should  be  gone  over  in  such  a  manner 
by  the  accountant  himself  that  he  is  in  a  position  to  certify 
to  the  correctness  of  every  item,  and  to  lay  his  finger  upon 
the  source  from  which  the  information  has  been  procured. 
Counsel  have  an  awkward  habit  at  times  of  finding  out 
the  weak  point  in  the  evidence  of  a  witness,  and  of  asking 
questions  under  cross-examination  which  are  difficult  to 
answer. 

On  one  occasion  a  well-known  member  of  our  profession 
was  giving  evidence  in  Court,  in  support  of  which  he  put 
in  statements  prepared  from  the  books,  detailing  items 
claimed  by  him  to  have  been  erroneously  omitted  from 
certain  accounts  under  dispute.  The  collection  of  the 
material  for  these  statements  had  probably  l)een  com- 
menced by  the  accountant  himself,  but  he  had  left  his 
clerk  to  complete  the  investigation  and  to  prepaie  the 
statements.  The  opposing  counsel  had  been  informed 
that,  whilst  the  items  might  have  been  correctly  enough 
extracted  from  the  books,  one  or  two  of  them  were  entered 
in  these  books  somewhat  out  of  the  order  in  which  they 
might  have  been  expected  to  have  appeared.  He  accord- 
ingly entered  upon  his  cross-exiamination  on  these  state- 
ments by  requesting  the  accountant  to  verify  their  correct- 
ness by  pointing  out  to  the  Court  certain  of  the  entries  in 
the  books  from  which  he  had  made  up  the  statements. 
He,  of  course,  selected  items  which  were  irregular  in  their 
treatment,  and  the  accountant  was  unable  to  find  them  in 
a  hurried  examination  of  the  books,  with  a  result  unsatis- 
factory to  himself  and  to  his  client. 


Next  to  a  thorough  knowledge  of  his  own  case,  the  most 
important  requirements  of  an  expert  witness  is  a  complete 
grasp  of  his  opponent's  case.  His  mind  should  be  applied 
to  the  position  which  he  would  take  up  if  he  had  been 
employed  by  tfie  exposing  party,  and  be  should  endeavour 
to  ascertain  thereby  as  fully  as  possible  his  own  weakness 
and  his  opponent's  strength.  Having  done  so,  let  him 
fortify  himself  for  defence  and  prepare  for  attack.  The 
more  thoroughly  he  has  seen  the  deficiencies  of  his  case, 
and  comprehended  the  strong  points  which  may  be  brought 
against  him,  the  more  confidence  will  he  have  when  under 
cross-examination,  and  the  greater  will  his  services  be 
appreciated  by  his  own  counsel  for  the  guidance  they 
render  in  the  cross-examination  of  witnesses,  or  in  leading 
counter  evidence  when  the  witnesses  for  the  opposite 
party  are  called  upon  first. 

An  accountant  who  wishes  to  retain  his  professional 
reputation  and  good  name  should  not,  when  asked  to  give 
evidence  in  regard  to  any  disputed  matter,  accept  the 
employment  unless  he  can  honestly  support  the  view 
which  he  is  invited  to  sustain.  If  asked  to  act  in  any 
cases  as  to  which  he  is  unable  to  give  an  opinion  until  he 
has  made,  at  all  events,  a  certain  amount  of  investigation, 
he  should  make  his  position  clear  at  the  outset  that  the 
nature  of  the  evidence  which  he  is  prepared  to  give  is 
dependent  upon  the  result  of  his  preliminary  examination 
of  the  books  or  accounts.  Even  then  this  will  still  depend 
upon  his  preliminary  inquiries  being  confirmed  or  justified 
when  all  the  facts  bearing  thereon  have  been  ascertained. 
It  has  been  said  that  figures  may  be  made  to  show  any- 
thing, but  in  most  cases  which  come  under  the  cognisance 
of  the  accountanit  in  litigious  matters  there  is  a  large 
amount  of  hard  fact  which  can  only  be  explained  away  by 
much  subterfuge,  and  to  this  course  he  should  decline  to 
be  a  party. 

It  is  a  very  useful,  I  might  almost  say  essential,  thing 
before  preparing  to  go  into  the  box  that  a  witness  should 
refresh  his  memory  in  regard  to  what  he  may  have  stated 
or  written  on  former  occasions,  and  which  may  have  a 
more  or  less  direct  bearing  upon  the  point  on  which  he 
is  asked  to  speak,  but  which  may  not  quite  coincide  with 
the  view  he  now  proposes  to  express.  For  instance,  it  is 
rather  inconvenient,  when  giving  evidence  as  to  the  value 
of  a  goodwill,  or  as  to  the  basis  to  be  adopted  in  ascer- 
taining the  profits  of  a  business,  to  be  asked  to  reconcile 
his  views  with  a  certificate  of  profits  in  the  prospectus  of 
a  company  to  which  his  name  is  attached,  possibly  issued 
many  years  previously,  or  to  have  his  memory  stirred  up 
by  quotations  from  evidence  given  by  him  on  a  former 
occasion  when  similar  questions  were  raised.  The 
reconciliation  may  be  an  easy  and  satisfactory  one 
enough,  but  if  asked  for  it  unexpectedly  in  the  course  of  a 
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rather  worrying  cross-examimation  it  may  be  difficult  to 
immediately  recall  the  circumstances  or  details,  and  so 
make  it  somewhat  trying  to  justify  his  apparently  new 
position,  or  to  give  the  explanation  in  a  convincing 
manner. 

The  creditable  appearance  of  a  witness  in  the 
box  is  materially  assisted  by  the  form  in  which  his  pre- 
cognition has  been  drawn  up  for  the  guidance  of  the 
counsel  conducting  the  case.  This  should  be  brief  and 
concise,  embodying  in  as  few  words  as  possible  the  facts 
as  ascertained,  or  the  opinion  which  the  witness  has  been 
called  upon  to  express,  or  defining  in  a  simple  naanner  the 
principle  adopted  in  the  pr^aratioo  of  statements  to  be 
submitted  to  the  Court.  Unnecessary  details  and  elaborate 
explanations  should  be  avoided.  The  witness  will,  of 
course,  sta/te  something  as  to  his  qualifications  and 
experience  in  regard  to  the  class  of  business  to  which  he 
is  called  to  speak,  in  order  that  due  weight  may  be  given 
to  his  evidence.  In  this  reference  it  is  undesirable  to 
claim  a  large  experience  of  auditing  when  dealing  with  a 
question  involving  points  generally  arising  in  connection 
with  an  audit,  if  it  has  to  be  admitted  in  cross-examination 
that  the  only  audit  appointments  held  are  those  of  a  small 
parish  council,  and  of  a  limited  company  having  a  paid- 
up  capital  of  ;^2,ooo. 

Not  only  does  much  depend  upon  the  preparation  of  the 
precognition,  but,  further,  upon  a  close  adherence  to  the 
statements  in  it  when  under  examination,  and  only  to  these 
in  so  far  as  called  upon  by  counsel  to  speak.  It  is  a  mistake 
to  attempt  to  give  explanations  or  reasons  not  previously 
submitted  to  the  counsel  in  charge  of  the  case,  nor  is  it 
wise  to  enter  upon  argumentative  points,  unless  called 
upon  by  him  to  do  so.  The  learned  counsel  is  responsible 
for  the  conduct  of  the  case,  and  should  not  be  hampered 
by  unexpected  evidence  from  his  own  witness ;  whilst,  on 
the  other  hand,  he  may  consider  it  better  not  to  call  for  all 
the  evidence  which  has  beea  submitted  to  him. 

It  is  sometimes  of  value  to  a  case  that  a  witness  should 
keep  back  a  strong  point  in  favour  of  his  position,  the 
absence  of  which  in  the  evidence  in  chief  is  likely  to  attract 
the  attention  of  opposing  counsel,  and  lead  him  to  think 
that  he  has  got  hold  of  a  weak  poirat.  He  will  probably 
try  to  emphasise  this  apparent  weakness  when  he  has  the 
witness  under  cross-examination,  and  so  give  him  an 
opportunity  of  making  his  point  with  more  effect  than  in 
his  evidence  in  chief.  Indeed  it  may  have  the  result  of 
abruptly  closing  the  cross-exanunation. 

I  cannot  do  better  than  conclude  by  referring  you  to 
the  excellent  description  of  the  position  as  expert  witnesses 
of  two  gentlemen  whose  names  at  least  are  known  to  all  of 
us,  given  by  Lord  Ardwall  at  the  jubilee  dinner  of  our 
Institute  in  1905.  With  regard  to  Mr.  Wyllie  Guild,  he 
stated  that  "  he  never  knew  a  better  professional  witness. 


''lie  expounded  his  own  views  with  a  wealth  of  imagery 
**  and  illustration  which  often  affected  the  obdurate  hearts 
''of  a  British  jury,  and  woe  to  the  counsel  who  rashly 
'^  attempted  to  cross-examine  him.  He  was  not  severe  upon 
'^any  counsel  who  cross-examined  him.  He  just  over- 
"  whelmed  him  with  a  bland  cloud-like  mass,  against  which 
''no  ill  nature  on  the  part  of  the  counsel  could  prevail, 
"which  no  incisive  questions  could  penetrate.  Mr.  Wyllie 
"Guild  was  left  standing  in  the  box,  leading  everybody 
"who  heard  him  to  think  that  he  was  absolutely  right, 
"that  he  alone  of  anybody  in  the  Court  knew  anything 
"about  the  case,  and  that  those  who  differed  from  him 
"were  exceedingly  to  be  pitied." 

With  regard  to  Mr.  William  McKirmon,  Lord  Ardwall 
said  that  "he  very  nearly  equalled  Mr.  Wyllie  Guild  as  a 
"professional  witness,  but  his  style  was  totally  different. 
"He  was  quite  cool  and  incisive  in  his  examination,  and 
"then  when  he  came  to  cross-examination  I  can  only  say 
"this,  that  the  counsel  who  cross-examiaed  him  had 
"  generally  very  little  to  congratulate  himself  upon,  because 
"Mr.  McKinnon  always  began  by  stating  his  case  very 
"meagrely,  if  I  may  say  so,  and  he  had  always  up  his 
"sleeve  a  number  of  additional  facts  and  figures  with 
"which  he  overwhelmed  the  unfortunate  counsel.  Those 
"who  knew  him  well,  unless  they  had  some  uncommonly 
"good  thing  up  their  sleeves  on  which  they  could  rely  to 
"controvert  some  of  the  propositions  he  had  brought 
"forward,  came  to  know  that  they  had  very  much  better 
"leave  Mr.  McKinnon  alone."  Lord  Ardwall  completed 
his  reference  to  these  two  gentlemen  by  adding  that  "if  you 
"ever  put  a  straight  question  to  either  of  them  which 
"admitted  of  a  plain  answer,  they  never  hesitated  to  give 
"it,  even  though  it  was  against  their  own  case.  They 
"gave  it  honestly  and  straightforwardly." 


On  the  motion  of  Mr.  Matthew  Mitchell,  C.A.,  M". 
Moore  received  a  cordial  vote  of  thanks  for  his  paper  ;  and 
on  the  motion  of  Mr.  John  M.  MacLeod,  C.A.,  a  hearty 
vote  of  thanks  was  accorded  to  the  Chairman. 
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An   address   delivered    to    the    above  Association   on 
March  6th  1907. 

I    have  been  asked  to  address  you  to-night  upon  the 
subject  of  Bankruptcy  Procedure  under  the  English  Law, 
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and  3rour  Secretary  has  been  gx>od  enough  to  set  for  me  in 
general  outline  the  limits  within  which  what  I  may  have  to 
say  shall  move.  I  have  gathered  that  I  am  not  so  much 
required  to  express  opinions  as  to  record  facts,  and  that  I 
am  in  the  main  to  refrain  from  entrenching  upon  the 
province  of  another  by  suggesting  reforms.  Being  thus 
kindly  relieved  for  the  choice  of  subject,  and  being  care- 
fully guarded  from  running  wild  by  the  girdle  oi  a  ring 
fence,  I  will  endeavour  as  concisely  as  I  can  to  inform  you 
of  the  natuire  and  contents  of  my  particular  compound.  May 
I  preface  this  by  saying  that  I  know  little  of  Scots*  bank- 
ruptcy law,  or  bow  far,  if  at  all,  it  parallels  the  English 
system.  I  understand,  however,  that  you  are  seeking  some 
reform  of  your  law,  and  that,  with  the  thoroughness  and 
caution  which  are  usually  regarded  as  among  your  national 
characteristics,  you  are  endeavouring  to  make  yourselves 
acquainted  with  the  insolvency  laws  of  other  civilised 
nations,  in  order  that  you  may  adapt  to  3rour  requirements 
that  which  is  best  in  each.  I  will  therefore — great  as  the 
assumption  is — ^imagine  for  the  time  being  that  you  are 
quite  uninformed  as  to  the  procedure  under  the  present 
English  bankruptcy  law,  and  endeavour  to  acquaint  you  of 
its  main  provisions.  I  say  "the  present"  law  for  the 
reason  that  it  was  amended  no  less  than  nine  times  during 
the  last  century,  and  that  at  the  moment  it  is  again  in  a 
state  of  flux,  being,  as  I  think  you  are  aware,  referred  to  a 
Special  Committee  for  inquiry  and  report.  It  is  fairly 
certain,  however,  that  any  pxoposed  amendments  vrill  not 
touch  the  basic  principles,  but  will  be  concerned  with 
details. 

The  principal  Act  is  that  of  1883,  which  was  amended  in 
important  respects  by  the  Act  of  1890,  and  they  are  con- 
strued together  as  one  Act.  They  apply  only  to  England 
and  Wales,  and  are  administered  as  to  London  by  the 
High  Court  of  Judicature,  and  as  to  the  country  by  local 
Bankruptcy  Courts — i.e..  County  Courts  to  which  bank- 
ruptcy jurisdiction  is  given.  The  procedure  is  by  petition, 
either  of  debtor  or  creditor,  to  one  of  the  Courts  men- 
tioned within  the  district  of  which  the  debtor  has  resided 
for  the  greater  part  of  the  preceding  six  months.  In  the 
case  of  a  de4>tor*s  petition,  there  are  besides  lliis  no  pre- 
cedent conditions  necessary.  He  usually  seeks  the  protec- 
tion of  the  Court  as  a  sanctuary  from  pursuers.  The  form 
of  petition  is  very  simple.  It  recites  that  he  has  been 
resident  for  the  greater  part  of  six  months  within  the  dis- 
trict of  the  Court,  that  he  is  unable  to  pay  his  debts,  and 
prays  that  a  receiving  order  may  be  made  in  respect  of  his 
estate.  It  may  be  prepared  and  filed  either  by  a  solicitor 
(wbose  costs  are  paid  out  of  the  estate),  or  by  the  debtor 
himself.  The  Official  Receiver  (of  whose  duties  I  shall 
speak  later)  is  always  willing,  as  the  administrative  official 
of  the  Board  of  Trade,  to  give  to  the  debtor  advice  and 


assistance  in  the  preparation  of  his  petition.  The  petition 
must  bear  a  £s  stamp,  and  be  accompanied  by  a  deposit  of 
^5  with  the  Official  Receiver  to  cover  preliminary 
expenses.  It  must  be  lodged  in  Court,  and  may  not  be 
again  withdrawn  without  consent  of  the  Court,  and  the 
presentation  of  it  shall  be  deemed  to  be  an  act  of  bank- 
ruptcy. The  Court,  through  its  Registrar,  may  make  an 
immediate  receiving  order,  thus  placing  the  estate  within 
the  custody  of  the  Official  Receiver. 

The  filing  of  a  petition  by  a  creditor  is,  however,  except 
by  the  co-operation  and  consent  of  the  debtor,  much  slower 
in  its  operation.  It  must  be  based  upon  one  of  many  acts 
committed  or  suffered  by  the  debtor,  which  are  known  as 
acts  of  bankruptcy,  and  which,  to  be  available  for  the 
grounding  of  a  petition,  must  have  been  committed  within 
three  months  prior  to  the  filing  of  the  creditor's  petition. 
These  acts  of  bankruptcy  are  as  follows :  — 

(a)  If  in  England  or  elsewhere  he  (i.e.,  the  debtor)  makes 
a  conveyance  or  assignment  of  his  property  to  a 
trustee  or  trustees  for  the  benefit  of  his  creditors 
generally. 

(b)  If  in  England  or  elsewhere  he  makes  fraudulent  con- 
veyance, gift,  delivery,  or  transfer  of  his  property, 
or  any  part  thereof. 

(c)  If  in  England  or  elsewhere  be  makes  any  conveyance 
or  transfer  of  his  property,  or  any  part  thereof,  or 
creates  any  charge  thereon,  which  would  under  this 
or  any  other  Act  be  void  as  a  fraudulent  preference 
if  he  were  adjudged  bankrupt. 

(d)  If  with  intent  to  defeat  or  delay  his  creditors  he  does 
any  of  the  following  things — viz.,  departs  out  of 
England,  or,  being  out  of  England,  remains  out  of 
England,  or  departs  from  his  dwelling-house,  or 
otherwise  absents  himself,  or  begins  to  "keep" 
house,  i,e,,  to  remain  indoors,  and  denies  himself 
to  callers. 

(e)  If  execution  against  him  has  been  levied  by  seizure  of 
his  goods  under  process  in  an  action  in  any  Court,  or 
in  any  civil  proceedings  in  the  High  Court,  and  the 
goods  have  been  either  sold  or  held  by  the  sheriff  for 
twenty-one  days. 

(/)  If  he  files  in  Court  a  declaration  of  his  inability  to 
pay  his  debts,  or  presents  a  bankruptcy  petition 
against  himself. 

(g)  If  a  creditor  has  obtained  a  final  judgment  against 
him  for  any  amount,  and  execution  not  having  been 
stayed,  has  served  on  him  in  England,  or,  by  leave 
of  the  Court,  elsewhere,  a  bankruptcy  notice  under 
this  Act,  requiring  him  to  pay  the  judgment  debt  in 
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accordance  with  the  terms  of  the  judgment,  or  to 
secure  or  compound  for  it  to  the  satisfaction  of  the 
creditor  or  the  Court,  and  he  does  not  within  seven 
days  after  service  of  the  notice,  in  case  the  service  is 
effected  in  England,  and  in  case  the  service  is 
effected  elsewhere,  then  within  the  time  limited  in 
that  behalf  by  the  order  giving  leave  to  effect  the 
service,  either  comply  with  the  requirements  of  the 
notice,  or  satisfy  the  Cotirt  that  he  has  a  counter- 
claim, set-off,  or  cross  demand  which  equals  or 
exceed<s  the  amount  of  the  judgment  debt,  and  which 
he  could  not  set  up  in  the  action  in  which  the  judg- 
ment was  obtained.  And  any  person  who  is  for  the 
time  being  in  a  position  to  enforce  a  final  judgment 
shall  be  equally  able  to  present  a  petition. 

(h)  If  the  debtor  gives  notice  to  any  of  his  creditors  that 
he  has  suspended,  or  that  he  is  about  to  suspend, 
payment  of  his  debts. 

It  will  be  seen  that  the  scope  of  these  acts  of  bankruptcy 
covers  the  whole  range  of  possible  default  on  the  part  of  a 
debtor,  and,  sooner  or  later,  he  who  is  not  prepared  to  pay 
in  full  the  demand  of  a  creditor  or  creditors  who  are  in  a 
position  to  |>etition  can  be  brought  before  the  Court. 
Where  there  has  not  been  the  commission  of  some  active 
act  of  bankruptcy  the  serving  of  the  seven  days*  notics 
will,  in  default  of  payment,  create  one. 

But  even  assuming  an  available  act  of  bankruptcy  to  be 
existent,  a  creditor  is  not  entitled  to  present  a  petition 
unless — 

(i)  The  debt  owing  by  the  debtor  to  the  petitioning 
creditor,  or,  if  two  or  more  creditors  join  in  the 
petition,  the  aggregate  amount  of  debts  owing  to  the 
several  petitioning  creditors,  amount  to  fifty  pounds, 
&c. 

(2)  The  deht  is  a  liquidated  sum  payable  either  imme- 
diately or  at  some  certain  future  time  (as  in  the  case 
of  a  bill  of  exchange) ;  and 

(3)  The  act  of  bankruptcy  on  which  the  petition  is 
grounded  has  occurred  within  three  months  before 
the  presentation  of  the  petition ;  and 

(4), The  debtor  is  domiciled  in  England,  or  within  a  year 
before  the  date  of  the  presentation  of  the  petition  he 
has  ordinarily  resided  or  had  a  dwelling-house  or 
place  of  business  in  England. 

The  petition  being  filed  and  verified  by  affidavit,  the 
Registrar  of  the  Court  fixes  a  day  for  the  hearing  of  it, 
which  is  endorsed  upon  the  petition,  and  a  sealed  copy  of 
the  document  is  served  personally  upon  the  debtor  by  an 
officer  of  the  Court,  or  by  the  creditor  or  his  solicitor. 


If  personal  service  cannot  be  effected,  or  the  Court  is  satis- 
fied that  the  debtor  is  keeping  out  of  the  way,  it  may  order 
substituted  service  by  registered  letter^  or  upon  some 
inmate  of  his  house,  or  by  advertisement  in  the  public 
papers. 

Upon  the  hearing  of  the  petition  the  creditor  must 
attend,  unless  the  Court  has  made  an  order  dispensing 
with  his  attendance,  and  must  prove  his  debt,  as  well  as 
the  commission  by  the  debtor  of  the  act  of  bankruptcy 
upon  which  the  petition  is  grounded.  The  Court  may 
grant,  dismiss,  or  stay  the  making  of  a  receiving  order; 
dismissal  follows  inability  on  the  part  of  the  cxedaitor  to 
show  that  his  petitioning  debt  is  owing,  or  that  the  act  of 
bankruptcy  alleged  has  been  committed.  Where  the  act 
of  bankruptcy  relied  on  is  non-compliance  with  a  bank- 
ruptcy notioe,  and  the  debtor  is  able  to  show  that  he  has 
reasonable  ground  for  impeaching  the  judgment  which  his 
creditor  has  obtained  as  a  condition  precedent  to  the  service 
of  the  bankruptcy  notice,  and  alleges  that  he  has  appealed 
against  the  judgment,  the  Court  may  upon  such  terms  as  it 
may  impose  stay  the  bankruptcy  proceedings  pending  the 
hearing  of  the  appeal.  But  in  such  a  case  it  is  usual  to 
require  the  debtor  to  bring  into  Court  the  amount  required 
by  his  creditor,  or  to  give  security  for  it.  In  the  absence  of 
any  valid  reply  to  the  allegations  in  the  creditor's  petition, 
however,  the  Court  will  make  a 

Receiving  Order. 
The  immediate  effect  of  this  is  to  constitute  the  Official 
Receiver,  who  is  a  Board  of  Trade  official,  receiver  of  the 
property  of  the  bankrupt,  pending  the  general  body  of 
creditors  being  consulted.  It  also  operates  as  a  stay  of  all 
proceedings  against  the  debtor  or  his  estate.  If  the  sherifi 
is  in  possession  under  a  writ  of  execution  be  is  dispossessed, 
save  that  the  costs  of  the  execution  shall  be  a  first  charge 
upon  the  assets ;  but  if  before  the  proceedings  are  instituted 
he  has  seized  and  sold,  or  money  has  been  paid  him  to  avoid 
a  sale,  then  he  must  hold  such  proceeds  for  a  period  of 
fourteen  days,  and  if  within  that  period  he  receives  notice 
that  a  receiving  order  has  been  made,  the  sheriff  shall  pay 
the  balance  in  his  hands  to  the  Official  Receiver,  or  the 
trustee,  for  the  general  benefit  of  the  estate.  The  only 
exception  to  this  is  in  cases  where  the  execution  debt  is  for 
;^2o  ot  under,  when  the  sheriff  may  pay  over  to  the  execu- 
tion creditor  immediately  any  moneys  coming  to  his  hands, 
which  then  is  irrecoverable. 

The  making  of  the  receiving  order  must  be  gazetted,  and 
the  Official  Receiver  must  cause  a  sealed  copy  of  the  docu- 
ment to  be  served  upon  the  debtor.  One  result  of  a 
receiving  order  is  that  the  bankruptcy  of  the  debtor  shall  be 
assumed  to  have  commenced  at  the  date  of  any  prior  act  of 
bankruptcy  committed   within    three  months    before    the 
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making  of  the  receiving  order,  and  all  transactions  of  credi- 
tors with  the  debtor  during  that  period  come  under  the 
purview  of  the  receiver,  and  may  be  possibly  set  aside.  The 
general  trend  of  the  law,  however,  is  to  protect  transactions 
where  creditors  have  acted  bona  fids  and  have  had  no  notice 
of  the  existence  of  the  act  of  bankruptcy,  and  to  nullify 
transactions  where  the  reverse  is  the  case.  This  has  the 
effect  at  times  of  calling  into  question  and  subjecting  to 
examination  payments  and  transactions  which  may  partake 
of  a  fraudulent  nature,  or  may  at  least  constitute  what  is 
known  as  the  granting  by  the  debtor  to  one  of  his  creditors 
of  an  undue  preference.  The  latter  is  made  one  of  the 
allegations  under  the  terms  of  the  Act  of  1890  in  opposing 
the  discharge  of  the  debtor,  of  which  more  will  be  said  later 
on.  A  receiving  order  may  be  granted  under  Section  5  of 
the  Debtors  Act  in  place  of  committing  a  debtor  to  prison 
for  non-payment  of  a  judgment  debt. 

Official  Recover. 
It  it  can  be  shown  to  the  Court  at  any  time  after  a  petition 
has  been  presented,  and  before  it  has  been  heard  or  a 
receiving  order  made,  that  it  is  desirable  in  the  general 
interests  of  the  creditors  that  the  estate  shall  be  protected, 
the  Court  may  appoint  the  Official  Receiver  to  act  as  interim 
receiver  of  the  debtor's  property,  and  direct  him  to  take 
immediate  possession  of  it.  In  estates  with  assets  over  /300 
(i.e.,  of  that  estimated  realisable  value)  the  duty  of  the 
receiver  broadly  is  to  act  as  custodian  of  the  assets  until 
the  creditors  can  be  assembled,  and  to  take  steps  to  convene 
them.  In  estates  where  the  assets  are  of  less  value  than 
/300  the  Official  Receiver  may  apply  to  the  Court  to  make 
an  immediate  order  adjudicating  the  debtor  a  bankrupt,  aud 
the  Official  Receiver  thereupon  is  de  facto  the  trustee  of  the 
estate,  although  he  may  be  subsequently  removed  by  resolu- 
tion of  the  creditors  and  an  outside  trustee  appointed.  It 
will  be  seen,  therefore,  that  the  principle  of  the  Act  is,  upon 
the  making  of  the  receiving  order,  to  put  the  assets  in  the 
custody  of  the  law  until  decision  can  be  come  to  by  the 
creditors  as  to  the  steps  which  shall  be  taken.  Shortly,  the 
duties  of  the  receiver  are  the  interim  management  of  the 
estate,  to  summon  and  preside  at  the  first  meeting  of 
creditors,  to  issue  forms  of  proxy  for  use  at  the  meetings,  to 
report  creditors  as  to  any  proposal  made  by  the  debtor,  to 
advertise  the  receiving  order  and  the  dates  of  the  first 
meeting  and  of  the  debtor's  public  examination,  to  take 
part  in  the  examination,  and  to  act  as  trustee  during  a 
vacancy  in  the  office.  He  must  consult  the  wishes  of  the 
creditors  as  far  as  practicable  with  reference  to  the  manage- 
ment of  the  debtor's  property  pending  the  first  meeting,  and, 
beyond  disposing  of  perishable  goods,  it  does  not  fall  within 
his  duty  to  realise  the  assets.  The  Official  Receiver  may, 
while  in  charge  of  the  debtor's  estate,  make  the  debtor  such 
allowance  for  the  support  of  himself  and  his  family  as  he 


may  think  just.  He  shall  keep  a  Record  Book  and  Cash 
Book,  in  the  first  of  which  he  shall  record  from  day  to  day 
the  steps  which  he  has  taken  in  connection  with  the  insol- 
vency, and  in  the  latter  of  which  he  shall  record 
his  receipts  and  payments.  It  is  usual  for  him  to 
apply  to  the  Court  to  have  the  debtor's  letters  re-directed 
to  him,  and  he  must  give  the  debtor  instructions 
for  the  preparation  of  his  statement  of  affairs.  This 
statement  of  affairs  must  be  made  out  in  duplicate,  one 
copy  of  which  the  debtor  has  to  verify  by  affidavit.  The 
Official  Receiver  shall  file  the  verified  copy  in  Court,  and 
retain  the  other  for  his  own  use.  Permission  may  be  given 
for  the  appointment  of  some  person  to  assist  the  debtor  in 
the  preparation  of  his  statement  of  affairs,  and  discretion  is 
allowed  to  the  Official  Receiver  to  make  this  appointment 
and  fix  a  fee  for  the  service.  Having  received  the  state- 
ment of  affairs,  the  Official  Receiver  convenes  a  meeting, 
which  shall  be  held  as  soon  as  may  be  after  the  making  of 
the  receiving  order,  and  not  less  than  fourteen  days  there- 
after, by  giving  not  less  than  seven  days'  notice  in  the 
London  Gazette  and  in  a  local  paper.  He  shall  also  give 
notice  to  each  creditor  mentioned  in  the  debtor's  statement 
of  affairs,  and,  if  no  statement  has  been  lodged,  then  to  all 
creditors  of  whom  he  has  knowledge,  giving  the  time  and 
place  of  meeting.  With  this  notice  of  meeting  it  is  customary 
for  the  Official  Receiver  to  send  a  summary  of  the  debtor's 
statement  of  affairs,  if  lodged,  and  it  is  essential  that  he  shall 
at  the  same  time  send  a  form  of  proxy  to  be  used  by  the 
creditors  who  are  unable  to  be  present  personally.  In  the 
notice  convening  the  meeting  the  Official  Receiver  also  fixes 
the  dates  upon  which  the  creditors'  proof  of  debt  and  form 
of  proxy  shall  be  lodged  with  him. 

Proxies. 

Every  form  of  proxy  must  be  given  upon  the  form  issued 
by  the  Official  Receiver.  This  is  a  somewhat  cumbersome 
method,  which  is  due  to  the  fact  that  under  the  Act  of  1869, 
which  preceded  that  of  1883,  many  abuses  grew  up  in  the 
giving  and  obtaining  of  proxies,  in  which  a  discreditable 
traffic  existed  among  professional  men.  The  present  form 
of  proxy  is  in  two  parts : — (a)  General,  and  (b)  Special.  A 
general  proxy  can  only  be  given  to  the  Official  Receiver,  or 
to  some  person  in  the  regular  employ  of  the  creditor.  If 
given  to  any  other  person  it  must  be  in  the  form  of  a  special 
proxy,  which  is  usable  only  at  the  particular  meeting  for 
which  it  is  given,  or  any  adjournment  thereof,  and  must 
contain  the  specific  resolution  for  or  against  which  the 
holder  of  it  may  vote.  The  insertions  in  the  proxy  must  be 
in  the  handwriting  of  the  creditor  giving  it,  or,  if  the  inser- 
tions are  made  by  an  employee,  a  certificate  to  that  effect 
must  be  appended  and  signed  by  the  person  making  the 
insertions  that  they  have  been  made  at  the  request  and  upon 
the  instructions  of  the  creditor,  and  in  his  presence. 
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The  Official  Receiver  may  administer  oaths  in  the  verifi- 
cation of  proofs  of  debt,  and  in  dealing  with  proofs  for  the 
purposes  of  voting  he  has  all  the  powers  of  a  trustee  in 
respect  to  them ;  thus  he  may  admit  or  reject  proofs,  subject 
to  the  right  of  a  creditor  to  appeal  to  Court  if  he  is  of 
opinion  that  he  is  not  being  fairly  treated.  It  is  the  duty  of 
the  Official  Receiver  to  preside  personally  or  by  deputy  at 
the  first  meeting,  and  to  vote  as  proxy  for  any  creditors  who 
may  appomt  him.  He  must  take  minutes  of  the  meeting, 
and  file  a  copy  of  the  resolutions  passed  at  it.  If  at  the  first 
meeting  it  is  resolved  to  appoint  him  trustee  of  the  estate, 
then  he  acts  in  all  respects  as  would  an  outside  professional 
trustee,  if  he  were  appointed,  and,  as  I  shall  have  to  deal 
with  the  trustee's  duties  later,  I  will  defer  further  considera- 
tion of  it. 

It  is,  as  I  have  already  stated,  frequently  the  case  that  a 
debtor  resorts  to  Court  as  a  protection  from  attack.  He 
may  be  willing  to  offer  to  his  creditors  by  way  of  composi- 
tion more  than  they  can  reasonably  expect  to  realise,  and  in 
the  interval  between  the  making  of  the  receiving  order  and 
the  adjudging  of  him  as  a  bankrupt  an  opportunity  is 
allowed  him  to  carry  that  desire  into  effect,  and  even  after 
adjudication  he  may  do  the  same.  Inasmuch,  however,  as 
the  Board  of  Trade,  by  the  Act  of  1883,  re-established  the 
principle  that  it  is  the  right  and  duty  of  the  State  in  cases 
of  insolvency  to  have  regiird  to  questions  affecting  the  bank- 
rupt's conduct,  there  is  a  provision  that  if  any  facts  are 
prove  1  against  a  debtor  which  in  a  bankruptcy  would 
compel  the  Court  to  refuse,  suspend,  or  attach  conditions  to 
a  bankrupt's  discharge,  then  the  Court  must  refuse  its 
approval  to  a  debtor's  proposal,  unless  security  is  provided 
for  the  payment  of  not  less  than  7s.  6d.  in  the  £  on  all  the 
unsecured  debts,  plus  all  costs  and  preferential  claims. 
Within  four  days  of  submitting  the  statement  of  afi'airs,  or 
such  time  thereafter  as  the  Official  Receiver  may  fix,  the 
debtor  must,  if  he  wishes  to  offer  a  composition,  lodge  with 
the  Official  Receiver  in  writing,  duly  signed,  the  proposal 
embodying  the  terms  of  any  composition  or  scheme  which 
he  is  desirous  of  submitting  to  his  creditors.  It  is  the  duty 
of  the  Official  Receiver  to  send  to  each  creditor  before  the 
meeting  a  copy  of  this  proposal,  with  his  own  report  thereon, 
and,  subject  to  the  condition  already  stated  as  to  the  Court's 
sanction,  if  the  meeting  by  a  majority  in  number  and  three- 
fourths  in  value  of  all  creditors  who  have  proved  their  debts 
resolve  to  accept  the  proposal  it  shall  be  deemed  to  be  duly 
accepted,  and  on  approval  by  the  Court  shaft  bind  all  the 
creditors.  A  creditor  may  signify  his  assent  to,  or  dissent 
from,  the  proposal  by  a  letter  addressed  to  the  Official 
Receiver  in  a  prescribed  form. 

Adjudication. 
It  will  be  observed  that  up  to  this  time  the  debtor  has  not 
been  declared  a  bankrupt.    The  Court  may,  however,   at 


any  time  on  the  application  of  the  Official  Receiver,  if  it  is 
shown  that  the  debtor  has  failed  without  reasonable  excnse 
to  comply  with  the  requirements  of  the  Act,  adjudge  him  a 
bankrupt,  and  must  do  so  if  the  creditors  at  the  first  meet- 
ing or  any  adjournment  thereof  resolve  that  he  shall  be 
adjudged  bankrupt,  or  if  they  pass  no  resolution,  or  do  not 
meet,  or  a  composition  scheme  submitted  is  not  approved 
within  fourteen  days.  It  happens  not  infrequently  when  a 
debtor  has  presented  his  own  petition,  and  has  no  ofifer  of 
compasition  to  submit,  that  he  applies  for  and  is  granted  an 
immediate  order  of  adjudication.  Immediately  on  the 
order  of  adjudication  being  made  the  property  of  the  bank- 
rupt vests  in  the  trustee  (either  the  Official  Receiver  or  an 
outside  trustee)  and  becomes  divisible  among  his  creditors. 
As  I  have  already  said,  in  the  absence  of  any  other  appoint- 
ment, then  the  Official  Receiver  is  ex  officio  the  trustee. 

Public  Examination, 

As  soon  as  conveniently  may  be  after  the  receiving  order 
the  Court  must  appoint  a  day  for  the  examination  of  the 
debtor  as  to  his  conduct,  dealings,  and  property.  The 
debtor  must  attend  thereat,  and  the  Official  Receiver,  and 
any  creditor  who  has  tendered  a  proof  of  himself  or  by  his 
representative  authorised  in  writing,  may  examine  the  debtor 
as  to  his  afiiairs  and  the  causes  of  his  failure.  The  trustee 
and  the  Court  may  also  take  part  in  the  examination,  the 
debtor  being  upon  oath.  A  shorthand  note  of  the  evidence 
given  is  taken,  and  at  a  subsequent  date  the  transcript 
thereof  is  read  over  to  the  debtor  and  signed  by  him,  and  is 
then  placed  upon  the  file  of  the  Court.  Such  answers  as 
the  bankrupt  may  give  upon  his  public  examination  may  be 
subsequently  used  in  evidence  against  him.  Similarly,  upon 
the  application  of  the  Official  Receiver,  or  trustee,  the  Court 
may  summon  for  examination  on  oath  the  debtor*s  wife,  or 
any  person  known  or  suspected  to  have  in  his  possession  any 
assets  of  the  debtor,  or  who  may  be  thought  capable  of  giving 
information  generally  about  the  debtor  or  his  property.  And 
either  the  debtor  or  other  witness  not  attending  under  the 
summons  of  the  Court  is  liable  to  apprehension  by  warrant. 
The  debtor  is  compelled  to  answer  questions  relating  to  his 
assets,  even  though  his  answers  may  criminate  him.  To 
enable  the  Official  Receiver  exhaustively  to  examine  the 
bankrupt  he  is  compelled,  immediately  the  receiving  order  is 
made,  to  answer  certain  written  questions  dealing  with  the 
history  of  his  trading. 

Meanwhile,  the  creditors  meet  to  consider  any  offer  of 
composition,  and,  in  the  absence  of  an  offer,  to  appoint  a 
trustee  and  committee. 

Trustu, 

In  estates  with  assets  of  /300  or  upwards  it  is  quite 
customary  for  a  separate  trustee  to  be  appointed,  apart  from 
the  Official  Receiver,  and  it  is  usual  now  to  appoint  profes- 
sional accountants.    All  the  acts  of  the  trustee  during  his 
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tenure  of  office  are  held  to  be  valid,  even  though  the  adjudi- 
cation may  be  subsequently  annulled.  The  trustee  is 
appointed  by  ordinary  resolution  of  the  creditors— that  is,  by 
a  majority  in  value  of  the  debts  of  the  creditors  present  or 
duly  represented  at  the  meeting— or  the  creditors  may,  in 
the  alternative,  appoint  a  committee  of  inspection,  and 
delegate  the  appointment  of  the  trustee  to  that  body.  When 
appointed,  the  trustee  must  give  security  for  his  fidelity  to 
the  satisfaction  of  the  Board  of  Trade,  and  the  practice  has 
grown  up  of  accepting  the  bonds  of  well-recognised  guarantee 
societies  for  that  purpose.  Having  completed  his  security, 
the  Board  of  Trade  certifies  his  appointment  by  sending  his 
certificate  to  the  Official  Receiver  of  the  district  in  which 
the  bankruptcy  has  arisen,  and  the  receiver  thereupon 
places  such  certificate  upon  the  file  of  the  Court.  If,  how- 
ever, the  Board  of  Trade  object  to  the  appointment  of  a 
trustee,  either  on  the  ground  that  he  is  not  a  fit  and  proper 
person  ta  act  as  trustee,  or  that  the  appointment  has  not 
been  made  in  good  faith  by  a  majority  in  value  of  the 
creditors,  or  that  his  actions  with  or  relation  to  the  bankrupt 
or  his  estate,  or  to  any  particular  creditor,  make  it  difficult 
fbr  him  to  act  with  impartiality  in  the  interests  of  the 
creditors  generally,  they  may  refuse  to  certify.  There  is, 
however,  a  provision  that  if  requested  to  do  so  by  a  majority 
in  value  of  the  creditors,  the  Board  oi  Trade  shall  notify  the 
nature  of  their  objection  to  the  High  Court,  which  Court  shall 
decide  upon  its  validity.  It  is  a  sufficiently  good  objection 
against  a  trustee  that  he  has  been  previously  removed  from 
a  similar  office  for  misconduct  or  neglect  of  duty.  The 
appointment  of  the  trustee  takes  efiect  from  the  date  of  his 
certificate.  His  duty  is  with  all  diligence  to  get  into  cash 
the  assets  belonging  to  the  bankrupt,  and  in  due  time  to 
make  a  rateable  division  of  them.  He  must  carefully 
scrutinise  every  proof  of  debt  or  other  claim  upon  the  estate, 
and  satisfy  himself  before  its  admission  that  it  is  valid.  He 
may  reject  a  proof  subject  to  the  creditors'  right  of  appeal 
to  Court.  In  other  points  he  must  act  in  his  office  as  a 
faithftil  trustee,  and  as  thoroughly  as  a  reasonable  business 
man  may  be  expected  to  act  in  the  conduct  of  his  affairs. 

Commiitee  of  InsptctUm, 
To  act  Mfith  the  trustee  is  usually  appointed  a  committee 
of  inspection,  numbering  not  less  than  three  nor  more  than 
five,  who  must  be  either  creditors  or  the  holders  of  genM'al 
proxies  or  general  powers  of  attorney  from  creditors.  No 
creditor  or  representative  of  a  creditor  shall  be  qualified  to 
act  on  the  committee  until  that  creditor's  debt  is  proved. 
Geaerally  the  powers  of  a  committee  are  to  control  and 
direct  the  trustee  in  the  realisation,  and  to  fix  his 
remuoeratioo. 

Where  no  conmiittee  of  inspection  is  appointed  by  the 
creditors,  then  it  is  the  duty  of  the  Board  of  Trade  to  act 
as  a  committee,  to  whom  the  trustee  must  refer  for  decision 


all  matters  which  in  the  ordinary  course  are  within  the 
decision  of  a  committee  of  inspection.  Under  ordinary 
conditions  no  member  of  the  committee  of  inspection  may 
receive  out  of  the  estate  any  payment  whatever,  other  than 
a  refund  of  legitimate  travelling  expenses  entailed  by  his 
attendance  at  meetings  of  the  committee.  But  where  a 
member  has  rendered  any  special  services  in  the  administra- 
tion of  the  estate,  the  Court  may  upon  application  order 
that  a  specified  payment  may  be  made  to  him.  There  is  a 
provision  in  the  Act  that  the  committee  shall  meet  at  such 
time  as  they  shall  appoint,  and,  failing  such  appointment, 
once  a  month ;  but,  as  a  matter  of  practice,  this  rule  is  not 
observed.  A  member  of  committee  vacates  his  office  if  he 
becomes  bankrupt,  or  arranges  with  his  creditors,  or  is 
absent  from  five  consecutive  meetings. 

Accounts, 
The  trustee  must  keep  in  a  form  specified  in  the  Act  a 
record  of  his  receipts  and  payments,  and,  unless  the  com- 
mittee of  inspection  shall  so  determine,  all  moneys  realised 
from  the  estate  must  be  paid  by  him  to  the  Bankiuptcy 
Estates  Account  of  the  Board  of  Trade,  which  is  kept  at 
the  Bank  of  England.  He  may  not  make  disbursements 
out  of  moneys  in  his  hands,  but  must  pay  to  the  bank  the 
gross  proceeds,  and  make  formal  application  for  cheques  in 
payment  of  outgoings. 

Every  six  months  from  the  date  of  the  bankruptcy  he 
must  send  in  duplicate  to  the  Board  of  Trade  copies  of  his 
accounts  verified  by  affidavit,  and  certified  as  audited  by 
the  committee  of  inspection,  and  the  Board  of  Trade 
officials  again  examine  them  with  vouchers  and  with  the 
original  statement  of  afiairs,  and  upon  any  matters  which 
are  in  doubt,  or  which  call  for  explanation,  requisitions  are 
directed  to  the  trustee,  who  is  compelled  to  answer  them. 
And  when  the  Board  of  Trade  is  satisfied  that  the  accounts 
are  correct,  the  Inspector-General  issues  a  certificate  to  that 
efifect,  and  up  to  that  date  the  accounts  are  passed  as 
correct.  At  each  audit  the  trustee  must  also  send  a  report 
upon  the  position  of  the  estate,  showing  the  assets  which 
have  been  realised  and  those  which  remain  outstanding, 
assigning  reasons  why  they  have  not  been  got  in,  and  deal- 
ing with  other  matters  connected  with  administration.  The 
control  of  the  Board  of  Trade  over  the  trustee  in  the  duties 
of  his  office  is  absolute.  Should  he  refuse  or  n^lect  to 
comply  with  the  provisions  of  the  Act,  or  to  give  in  reply  to 
reasonable  inquiries  the  fullest  information,  the  Board  of 
Trade  may  remove  him  from  his  office,  subject  to  the  con- 
dition that  he  has  a  right  to  be  heard  in  Court  against  the 
removal.  This  close  sciutiny  of  accounts  and  proceedings, 
and  the  fact  that  the  Board  of  Trade  has  always  an  open 
ear  to  the  complaints  of  creditors,  undoubtedly  has  the 
efifect  of  ensuring  honest  administration  in  the  vast  majority 
of  cases. 
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In  addition  to  the  Cash  Book,  the  trustee  must  keep  a 
Record  or  Minute  Book  of  the  various  steps  taken  in  the 
administration  of  the  bankrupt's  estate.  The  minutes  from 
time  to  time  are  signed  by  the  committee  of  inspection,  and 
the  trustee  is  debarred  from  doing  anything  which  involves 
the  estate  in  expense  without  such  sanction.  He  may  not, 
for  instance,  retain  the  services  of  solicitor  or  auctioneer 
without  a  resolution  of  the  committee,  and  in  the  case  of  a 
solicitor  the  resolution  must  define  specifically  the  purposes 
for  which  the  retainer  is  given,  and  upon  that  retainer  only 
will  the  taxing-master  issue  an  allocatur  for  the  costs 
incurred. 

Dividends. 

When  a  trustee  has  dealt  with  the  proofs  of  debt,  which 
he  must  do  within  twenty-eight  days  from  receiving  them, 
he  must  mark  upon  the  face  of  them  whether  he  admits  or 
rejects  them  in  whole  or  in  part,  and,  having  given  notice  to 
this  effect  to  the  creditors,  the  proofs  are  placed  on  the  file 
of  the  Court. 

The  Act  provides  that  the  first  dividend  shall  be  declared 
within  four  months  from  the  commencement  of  the  bank- 
ruptcy. That  in  practice  is  found  to  be  an  undesirable 
limitation,  for  the  reason  that  in  many  instances  it  is  not 
possible  to  make  the  declaration  within  that  period.  When 
a  dividend  is  about  to  be  declared  the  trustee  sends  to  the 
Board  of  Trade  a  notice  of  his  intention,  fixing  a  date  as  a 
limit  of  time  within  which  proofs  of  debt  will  be  received 
from  creditors  who  have  not  already  proved,  and  the  Board 
of  Trade  causes  such  notice  to  be  inserted  in  the  London 
Gazette.  Concurrently  he  must  give  a  similar  notice  to 
every  creditor  who  is  mentioned  in  the  statement  of  affairs, 
but  who  has  not  proved  his  debt,  that  he  will  be  excluded 
from  benefit  of  dividend  if  he  dees  not  within  the  period 
fixed  lodge  a  sworn  proof  of  his  claim.  When  the  date 
limited  arrives  the  trustee  deals  with  any  further  proofs 
which  have  come  to  his  hands,  and  places  them  also  upon 
the  file.  Having  now  ascertained  the  total  of  the  liabilities, 
and  knowing  the  balance  available  for  distribution,  he  pro- 
ceeds to  declare  his  dividend.  Again,  he  must  give  notice  of 
the  dividend  so  declared,  with  the  amount  of  it,  and  the 
date  of  its  payment,  and  this  notice  is  also  inserted  by  the 
Board  of  Trade  in  the  Gazette,  From  the  Registrar  of  the 
local  Court  in  which  the  proofs  are  filed  the  trustee  then 
obtains  a  certified  list  giving  the  names  of  creditors  whose 
proofs  are  before  the  Court,  with  the  amounts  of  their 
respective  debts,  and  against  each  item  the  dividend  pay- 
able upon  it  is  placed,  and  the  document  is  then  sent  to  the 
Board  of  Trade  as  an  application  for  the  issue  of  dividend 
cheques.  Notice  of  the  dividend  declared  is  sent  to  each 
creditor  who  has  proved,  and  who  must  before  receiving 
their  dividends  produce  any  bills  of  exchange  or  other 
securities  held  by  them,  and  which  are  to  be  surrendered. 


All  dividends  being  paid,  the  trustee  is  then  in  a  position  to 
close  the  estate  and  apply  for  his  release. 

Release. 

With  the  notice  of  dividend  he  is  compelled  to  issue  a 
statement  of  his  cash  receipts  and  payments  in  the  form  set 
out  in  the  Act.  And  if  one-sixth  in  value  of  the  creditors 
object  to  the  amount  of  his  remuneration  the  Board  of  Trade 
will,  upon  a  requisition  being  presented  to  them,  consider 
and,  if  thought  fit,  revise  the  amount.  Together  with  this 
notice  an  intimation  is  sent  to  each  creditor  that  it  is  the 
intention  of  the  trustee  to  apply  for  his  release  from  his 
trust,  so  that  the  creditors  may  have  the  opportunity  of 
objecting,  should  any  reason  exist  for  doing  so.  The  trustee 
then  sends  to  the  Board  of  Trade  copies  of  the  account  and 
notice  of  the  intention  to  apply  for  his  release,  as  issued  to 
the  creditors,  accompanied  by  a  formal  application  for 
release.  It  is  customary  for  the  Board  of  Trade  to  refrain 
from  dealing  with  the  application  for  a  period  of  about  three 
months,  so  that  if  in  the  interval  any  information  should 
come  to  their  knowledge  which  in  their  opinion  renders  it 
inadvisable  to  grant  the  release  it  may  be  refused.  The 
reason  for  this  is  that  the  release  discharges  the  trustee 
from  all  liability  in  respect  of  any  act  done  or  default  made 
by  him  in  the  administration  of  the  bankrupt's  estate,  unless 
it  can  be  shown  that  the  order  of  release  was  obtained  by 
fraud  or  the  suppression  or  concealment  of  any  material 
fact.  If  within  the  period  mentioned  no  valid  objection  is 
lodged  the  release  is  granted,  and  the  trustee  ceases  from  his 
duties,  and  all  matters  connected  with  the  estate  thereibre 
ai^  dealt  with  by  the  local  Official  Receiver,  who,  as  already 
stated,  is  ex  officio  trustee  of  all  the  bankrupt  estates  where 
no  other  trustee  exists. 

Trustee's  Remuneration. 

Where  there  is  a  committee  of  inspection  the  remuneration 
of  the  trustee  is  fixed  by  that  body,  and,  where  no  com- 
mittee exists,  by  the  Board  of  Trade.  It  is  based  ingeniously 
on  two  commissions:  (i)  Upon  the  amount  realised  and 
brought  to  credit,  and  (2)  upon  the  amount  distributed  by 
way  of  dividend.  The  result  of  this  is,  or  ought  to  be,  to 
induce  the  trustee  to  realise  from  the  assets  the  utmost 
possible  amount,  and,  having  realised  it,  so  to  keep  down 
expenses  that  he  may  distribute  as  much  as  possible.  The 
rate  of  commission  is  governed  entirely  by  the  facts  of  each 
particular  case.  The  average  of  such  commissions  may 
probably  be  taken  as  5  per  cent,  on  assets  realised  and  3  per 
cent,  on  dividends  distributed.  Regard  will,  however, 
usually  be  had  to  the  amount  of  time  which  it  has  been 
necessary  for  the  trustee  and  his  staff  to  expend  upon  the 
particular  matter.  It  happens  not  infrequently  where  the 
assets  are  small  that  lengthy  and  onerous  investigations 
have  to  be  made  into  the  bankrupt's  conduct  and  trading, 
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SO  that,  to  properly  remunerate  the  trustee,  commissions  of 
20,  30,  and  40  per  cent,  each  way  may  have  to  be  allowed. 

Punishment  of  Fraudulent  Debtors. 
The  Debtors  Act,   1869,  for  the  purpose  of  punishing 
fraudulent  debtors  has  to  be  read  and  construed  with  the 
Bankruptcy  Act  of  1883. 

I  do  not  propose  to  weary  you  by  quoting  at  length  the 
sections  of  the  Act,  which  is,  unfortunately,  not  used  as 
much  as  it  might  and  should  be.  But  I  will  give  you  shortly 
the  conditions  ttnder  which  a  prosecution  will  lie,  and,  if  the 
debtor  is  found  guilty,  he  shall  be  liable  to  imprisonment, 
with  or  without  hard  labour,  for  not  more  than  two  years. 
There  is,  however,  in  most  of  the  clauses,  as  in  your  own 
Debtors  Act.  1880,  a  provision  that  the  prosecutor  must, 
concurrently  with  the  establishment  of  the  facts,  satisfy  the 
jury  that  the  defendant  intended  to  defraud  or  to  defeat  thejaw. 
The  provisions,  summarised,  are  as  follows,  and  I  under- 
stand that  they  much  resemble  the  ofifences  detailed  under 
Scots  law : — 

(i)  If  a  bankrupt  does  not  disclose  to  his  trustee  all  his 
property. 

(2)  If  hedoes  notdeliverup  all  his  books, documents,  &c., 
^  relating  to  his  property,  or  prevents  their  production , 

or  conceals,  destroys,  mutilates,  or  falsifies  any  such 
books,  or  makes  any  false  entries  in  them. 

(3)  If  after  presentation  of  a  petition,  or  within  four 
months  previously,  he  conceals  any  part  of  his 
property  to  the  value  of  /lo,  or  any  debt  due  from 
him. 

(4)  If  within  a  similar  period  he  fraudulently  removes 
any  part  of  his  property  to  the  value  of  £10  or 
upwards. 

(5)  If  he  makes  any  material  omission  in  any  statement 
relating  to  his  affairs. 

(6)  If  knowing  or  believing  that  a  false  debt  has  been 
proved  against  his  estate  he  fails  for  a  period  of  a 
month  to  inform  his  trustee. 

(7)  If  within  the  aforementioned  period  of  four  months, 
or  after  presentation  of  a  petition,  he  attempts  to 
account  for  part  of  his  property  by  fictitious  losses 
or  expenses. 

(8)  If  within  four  months  he  obtains  property  on  credit 
by  false  representations  and  has  not  paid  for  same. 

(9)  If  within  four  months  he  pawns  or  disposes  of  an^ 
property  other  than  in  the  ordinary  way  of  trade  for 
which  he  has  not  paid. 


(10)  If  he  is  guilty  of  obtaining  the  consent  of  his 
creditors  to  any  arrangement  by  false  representation 
or  other  fraud. 

(11)  If  within  four  months  be  quits  England  and  takes 
with  him,  or  makes  preparation  for  taking  with  him 
any  part  of  his  property  of  the  value  of  £20  or 
upwards  which  ought  to  be  divided  amongst  his 
creditors. 

The  debtor  is  also  liable  to  imprisonment  for  any  time  not 
exceeding  one  year  if  (i)  in  incurring  any  debt  he  has  obtained 
credit  by  false  pretences  or  other  fraud ;  (2)  with  intent  to 
defraud  his  creditors  has  made  any  gift,  delivery,  or  transfer 
of  his  property ;  (3)  with  intent  to  defraud  his  creditors  has 
concealed  or  removed  properly  within  two  months  before  the 
date  of  an  unsatisfied  judgment. 

The  Court  may  commit  any  debtor  for  trial  where  there  is 
reasonable  evidence  of  any  of  these  offences,  and  upon  com- 
mittal it  shall  be  the  duty  of  the  Public  Prosecutor  to  carry 
on  the  prosecution.  The  whole  difficulty,  however,  centres 
in  the  proof  of  intent  to  defraud,  which  renders  nugatory  much 
of  the  power  bestowed,  and  it  would  appear  that  at  least  the 
onus  of  proving  an  absence  of  intention  to  defraud  should  lie 
upon  the  defendant. 

Fraudulent  Preference. 

If  within  three  months  prior  to  the  presentation  of  a  bank- 
ruptcy petition  the  debtor  has  transferred,  conveyed,  or 
mortgaged  any  of  his  property  to  any  creditor  with  a  view  of 
giving  such  creditor  a  preference  over  the  other  creditors, 
the  transaction  shall  be  deemed  fraudulent  and  void  as 
against  the  trustee.  But  such  transactions  cannot  be  avoided 
if  it  is  clear  that  they  were  entered  into  to  relieve  bond  fide 
pressure  by  the  creditor.  The  dominant  intention  of  the 
debtor  must  be  to  prefer  the  particular  creditor,  and  the 
onus  of  proof  of  that  intention  lies  on  the  trustee.  But 
where  a  payment  has  been  made  to  relieve  a  surety,  or  to 
make  reparation  for  a  past  wrong,  such  as  a  breach  of  trust, 
the  payment  is  protected  and  unassailable.  All  the  same, 
such  undue  preferences,  though  not  voidable,  may  be  made 
a  ground  for  refusing  the  debtor's  discharge. 

Discharge, 

A  bankrupt  may  apply  for  his  discharge  at  any  time  after 
his  public  examination  has  been  concluded.  Before  the 
hearing  of  the  application  the  Official  Receiver  must  lodge 
upon  the  file  of  the  Court  a  report  upon  the  bankrupt's 
conduct  and  affairs,  including  his  conduct  during  the 
administration.  If  the  bankrupt's  assets  equal  los.  in  the  /, 
and  he  has  not  been  guilty  of  any  of  the  misdemeanours 
under  the  Debtors  Act,  the  Court  has  discretion  to  grant 
an  immediate  and  unconditional  discharge.    But  if  these 
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conditions  do  not  obtain,  or  if  he  has  not  kept  proper  books,  or 
has  contributed  to  his  insolvency  by  rash  and  hazardous 
speculations  or  extravagance,  or  has  continued  to  trade 
after  knowledge  of  insolvency,  or  brought  vexatious 
actions,  or  has  defended  vexatious  actions,  or  been  guilty 
of  other  reprehensible  conduct,  the  Court  may  not  grant 
an  absolute  discharge,  but  must  either  refuse  it  or 
suspend  it  for  not  less  than  two  years,  or  impose  conditions, 
such  as  entering  up  judgment  against  the  bankrupt  for  a 
fixed  sum.  The  creditors  must  have  fourteen  days'  notice 
of  the  application  for  discharge,  and  may  attend  and  oppose. 
Even  if  granted,  the  discharge  does  not  release  the  bankrupt 
from  debts  to  the  Crown,  or  recognisances  from  liabilities 
for  fraud  or  breaches  of  trust,  nor  from  damages  for  breach 
of  promise,  &c.  It  is  a  valid  objection  to  the  granting  of  a 
discharge  that  the  debtor  has  entered  into  a  voluntary  settle- 
ment, in  consideration  of  marriage,  of  money  or  property 
which  he  did  not  possess,  or  when  his  assets  were  insufficient 
to  meet  his  liabilities. 

Until  a  bankrupt  obtains  his  discharge  he  has  no  protec- 
tion from  the  law.  All  assets  which  he  may  subsequently 
acquire  are  liable  to  be  seized  by  the  trustee  in  the  first 
bankruptcy,  and  this  fact  frequently  creates  considerable 
difficulty,  inasmuch  as  his  new  creditors  may  give  credit  in 
perfect  good  faith,  and  without  knowledge  that  their  debtor 
is  an  undischarged  bankrupt,  and  consequently  lose  every- 
fhing.  It  is  almost  certain  that  some  remedy  will  be 
attempted  in  this  direction  on  behalf  of  the  new  creditors 
when  the  next  Bankruptcy  Act  is  passed. 

Disclaimer, 
One  advantage  in  bankruptcy  is  that  the  trustee  has  the 
right,  with  the  assistance  of  the  Court,  of  disclaiming 
onerous  property — such  as  land  which  is  burdened  with 
onerous  covenants,  or  stock  or  shares  in  companies  which 
have  any  liability  for  calls,  or  unprofitable  contracts — and 
this  disclaimer  by  the  trustee  operates  as  a  renunciation  of 
all  the  rights,  interests,  and  liabilities  of  the  bankrupt  in 
respect  of  the  property  disclaimed.  The  Court  may  allow  in 
consequence  of  the  disclaimer  such  claim  upon  the  estate  by 
way  of  proof  as  it  may  consider  just. 

General, 

The  basis  of  the  present  Act,  according  to  Mr.  Chamber- 
lain, who  had  charge  of  the  measure,  is  an  attempt  to  ensure 
first  the  honest  administration  of  bankrupt  estates,  and 
consequently,  following  the  idea  that  prevention  is  better 
than  cure,  to  do  something  to  improve  the  general  tone  of 
commercial  morality.  '*In  other  words,"  he  said,  '*as  far 
<*  as  possible  to  protect  the  salvage  and  diminish  the  number 
*'  of  wrecks.*' 

In  comparison  with  previous  Acts,  the  present  Act  of  1883 
errs  in  the  direction  of  making  the  administration  more 


official    than    formerly,   and    depriving  creditors  of  some 
discretion  which  they  think  they  should  have. 

Reforms. 
There  should,  in  my  view,  be  an  extension  of  the  ptmitix-e 
powers  contained  in  the  Debtors  Act.  It  ought  not  to  be. 
as  I  have  already  stated,  for  the  creditors  to  prove  an  intent 
to  defraud,  but  for  the  debtor  to  show  that  in  certain  ques- 
tionable transactions  he  had  no  such  intention.  Particular 
care  should  be  taken  to  make  it  an  offence  that  proper 
records  of  trading  have  not  been  kept.  I  do  not  mean 
ornamental  double-entry  books,  but  I  would  require  at  the 
hands  of  every  insolvent  debtor  that  he  should  have  made  a 
complete  record  of  all  cash  transactions,  of  all  goods  bought 
and  sold,  and  that  he  should  have. a  periodical  stocktaking. 
That,  more  than  anything  else,  would  prove  whether  there 
was  or  was  not  in  certain  given  transactions  an  attempt  to 
deffaud,  or  at  least  such  a  criminal  neglect  of  obvious  facts 
as  to  amount  to  fraud.  Punishment  of  debtors  also  should 
be  short  and  sharp,  and  not  lingering.  I  hold  the  view  that 
to  leave  a  man  undischarged  under  present  conditions  is  as 
dangerous  to  the  trading  community  as  a  derelict  vessel 
drifting  about  in  a  fair- way.  He  should  not  be  allowed  to 
escape  the  consequences  of  wrongdoing,  but  it  should  in  my 
view  be  the  aim  of  every  insolvency  law,  as  soon  as  may  be 
in  the  interests  of  everyljody  concerned,  to  rehabilitate  a 
man  as  a  responsible  citizen. 

Further,  some  remedy  requires  to  be  applied  in  our 
English  law  to  insure  that  a  private  arrangement  agreeable 
to  all  the  parties,  and  made  in  cases  where  there  has  been 
no  actual  wrongdoing,  should  have  the  sanction  of  the 
Court.  At  present,  however,  in  an  estate  with  half  a 
million  of  liabilities  and  ten  thousand  creditors,  where  a 
dividend  of  19s.  in  the  £  is  likely  to  be  paid,  one  credltorfor 
/50,  or  several  whose  debts  amount  to  that  sum,  may,  as  an 
alternative  to  being  bought  off,  thrust  the  estate  into  the 
Bankruptcy  Court,  with  all  the  consequent  publicity  and 
some  delay. 

The  costs  of  bankruptcy  are  more  than  under  sach  a 
private  arrangement.  Ordinarily  the  l^;al  costs  of  filing  a 
petition  vary  from  /17  or  ;f  18  to  £37  or  £38,  The  Board 
of  Trade,  however,  take  fees  on  various  occasions.  Thus. 
though  there  is  a  separate  trustee,  the  Official  Recei^'er 
charges  is.  each  for  every  notice  sent  to  creditors,  and  is. 
for  seats  for  each  creditor  summoned  to  a  meeting,  whether 
the  creditors  are  present  or  not.  The  public  examination 
also  involves  a  somewhat  expensive  shorthand  note  which 
is  rarely  used,  while  there  is  an  ad  valorem  audit  fee  payable 
to  the  Board  of  Trade  of  £1  per  cent.  Taken  in  the  main, 
however,  the  difference  in  costs  between  private  arrange- 
ment and  bankruptcy  is  not  material. 

The  only  person  who  has  a  right  to  seize  assets  which  is 
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paramount  to  the  Official  Receiver  is  the  landlord  of  the 
debtor's  premises,  and  he  may  distrain  for  rent  accrued  due 
at  any  time  during  the  prooaedings,  with  the  proviso  that  if 
distraint  is  levied  after  the  commencement  of  the  proceed- 
ings his  remedy  is  limited  to  payment  in  fall  of  six  months' 
rent. 

Conclusion, 

I  feel  that  this  is  a  subject  which  it  is  exceedingly  difficult 
to  make  interesting.  Any  consideration  of  insolvency 
scarcely  lends  itself  to  light  rapier  play  or  a  successful 
badinage.  It  is,  however,  a  subject  of  the  deepest  impor- 
tance to  the  commercial  community,  when  it  is  remembered 
that  in  England  and  Wales  alone  there  is  a  net  annual  less 
to  creditors  by  insolvent  estates  of  nearly  nine  millions  per 
annum.  I  could  not,  except  by  speaking  at  great  length, 
enter  into  more  detail,  but  if,  in  the  course  of  a  subsequent 
discussion,  questions  are  directed  to  me  upon  any  particular 
points  I  shall  be  glad  to  give  all  the  information  in  my 
power. 


Peraonal. 


Mr.  Alexander  Maclcay,  C.A  ,  Broughty  Ferry,  has  besn 
appointed  a  Justice  of  the  Peace  fer  the  county  of  Forfar. 

Messrs.  Thomson,  Jackson,  Gourlay  and  Taylor,  C.A., 
24  G«ocge  Square,  Glasgow,  the  trustees  on  the  sequestrated 
estate  of  William  Douglas  Caimey,  C.A.,  45  Renfield  Street, 
Glasgow,  and  residing  at  2  North  Park  Terrace,  Kelvinside. 
Glasgow,  intimate  that  a  first  dividend  will  be  paid  to  the 
creditors  on  and  after  5th  August. 


Beottith  latolveaoiet. 


For  the  week  ending  22nd  June  the  number  of  insolvencies 
reported  in  Scotland  was  24,  as  compared  with  30  in  the 
corresponding  week  of  last  year.  The  trust  deeds  numbered 
14,  as  compared  with  18  ;  the  sequestrations  4,  as  compared 
with  3  ;  and  the  petitions  for  cessio  6,  as  compared  with  9. 
The  total  number  of  insolvencies  for  the  twenty-five  weeks 
of  the  year  is  695,  as  compared  with  650  in  the  corresponding 
period  of  last  year — the  trust  deeds  numbering  347  against 
321.  the  sequestrations  131  against  152,  and  the  petitions 
for  cessio  217  against  177.  Of  the  14  trust  deeds  reported 
daring  the  week,  6  were  granted  in  favour  of  Chartered 
Accountants.  Three  voluntary  liquidations  of  limited 
liability  companies  were  gazetted  during  the  week,  making 
a  total  of  68  (or  the  twenty-five  weeks. 


Golf. — Tbe  tie  for  the  gold  championship  ol  Notts 
between  Mr.  T.  G.  MeUors.  F.C.A..  and  Mr.  J.  S.  Bridgett  as 
the  result  of  their  scores  returned  in  the  Union  meeting  held 
at  Bulwell  on  June  ist,  was  played  off  on  the  14th  inat.  over 
the  Bulwell  links.  Another  36-holes  competition  was  played, 
and  the  contest  was  exceedingly  keen  and  close  throughout, 
as  may  be  judged  from  the  fact  that  Mr.  Mellors  gaine<l 
the  honour  only  by  the  narrow  margin  of  one  stroke. 
Mr.  Mellors  merits  the  heartiest  congratulations  of  all 
local  golfers  on  his  success,  and  a  more  popular  champion 
it  would  be  impossible  for  tbe  county  to  provide.  He  is  a 
thorough  sportsman  in  e^eiy  sense  of  the  word— as  the 
recent  meeting  only  too  well  i»oired-— and  ponwmtiing  that 
virtue  not  at  all  comaK>n  among  golfers,  a  genial  tempen* 
ment,  he  meets  his  defeats  witfh  the  same  complaoency  as 
he  takes  his  victories,  and  one  will  be  only  too  pleased  to 
see  Mr.  Mellors  as  county  champion  on  future  occasions. — 
Nottingham  Daily  Express, 


Aeetlna  tot  tbe  ensuitio  TISleeli. 


Monday  —  Institute    of    Chartbrbd    Accountants. 
Library  and  Publication  Committee,  at  2.30  p.m. 


(ri)artere&  Bccountanta'  (Bolt  (Club« 


Results  of  competitions  played  at  Sandwich  and  Deal  on 
the  20th  and  21st  June  last,  by  kind  permission  of  the  Royal 
St.  George's  and  Cinque  Ports  Golf  Clubs : — 

Bogey  Competitlofi  at  Sradwicb,  en  aoth  Jtwe. 

1.  H.Dennis 6  down 

2.  A.  J.Kelleway        7    .. 

Eclectic  Medal  Competition   at  Deal,  »i8t  June. 

1.  A.  J.Kelleway 84  -  5    =  79 

2.  Sir  J.  G.  Craggs 85  -  4J  =  804 

T.  G.  Mellors 80  +  ij  «  8i4 

J.  Lordan 88  -  6    =  82 

J.  W.  torber       86  -  aj  =  83^ 

W.  W.  Read         88  -  4    =  84 

H.Dennis 92  -  7    =  85 

H.F.  Turner       88  -  2i  =  85J 

R.  S.  Bain 90  -  3*  »  86J 

H.  W.  D.  Soper 91-3-88 

G.  C.  Proctor       . ;  90  -  2    «  88 

ClareSmith         94  -  4l  =  89* 

There  were  twenty  competitors,  but  the  windy  weather 
was  agfUBst  low  sooriag. 
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In  the  Cornhill  Magazine  for  July  Mr.  A.  E.  W.  Mason 
continues  his  novel  "The  Broken  Road,"  while  the  opening 
chapters  of  "  Wroth,"  a  story  of  the  Byronic  period,  are  contri- 
buted by  Agnes  and  Egerton  Castle.  Mr.  Arthur  C.  Benson  also 
begins  a  causerie  under  the  title  "  At  Large."  "  A  Girl  of  the 
Reform  Bill,"  by  S.  G.  Tallentyre,  contrasts  domestic  life  in  1830 
with  that  of  to-day.  Dr.  W.  H.  Fitchett,  in  the  first  of  three 
articles  "  Amongst  the  Mutiny  Cities  of  India,"  revives  the  great 
memories  that  cling  about  Delhi.  In  "  My  Cousin  the  Book- 
binder," an  imaginary  monologue,  time  1824,  Mr.  E.  V.  Lucas 
shows  us  Elia  through  his  kinsman's  eyes.  Canon  Bamett  writes 
on  "The  Recreation  of  the  People,"  and  Major  G.  F.  MacMunn, 
D.S.O.,  R.F.A.,  on  "  Outlaws  of  Yesterday."  telling  how  the  Boers 
have  now  determined  to  fulfil  their  destiny  under  the  British 
flag,  and  throwing  many  sidelights  on  the  course  of  the  war.  In 
"  The  Personality  of  Edward  VI."  Sir  Clements  R.  Markham, 
K.C.B.,  touches  on  a  theme  that  has  long  escaped  true 
appreciation. 


Xanft  Hate  of  snsconnt. 

Oct.  19th  1906 6% 

Jan.  17th  1907  5% 

April  nth  1907 4i% 

,.    25th  1907 4% 
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Note  as  to  the  references  in  the  following  Reports. 
K.B.D.— -King's  Bench  Division;  W.N.— Weekly  Notes; 
Reports;  L.T.— Law  Times  ;  S.J. —Solicitors' Journal. 


L.R. — Law  Reports;     Ch.D.— Chancery  Division; 
T.L.R. — Times    Law    Reports;    L.J. — Law    Joaroal 


Bankruptcies  and  Insolvencies. 

COURT  OF  APPEAL. 
December  13. 
(Before   Vaughan   Williams,   Fletcher   Moulton.   and 
Buckley,  L.JJ.) 
Re  Brind. 
Bankruptcy— Bankruptcy    Notict —Judgment    on    Claim    and 
Counter-claim  in  favour  of  two  Plaintiffs  and  in  favour  of 
two  other  Persons,  Defendants  in  Counter-claim— Bank- 
ruptcy Act,  1883  (46  <&•  47  Vict,  c,  52),  s.  4,  subuc.  i  {g). 
Appeal  from  a  receiving  order  made  by  one  of  the  regis- 
trars.    An.  action  was  broughit  by  Percy  Allen  and  W. 
Stanley  Garner  against  the  debtor  for  ;^ioo  money  lent. 
Defendant  set  up  a  counter-claim  against  the  two  plaintiffs 
and   also  against  two  other  persons,   James   Allen  and 
Krnest  Allen.    Judgment  was  given  in  favour  of  the  plain- 
tiffs on  the  claim  and  counter-claim  for  ;^io6  ixs.  7d.,  and 
;^i35  i6s.  id.  costs,  and  in  favour  of  the  two  other  Aliens 
on  the  counter-claim  for  ;f  210  i is.  8d.    Upon  this  judgment 
the  bankruptcy  notice  was  issued  requiring  the  defendant 
to  pay  to  James  Allen  and  W.  S.  Garner  the  amount  of 
their  claim  and  costs  and  to  pay  to  James  Alien  and  Ernest 
Allen  the  amount  of  their  costs.     The  debtor  failed  to 
comply  with  the  requirements  of  the  bankruptcy  notice, 
and  a  petition  was  presented  a|;ainst  him  upon  which  a 
receiving  order  was  made.    It  was  contended  for  the  appel- 
lant that  a  counter-claim  has  the  same  effect  as  a  cross- 
action,  and  therefore  the  judgment  in  this  case,  though  in 
form   one  judgment,   was   in   substance   two   judgments, 
requiring  separate  sums  of  money  to  be  paid  to  separate 
sets  of  persons,  and  a  bankruptcy  notice  founded  on  two 
judgments  is  bad:   Ex  parte  Argentine  Gold  fields ;   re  Low 
(39  W.R.  181  ;  1891,  I  Q.B.  147). 

JUDGMENT. 

The  Court  allowed  the  appeal,  holding  that  a  judgment 
ff)r  the  payment  of  one  sum  to  one  set  of  persons  and  of 


another  sum  to  another  set  of  persons  was  not  one  judg- 
ment, but  two,  and  that  a  bankruptcy  notice  could  not  be 
properly  founded  upon  it. 

(51  S.J.  133.) 


Company  Law. 


COURT  OF  APPEAL. 

December  17. 

(Before  Vaughan  Williams,    Fletcher   Moulton,   and 

Buckley,  L.JJ.) 

Re  The  Qoldflelds  of  Matabeleland,  Lim. 

Appeal  for  Compulsory  Winding-up  Order. 

Appeal  by  Mr.  P.  Lindley,  a  shareholder,  holding  175 
fully-paid  shares,  from  the  refusal  of  the  Vacation  Judge 
to  make  a  compulsory  order  to  wind  up,  the  company  being 
in  voluntary  liquidation  with  a  view  to  reconstruction. 

The  appeal  came  before  their  Lordships  early  in  the 
term,  but  was  postponed  for  the  attendance  and  cross- 
examination  of  a  Mr.  J.  Seear,  a  managing  director  of  the 
company,  and  a  Mr.  Simpson,  the  voltmtary  liquidator. 
As  a  result  of  such  cross-examination — a  somewhat  unusual 
proceeding  before  the  Court  of  Appeal — ^the  Court  came  to 
the  conclusion  that  a  case  for  investigation  had  been 
elicited,  and  the  Official  Receiver  was  directed  to  convene 
a  meeting  of  shareholders  and  issue  proxies  in  order  that 
the  shareholders  might  have  an  opportunity  of  again 
expressing  their  opinion  as  to  the  mode  of  liquidation, 
having  regard  to  the  further  evidence  that  had  been 
adduced. 

llie  report  of  the  chairman  of  that  meeting — ^the  Official 
Receiver — was  now  before  the  Court.  Persons  present  or 
representing  176,000  shares  voted  for  the  continuance  of 
the  voluntary  liquidation,  those  in  favour  of  a  compulsory 
order  representing  44*000  shades  onJy. 

Counsel  in  support  of  the  appeal  proceeded  to  argue  that 
the   scheme   for    reconstruction    was    ultra    vires,   but   • 
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majority  of  the  Court  held  that  subject  to  be  irrelevant. 
Lord  Justice  Fletcher  Moulton  pointed  out  thait  as  the 
liquidator  had  been  appoinited  for  a  particular  puipose — 
namely,  to  carry  out  the  scheme  of  reconstruction,  and 
not  merely  to  wind  up  the  company,  and  that  therefore  he 
considered  the  discussion  of  the  scheme  to  be  pertinent  to 
the  main  question  before  the  Court. 

A  further  point  was  raised  as  to  misrepresentation, 
inasmuch  as  it  was  alleged  that  the  shareholders  bad  not 
been  informed  that  a  company  which  was  being  formed  as 
a  necessary  part  of  the  reconstruction  scheme  was  intended 
to  be  registered  in  Rhodesia,  but  after  some  discussion 
the  objection  fell  through. 

JUDGMENT. 

Lord  Justice  Vaughan  Williams,  having  stated  the  facts, 
said  that  the  shareholders  had  decided  by  a  large  majority 
in  favour  of  the  comtinuance  of  the  voluntary  liquidation, 
and  there  was  nothing  in  his  opinion  to  justify  that  Count 
in  refusing  to  carry  out  the  wishes  of  the  majority,  and  the 
appeal  must  therefore  be  dismissed.  The  cross-examina- 
tion showed  good  reason  for  the  application,  and  the 
appellantts  were  entitled  to  their  costs. 

Lord  Justice  Fletcher  Moulton  regretted  thait  he  had  to 
come  to  the  same  conclusiofn,  because  he  felt  it  was  one  of 
those  cases  which  Section  8  of  the  Act  of  1890  was  passed  to 
cope  with.  If  a  compulsory  order  had  been  made  the 
Official  Receiver  would  probably  have  made  a  report  to 
the  Court  followiing  upon  Ex  partt  Barnes.  His  decision 
was  based  principally  upon  two  reasons,  one  being  that 
creditors,  who  were  largely  represented,  preferred  volun- 
tary liquidation,  and  the  other  that  the  shareholders  had 
been  given  a  chance  to  reconsider  their  position. 

.Lord  Justice  Buckley  said  he  was  also  of  the  same 
opinion,  though  regretting  the  shareholders'  decision.  Had 
he  considered  that  public  justice  demanded  a  compulsory 
order  the  Court  would  not  hesitate  to  make  it.  He  pointed 
out  that  if  the  scheme  of  reconstruction  were  objected  to 
shareholders  had  their  remedy  under  Section  138  of  the 
Act  of  1862,  which  was  now  available. 

(Reported  by  W.   H.  Terry,   Esq.,  Bariister-at-Law.) 


CHANCERY  DIVISION. 
December  14. 
(Before  Kekewich,  J.) 
Butler  V.  Northern  Territories  Alines  of  Australia, 
Llm. 
Company — Memorandum  of  A  ssociatimi — Promoting  new  Com- 
pany— Underwriting  Shares — Ultra  Vires. 
This  was  a  motion  by  the  plaintiff  on  behalf  of  himself 
and  all  other  shareholders  of  the  defendant  company  to 
restrain  the  company  from  carrying  out  a  proposed  agree- 
ment for  the  purchase  of  certain  mines,  the  question  being 
whether  the  company  in  so  doing  were  going  beyond  their 


memorandum  of  association.  The  proposed  agreement 
was  that  the  defendant  company  should  acquire  an  option 
to  purchase  the  Williams  Fancy  Mine,  situate  at  Berringa, 
Ballarat,  Australia ;  the  consideration  was  to  be  ;f 500  for 
the  option,  ;f  12,500  in  24,000  fully-paid  shares  of  los.  each 
in  a  new  company  to  be  formed,  and  £49,$^^  i-^  cash. 
The  new  company  was  to  be  formed  in  England  with  a 
nominal  capital  of  ;^8o,ooo  divided  into  160,000  shares  of 
10s.  each.  The  defendant  company  was  to  sell  to  the 
new  company  the  benefit  of  the  option,  the  consideration 
being  the  repayment  of  the  ;f  500  and  the  expenses  in  con- 
nection with  the  acquisition  of  the  option  and  of  the 
formation  of  the  new  company.  The  new  company  was  to 
make  an  issue  of  128,000  shares  of  los.  each,  which  would 
provide  ;£64,ooo,  and  which  was  to  be  appropriated  as 
therein  mentioned.  The  defendant  company  were  to  under- 
write the  whole  of  the  128,000  shares  in  consideration  of  a 
commission  of  ;^6,40o  and  the  allotment  to  itself  of  8,000 
fully-paid  shares  in  the  new  company.  The  defendant 
company  were  to  obtain  sub-underwriting  for  64,000  shares 
as  therein  mentioned,  and  the  128,000  shares  were  to  be 
offered  for  public  subscription  with  certain  prior  rights  of 
allotment  to  the  new  company  and  to  the  shareholders  of 
the  defendant  company.  The  plaintiff  contended  that  the 
above  agreement  was  not  within  the  memorandum  of  asso- 
ciation of  the  defendant  company.  The  objects  of  the  com- 
pany as  defined  by  the  memorandum  were  (inter  alia)  (a)  to 
acquire  land,  mines,  minerals,  and  other  properties  and 
grants,  concessions,  claims,  and  options  in  any  part  of  the 
world ;  {b)  to  purchase  the  business  of  the  Northern  Terri- 
tories Mining  and  Smelting  Company,  Lim. ;  (c)  to  acquire, 
purchase,  manage,  and  carry  on  business  as  merchants, 
bankers,  capitalists,  financiers,  and  to  carry  on  all  kinds  of 
financial,  trading,  and  other  similar  operations;  (g)  to 
promote  or  form  any  company  having  objects  similar  to 
those  of  the  defendant  company,  with  power  to  pay  the 
expenses  thereof  or  to  provide  the  capital  by  taking -shares 
therein ;  (h)  to  make  payments  by  the  issue  of  shares  in 
the  defendant  or  any  other  company ;  [n)  to  subscribe  for. 
take,  acquire,  hold,  sell,  and  give  guarantees  by  way  of 
underwriting  in  relation  to  the  shares  and  securities  of  any 
company.  It  was  argued  on  behalf  of  the  plaintiff  Chat  the 
memorandum  did  not  authorise  the  defendant  company  to 
carry  out,  as  a  principal  or  primary  object,  a  financial 
operation  such  as  the  proposed  agreement. 

JUDGMENT. 

Mr.  Justice  Kekewich,  in  giving  judgment,  said  that  the 
defendant  company  carried  on  the  business  of  a  mining 
company  in  the  Northern  Territories  of  Australia.  They 
now  proposed  to  purchase  another  mine  not  in  the 
Northern  Territories  and  to  pay  for  the  outlay  by  means  of 
shares  in  a  newly-formed  company.  Was  tiiat  within  the 
powers  of  the  memorandum  ?    Two  cases  had  been  referred 
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to — one  before  Mr.  Justice  Swinfen  Eady — Stephens  v. 
Mysore  Reefs  Mining  Co. — who,  in  his  judgment,  quoted  a 
well-known  passage  from  Lord  Justice  lindley's  judgment 
in  the  case  of  In  re  German  Date  Coffee  Company  (20  Ch.D. 
188),  and  he  applied  that  principle  to  the  case  before  him, 
which,  however,  was  quite  different  from  this  case,  and  he 
held  that  the  scheme  proposed  in  that  case  was  not  autho- 
rised by  the  memorandum.  The  other  case  was  Pedlar  v. 
Road  Block  Gold  Mines t  in  which  Mr.  Justice  Warrington 
differed  from  Mr.  Justice  Swinfen  Eady ;  but  the  learned 
Judge  was  there  dealing  with  a  different  memorandum 
from  that  before  Mr.  Justice  Swinfen  Eady,  and  he  held 
that  the  proposed  agreement  was  within  the  memorandum. 
In  the  present  case  there  was  no  such  main  object  as  there 
was  in  the  case  before  Mr.  Justice  Swinfen  Eady.  His 
Lordship  then  dealt  with  the  objects  of  the  company  as  set 
forth  in  the  memorandum,  and  said  that  it  was  impossible 
to  say  that  the  company  was  not  carrying  on  a  mining  busi- 
ness, and  ^assuming  that  it  was  carrying  on  a  mining 
business,  it  had  power  under  clause  (g)  to  promote  or  form 
a  company  having  objects  similar  to  those  of  the  defen- 
dant company.  On  the  narrowest  construction  of  the 
memorandum  they  were  entitled  to  do  that.  Then  there 
was  clause  («),  which  empowered  the  company  to  subscribe 
for  shares  by  way  of  underwriting  in  companies  other  than 
mining  companies.  This  clause  therefore  enabled  them 
to  do  what  they  proposed  to  do.  It  seemed  to  his  Lord- 
ship that  the  defendant  company  were  empowered  by  the 
memorandum  to  promote  and  subscribe  for  shares  in  any 
company  whether  a  mining  company  or  not,  and  therefore 
they  were  entirely  within  their  powers  in  carrying  out  the 
proposed  agreement. 

(23  T.L.R.  179.) 


Income  Tax. 

CHANCERY  DIVISION. 

November  28. 

(Before  Kekewich,  J.) 

Shrewsbury  v,  Shrewsbury. 

Husband  and   Wife — Separation-— Allowance—Income  Tax— 

Right  of  Husband  to  Deduct— Not  on  Account  of  Past 

Payments— Income  Tax  Act,  1842  (5  <S  6  Vict,  c.  35), 

s.  158 — Income  Tax  Act,  1853  (16  <&•  17  Vict.  c.  34),  s.  40. 

This  was  a  special  case  stated  by  an  arbitrator  for  the 

opinion  of  the  Court  as  to  whether  the  defendant  was  entitled 

to  deduct  income-tax  from  an  annual  allowance  made  by  him 

to  his  wife,  the  plaintiff.    By  an  agreement  dated  the  27th 

of  July  1896  it  vras  agreed  that  the  plaintiff  and  defendant 

should  live  apart,  and  that  the  defendant  should  pay  to  the 

plaintiff  during  their  joint  lives  an  allowance  of  /4.000  a 

year  clear  of  all  deductions,  such  allowance  to  be  paid 

quarterly  in  advance,  the  first  payment  to  be  made  on  the  25th 


of  March  1896.  Since  that  date  the  plaintiff  and  defendant 
hav6  lived  apart.  In  or  about  the  year  1900  it  was  agreed 
between  the  plaintiff  and  defendant  that  the  said  allowance 
should  be  reduced  to /3.000  per  annum,  but  it  was  afterwards 
disputed  how  long  such  reduction  should  continue.  In  1904 
an  action  was  commenced  by  the  plaintiff  claiming  payment 
of  the  sum  of  ;^ 4,9x3,  alleged  by  her  to  be  due  in  respect  of 
arrears  ot  the  allowance  under  the  said  agreement.  By  the 
consent  of  both  parties,  a  judgment  or  order  of  the  Court 
was  taken  on  the  nth  of  November  1905,  whereby  all  further 
proceedings  in  the  action  were  stayed  upon  the  terms,  inter 
alia,  that  the  plaintiff  was  entitled  to  the  full  sum  of  ;^4,ooo  per 
annum  as  from  the  8th  of  September  1903,  and  that  the  defend- 
ant should  pay  the  arrears  of  annuity  due.  The  parties  could 
not  agree  on  the  amount  of  the  said  arrears,  and  it  was 
referred  to  an  arbitrator  to  take  the  account.  The  defendant 
claimed  that  the  arbitrator  in  taking  the  account  should 
allow  him  a  deduction  in  respect  of  income-tax,  although  he 
(the.  defendant)  had  never  made  such  a  deduction  from  any 
sum  paid  by  him  on  account  of  the  allowance.  The  arbitrator 
thereupon  stated  this  special  case,  and  asked  the  opinion  of 
the  Court  as  to  whether  the  allowance  was  and  is  payable  by 
the  defendant  subject  to  deduction  in  respect  of  income-tax. 
and  whether  he  (the  arbitrator)  was  bound  to  allow  to  the 
defendant  out  of  every  instalment  which  has  become  due 
income-tax  at  the  rate  payable  at  the  tiide  when  such  instal- 
ment became  due.  For  the  defendant  it  was  urged  that  he 
was  entitled  to  deduct  income-tax  not  only  from  the  arrears 
found  to  be  due  by  the  arbitrator,  but  also  that  before  pay- 
ing such  arrears  he  was  entitled  to  deduct  in  respect  of  all  pay- 
ments made  by  him  to  the  plaintiff  on  account  of  the  allow- 
ance. For  the  plaintiff  it  was  contended  that  deductions  for 
income-tax  could  only  be  made  in  respect  of  the  allowance  at* 
such  times  as  it  became  payable,  as  was  provided  by  section 
158  of  the  Income  Tax  Act.  1842,  and  that,  therefore,  the 
claim  of  the  defendant  to  deduct  in  respect  of  past  payments 
should  be  disallowed.  In  the  course  of  the  argument  the  follow- 
ing cases  were  cited :  Chadwick  v.  Pearl  Life  Insurance  Co.  (1905, 
2  K.B.  507;  53  W.R.  Dig.  70),  Warren  v.  Warren  (43  W.R. 
490),  Gleadow  v,  Leetham  (31  W.R.  269  ;  22  Ch.D.  269).  Barry 
V,  Smart  (50  S.J.  376,  615 ;  1906  i  Ch.  768,  2  Ch.  358). 

JUDGliENT. 

Kekewich,  J.,  in  giving  judgment,  said  that  section  158  of 
the  Income  Tax  Act,  1842,  provided  that  the  duty  should  be 
deducted  '*  at  such  times  in  each  year  as  the  said  sums  shall 
be  payable  to  the  person  entitled  thereto,"  and  this,  it  was 
contended  on  behalf  of  the  plaintiff,  meant  that  unless  the 
tax  was  deducted  at  the  time  the  allowance  became  due  and 
payable  it  could  not  be  deducted  at  all.  The  phrase  in 
question  could  not  be  taken  in  that  way.  It  only  meant  that 
the  legal  rights  should  be  ascertained  at  such  times,  that  the 
right  of  action  in  respect  of 'that  duty  was  ascertained  at  that 
time,  and  that  if  the  duty  was  not  paid  it  could  be  sued  for 
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as  on  that  day.  It  bad  also  been  argued  that  tbe  words 
"  such  payment "  in  section  40  of  tbe  Income  Tax  Act,  1853, 
meant  annual  payment,  and  that  an  annual  payment  was  not 
completed  until  the  last  instalment  was  paid.  A  careful 
consideration  of  section  40  and  the  judgment  of  Bowen.  L.J., 
in  Goslings  v.  Blake  (37  W.R.  774,  23  Q.B.D.  324)  did  not 
tend  to  support  this  argument.  Therefore,  the  arbitrator,  in 
taking  the  account,  ought  to  allow  to  the  defendant  income- 
tax  in  respect  of  the  amount  of  the  arrears  of  the  allowance 
now  remaining  unpaid  for  each  year  according  to  the  rates  of 
the  duty  then  chargeable,  but  not  in  respect  of  past  pay- 
ments made  by  the  defendant. 

(51  S.J.  100.) 


Miscellaneous. 

CHANCERY  DIVISION. 
December  13. 
(Before  Parkek,  J.) 
Mrs.  Pomeroy,  Lim.  v.  Scale. 

GeodwiU — Name  of  FUm — Assignment  of  Business  to  Com- 
pany— Goodwill  and  exclusive  right  to  use  of  Name, 

This  action  was  broughit  by  a  coimpany,  the  successor 
in  business  of  another  company  of  the  same  name,  which 
took  over  the  busness  of  a  hygienic  complexion  specialist 
formerly  cairried  on  by  the  defendant  at  29  Old  Bond 
Street,  London.  The  defendant  was  Mrs.  Jeannette  Shep- 
herd Scal^,  the  wife  of  Mr.  James  Bernard  Scal6,  and  she 
claimed  to  have  been  descended  from  an  ancestor  called 
Pomeroy,  and  to  have  changed  her  name  from  Scal^  to 
Pomeroy.  The  principal  object  of  the  action  was  to  obtain 
an  injunction  to  restrain  the  defendant  from  carrying  on 
business  as  a  complexion  specialist  under  the  name  or 
style  of  Jeanette  Pomeroy  or  Mrs.  Pomeroy,  or  any  other 
style  of  which  the  name  Pomieroy  formed  part,  this  being 
alleged  to  be  contrary  to  the  terms  of  the  purchase  of  the 
business  from  her  by  the  private  company  into  which  she 
then  turned  her  business.  That  was  in  1896,  and  a  convey- 
ance was  then  prepared,  if  not  executed,  by  which  the 
defendant  purported  to  transfer  the  leasehold  premises  in 
Bond  Street  where  the  business  was  carried  on  and  "all 
"  the  goodwill  of  the  said  business  with  the  exclusive  right 
"to  use  the  name  of  *  Mrs.  Pomeroy  *  as  part  of  the  name 
"  of  the  coimpany,  and  to  represent  the  cooaipany  as  carry- 
"ing  on  the  business  in  continuation  of  the  said  firm  of 
"Mrs.  Pomeroy  and  in  succession  thereto.''  It  was  said 
that  tihis  conveyance  had  been  lost  eund  was  never  executed. 
The  question  whether  this  was  so  or  not  and  the  questions 
what  was  the  real  agreement  between  the  parties  and  the 
effect  of  it  were  really  the  points  on  which  the  decision  of 
the  case  turned,  but  many  witnesses  on  other  points  were 
called  on  both  sides,  and  the  trial  lasted  nearly  three  days. 
The  case  has  been  already  before  the  Court  upon  an  appli- 
cation for  an  interlocutory  injunction-  See  22  The  Times 
L.R.  795. 

JUDGMENT. 

Mr.  Justice  Parker,  without  calling  on  plaintiffs'  counsel 
to  reply,  gave  judgment  for  the  plaintiffs.  In  the  course 
of  his  judgment,  his  Lordship  said  that,  although  the  case 


was  an  important  one,  he  had  had  ample  opportuniAy  of 
coming  to  a  conclusion  on  both  the  law  and  the  facts.  When 
a  person  carried  on  business  in  a  trade-name  not  his  own 
and  sold  the  goodwill  with  the  exclusive  right  for  the  pur- 
chaser to  use  that  trade-name,  he  could  not  afterwards 
trade  under  that  name  in  competition.  As  Vice-Chancellor 
Wood  said  in  Churion  v.  Douglas  (Johnson,  189) : — ^"  When 
**you  are  parting  with  the  goodwill  of  a  business,  yon 
"mean  to  part  with  all  that  good  disposition  which 
"customers  entertain  towards  the  house  of  business 
"  identified  by  the  particular  name  or  firm,  and  which  may 
"  induce  them  to  continue  giving  their  custom  to  it.  You 
"cannot  put  it  anything  short  of  that.  That  the  name  is 
*'  an  important  part  of  the  goodwill  of  a  business  is  obvious, 
"when  we  consider  that  there  are  at  this  moment  large 
"  banking  firms  and  brewing  firms  and  others  in  the  metro- 
"  polis  which  do  not  contain  a  single  member  of  the  indi- 
"  vidua!  name  exposed  in  the  firm."  After  referring  to 
Leify  V.  Walker  (10  Ch,D.  436)  and  Townsend  v,  Jarman 
(1900,  2  Ch.  698),  his  Lordship  said  he  could  conceive 
cases,  though  there  was  no  satisfactory  evidence  thai  this 
was  one,  where  a  trade-name  was  so  identified  with  tbe 
business  that  without  express  words  as  to  exclusive  use 
there  migtut  be  liability  if  the  vendor  used  the  name  in  a 
competing  business.  Certainly  a  vendor  might  bj  egress 
bargain  preclude  himself  from,  carrying  on  business  in  his 
own  name.  Assimiing  the  name  of  Mrs.  Pomeroy  to  have 
been  so  associated  with  the  defendant  as  to  be  her  name 
in  1896  when  she  sold  to  the  old  company,  though  the  evi- 
dence was  far  short  of  that,  yet  she  could  confer  the  right 
of  user  on  the  company  and  preclude  herself  from  using 
it  for  business  purposes.  The  facts  weie  short  of  proving 
that  for  all  practical  purposes  her  name  was  Mrs.  Pomeroy, 
but  his  Lordship  had  come  to  the  conclusion  that  she  had 
precluded  herself  from  using  that  name  in  business.  He 
found  as  a  fact  that  she  had  executed  the  conveyance  of 
which  the  draft  had  been  produced,  although  the  execution 
or  non-execution  of  it  was  not  of  importance  for  the 
decision  of  the  case,  for  the  true  bargain  between  the 
parties  was  expressed  in  the  draft  which  had  been  pro- 
duced, and  the  defendant  had,  by  taking  and  enjoying  the 
consideration  for  which  she  sold  on  the  terms  of  the  draft 
of  what  was  referred  to  as  a  conveyance  in  the  agzeement 
filed  at  Somerset  House,  precluded  herself  from  denying 
the  bargain.  Tlie  words  used  imported  an  obligation  on 
the  defendant  not  to  use  Pomeroy  as  a  trade-name  or  part 
of  it  in  any  business  competing  with  the  business  sold.  His 
Lordship  did  not  think  any  other  meaning  could  be 
attached  to  the  word  "  exclusive."  Having  regard  to  what 
he  had  said  and  to  what  had  occurred  at  previous  stages  of 
the  action,  it  was  unnecessary  to  deal  with  the  mass  of 
evidence  before  him.  His  Lordship  would  not  be  justified 
in  finding  that  the  defendant  vras  guilty  of  any  fruidulent 
intention,  but  he  thoug^ht  that  she  had  not  done  sufficient  to 
prevent  the  possibility  of  there  bedni^  confusion  amon^t 
the  customers  of  the  old  company  or  such  members  of  the 
public  as  took  interest  in  such  a  business.  His  Lordship 
accordingly  granted  an  injunction  to  restrain  the  defen- 
dant from  carrying  on  business  as  a  complexion  speciaiist 
under  the  name  or  style  of  Jeaiiette  Pomeroy  or  Mrs. 
Pomeroy,  or  any  otiier  style  of  which  the  name  Pomeroy 
formed  part.  It  was  not  alleged  that  the  defendant  had 
solicited  customers,  and  she  gave  some  of  the  undertaJdngs 
as  to  using  recipes,  &c.,  which.had  been  given  by  her  at  an 
interlocutory  stage  of  the  proceedings. 
(23  T.L.R.  170.) 
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law  lleport9« 


Bankruptcies  and  Insolvencies. 

KING'S  BENCH  DIVISION. 

December  13. 

(Before  Vaughan  Williams,   Fletcher    Moulton,  and 

Buckley,  L.J  J.) 

Re  Smiles. 

Bankruptcy— Bankruptcy  Notice— Final  Judgmen t — Summons 
for  leave  to  enforce  an  A  ward—Order  giving  leave  to  sign 
Judgment— Bankruptcy  Act,  1883  (46  S*  47  Vict.  c.  52), 
i.  4,  subsec.  i  {g) — Arbitration  Act,  1889  (52  S*  53  Vict, 
c.  49),  5.  12. 

Appeal  from  the  refusal  of  one  of  the  registrars  to  issue  a 
bankruptcy  notice.  The  appellant  had  obtained  an  award 
in  an  arbitration  for  the  payment  to  him  of  the  sum  of 
/28  los.  In  pursuance  of  section  12  of  the  Arbitration  Act, 
1889,  he  toolc  out  an  originating  summons  asking  for  leave  to 
enforce  the  a>%ard  in  the  same  manner  as  a  judgment  or 
order  to  that  efifect.  The  Master,  instead  of  making  an  order 
in  the  terms  of  the  summons,  made  an  order  giving  the 
appellant  leave  to  sign  judgment  for  ^28  los.  The  appellant 
signed  judgment  for  /28  los.  and  then  applied  to  the  Bank- 
ruptcy Court  for  the  issue  of  a  bankruptcy  notice  founded 
on  this  judgment.  The  matter  was  referred  to  one  of  the 
registrars,  who  refused  leave  to  issue  the  notice,  holding  that 
the  judgment  was  not  a  final  judgment  within  the  meaning 
of  section  4,  subsection  i  {g),  of  the  Bankruptcy  Act,  1883. 

JUDGMENT. 

The  Court  dismissed  the  appeal,  holding  that  the  judgment 
in  question  was  not  a  final  judgment  on  which  a  bankruptcy 
notice  could  be  founded.  There  was  no  power  under  section 
12  of  the  Arbitration  Act,  1889,  to  turn  an  award  into  a 
judgment,  as  had  been  done  in  this  case.  Under  that  section 
the  Court  cannot  do  more  than  give  leave  to  enforce  an 
award  in  the  same  manner  as  a  judgment.  It  is  quite 
different  from  the  provisions  of  ord.  36,  r.  50,  dealing  with 
references  before  the  official  referees,  which  gives  the  referee 
the  same  power  to  direct  that  judgment  be  entered  for  any 
or  either  party  as  a  Judge  of  the  High  Court.  The  order  of 
the  Master  giving  leave  to  enter  judgment  of  the  award  was 
made  without  jurisdiction,  and  whatever  might  be  the  efifect 
of  that  order,  the  so-called  judgment  entered  thereunder  was 
nut  a  final  judgment. 

(51  S.J.  132.) 


Company  Law. 

CHANCERY  DIVISION. 
December  nth. 
(Before  Warrington,  J.) 
Re  Rowland  and  Marwood's  Steamship  Co. 
(Limited  and  Reduced). 
Company  —  Reduction  of  Capital  —  Sanction  of  Court  —  Lost 
Capital- Special  Reserve  Funds— Bulk  of  Loss  Written 
Ojf  Capital  Account— Companies  Act,  1877  (40  6*  41  Vict, 
c.  26),  s.  3. 

Petition.  This  was  a  petition  by  the  company  for  the 
sanction  of  the  Court  to  a  reduction  of  the  capital  of  the 
company.  The  company  was  incorporated  in  1890  with  a 
capital  of  ;^275,ooo  divided  into  25,000  shares  of  ;^ii  each. 
The  company  had  issued  22,010  of  its  shares,  and  the  sum 
of  ;^io  per  share  had  l)een  paid  up  thereon.  Out  of  the 
profits  earned  by  the  company  reserve  accounts  for  under- 
writing and  insurance  had  been  set  aside  to  the  amount  of 
nearly  /6,ooo.  By  special  resolution  of  the  company  duly 
passed  and  confirmed  at  extraordinary  general  meetings 
thereof  held  respectively  on  the  19th  of  September  and  the 
loth  of  October  1906,  it  was  resolved :  "  That  the  capital  of 
the  company  be  reduced  from  ;^275,ooo  divided  into  25,000 
shares  of  ;^ii  each,  to  /175.000  divided  into  25,000  shares  of 
£y  each,  and  that  such  reduction  be  efifected  by  cancelling 
capital  which  has  been  lost  or  is  unrepresented  by  available 
assets  to  the  extent  of  ^4  per  share  upon  each  of  the  22,010 
shares  in  the  company's  capital  which  have  been  issued  and 
are  now  outstanding,  and  by  reducing  the  nominal  amount 
of  all  the  shares  in  the  company's  capital  from  ;(ii  to  £y 
per  share,  so  that  such  reduction  shall  not  involve  either 
the  diminution  of  any  liability  in  respect  of  unpaid  capital 
or  the  payment  to  any  shareholder  of  any  paid-up 
capital."  Previously  to  the  passing  of  such  special 
resolution  paid-up  capital  of  the  company  to  the 
extent  of  ^88,040  and  upwards  had  been  lost  or 
was  unrepresented  by  available  assets.  The  petitioners 
stated  that  the  company  was  carrying  on  a  profitable  busi- 
ness. The  loss  was  entirely  due  to  the  depreciation  in  value 
of  the  company's  ships,  and  it  was  proposed  to  charge  the 
greater  portion  of  the  loss  against  the  Capital  Account.  They 
referred  to  the  decision  of  the  Court  of  Appeal  in  Re  Hoare 
(S*  Co.  {Limited  and  Reduced)  (53  W.  R.  51  ;  1904,  2  Ch. 
208),  where  the  loss  was  apportioned  between  the  general 
Reserve  Fund  and  the  Capital  Account.  In  the  present  case 
the  reserve  funds  were  special  funds  set  aside  in  reference  to 
the  Underwriting  and  Insurance  Accounts.  The  attention  of 
the  Court  was  also  called  to  Re  Direct  Spanish  Telegraph 
Co.  (31  S  J.  142,  35  W.  R.  209,  34  Ch.  D.  307),  where  the 
entire  loss  was  thrown  on  capital,  although  there  was 
reserve  fund. 
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JUDGMENT. 

Warrington,  J.,  said  this  was  a  petition  for  the  reduction 
of  capital.  It  was  necessary  for  him  to  say  a  word  on  one 
point.  The  company  was  a  shipping  company  owning 
steamships.  The  amount  of  the  reduction  which  it  was 
sought  to  effect  was  the  amount  by  which  the  present  real 
value  of  the  fleet  was  less  than  that  shown  in  the  last  Balance 
Sheet  of  the  company.  It  was  proposed  to  deal  with  this 
loss  by  writing  the  greater  part  of  it  off  the  Capital 
Account  and  by  taking  a  small  sum  of  about  /650 
out  of  the  balance  standing  to  the  credit  of  the 
Profit  and  Loss  Account.  The  company  was  now  and 
had  been  earning  considerable  profits,  out  of  which  they 
had  created  two  special  reserve  funds— viz..  the  Reserve 
Underwriting  Account  and  the  Reserve  Insurance  Account. 
Both  these  funds  were  created  for  the  particular  purposes 
mentioned  in  the  affidavit  of  the  chairman  of  the  company, 
and  the  directors  thought  it  desirable  to  retain  the  amounts 
now  standing  to  the  credit  of  these  funds  without  attri- 
buting any  part  of  the  loss  to  these  funds.  The  question 
was  whether  he  ought  to  sanction  this  having  regard  to  the 
fact  that  these  funds  were  to  be  left  intact.  He  had  been 
referred  to  Re  Hoare  &»  Co,  (Limited  and  Reduced)  (supra) ^ 
which  was  a  case  where  a  company  had  lost  a  large  amount  of 
capital,  but  it  had  a  general  reserve  fund  consisting  of  undis 
tributed  profits.  Buckley,  J.,  had  thought  that  as  this  reserve 
fund  represented  assets  of  the  company  it  could  not  be  said 
that  the  company  had  lost  capital  until  the  reserve  fund  was 
exhausted.  The  Court  of  Appeal,  however,  held  that  the 
proper  mode  of  construing  the  Companies  Act,  18771  ^^  ^^ 
read  the  two  expressions '*  lost  capital"  and  any  capital 
^<  unrepresented  by  available  assets "  in  section  3  as  two 
distinct  things,  and  if  it  was  shown  that  the  company  had 
lost  capital  it  was  not  necessary  to  consider  whether  it  was 
unrepresented  by  available  assets.  The  real  point  in  that 
case  was  whether  in  the  discretion  of  the  Court  the  pro- 
posed scheme  could  be  sanctioned  which  was  to  debit  the 
loss  rateably  against  the  Reserve  Fund  and  the  Capital 
Account^  attributing  to  the  reserve  more  than  its  rateable 
proportion.  The  Court  accordingly  gave  its  approval  to  that 
scheme.  In  the  present  case  it  was  not  proposed  to  charge 
any  portion  of  the  loss  against  the  reserve  funds.  Having 
regard  to  the  decision  of  the  Court  of  Appeal  in  Re  Hoare 
S*  Co.,  his  Lordship  thought  he  was  justified  in  sanc- 
tioning the  proposed  reduction,  although  no  part  of  the 
reserve  funds  was  touched.  These  funds  were  created  for 
special  purposes  which  still  existed,  and,  looking  at  the 
matter  from  a  business  point  of  view,  he  was  of  opinion  that 
the  company  was  only  doing  what  a  prudent  and  honoura})le 
man  of  business  would  do  in  dealing  with  his  own  property. 
He  therefore  sanctioned  the  petition,  although  no  part  of 

•^  reserve  funds  was  touched, 

(51  S.J.  131.) 


CHANCERY  DIVISION. 

December  18. 

(Before  Warrington,  J.) 

Re  Furriers'  Alliance,  Lim. 

Company-^Winding-up— Deadlock— Just  and  Equitable — Com- 
panies Act,  1862  (25  &»  26  Vict.  c.  89),  s.  79. 

This  was  a  petition  presented  by  a  shareholder 
for  an  order  to  wind  up  the  above  company  on 
the  ground  that  it  was  just  and  equitable  within 
the  meaning  of  section  79,  sub-section  5,  of  the  Com- 
panies Act,  1862,  that  the  company  should  be  wound 
up.  The  company  was  incorporated  in  1901  with  a  nominal 
capital  of  ;f27,ooo  divided  into  25,000  ordinary  and 
2,000  preference  shares,  all  of  £1  each.  No  preference 
shares  had  been  issued  ;  of  the  ordinary  shares  12,005  had 
been  issued,  of  which  6,000  were  held  by  the  petitioner  or 
by  persons  who  were  trustees  for  him  or  who  were  under 
his  control,  and  6,000  were  held  by  a  Mr.  Friedeberg,  wh<», 
together  with  the  petitioner,  were  appointed  the  first 
directors  of  the  company  by  the  articles ;  the  remaining 
five  shares  were  held  by  certain  persons  in  single  shares, 
and  two  persons  holding  one  share  each  supported  the 
petition ;  as  to  the  other  three  shareholders,  it  was  said 
that  they  would,  in  an  emergency,  support  the  opposition 
to  the  petition,  but  they  did  not  appear.  The  articles  of 
association  of  the  company,  which  were  a  modification  0/ 
Table  A,  provided,  by  article  13,  that  every  share  should 
confer  one  vote ;  by  article  15,  that  the  number  of  directors 
shouJd  be  not  less  than  two,  nor  more  than  three — two  10 
be  a  quorum ;  by  article  16,  that  the  petitioner  and  Mr. 
Friedeberg  were  to  be  the  first  directors  and  to  retain  office 
as  long  as  they  held  the  necessary  qualifications ;  and,  by 
article  18,  that  the  directors  should  have  power  to  appoint 
any  other  person  to  be  a  director  at  any  time  before  the 
company's  ordinary  general  meeting  in  1903,  but  so 
that  the  maximum  number  be  not  exceeded ;  **  any 
''casual  vacancy  occurring  in  the  board  of  directors  shall 
"^be  filled  up  by  the  company  in  general  meeting."  The 
two  directors  failing  to  agree  in  the  carrying  on  of  the 
business  of  the  company,  the  present  petition  was  pre- 
sented. For  the  petitioner  it  was  said  that  there  w^as  an 
absolute  deadlock,  as  the  two  directors  could  not  agree  on 
any  single  subject.  The  company  could  not  be  carried  on 
under  such  conditions.  The  Court  had  jurisdiction  under 
the  "just  and  equitable  "  clause  to  wind  up  the  company, 
which  would  be  in  the  interest  of  all  the  shareholders  and 
of  the  company  as  a  whole.  In  Re  Sailing  Ship  '^Kentmere  " 
Co.  (1897,  W.N.  58)  the  company  was  perfectly  solvent. 
Justice  could  only  be  done  by  dissolving  the  company  and 
realising  the  property. 

JUDGMENT. 

Warrington,  J.,  after  stating  the  facts  and  referring  to 
the  material  articles  said  he  came  to  the  conclusion  that 
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under  these  articles  there  was  power  to  appoint  a  third 
director  in  the  circumstances  which  existed  in  this  case. 
At  present  the  petitioner  and  Mr.  Friedeberg  were  the 
directors  of  the  company  ;  there  had  never  been  more  than 
two,  and  each  had  a  special  agreement  with  the  company. 
Under  his  agreement,  Mr.  Friedeberg  was  to  look  after  the 
books  of  the  company  and  receive  a  salary.  The  petitioner, 
under  his  agreement,  was  to  be  managing  director  for  five 
years  from  the  28th  of  August  1901,  the  date  of  the  incorpo- 
ration of  the  company.  His  term  of  office  had  therefore 
expired  on  the  28th  of  August  1906.  lie  also  had  an  option 
to  apply  for  a  further  2,000  shares  in  addition  to  his  hold- 
ing of  4,000  shares,  which  option  he  had  duly  exercised, 
so  that  he  held  6,000  shares  in  all  at  the  present  time. 
Some  little  time  previous  to  the  date  at  which  his  office  as 
managing  director  was  to  expire  the  petitioner  made 
advances  to  his  co-director  with  a  view  of  getting  his  agree- 
ment renewed  and  of  having  the  terms  of  the  same  revised 
as  regards  his  salary.  His  advances  were  not  favourably 
received,  and  in  March  1906  he  was  told  he  had  better 
make  his  arrangements  elsewhere.  A  great  deal  of  corre- 
spondence had  been  read,  and  his  Ix>rdship  said  the  result 
of  it  all  was  to  show  that  the  two  directors  were  unable  or 
unwilling  to  get  on  together  in  managing  the  affairs  of  the 
company.  To  that  extent  there  was  what  he  might  call  a 
deadlock  between  the  two ;  as  to  the  relative  merits  of  the 
so-called  deadlock  it  was  not  necessary  for  him  to  say  any- 
thing. One  thing,  however  was  quite  clear,  which  was, 
that  unless  the  directors  adopted  a  more  reasonable  frame 
of  mind  it  was  impossible  that  they  could  manage  this 
company  satisfactorily.  Assuming  that  to  be  so,  was  it  a 
ground  under  the  just  and  equitable  clause  for  winding  up 
the  company?  It  was  admitted  that  that  clause  had  in 
recent  years  been  given  a  wider  meaning  than  before.  It 
had  been  held  that  a  winding-up  order  could  be  granted  as 
being  just  and  equitable  on  grounds  which  were  not 
ejusdem  geruris  with  the  grounds  mentioned  in  the  four  pre- 
ceding sub-sections  of  section  79.  For  example,  a  winding- 
up  order  could  be  made  under  that  clause  if  the  sub- 
stratum of  the  company  had  disappeared,  or  if  it  could  be 
shown  that  it  was  not  reasonably  practicable  to  carry  on 
the  business  of  the  company  upon  the  terms  on  which  it 
was  intended  it  should  be  carried  on  ;  just  as  in  cases 
under  a  similar  clause  in  the  Partnership  Act,  if  it  was  not 
reasonably  practicable  for  the  business  of  a  private  part- 
nership to  be  carried  on  in  accordance  with  the  terms  on 
which  the  partnership  was  constituted,  the  partnership 
might  be  dissolved.  But,  assuming  the  Court  was  justified 
in  extending  the  words  "just  and  equitable  "  to  that  extent, 
did  the  facts  of  the  present  case  bring  it  even  then  within 
those  limis?  Was  it  not  reasonably  practicable  for  the  busi- 
ness of  the  company  to  be  carried  on,  having  regard  to  the 
constitution  of  the  company?  In  the  case  of  a  partnership,  if 


there  were  an  absolute  deadlock  between  the  two  partners, 
it  might  be  said  that  the  business  could  not  be  carried  on  ; 
but  in  the  case  of  a  coonpany  it  was  different.  In  the  case 
of  a  partnership  there  was  no  means  by  which  one  partner 
was  able  to  control  the  other.  In  the  case  of  a  company, 
where  two  directors  could  not  agree,  there  was  an  authority 
which  could  be  invoked — namely,  the  authority  of  the 
majority  of  the  shareholders  of  the  company.  And  when 
one  director  held  substantially  one-half  and  his  co-director 
the  other  half  of  the  shares  (though  that  was  not  an  exactly 
accurate  statement  in  the  present  case,  for  there  was  one 
vote  over,  which  might  be  a  casting  vote)  there  was  an 
authority  to  which  both  had  agreed  by  the  constitution  of 
the  company  to  submit — namely,  the  authority  of  the 
majority,  which  might  only  be  one  vote.  It  seemed,  there- 
fore, to  him  that  the  deadlock  to  which  he  had  referred 
was  not  a  deadlock  at  all ;  it  was  only  a  temporary  dead- 
lock. It  was  possible  under  the  articles  to  appoint  an 
additional  director,  and  then  there  might  be  no  deadlock 
at  all  and  the  business  of  the  company  could  go  on.  Even, 
therefore,  if  it  were  right  to  say  that  a  winding-up  order 
might  be  made  under  the  sub-section  where  it  was  not 
reasonably  practicable  that  a  company  could  carry  on  its 
business,  the  present  case  was  not  a  case  coming  within 
those  limits.  The  petition  must  therefore  be  dismissed 
with  costs. 

(51  S.J.   172,) 


Miscellaneous. 


KING'S  BENCH  DIVISION. 

December  18. 

(Before  Bray,  J.) 

The   General   Council   of   the   Bar  v.  The 

Commissioners  of  Inland  Revenue. 

Stamp  Act — Receipt— Counsels  Fees — Stamp  Act^  1891  (54  6* 

55  Vict,  c,  39),  s.  loi,  First  Schedule. 
This  was  a  special  case  stated  by  the  Commissioners  of 
Inland  Revenue,  and  raised  the  important  question  whether 
the  acknowledgment  given  by  counsel  on  payment  of  his 
fees  must  be  stamped.  The  facts,  and  arguments  of  counsel, 
in  so  far  as  material  are  set  out  in  the  considered  judgment 
of  Bray,  J.  The  First  Schedule  of  the  Stamp  Act,  1891, 
specifies  the  instruments  upon  which  duties  are  payable,  and 
inter  alia  upon  a  "  Receipt  given  for  or  upon  payment  of 
money  amounting  to  £i  or  upwards."  Section  loi  of  the 
Act  defines  receipt  as  including  "any  note,  memorandum,. 
*'  or  writing  whereby  any  money  amounting  to  £2  or 
"  upwards,  or  any  bill  of  exchange  or  promissory  note  for 
'*  money  amounting  to  £2  or  upwards,  is  acknowledged  or 
*•  expressed  to  have  been  received  or  deposited  or  paid,  or 
'*  whereby  any  debt  or  demand  or  any  part  of  a  debt  or 
"  demand  of  the  amount  of  £2  or  upwards  is  acknowledged 
"  to  have  been  settled,  satisfied,  or  discharged,  or  whir 
I  **  signifies  or  imports  such  acknowledgment." 
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JUDGMENT. 

Bray,  J.,  in  the  course  of  his  written  judgment,  said  :  The 
question  was  whether,  when  counsel  after  payment  of  a  fee 
of  £1  or  upwards  places  his  initials  or  name  against  the  fee 
on  his  brief  or  at  the  foot  of  a  statement  of  fees,  the  docu- 
ment was  liable  to  stamp  duty  as  a  receipt.  The  question 
was  important,  as  it  might  make  all  receipts  for  voluntary 
payments  liable  to  stamp  duties.  [His  Lordship  read  the 
material  parts  of  the  Act  set  out  above.]  The  contention 
of  the  Crown  was  that  the  documents  which  he  had 
described  were  acknowledgments  that  money  had  been 
received.  The  appellants  contended  that  they  were  not 
acknowledgments  at  all  within  the  meaning  of  section  loi. 
He  did  not  feel  any  difficulty  on  the  point  as  to  whether 
they  were  acknowledgments.  It  was  argued  that  the  words 
"signifies  or  imports  any  acknowledgment"  only  applied 
to  the  second  branch  of  the  section  and  not  to  an  acknow- 
ledgment of  money  received.  He  did  not  agree  with  that 
contention.  Why  did  counsel  put  his  initials  or  signature 
opposite  the  brief?  He  did  so  because  he  was  asked  by  the 
solicitor  to  do  so  in  order  that  the  solicitor  might  satis- 
factorily prove  to  the  taxing-master  or  to  his  client  or  the 
Court,  or  perhaps  to  the  Law  Society,  that  he  had  paid  the 
fees.  He  in  effect  asked  the  counsel  to  acknowledge  the 
payment  of  the  fees.  Ord.  65,  r.  27  (52),  said  that  no  fees 
to  counsel  shall  be  allowed  (by  the  taxing-master)  unless 
vouched  by  his  signature.  It  was  a  voucher.  What  was  a 
voucher  but  an  acknowledgment  that  money  had  been 
received:  Attorney-General  v.  Carlton  Bank  (1899,  2  Q.B. 
158).  It  was  further  argued  that  it  was  not  really  an 
acknowledgment,  but  a  document  only  intended  to  be  shown 
by  one  officer  of  the  Court — i.e.^  a  solicitor— to  another 
officer  of  the  Court — namely,  a  taxing-master.  That  was 
still  an  acknowledgment  of  money  received.  But  assuming 
it  to  be  an  acknowledgment  of  money  received,  was  it  an 
acknowledgment  of  money  received  within  the  meaning  of 
section  loi  ?  The  appellants  argued  that  the  words  were 
very  wide  ;  they  must  have  some  limitation,  and  it  would  be 
reasonable  to  limit  them  to  cases  where  receipt  of  money 
had  relation  to  a  legal  obligation  ;  and  that  counsel's  fee  was 
an  honorarium  paid  without  any  legal  obligation.  There 
was  no  doubt  that  counsel's  fee  was  an  honorarium  :  Re  Le 
Brasseur  &>  Oakley  (1896,  2  Ch.  487).  The  language  of  the 
present  Act  was  repeated  from  the  Act  of  1870,  but  was  not 
the  same  as  that  of  the  Act  of  1815.  Tomkins  v.  Ashby 
(6  B.  &  C.  541)  was  decided  under  that  Act,  and  the  ground 
of  the  decision  was  that  all  the  words,  including  the  word 
"  paid,"  imported  the  discharge  of  an  obligation,  and  that 
the  Act  did  not  include  in  its  definition  of  the  word  "  receipt  " 
an  acknowledgment  that  money  had  been  deposited  to  be 
accounted  for.  Undoubtedly,  under  the  Act  of  1815  the 
acknowledgments  given  by  counsel  were  not  liable  to  stamp 
duty,  because  it  was  held  that  a  receipt  to  be  within  that 


Act  must  have  been  given  in  discharge  of  a  debt  antecedently 
due  ;  but  section  loi  of  the  Act  of  1891  was  dififerently  con- 
structed and  contained  additional  words,  and  particularly 
the  word  ''  received,"  and  was  obviously  intended  to  include 
cases  which  were  not  within  the  previous  statute.  He 
could  not  doubt  that  the  words  were  wide  enough  to  include 
the  present  case.  A  counsel's  fee  was  within  the  words 
'*  any  money,"  and  as  he  had  held  that  the  writing  was  an 
acknowledgment,  it  seemed  to  him  that  it  was  an  acknow- 
ledgment of  money  received  if  the  word  *' received  "  was 
construed  in  accordance  with  its  natural  meaning.  The 
natural  meaning  was  the  manifest  meaning  unless  there  was 
something  to  show  that  it  was  not.  It  was  argued  that  some 
limitation  must  be  placed  on  the  words,  otherwise  they 
would  include  a  note  or  memorandum  made  by  a  man  in  bis 
own  book.  That  case,  however,  was  clearly  excluded 
because  the  schedule  said  "receipt  given."  That  meant  it 
must  be  a  document  given  by  the  person  receiving  the 
money  to  some  other  person,  presumably  the  person  whom 
he  had  paid.  Then  it  was  argued  that  the  word  ••  received  " 
must  be  read  as  connoting  an  obligation  created  or  dis- 
charged, because  the  words  "deposited  or  paid"  in  the 
same  part  of  the  section  connoted  such  an  obligation.  He 
did  not  see  that.  The  Legislature  had  used,  in  addition  to 
the  words  *•  deposited  and  paid,"  a  word,  "  received,"  which 
did  not,  according  to  its  natural  construction,  connote  an 
obligation.  Prima  facie  lih^d  chosen  that  word  intention- 
ally, and  he  did  cot  think  he  ought  to  construe  it  as  con- 
noting an  obligation  created  or  discharged  unless  there  was 
some  manifest  reason  for  doing  so.  Was  there  such  a  reason  ? 
[t  was  said  that  if  he  did  not  so  construe  it  it  would  make  all 
receipts  for  charitable  gifts  and  subscriptions,  and  for 
presents,  liable  to  duty.  He  was  inclined  to  think  that  that 
was  so  if  the  documents  were  given  as  receipts,  but  the 
person  making  the  gift  or  sending  the  subscription  need  not 
require  a  receipt,  and  in  the  cases  of  a  present  rarely  did 
so.  If  he  did  so  it  was  because  he  looked  upon  the 
transaction  for  some  reason  as  a  business  transaction;  it 
might  be  because  he  had  to  account  to  someone  else  and  be 
wanted  a  voucher — i.e.,  a  business  document.  If  so  he  did 
not  see  why  the  Legislature  should  not  have  intended  to 
make  those  documents  liable  to  stamp  duty  like  a  very  large 
number  of  other  business  documents  which  are  included  in 
the  schedule.  It  was  said  that  it  would  include  the  case  of 
a  boy  at  school  writing  to  thank  his  parents  for  sending  him 
money  if  it  amounted  to  £2.  or  upwards.  He  thought  the 
Attorney-General's  answer  to  that  was  sound,  that  if  the 
letter  was  written  as  a  record  of  the  receipt  of  the  money  it 
c  ught  to  bear  duty,  otherwise  probably  not,  because  such  a 
letter,  as  a  rule,  would  not  be  intended  as  a  receipt.  On 
the  whole,  it  seemed  to  him  that  he  was  bound  to  give  the 
words  '*  any  money  acknowledged  to  have  been  received  " 
their  natural  meaning,  and  that  according  to  their  natural 
construction  they  included  the  present  case.  His  judgment, 
therefore,  must  be  for  the  Commissioners. 

(S.J.  159.) 
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Xaw  Reports* 
Accountancy  and  Auditing. 

WEST  HAM  POLICE  COURT. 

January  9. 

(Before  the  Stipendiary,  R.  A.  Gillespie,  Esq.) 

Boggis-Rolfe  v.  Patterson. 

Public  Health  Act,  1875,  uc.  247 — Audit  of  L^cal  Authority s 
Accounts — Refusal  by  Borough  Accountant  to  execute 
Declaration — A  f plication  by  District  Auditor  for  Penalty. 

Adjourned  summons. 

Mr.  Naldrett  conducted  the  case  on  behalf  vi  the  Local 
Government  Board  auditor,  and  Mr.  Stephen  Lynch 
appeared  for  tlie  Borough  Treasurer. 

Mr.  Naldrett,  in  opening  the  case,  said  the  proceedings 
were  taken  under  section  247  of  the  Public  Health  Act. 
which  provided,  for  the  purposes  of  audit,  that  the  auditor 
could  require  the  accounts  to  be  shown  and  a  declaration 
made  of  the  correctness  of  the  same.  If  the  officer  of  the 
C'ouncil,  in  this  case  Mr.  Patterson,  refused,  he  was  liable 
to  a  penalty  of  40s.  Mr.  Boggis-Rolfe  was  appointed 
auditor  by  the  Local  Government  Board  on  July  28th  1904. 
On  June  23rd  1906  an  advertisement  appeared  in  the 
Stratford  Express  giving  formal  notice  of  the  audits.  The 
accounts  to  be  audited  were  those  for  the  year  ending 
March  31st  1906.  On  July  nth  the  audit  was  opened  at 
the  Education  Offices,  and  the  Borough  Treasurer  sub- 
mitted his  accounts.  The  audit  had  been  adjourned  from 
time  to  time,  and  still  stood  adjourned  until  January  loth. 
The  accounts  were  very  large,  the  expenditure  amounting 
to  ;^32o,ooo.  On  September  nth  the  assistant  auditor, 
Mr.  Hughes,  verbally  asked  Mr.  Patterson  for  a  declara- 
tion, and  the  Treasurer  said  he  would  not  give  it.  On 
September  17th  the  Borough  Treasurer  said  he  would  like 
to  have  time  to  consider  the  matter,  and  the  auditor 
adjourned  the  audit  until  October  ist.  Meanwhile,  on 
September  19th,  a  request  in  writing  to  make  a  declara- 
tion as  required  by  the  Act  was  sent  to  Mr.  Patterson. 
On  October  ist  Mr.  Patterson  could  not  attend,  and  the 
audit  was  adjourned  till  October  15th,  and  on  that  day  the 
I^ocal  Government  Board  auditor,  Mr.  Boggis-Rolfe,  and 
the  Treasurer  were  present,  and  the  auditor  handed  to  Mr. 
Patterson  a  written  request  to  make  a  declaration.  He 
refused,  and  asked  to  be  allowed  to  refer  to  the  Finance 
Committee.  The  audit  was  then  adjourned  till  November 
5th,  and  the  auditor  stated  in  the  meantime  that  he  would 
have  to  take  proceedings  if  Mr.  Patterson  persisted  in  his 
refusal  to  make  a  declaration.  A  similar  notice  to  the 
others,  about  the  adjourned  audit,  was  served  on  Mr. 
Patterson,  and  finished  up  by  asking  hun  to  make  or  sign 
a  declaration  of  his  accounts.  Meanwhile  the  auditor 
communicated  with  his  solicitors,  who  wrote  to  Mr. 
Patterson  asking,  before  they  took  further  proceedings, 
whether  he  still  declined  to  make  a  declaration.  That  was 
on  October  24th,  and  on  November  1st  Mr.  Patterson 
replied  saying  that  he  regretted  and  was  somewhat  sur- 
prised that  Mr.  Boggis-Rolfe  had  instructed  them  to  take 
proceedings.    He  had  done  all  in  his  power  to  assist  him. 


He  had  no  objection  to  making  a  declaration  to  their 
client  at  the  next  audit.  His  Worship  would  see  that  the 
Treasurer  was  quite  willing  to  sign  future  accounts,  and 
it  seemed  very  odd  that  he  should  refuse  to  sign  these 
accounts.  On  November  5th  the  auditor  and  the  Borough 
Treasurer  attended  the  audit,  and  a  written  requisition 
for  a  declaration  was  handed  to  the  Treasurer,  but  he 
again  declined  to  make  the  declaration,  and  a  few  days 
later  wrot:  to  the  auditor's  solicitors  saying  that  he  would 
put  the  matter  before  the  Mayor,  who  was  to  be  elected  in 
a  few  days,  and  ask  his  advice  in  the  matter.  From  that 
time  onward  no  declaration  had  been  made,  and  the  audit 
still  stood  adjourned.  The  matter  was  one  of  consider- 
able importance,  as  the  accounts  were  large,  involving  an 
expenditure  of  upwards  of  ;£32o,ooo.  He  contended  that, 
if  the  auditor  required  a  declaration,  the  county  officer — 
who  in  this  case  was  Mr.  Patterson — ^must  give  it.  Mr. 
Patterson  seemed  willing  to  sign  a  declaration  for  future 
accounts,  and  it  seemed  inexplicable  that  he  would  not 
sign  one  now. 

Mr.  Gillespie :  Do  you  admit  that  the  audit  is  still  in 
progress,  Mr.  Lynch? 

Mr.  Lynch :    No,  sir. 

You  contend  it  is  concluded? — Yes,  sir. 

Mr.  Naldrett :  These  accounts  have  never  been  allowed 
or  signed  by  the  auditor.  The  audit  stands  adjourned  until 
January  loth.  The  letter  written  to  the  auditor  on  October 
ist  asked  for  a  provisional  certificate  so  that  the  Council 
could  make  a  claim  to  the  Local  Government  Board,  the 
audit  having  been  adjourned. 

Mr.  Horace  Douglas  Boggis-Rolfe  then  gave  evidence. 
He  said  he  was  auditor  for  the  Essex  audit  district,  and 
was  appointed  in  July  1904  to  audit  accounts  under  the 
Education  Act.  He  duly  gave  notice  of  the  audit  for  July 
nth,  and  the  authorities  inserted  an  advertisement  in  the 
Stratford  Express.  Witness  opened  the  audit  at  the 
Education  Offices,  and  the  Borough  Treasurer  (Mr. 
Patterson)  attended  before  him.  The  audit  had  been 
adjourned  from  time  to  time,  and  now  stood  adjourned 
from  November  5th  to  January  loth.  On  September  17th 
he  had  an  interview  with  the  Borough  Treasurer,  and 
asked  him  to  sign  a  declaration.  Witness  explained  to  him 
that  he  had  a  form  of  declaration  drawn  up  for  his  con- 
venience, but  Mr.  Patterson  was  not  willing  to  make  the 
declaration.  He  asked  for  time  to  consider  the  matter,  and 
witness  adjourned  the  audit  until  October  ist.  On 
September  19th  witness  gave  him  notice  of  the  adjourned 
audit  by  registered  post. 

Mr.  Lynch  :  You  might  take  it  that,  from  time  to  time, 
it  was  properly  adjourned  till  November  5th. 

Witness,  continuing,  said  he  adjourned  the  audit  till 
November  5th.  It  was  not  convenient  for  Mr.  Patterson 
to  attend  on  October  ist,  and  witness  adjourned  it  till 
October  15th,  when  the  Treasurer  attended,  and  witness 
handed  him  a  written  requirement  to  sign  a  declaration. 
He  was  not  then  willing  to  make  or  sign  a  declaration, 
but  walked  out  of  the  room  and  said  he  wished  to 
consult  his  Finance  Committee.    Witness  then  adjourned  till 
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November  5th.  The  declaration  had  not  yet  been  made.  The 
accounts  were  veiy  very  large,  and  required  a  large  amount 
of  examination.  The  usual  practice  was  to  close  an  audit 
by  signing  a  certificate  in  the  Ledger.  He  had  not  done 
so  for  these  accounts. 

Cross-examined  by  Mr.  Lynch :  Witness  denied  that  he 
had  completed  the  audit. 

But  you  have  gone  thorough  all  the  books? — Might  I 
explain?  When  I  am  satisfied  that  the  accounts  axe  com- 
pleted, then  I  can  sign. 

I  put  it  that  the  only  thing  that  is  required  to  complete 
the  audit  is  your  signature? — I  desired  a  declaration  by 
Mr.  Patterson. 

Has  anything  been  done  to  complete  the  audit  since 
September  17th? — No. 

He  objected  to  sign  the  declaration  on  the  ground  that 
no  good  purpose  could  be  served? — He  did  say  so. 

You  wanted  it  because  it  would  be  useful  in  getting 
declarations  from  other  authorities? — No;  that  was  Mr. 
Patterson's  suggestion.  I  said  that  it  would  make  it  easier 
for  me  to  get  other  declarations  if  a  gentleman  in  Mr. 
Patterson's  position  gave  me  a  declaration. 

This  is  one  of  the  biggest  authorities  ? — No.  I  think  the 
Guardians  might  spend  more.    (Laughter.) 

Mr.  Lynch :  You  know  much  more  about  the  Guardians 
than  I  do.  Mr.  Patterson  said  you  were  endeavouring  to 
use  him  as  a  lever  to  get  declarations  from  other  ofiicials. 
Is  that  not  so? — He  suggested  that. 

This  is  the  first  time  you  have  asked  Mr.  Patterson  to 
sign  a  declaration  ? — It  is  the  first  time  I  have  audited  the 
accounts  of  this  authority. 

You  have  always  been  friends  with  Mr.  Patterson? — 
Yes ;  there  has  been  no  friction  whatever. 

He  has  always  given  you  the  greatest  assistance? — ^That 
is  so. 

You  told  Mr.  Patterson  that  asking  for  a  declaration  cast 
no  reflection  on  him? — I  did.  1  had  no  reason  to  believe 
that  Mr.  Patterson  would  present  to  me  incomplete 
accounts. 

You  still  hold  the  same  views?— Yes,  but  I  cannot 
understand  the  resistance  to  such  a  reasonable  request. 

You  know  that  in  the  future  he  is  willing  to  sign  the 
declaration  ? — Yes. 

Mr.  Gillespie  said  he  could  not  understand  why  Mr. 
Patterson  was  willing  to  give  his  signature  to  future 
accounts  and  not  to  these.  He  did  not  think  there  was  the 
slightest  imputation  on  his  character.  The  auditor  said 
it  was  necessary  for  the  purpose  of  the  audit  that  he  should 
have  the  declaration,  and  he  was  entitled  to  ask  for  it. 

Mr.  Lynch  said  he  would  submit  that  the  declaration 
was  not  wanted  for  the  purpose  of  the  audit.  He  suggested 
that  the  audit  was  completed,  all  that  was  required  being 
the  signature  of  the  auditor. 

Mr.  Gillespie :  But  the  auditor  says  differently. 

Mr.  Lynch  said  that  the  auditor  only  wanted  the  declara- 
tion because  it  would  be  of  service  to  him  to  use  as  a 
precedent. 

Mr.     Lynch :      Is     it     customary 
declarations? 


to     ask     for     these 


Mr.  Boggis-Rolfe  said  he  used  his  own  discretion.  He 
had  on  more  than  one  occasion  obtained  a  declaration. 

Mr.  Lynch  thought  that  the  mere  asking  for  the  declara- 
tion was  casting  a  stigma  on  the  Borough  Treasurer.  (To 
Mr.  Rolfe) :  Do  you  intend  making  it  a  practice  to  ask  for 
these  declarations? — No,  I  don't;  only  if  it  is  necessary. 

Mt.  Gillespie :  He  has  a  right  to  use  his  discretion. 

Mr.  Naldrett  at  this  point  announced  that  he  was  quite 
prepared  to  accept  a  declaration,  either  in  the  book  or  a 
separate  document. 

Mr.  Gillespie :  I  have  a  very  strong  opinion  that  no 
insult  was  intended,  and  I  should  like  to  see  this  case 
come  to  an  amicable  close. 

Mr.  Patterson  then  went  into  the  witness-box.  He  said 
that  when  he  was  asked  for  the  declaration  he  asked  the 
auditor  if  there  was  any  ground  for  suspicion,  or  was 
there  any  matter  that  had  not  been  satisfactorily  cleared  up 
at  the  audit?  Mr.  Rolfe  said  that  there  was  no  suspicion, 
and  added  that  it  was  not  necessary  to  have  the  declaration 
in  has  case.  He  (Mr.  Patterson)  then  asked  why  it  was 
wanted,  and  the  auditor,  in  a  rather  iiritated  manner, 
said,  "My  dear  fellow,  I  tell  you  it  is  not  necessary  in 
your  case."  Witness  said,  "Then  why  ask  for  it?"  and 
the  auditor  replied,  "  Because  it  will  assist  me  materially  in 
obtaining  it  from  other  authorities."  Witness  concluded, 
when  told  by  the  auditor  that  the  accounts  were  satisfac- 
tory, that  the  audit  was  finished,  and,  as  a  matter  of  fact, 
the  financial  statement  had  been  stamped  with  a  hundred 
guinea  stamp.  He  was  quite  prepared  to  swear  on  oath 
that  the  accounts  were  correct,  and  if  asked  at  the 
beginning  of  the  audit  for  the  declaration  he  would  have 
given  it;  but  he  maintained  that  in  this  instance  he  was 
asked  for  it  in  order  that  the  auditor  might  strengthen  his 
own  hands. 

Mr.  Gillespie :  I  don't  think  Mr.  Patterson  quite  realises 
the  position  of  the  auditor  and  the  fact  that  he  has  abso- 
lute discretion  in  the  matter.  He  (the  magistrate)  must 
hold  that  the  audit  had  not  been  completed,  for  the  books 
had  not  been  signed  by  the  auditor. 

Mr.  Lynch  asked  that  the  magistrate  would  adopt  the 
powers  given  him  under  section  16  of  the  Summary  Juris- 
diction Act. 

Mr.  Naldrett :  It  is  much  more  serious  than  that. 

Mr.  Gillespie  said  he  thought  the  point  had  been  an 
almost  technical  one  from  start  to  finish,  and  that  this  wa> 
not  a  case  in  which  to  inflict  a  penalty. 

Mr.  Naldrett :  I  suggest,  sir,  that  it  is  very  serious.  A 
matter  of  ;^320,ooo  is  involved. 

Mr.  Gillespie :  I  shall  dismiss  the  summons  on  payment 
of  costs. 

Mr.  Naldrett:  That,  sir,  is  Ueating  the  matter  as  a 
trivial  offence. 

Mr,  Gillespie  said  he  had  given  his  decision,  and  on 
Mr.  Patterson's  giving  his  promise  to  sign  the  declaration 
he  dismissed  the  summons  on  payment  of  ten  guineas 
costs,  in  addition  to  the  Court  costs. 

(Stratford  Express.) 
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Bankruptcies  and  Insolvencies. 

COURT  OF  APPEAL. 

December  13 

(Before  Vaughan  Williams,   Moulton,  and 

Buckley,  L.JJ.) 

In  re  A  Judgment  Debtor;  ex  parte  The  Judgment 

Creditor. 
Bankruptcy-^ Act  of  Bankruptcy^Bankruptcy  Notice— *'  Final 
Judgment"— Order  Enforcing  an  A  ward— Arbitration  Act, 
1889  (52  6*  53  Vict.  c.  49),  s.  12- Bankruptcy  Act,  1883 
(46  &>  47  Vict.  c.  52),  s.  4,  iubsec.  i  (g). 
This  was  an  appeal  by  the  creditor  against  the  refusal 
of  Mr.  Registrar  Hope  to  issue  a  bankruptcy  notice  against 
the  debtor.  The  parties  had  referred  certain  differences 
which  had  arisen  between  them  to  arbitration  and  the 
umpire  gave  his  award  on  March  5  1903.  On  August  2 
1906  the  creditor  took  out,  under  Order  54,  rule  4  F,  and 
section  12  of  the  Arbitration-  Act,  1889,  an  originating 
summons,  entitled  "In  the  Matter  of  an  ArbiUation  and 
In  the  Matter  of  the  Arbitration  Act,  1889,"  that  the  award 
might  be  enforced  by  entering  judgment  in  accordance 
therewith,  and  asking  for  the  costs  of  the  application.  On 
August  10  1906  the  Master  ordered  that  the  award  be 
enforced  and  that  the  judgment  be  entered  in  accordance 
therewith.  On  September  11  1906,  after  reciting  the  order 
of  August  10  1906,  it  was  ordered  that  the  creditor  recover 
against  the  debtor  ;^28  ids.  and  costs  of  the  application. 
The  creditor  then  applied  to  have  a  bankruptcy  notice 
issued  on  this  judgment.  Mr.  Registrar  Hope  declined  to 
issue  the  bankruptcy  notice  on  the  ground  that  the  judg- 
ment was  not  a  judgment  in  an  action  within  section  4, 
sub-section  i  (^),  of  the  Bankruptcy  Act,  1883,  the  material 
portions  of  which  were  as  follows  :  — "  A  debtor  commits  an 
•*  act  of  bankruptcy  in  each  of  the  following  cases :  —  ... 
''(^)  If  a  creditor  has  obtained  a  final  judgment  against 
"him  for  any  amount,  and  execution  thereon  not  having 
"been  stayed,  has  served  on  him  ...  a  bankruptcy 
"  notice  under  this  Act,  requiring  him  to  pay  the  judgment 
**  debt  in  accordance  with  the  terms  of  the  judgment,  or  to 
**  secure  or  compound  for  it  to  the  satisfaction  of  the  creditor 
"  or  the  Court,  and  he  does  not  .  .  .  either  comply  with 
"the  requirements  of  the  notice  or  satisfy  the  Court  that 
''he  has  a  counter-claim,  set-off,  or  cross  demand  which 
"  equals  or  exceeds  the  amount  of  the  judgment  debt,  and 
'*  which  he  could  not  set  up  in  the  action  in  which  the 
**  judgment  was  obtained."    The  creditor  appealed. 

JUDGMENT. 

The  Court  dismissed  the  appeal. 

l-ord  Justice  Vaughan  Williams  said  that  it  had  been 
laid  down  in  several  cases  that  in  construing  section  4, 
oub-section  i  (g)y  of  the  Bankruptcy  Act,  1883,  the  words 
of  the  section  should  be  construed  strictly.  The  question 
to  be  considered  in  the  present  case  was  whether  the 
refusal  of  the  learned  Registrar  to  issue  a  bankruptcy 
notice  was  right  or  wrong.  His  Lordship  thought  that  the 
decision  of  the  learned  Registrar  was  quite  right.     In  his 


opinion  the  judgment  did  not  fall  within  section  4,  sub- 
section I  ig),  of  the  Bankruptcy  Act,  1883,  at  aU.  The 
judgment  was  really  based  upon  the  provisions  of  section 
12  of  the  Arbitration  Act,  1889,  which  provided  that  an 
award  on  a  submission  might,  by  leave  of  the  Court  or  a 
Judge,  be  enforced  in  the  same  manner  as  a  judgment  or 
order  to  the  same  effect.  His  Lordship  did  not  think  that 
the  words  of  section  12  were  at  all  equivalent  to  the  words 
of  Order  36,  rule  50: — "Subject  to  any  such  order  as  last 
•' aforesaid  the  referee  shall  have  ...  the  same  power 
*  to  direct  that  judgment  be  entered  for  any  or  either  party 
"as  a  Judge  of  the  High  Court.'*  Section  12  did  not  give 
the  successful  party  under  the  award  any  further  right 
than  that  of  enforcing  the  award  as  if  it  were  a  judgment. 
In  those  circumstances,  his  Lordship  had  great  doubt 
whether  there  was  any  jurisdiction  to  enter  the  award 
which  was  brought  before  the  Master  as  a  judgment,  but, 
even  if  there  were,  he  thought  that  it  was  not  a  judgment 
within  section  4,  sub-section  i  (g),  of  the  Bankruptcy  Act, 
1883. 

Lord  Justice  Moulton  was  of  the  same  opinion.  His 
Ivordship  said  that  in  order  to  avail  himself  of  sectfon  4, 
sub-section  1  (f),  of  the  Bankruptcy  Act,  1883,  a  creditor 
must  have  obtained  a  final  judgment.  In  the  present  case 
a  document  had  been  produced  which  purported  to  be  a 
judgment,  but  in  his  opinion  that  document  was  bad  on 
the  face  of  it.  It  purported  to  be  "In  the  Matter  of  an 
*"  Arbitration  and  In  the  Matter  of  the  Arbitration  Act, 
"  18S9,"  and  clearly  it  was  not  an  arbitration  in  an  action, 
but  outside  the  Court  altogether.  The  powers  of  the  Court 
in  reference  to  such  an  arbitration  were  defined  by  section 
12  of  the  Arbitration  Act.  That  section  did  not  give  any 
power  to  turn  an  award  into  a  judgment.  It  gave  an 
award  the  same  status  as  a  judgment  for  the  purpose  of 
enforcement,  but  left  it  an  award.  In  his  Lordship's 
opinion,  therefore,  there  was  no  jurisdiction  for  the  direc- 
tion that  judgment  should  be  entered,  which  turned  an 
award  into  a  judgment.  The  only  other  question  was 
whether  this  application  was  a  proceeding  for  enforcement. 
In  his  opinion,  an  application  for  a  bankruptcy  notice  was 
not  a  proceeding  for  enforcing  a  judgment.  It  was  the 
commencement  of  proceedings  of  far  wider  effect  and  in 
no  way  fell  within  section  12  of  the  Arbitration  Act,  1889. 

Lord  Justice  Buckley  was  also  of  opinion  that  the  award 
was  not  a  final  judgment  within  section  4,  sub-section  i 
ig),  of  the  Bankruptcy  Act.  1883. 

(23  Times  Law  Kcports,  214.) 


Company  Law. 

CHANCERY    DIVISION. 
December    11,    18,    and    19. 

(Before  Warrington,  J.) 
Be  Cyclists'  Touring:  Club. 

Company — Alteration  of  Memorandum— Objects — Main    Pur- 
poses— Dissentient  Minority— Duty  of  the  Court — Com- 
hanies  (Memorandum  of  Association)  Act,  1890  (53  cS*  54 
Vict,  c.  62),  5.  I,  subsec.  5,  sub-clauses  (a)  and  (d). 
This  was  an  application  under  the  Companies   (Memo- 
randum of  Association)   Act,    1890,  asking  the  Court    to 
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sanction  an  alteration  of  the  memorandum  of  association  of 
the  Cyclists'  Touring  Club,  so  as  to  broaden  the  basis  of 
the  club  and  extend  the  advantages  and  privileges  of  its 
membership  to  motorists.  The  facts,  so  far  as  material,  are 
set  forth  in  the  judgment  below.  For  the  applicants  it  was 
said  that  the  rapid  growth  of  motoring  had  had  a  prejudicial 
effect  on  cycling,  that  the  pastime  of  cycling  had  fallen  off,  that 
the  membership  had  fallen  from  over  60,000  to  about  30.000. 
Unless  the  alteration  in  the  memorandum  of  association  were 
sanctioned  the  membership  would  still  further  fall  off,  so 
that  it  would  be  impossible  for  cyclists  to  retain  the  privileges 
they  at  present  possessed.  If  the  members  were  increased, 
not  only  would  the  old  privileges  be  maintained,  but  it  would 
be  possible  to  grant  increased  privileges  applicable  to  the 
whole  body  of  tourists.  The  opponents  were  not  called  on 
to  argue. 

JUDGMENT. 

Warrington,  J. — This  was  an  application  under  the  Com- 
panies (Memorandum  of  Association)  Act,  1890,  asking  the 
Court  to  make  an  order  coofirming  an  alteration  of  the 
memorandum  of  association  of  the  Cyclists*  Touring  Club, 
which  was  incorporated  in  1881  as  a  company  not  formed 
for  profits  under  section  23  of  the  Companies  Act,  1867,  with 
a  memorandum  and  articles  of  association.  The  objects  for 
which  the  club  was  established  were  (i)  to  promote,  assist, 
and  protect  the  use  of  bicycles,  tricycles,  and  other  similar 
vehicles  on  the  public  roads ;  (2)  to  provide  legal  assistance 
for  the  riders  of  bicycles,  tricycles,  and  other  similar  vehicles 
in  the  enforcement  of  their  rights  to  use  the  public  roads ;  and 
(3)  to  promote  the  comfort  and  safety  of  its  members  while 
touring  en  bicycles  and  tricycles  by  collecting  and  furnish- 
ing the  necessary  information  for  the  planning  and  conduct 
of  cycling  tours,  and  by  publishing  road  books  and  in  other 
ways.  The  club  had  passed  and  confirmed  a  special  resolu- 
tion to  extend  the  objects  of  the  club.  The  proposed  altera- 
tion was  to  substitute  the  following:  (i)  to  promote,  assist, 
and  protect  *'  the  pastime  of  touring  by  the  use  of  vehicles 
or  otherwise  "  ;  (2)  to  provide  legal  assistance  to  tourists  in 
protecting  their  rights  and  interests ;  and  (3)  to  promote  the 
comfort  and  safety  of  its  members  while  touring  by  collect- 
ing and  furnishing  information  and  in  other  ways.  The 
council  determined  that  it  was  desirable  in  the  interests  of 
the  club  to  introduce  this  alteration,  which  was  brought 
forward  at  the  general  meeting  on  the  gth  of  March  1906. 
It  was  common  ground  that  the  main  object  was  not  the 
admission  of  tourists  whether  on  foot  or  upon  horse-drawn 
vehicles,  but  the  admission  of  the  motoring  public.  After 
a  debate  it  was  decided  by  a  majority  of  three  to  circularise 
the  members  of  the  club  by  sending  out  voting  papers.  As 
the  result  of  this  poll  it  was  found  that  10,443  members  voted 
in  favour  of  the  alteration  and  2,214  against  it,  being  12,657 
votes  out  of  a  total  membership  of  over  30,000,  so  that 
practically  one  third  voted  in  favour  of  the  change.  Having 
obtained  this  vote,  the  council  proceeded  to  summon  the  neces- 
sary meeting  to  pass  the  special  resolution  at  Newcastle. 
This  meeting  was  held  on  the  14th  of  September  1906,  and 
was  only  attended  by  eighty-three  members,  of  whom 
seventy-seven  voted  in  favour  of  the  resolution,  one  against, 


and  five  members  abstained  from  voting.  By  the  constitu- 
tion of  the  club  voting  by  proxy  was  not  allowed.  The  con- 
firmatory meeting  was  held  in  London,  and  was  attended  by 
368  members.  On  a  show  of  hands,  210  voted  in  favour  of 
the  resolution,  157  against,  and  one  member  abstained  from 
voting.  A  poll  was  thereupon  demanded,  and  of  the  210 
only  173  voted  in  favour  of  the  change,  and  156  against  it. 
so  that  the  resolution  was  carried  by  a  majority  of  under 
twenty.  A  considerable  amount  of  evidence  was  gone  into. 
His  Lordship  said  it  was  impossible  for  him  to  say  whether 
the  view  of  those  who  favoured,  or  the  view  of  those  who 
opposed,  the  proposed  alteration  was  the  correct  one.  It 
must  be  entirely  a  matter  of  opinion.  There  was  a  conflict 
of  evidence  whether  on  the  whole  it  would  be  more  in  the 
interests  of  the  club  that  the  alteration  should  be  made,  or 
that  the  club  should  remain  as  it  was.  It  seemed  to  him, 
on  the  whole,  that  even  if  he  had  power  to  sanction  the 
alteration  he  would  not  be  justified  in  doing  so  in  the 
exercise  of  his  discretion,  partly  because  he  was  not  satisfied 
that  it  was  in  the  interests  of  the  club  generally,  and  he 
was  bound  by  the  Act  to  have  regard  to  the  interests  of  all, 
and  partly  because  he  could  not  take  the  votes  given  at  the 
meetings  as  really  representing  the  views  of  the  club  as  a 
whole.  The  real  ground,  however,  upon  which  he  should 
refuse  to  sanction  the  alteration  was  that,  in  his  opinion, 
the  alteration  did  not  come  within  the  Act  at  all.  It  was 
said  by  the  applicants  that  it  came  within  either  sub  clause 
(a)  or  sub-clause  (d)  of  section  i,  sub-section  5.  It  was 
argued  that  by  enlarging  the  membership  the  business  of 
the  club  could  be  carried  on  more  economically  and  more 
efficiently,  but  that  contention  was  not  sound.  He  thought 
that  what  was  contemplated  by  sub-clause  (a)  was  an  altera- 
tion which  would  leave  the  business  of  the  company  sub- 
stantially what  it  was,  merely  altering  the  mode  of  carrying 
it  on.  so  that  it  could  be  done  more  economically  and  more 
efficiently.  The  proposed  alteration  would,  however,  alter 
the  business  of  the  club  completely,  and  cause  the  promo- 
tion of  the  benefits  of  cyclists  to  cease  to  be  the  main 
object  of  the  club.  It  would  substitute  in  its  place  the 
promotion  of  the  benefits  of  tourists  generally,  and  of  cyclists 
only  incidentally.  As  regards  .sub-clause  {d)^  it  might  be 
said  that  the  proposal  was  to  combine  the  sport  of  touring 
on  cycles  with  the  sport  of  touring  on  motors.  That  wa.s 
not  the  true  effect  of  the  proposal.  Having  regard  to  the 
business  of  the  club,  which  was  to  cater  for  a  special  class, 
the  proposal  was  to  cater  for  the  whole  class  of  tourists,  of 
whom  the  present  body  of  members  of  the  club — ^namely, 
cyclists — formed  only  part.  It  was  intended  to  enlarge  the 
business  by  including  in  it  the  power  to  grant  privileges  to 
a  larger  class  of  persons.  But,  assume  that  it  was  right 
that  they  should  combine  the  two  businesses,  was  it  made 
out  that  the  new  business  could  be  conveniently  carried  on 
in  connection  with  the  present  business  of  the  club.  In  his 
opinion,  that  view  was  not  made  out,  and  it  was  not  possible 
to  take  that  view  on  the  evidence  of  the  applicants  them- 
selves. It  seemed  to  him  that  one  of  the  objects  of  the  club 
was  to  protect  cyclists  against  motorists.  If  the  two  busi- 
nesses were  combined,  cyclists  would  only  protect  them- 
selves against  motorists  by  proceedings  against  members  of 
their  own  class.  The  protection  of  cyclists  could  not  be 
combined  as  a  business  with  that  of  the  protection  of 
motorists.  The  application  must  be  refused,  w^ith  costs. 
(S.J.  172.) 
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Xaw  Reports* 
Accountancy  and  Auditing. 

CHANCERY  DIVISION. 

January  28. 

(Before  Wakhington,  J.) 

Society  of  Accountants  i'.  Qoodway  and  others. 

Alleged  Infiingement  of  Accountancy  Designation  —  The  Title 
**  Incorporated  Accountant.'^ 

Mr.  Warmington,  K.C.,  Mr.  Rowden,  K.C.,  and  Mr. 
Kirby  appeared  for  the  plaintiffs ;  Mr.  H.  Terrell,  K.C., 
Mr.  Ashton  Cross,  and  Mr.  Duiia  represented  the 
defendants. 

Mr.  Warmington,  in  opening  the  case,  said  the  action 
was  brought  by  the  Society  of  Accountants  and  Auditors, 
which  was  a  company  incorporated  under  the  Companies 
Acts,  the  word  "limited"  having  been  omitted  under  a 
licence  from  tlie  Board  of  Trade,  and  the  defendants  were 
Messrs.  Good  way  and  Fawcett  and  the  London  Associa- 
tion of  Accountants,  Lim.  The  plaintiffs  sought  to  be 
protected  against  the  carrying  on  of  a  business  by  Mr. 
Goodway  under  the  style  and  name  which  was  the  style 
and  name  adopted  by  the 'members  of  the  plaintiff  com- 
pany. No  doubt  his  Lordship  would  remember  some- 
thing of  the  case,  as  it  had  been  before  him  on  an  inter- 
locutory application  for  injunction. 

His  Lordship  said  he  remembered  something  of  it. 

Mr.  Warmington  said  the  London  Association  of 
Accountants,  Lim.,  were  joined  as  defendants  because  it 
was  through  them  and  by  their  advice  and  suggestion  that 
the  style  had  been  adopted  by  Mr.  Goodway  and  had  been 
adopted  also  by  others  who  were  members  of  that  Asso- 
ciation. It  was  an  action  of  a  kind  with  which  the  Court 
had  been  familiar  for  very  many  years,  but  he  agreed  it 
w^as  attempted  to  be  applied  in  this  action  to  a  somewhat 
i>ew  state  of  facts.  The  plaintiffs'  Society  felt  very 
strongly  upon  the  matter,  and  they  based  their  claim,  so 
far  as  authority  was  concerned,  upon  a  case  which  was  on 
all  fours  with  the  one  which  would  be  presented — namely, 
a  case  decided  in  the  Scotch  Courts,  where  the  judgment 
of  the  Lord  Ordinary,  which  was  in  favour  of  the  plaintiff, 
was  affirmed  on  appeal.  He  did  not  think  the  principle 
was  at  all  new.  In  fact  it  was  quite  old,  and  was  clearly 
set  forth  in  the  decision  of  the  House  of  Lords  in 
Reddeway  7'.  Banham^  conrunonly  known  as  the  Carrul  Hair 
Belting  case.  The  most  convenient  course  would  be  that 
he  should  open  the  case  by  giving  his  Lordship  the  docu- 
ments which  were  relevant,  and  also  calling  attention  to 
these  two  authorities,  and  then  he  shotdd  trouble  the  Court 
with  a  mass  of  evidence,  as  the  phrase  he  was  seeking  to 
protect  was  that  of  "  Incorporated  Accountants."  The  first 
impression  was  rather  against  such  a  claim,  and  it  would 


have  to  be  proved  by  an  immense  amount  of  evidence.  In 
opening  the  case  he  would  merely  indicate  what  the  evi- 
dence wotdd  be,  except  so  far  as  it  depended  upon 
documents. 

His  Lordship  said  he  understood  the  phrase  which  the 
plaintifis  sought  to  protect  was  that  of  "Incorporated 
Accountants." 

Mr.  Warmington  said  that  was  so.  The  plaintiffs' 
Society  was  established  on  29th  December  1885,  and  was 
registered  under  section  23  of  the  Companies  Act,  1867. 
The  Society  was  the  Society  of  Accountants  and  Auditors, 
and  their  objects  provided  a  central  organisation  and  to  do 
all  such  things  as  were  necessary  to  elevate  the  status  and 
to  procure  the  advancement  of  the  interests  of  the  profes- 
sion ;  to  provide  for  examination  and  the  issue  of  certifi- 
cates ;  to  give  the  members  the  facilities  for  reading  papers 
and  to  assist  necessitous  members.  The  Society  was  not 
entitled  to  divide  any  profit  among  the  members  either  by 
way  of  dividend  or  bonus.  The  members  were  divided 
into  two  classes — Fellows  and  Associates.  No  person  was 
eligible  for  admission  as  a  Fellow  unless  it  was  shown  to 
the  satisfaction  of  the  Council  that  he  had  been  con- 
tinuously in  practice  as  an  accountant  for  not  less  than 
seven  years  prior  to  the  date  of  application,  or,  having 
passed  the  examination  necessary  for  the  admission  of 
Associates,  had  been  continuously  in  practice  for  not  less 
than  three  years.  No  one  was  eligible  for  admission  as 
an  Associate  who  was  not  a  public  accoimtant,  or  a  prin- 
cipal clerk  of  an  accountant,  or  an  accountant  in  the 
service  of  the  Government  of  the  United  Kingdom,  or  who 
had  not  passed  such  an  examination  as  was  prescribed  by 
the  Council.  Article  26  provided  for  the  retirement  from 
or  forfeiture  or  suspension  of  membership;  and  any 
member  might  resign  on  giving  notice  to  the  Council,  and 
should,  ipso  facto,  cease  to  be  a  member  in  the  event  of 
his  subscription  being  six  months  in  arrear,  or  in  the  case 
of  becoming  bankrupt  or  making  an  assignment  for  the 
benefit  of  creditors,  but  the  Council  had  discretion  to 
reinstate  such  member  without  an  entrance  fee.  Then  the 
rules  provided  for  the  appointment  of  a  Disciplinary  Com- 
mittee, who  had  power  to  suspend  any  member  where  it 
was  proved  to  their  satisfaction  that  he  had  been  guilty  of 
any  discreditable  act  or  conduct.  Further,  if  a  member 
was  considered  guilty  of  dishonourable  conduct  the  Com- 
mittee had  power  to  call  upon  him  to  give  an  explanation 
of  such  conduct,  and  to  state  its  opinion  in  the  form  of  a 
report,  which  report  was  to  be  laid  before  the  Council,  and 
if  that  body  recommended  the  exclusion  of  the  member  a 
special  meeting  of  the  Council  had  to  be  convened,  when 
such  member  might  by  a  vote  of  two-thirds  of  the  Council 
be  excluded  or  otherwise  dealt  with,  as  the  Council  should 
tliink  fit ;  but  such  decision  might  be  revoked  or  modified 
subject  to  such  terms  and  conditions  as  the  Council  should 
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deem  fit.  Then  followed  provisions  for  the  constitution  of 
tlie  Council.  The  Council  were  empowered  to  take  cog- 
nisance of  any  matters  brought  before  it  affecting  the 
status  of  the  miembers,  or  the  representation  of  the  Society. 
Article  loo  provided  for  the  establishment  of  a  reserve 
fund.  The  object  of  the  Society  was  to  secure  that  its 
members  should,  in  th«  first  instance,  be,  and  should  con- 
tinue to  be,  persons  of  good  and  honest  character ;  they 
should  not  be  guilty  of  any  dishonourable  act,  and,  so  far 
as  their  professional  capacity  was  concerned,  they  were  to 
be  efficient.  Therefore  for  that  purpose,  as  was  hinted 
in  the  articles,  the  Society  bad  twice  a  year  examinations 
of  students  who  desired  to  become  candidates  for  the 
position  of  Associate.  The  examinations  were  Preliminary, 
Intermediate,  and  Final.  There  was  a  bond  fide  and 
serious  attempt  to  obtain  a  body  of  men  whose  member- 
ship of  the  Society  should  pass  current,  as  regards 
efficiency  and  good  character.  In  1886  the  Society  resolved 
to  recommend  to  its  members  that  they  should  adopt  as  a 
distinguishing  title  the  phrase  "Incorporated  Account- 
ants," and  that  was  again  urged  in  the  report  for  the  year 
1888.  From  1887  to  1891  advertisements  were  placed  by 
the  Society  in  the  legal  papers  bearing  this  title,  and  in 
1889  the  Society  started  and  published  an  official  organ 
called  2'/ie  Incorporated  Accountants^  Journal,  which  had 
a  circulation  of  over  2,000  a  month.  Besides  that  there 
were  a  number  of  affiliated  Societies,  such  as  the  Man- 
chester and  District  Society  of  Incorporated  Accountants, 
and  the  like.  In  consequence  of  the  steps  that  were  taken 
in  and  prior  to  1905  the  members  of  the  plaintiff  Society 
had  adopted  the  title,  and  were  known  as  "Incorporated 
Accountants,"  and  that  title  or  designation  was  used  in 
the  public  press  and  in  the  report  made  to  Parliament  on 
municipal  trading.  In  consequence  of  the  agitation 
which,  for  some  little  time  before  the  Committee  was 
appointed,  had  taken  place  various  corporations  had 
obtained  Act.s  of  Parliament,  and  they  either  of  themselves 
introduced  •  into  the  Acts,  or  they  had  to  accept  in  the 
Acts,  a  clause  dealing  with  the  auditorship  of  their 
accounts  in  a  particular  way.  The  name  also  appeared  in 
tlie  Post  Office  Directory.  So  things  continued  until  1905. 
and  in  January  of  that  year  the  I^ndon  Association  of 
Accountants,  Lim.,  was  formed.  That  was  a  campany 
limited  by  guarantee.  The  company  was  really  formed 
with  a  view  of  setting  on  foot  a  society  whose  members 
might  use  the  phrase  "Incorporated  Accountants,"  and 
thereby  obtain  the  benefit  of  the  status  which  the  members 
of  the  plaintiff  Society  had  obtained.  Having  read  the 
prospectus  of  the  defendant  Society,  and  certain  corre- 
spondence which  had  passed  between  them  and  Mr.  Tutill 
with  reference  to  the  admission  of  that  gentleman  as  an 
Associate,  who  was  told  the  privileges  which  a  member 
ould    enjoy— namely,     that,    of     being     described    as 


"  Incorporated  Accountants,  Lon.  Asson." — ^he  pointed  out 
that  there  was  no  Society  of  Accountants,  Chartered  or 
Incorporated,  at  the  time  the  Act  was  passed  other  than 
the  Chartered  Accountants  and  the  plaintiff  Society. 
Another  example  of  how  the  business  of  the  defendant 
Society  was  transacted  was  this  (and  he  was  bound  to  say 
they  were  very  courageous) :  A  circular  was  issued  by  Mr. 
Lewis,  the  Secretary,  on  3rd  September  1906,  in  which  it 
was  stated  that  in  a  Bill  before  Parliament  the  members  of 
the  Society  were  specially  recognised  as  proper  persons  to 
audit  Trust  Accounts,  &c.,  but  the  Bill  in  question  pro- 
vided that  "the  auditor  shall  be  either  a  member  of  the 
"Institute  of  Chartered  Accountants  or  a  member  of  the 
"Society  of  Accountants  and  Auditors,  or  the  manager  of 
"a  bank." 

Mr.  Terrell  said  he  could  not  see  what  this  had  to  do 
with  the  case,  but,  supposing  he  was  wrong,  it  was  merely 
introduced  by  way  of  prejudice. 

Mr.  Warmington  said  the  defendant  Goodway  was  a 
member  of  the  Society,  and  what  he  did  was  only  a  sample 
of  what  might  be  expected  would  be  done  under  the  circum- 
stances previously  mentioned.  He  issued  circulars  solicit- 
ing orders  for  the  collection  of  debts,  in  which  he  described 
himself  as  an  "Incorporated  Accountant,  Lon.  Asson.'* 
If  Mr.  Goodway  carried  on  business  under  the  style  which 
was  likely  to  lead  people  to  believe  he  was  a  member  of  the 
plaintiff  Society  he  did  that  Society  great  harm,  and  would 
bring  it  into  disrepute,  and  according  to  the  law  of  the 
country  no  one  was  entitled  to  do  such  a  thing. 

His  Lordship  said  he  understood  the  business  of  the 
plaintiff  Society  was  to  promote  the  welfare  of  accountants, 
and  their  contention  was  that  they  were  less  able  to  do 
t^at  in  consequence  of  the  defendants  having  adopted  that 
title. 

Mr.  Wannington  said  that  was  his  contention,  as  the 
status  of  the  members  of  the  plaintiff  Society  would  be 
lowered  both  as  regarded  character  and  efficiency.  In 
Reddeway  v.  Banham  the  House  of  Lords  distinctly  laid 
down  the  principle  that  nobody  had  any  right  to  represent 
his  goods  as  the  goods  of  someone  else.  In  the  case  of  the 
Society  of  Accountants^  Edinburgh  v.  The  Corporation  of 
Accountants,  Lim,,  which  was  tried  in  the  Scotch  Courts, 
the  defendants  were  restrained  from  using  letters  such  as 
"C.A.,"  which  would  lead  persons  to  believe  they  were 
members  of  a  Society  incorporated  by  Royal  Charter,  and 
under  that  decision  he  submitted  the  defendants  ought  to 
be  restrained  from  using  the  phrase  "Incorporated 
Accountants."  There  was  clearly  a  business  carried  on, 
and  all  he  had  to  prove  was  that  the  designation  "Incor- 
porated Accoimtants  "  had  been  used  ;  that  it  was  used  by 
the  members  of  the  plaintiff  Society,  and  was  taken  by  the 
public  as  representing  a  member  of  that  Society,  and  be 
also  suggested  that  in  the  way  in  which  the  defendant  had 


February  2,  1907.        THE  ACCOUNTANT   LAW   REPORTS 


15 


used  the  words  he  had  infringed  the  plaintiffs*  rights. 
When  the  defendants*  company  started  it  had  a  whole  field 
of  selection  of  names  so  as  to  keep  clear  of  what  had 
already  been  taken  possession  of  by  Chartered  Accountants 
and  by  the  plaintiff  Society ;  it  knew  when  it  was  formed 
that  the  words  "  Incorporated  Accountants  **  had  been  in 
use  by  the  members  of  the  plaintiff  Society,  but  they  said 
such  members  had  not  the  exclusive  use.  When  the 
defendant  Society  was  registered  to  whom  could  the  words 
"  Inco(rporated  Accountants  "  refer?  It  could  not  refer  to 
the  defendants,  as  they  were  not  in  existence.  He  hoped 
to  establish  that  the  secondary  meaning  of  the  phrase  was, 
and  always  had  been,  membership  of  the  plaintiff  Society, 
and  upon  these  grounds  he  asked  the  Court  to  grant  the 
injunction  asked  for. 

Mr.  James  Martin,  examined  by  Mr.  Rowden,  said  he 
was  a  partner  in  the  firm  of  Martin,  Farlow  &  Co., 
accountants,  of  4  King  Street,  Cheapside,  B.C.,  and  had 
been  Secretary  of  the  plaintiff  Society  for  over  twenty  years. 
He  was  well  acquainted  with  the  histoiy  and  formation  of 
the  plaintiff  Society.  The  Society  had  been  in  the  habit  of 
publishing  a  year-book,  and  he  produced  the  one  for 
1905-6.  The  membership  of  the  Society  had  become  very 
numerous ;  at  the  time  of  the  commencement  of  the  action 
it  was  over  a,ooo  and  was  now  2,150.  The  members 
consisted  of  Fellows  and  Associates.  In  18S6  a  system  of 
examinations  was  started ;  this  had  been  continued  half- 
yearly  down  to  1906,  and  a  syllabus  of  the  examinations 
was  issued  half-yearly.  A  certificate  was  granted  on  the 
passing  of  each  examination  referred  to  in  the  syllabus. 
This  certificate  was  regarded  as  of  considerable  value. 
Care  was  taken  in  the  selection  of  the  members  of  the 
Society,  each  proposed  member  having  to  be  nominated  by 
three  members.  Precautions  had  been  taken  to  maintain 
a  high  state  of  discipline,  a  Disciplinary  Com- 
mittee having  been  appointed,  which  inquired  into 
any  complaint  of  any  member  of  the  Society.  As 
a  result  of  the  care  thus  taken,  at  the  present 
time  the  members  had  a  place  of  confidence  in  the  estima- 
tion of  the  public.  Directly  after  the  incorporation  of  the 
Society  a  meeting  was  held^  when  the  question  of  the 
description  of  the  members  was  discussed,  and  it  was  con- 
sidered that  the  term  of  "  Incorporated  Accountant  *'  was 
the  best  which  could  be  adopted  to  describe  in  a  concise 
manner  those  who  vrore  members  of  the  Society,  and  that 
phrase  had  been  continuously  used  down  to  the  present 
time.  In  April  1889  ^^  Council  issued  a  report  to  the 
members,  which  was  adopted  at  the  meeting  held  on  23rd 
May.  Nine  district  Societies  in  England  and  Wales  had 
been  formed  of  Incorporated  Accountants ;  the  first  was 
formed  in  January  1886  at  Manchester,  and  there  were  also 
branches  in  the  Colonies.  In  the  title  of  every  one  of  these 
Societies  the  phrase  *'  Incorporated  Accountant  "  appeared. 


A  person  could  not  be  a  member  of  a  district  Society  until 
he  was  already  a  member  of  the  Society  of  Accountants 
and  Auditors,  which  was  called  the  "parent  Society." 
Anyone  ceasing  to  be  a  member  of  the  parent  Society 
would  ipso  facto  cease  to  be  a  member  of  the  branch 
Society.  In  September  1887  he  inserted  notices  in  the  legal 
papers  about  the  Society  on  the  instructions  of  the 
Council,  and  these  were  continued  for  about  four  years. 
Since  1889  the  Society  had  continuously  issued  a  journal. 
There  was  also  a  Students'  Society  connected  with  the 
Society,  and  witness  produced  a  book  containing  the 
lectures  delivered  before  the  Society,  which  book  was 
published  annually.  In  Lisle*s  *"  Encyclopaedia  of 
Accounting,"  which  was  a  recognised  standard  work,  refer- 
ence was  made  to  the  plaintiff  Society  as  "Incorporated 
Accountants." 

Mr.  Terrell  objected  to  the  book  being  received  in  evi- 
dence, unless  the  person  who  wrote  the  article  was  to  be 
called. 

His  Lordship  ruled  that  the  book  could  not  be  put  in 
evidence. 

Mr.  Rowden  contended  that  the  book  was  clearly  evi- 
dence of  reputation,  but  his  Lordship  declined  to  alter  his 
previous  ruling. 

Examination  continued :  Notices  and  advertisements 
had  been  inserted  in  the  press  containing  the  expression 
"Incorporated  Accountants,"  and  of  these  witness  pro- 
duced a  large  number. 

Mr.  Terrell  objected  to  the  press  cuttings  being  put  in  as 
evidence  of  reputation,  but  his  Lordship  overruled  the 
objection. 

Examination  continued  :  He  was  able  to  say  that  in  some 
cases  the  communication  which  appeared  in  the  press  did 
not  come  from  the  Society ;  many  of  them  were  editorial 
comments,  and  others  were  reports  of  meetings  held  in 
different  parts  of  the  country.  In  the  London  Gautte  of 
7th  November  1900  the  names  of  the  members  of  the  plain- 
tiff Society  appeared  as  "Incorporated  Accountants,"  and 
when  appointed  as  trustees  they  were  also  so  described. 
Witness  produced  a  large  bundle  of  correspondence,  in 
which  the  members  used  these  words  on  their  notepaper, 
and  said  that  in  the  audited  accounts  of  public  companies 
the  name  also  appeared,  and  in  support  of  this  statement 
he  produced  several  copies  of  the  Financial  Times,  In  each 
case  the  person  so  referred  to  was  a  member  of  the  plain- 
tiff Society.  After  the  formation  of  the  defendant  com- 
pany in  1905  he  received  many  complaints  from  members 
of  plaintiff  company  that  other  persons  were  using  the 
term  "Incorporated  Accountant,"  and  among  other  com- 
plaints one  was  one  about  Mr.  Good  way.  A  person  who 
issued  a  document  in  the  terms  that  this  gentleman  had 
done  would  not  be  admitted  as  a  member  of  the  plaintiff 
Society.     A  case  had  been  brought  to  his  notice  where 
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persons  who  had  ceased  to  be  members  of  the  Society  had 
announced  themselves  as  members,  and  in  one  instance  a 
person  who  gave  evidence  in  a  County  Court  and  described 
himself  as  a  member,  although  his  name  had  been  removed 
from  the  roll,  was  complained  about. 

Mr.  Terrell  objected  to  the  evidence  and  the  objection 
was  allowed. 

Examination  continued  :  The  plaintiff  Society  had  spent 
£Si47^  4s.  I  id.  on  examinations  to  the  end  of  1905,  and 
^680  in  1906.  Down  to  the  time  he  heard  of  the  defendants' 
Association  he  had  only  known  of  cne  or  two  solitary 
instances  where  other  persons  used  the  term  "  Incorporated 
Accountant,"  and  in  each  case  steps  were  at  once  taken 
to  stop  it,  and  successfully  so. 

What    did    you    understand    the    term    "Incorporated 
Accountant"  to  mean? 
Mr.  Terrell  objected  to  the  question. 
Mr.  Rowden :    Had  the  expression  any  general  under- 
standing in  the  profession  ? — Yes. 

What  was  it? — It  was  considered  in  the  profession  to 
refer  exclusively  to  the  members  of  the  plaintiff  Society. 

Cross-examined  by  Mr.  Terrell :  The  plaintiff  Society 
was  incorporated  in  1885;  by  the  end  of  1886  it  had  a 
number  of  members,  but  from  memory  he  could  not  say 
how  many.  Down  to  the  end  of  1886  none  of  the  members 
were  subjected  to  any  examination.  The  first  examination 
was  in  June  1887.  Some  of  the  original  members  were 
members  now ;  in  fact,  he  himself  had  not  undergone  any 
examination.  For  the  first  five  years  the  examinations  did 
not  amount  to  one  hundred  a  year,  but  it  must  not  be 
forgotten  that  the  number  of  persons  admitted  was  small. 
He  first  heard  from  the  Secretary  of  the  defendant  Society 
that  the  members  were  going  to  describe  themselves  as 
"Incorporated  Accountants"  on  the  loth  July  1905.  This 
letter  was  placed  before  his  Council.  He  did  not  suggest 
in  reply  that  the  use  of  the  term  would  lead  to  confusion. 
All  he  said  was  that  the  Council  reserved  all  rights  in  the 
matter.  This  was  done  on  the  advice  of  the  solicitors.  He 
could  not  give  the  exact  date  when  he  heard  that  the 
members  of  the  defendant  Society  were  going  to  use  the 
term  "Incorporated  Accountants,"  but  after  the  issue  of 
the  circular  the  matter  was  placed  in  the  hands  of  the 
solicitors.  Being  asked  as  to  his  opinion  as  to  why  he 
had  not  stated  that  the  plaintiff  Society  claimed  the 
exclusive  use  of  the  word,  witness  appealed  to  his  Lord- 
ship as  to  whether  he  was  bound  to  answer  the  question, 
and  was  informed  that  he  was  not. 

Cross-examination  continued  :  No  one  would  be  allowed 
to  join  the  plaintiff  Society  if  he  issued  a  circular  similar 
to  that  of  Mr.  Goodway's. '  The  whole  tone  of  this  circular 
would  tend  to  bring  discredit  to  any  Society  to  which  the 
person  who  issued  it  was  attached.  The  circular  might  be 
lescribed  as  a  touting  circular.    He  objected  to  the  state- 


ment contained  in  it  that  the  charge  for  collecting  a  debt 
was  6d.     It  was    not    a    circular    which  any  respectable 
accountant  ought  to  issue.     He  objected  to  the  statement 
that  no  solicitors'  fees, were  charged,  though  the  statement 
that  all  moneys  received  would  be  handed  over  at  once  was 
very  satisfactory.     He  would  not  say  that  some  of  the 
members  of  the  plaintiff  Association  did  not  collect  debts, 
though  he  had  never  heard  that  the  charge  for  doing  so 
was  6d.    Several  circulars  issued  by  members  of  plaintiff 
Society  being  shown  to  witness,  he  declined  to  call  them 
"  touting  "  circulars,  and  stated  that  he  was  not  aware  that 
their  members  served  writs  and  the  like.     This  kind  of 
work  was  unusual,  but  he  could  not  say  it  was  improper. 
He  would  not  say  that  Chartered  Accountants  did  collect 
debts  ;  it  was  the  business  of  the  Council  to  investigate  any 
complaint  brought  before  it,  but  an  occasion  had  never 
arisen.    Personally,  he  would  not  issue  a  circular  having 
reference  to  the  collection  of  debts,  but  he  declined  to  say 
that  it  was  discreditable  conduct.     Some  of  the  members 
of  the  plaintiff  Society  did  not  use  the  term  "  Incorporated 
Accountants,"  as  they  were  not  in  a  position  to  do  so.    He 
could  not  say  what  proportion  of  the  members  were  in  a 
position  to  use  the  term.    The  Discipline  Committee  had 
•power  to  remove  members  from  the  list,  and  this  power 
had  been  put  in  force  during  the  last  year.    There  were  five 
Associations  of  Accountants  in  the  United  Kingdom  incor- 
porated by  charter — ^three  in  Scotland,  one  in  England,  and 
one  in  Ireland— and  the  members  were  described  as  **  Char- 
tered Accountants,"  which  meant  that  they  were  members 
of  an  association  incorporated  by  charter.    At  the  date  of 
the  incorporation  of  the  defendant  Society  the  plaintiffs 
were  the  only  Society  of  Accountants  in  England  incorpo- 
rated otherwise  than  by  charter.    The  term  "  Incorporated 
Accountants  "  was  adopted  for  the  purpose  of  giving  a 
designation  to  each  individual  member.    Several  instances 
having  been  put  to  the  witness  where  accountants  of  public 
companies  who  were  members  of  the  plaintiff  Society  were 
not  described  as  "Incorporated  Accountants,"  the  further 
hearing  was  adjourned. 


On  the  hearing  being  resumed  on  Tuesday,  January  29th, 
Mr.  James  Martin  was  further  cross-examined  by  Mr. 
Terrell.  He  said  in  some  cases  where  members  of  the 
Society  were  appointed  as  trustees  they  were  not  described 
as  "  Incorporated  Accountants "  in  the  London  Gautte. 
Thirty-eight  cases  were  put  to  witness,  and  he  admitted  he 
was  not  in  a  position  to  deny  that  no  description  appeared 
in  the  Gateite  in  these  cases.  Of  the  2,018  members  whose 
names  appeared  in  the  year-book  for  1905,  1,50a  were  in 
England,  129  in  Scotland,  56  in  Ireland,  and  the  remainder 
in  the  Colonies.  He  was  not  aware  that  out  of  the  1,502 
many  followed  other  occupations  besides  that  of  account- 
ants.    Some,  no  doubt,  held  important  public  appoint- 
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ments,  but  these  posts  had  been  obtained  through  possess- 
ing a  knowledge  of  accounts.  lie  would  not  admit  that  in 
a  large  number  of  instances  the  members  did  not  describe 
themselves  as  accountants  on  their  door-plates ;  it  might  be 
that  after  a  man  was  admitted  to  membership  he  did  not 
go  to  the  expense  of  having  his  door-plate  altered.  In  1905 
the  Institute  of  Chartered  Accountants  promoted  a  Bill  in 
Parliament  having  for  its  object  the  protection  of  the  term 
"Chartered  Accountant."  This  Bill  was  opposed  by  the 
plaintiff  Society  on  a  question  of  policy,  it  being  con- 
sidered that  if  the  Bill  were  passed  it  might  lead  to  a 
monopoly  of  public  business  to  members  of  the  Chartered 
Institute.  Plaintiff  Society  had  never  tried  to  obtain  a 
charter.  The  Bill  to  which  he  had  referred  was  again 
introduced  into  Parliament  in  1906,  but  was  ultimately 
withdrawn.  He  had  heard  it  sUted  that  the  defendant 
Society  held  examinations,  but  had  no  personal  knowledge 
of  it. 

Re-examined:  In  consequence  of  complaints  received 
from  members  about  Mr.  Goodway  and  others,  the  plaintiff 
Society  in  November  1905  issued  a  public  warning  with 
reference  to  the  term  "  Incorporated "  being  used  by 
unqualified  persons,  and  afterwards  the  writ  was  issued. 
Where  a  firm  was  composed  of  two  partners,  one  of  whom 
was  a  Chartered  Accountant  and  the  other  an  Incorporated 
Accountant,  it  was  usual  to  use  a  common  term,  such  as 
"  Accountants,"  to  describe  the  firm.  Prospectuses  did  not 
stand  on  the  same  footing  as  published  audited  accounts ; 
if  the  finn  was  an  eminent  one  no  description  would  be 
pat  after  the  name,  though  in  a  Balance  Sheet  it  was  usual 
to  do  so.  Although  members  of  the  plaintiff  Society  were 
not  always  described  as  Incorporated  Accountants  in  the 
London  Gautte  when  appointed  as  trustees,  he  could  give, 
and  did,  several  instances  where  they  were  so  described ; 
the  omission  was,  no  doubt,  due  to  the  fact  that  in  the 
form  there  was  no  separate  column  for  the  description.  It 
was  a  debatable  point  whether  persons  holding  municipal 
appointments  could  be  said  to  be  in  private  practice.  Until 
the  defendant  Society  came  on  the  scene,  with  the  excep- 
tion of  two  cases,  which  had  been  protested  against,  he 
had  never  known  the  term  ^  Incorporated  Accountant " 
used  by  anyone  except  members  of  the  plaintiff  Society. 

Mr.  William  Strachan,  examined  by  Mr.  Rowden,  said 
he  was  an  Incorporated  Accountant  and  Assistant  Secre* 
tary  of  the  plaintiff  Society.  He  had  gone  through  the  file 
of  correspondence  from  the  beginning  of  1903  to  find  letters 
with  headings  on  the  letter  paper.  The  number  of  prac- 
tising members  belonging  to  plaintiff  Society  in  England 
and  Wales  was  about  750,  the  total  number  of  members 
being  1,619.  ^  ^  result  of  his  search  he  found  letters 
from  526  members  who  used  the  term  "Incorporated 
Accountant."  Deducting  that  number  and  the  mixed  firms 
from  750  there  would  remain  149  who  did  not  use  the  title. 


Many  members   did  not  practise  on  their  own  account, 
but  were  engaged  as  accountants'  clerks. 

Cross-examined :  He  was  a  partner  in  the  firm  of  Martin 
&  Farlow,  and  had  held  the  post  of  Assistant  Secretary  for 
about  eight  or  nine  years.  He  had  not  looked  for  lettets 
which  did  not  bear  any  imprint,  as  there  was  no  object  in 
so  doing.  Of  the  526,  he  might  say  that  if  a  letter  came 
from  a  firm  composed  of  two  people  that  would  count  as 
two,  but  the  firm  of  Oddy  &  Ashton,  of  Manchester, 
counted  only  as  one,  as  only  one  member  of  the  firm  was 
connected  with  the  plaintiff  Society. 

Mr.  John  Gordon,  examined  by  Mr.  Warmington,  said 
he  was  an  accountant  practising  in  the  city  of  Leeds,  and 
during  the  twenty -five  years  in  which  he  had  been  in  prac- 
tice he  had  had  a  large  business  as  an  accountant.  He 
was  also  a  justice  of  the  peace,  and  six  years  ago  was  Lord 
Mayor  of  the  city.  He  was  also  a  member  of  the  Council 
of  the  Institute  of  Chartered  Accountants,  but  was  not 
giving  evidence  as  representing  that  Society,  but  merely  at 
an  individual.  He  had  known  the  plaintiff  Society  for  ten 
or  twelve  years.  In  1904  the  members  were  known  as 
"Incorporated  Accountants,"  but  he  himself  was  known 
under  the  designation  of  "  Chartered  Accountant."  Before 
the  year  1905  he  had  never  known  the  title  of  "Incorpo- 
rated Accountant "  assumed  by  anyone  but  a  member  of 
the  plaintiff  Society.  According  to  his  knowledge  of  public 
reputation  the  signification  of  the  phrase  "Incorporated 
Accountant "  meant  a  member  of  the  Society  of  Account- 
ants. When  Lord  Mayor  he  appointed  an  auditor  of  his 
accounts,  and  the  person  so  appointed  was  a  member 
of  the  Society  of  Accountants.  He  remembered  the  plain- 
tiff Society  holding  its  annual  conference  at  Leeds  during 
his  mayoralty,  and  the  members  were  entertained  by  him. 
At  this  time  all  the  members  were  known  as  "  Incorporated 
Accountants."  He  should  consider  an  Incorporated 
Accoimtant  as  one  grade  lower  than  a  Chartered  Account- 
ant.   Incorporated  Accountants  had  a  recognised  status. 

Cross-examined :  He  had  been  a  Chartered  Accountant 
for  twenty-five  years,  and  first  heard  of  the  title  "  Incorpo- 
rated Accountant  "  at  least  twelve  years  ago,  it  might  be 
fifteen  or  sixteen.  Until  the  formation  of  the  defendant 
company  the  plaintiff  Society  was  the  only  association  of 
Accountants  in  England  that  was  incorporated  otherwise 
than  by  charter.  He  called  himself  a  Chartered  Account- 
ant because  he  was  a  member  of  an  institute  incorporated 
by  charter.  Members  of  a  society  of  accountants  incorpo- 
rated otherwise  than  by  charter  could  not  properly  call 
themselves  "Chartered  Accountants."  If  they  wished  to 
describe  themselves  as  members  of  an  incorporated  society 
they  might  use  any  name  they  pleased.  As  he  was  not  a 
lawyer  he  would  rather  not  suggest  a  name  by  which  the^ 
could  be  called. 


duppiemeni  lo  ine  Accountant. 


luovjr  »j   M^r* 


i8 


THE  ACCOUNTANT   LAW   REPORTS        February  2,  1907. 


Take  the  public  at  large,  do  you  think  an  ordinary 
tradesman  has  heard  of  the  plaintiff  Society? — I  cannot 
answer  for  London,  but  I  can  for  Leeds.  An  ordinary 
tradesman  would  think  that  there  was  only  one  Incorpo- 
rated Society,  and  an  "  Incorporated  Accountant  "  meant  a 
member  of  some  Society  other  than  the  Chartered  Insti- 
tute ;  but  tradesmen  would  believe,  like  himself,  that  these 
was  only  one  society.  He  should  imagine  that  there  would 
be  only  a  very  few  members  of  the  plaintiff  Society 
who  did  not  describe  themselves  as  "Incorporated 
Accountants." 

Re-examined  :  From  first  to  last  up  to  the  end  of  1905  he 
had  never  heard  any  suggestion  that  there  was  more  than 
one  Society  whose  members  called  themselves  "Incorpo- 
rated Accountants." 

Mr.  Joseph  Binney,  examined  by  Mr.  Warmington,  said 
that  he  was  Registrar  of  the  Sheffield  County  Court  and 
District  Registrar  under  the  High  Court.  He  was  admitted 
a  solicitor  in  1863,  and  became  Registrar  in  1896.  During 
the  years  preceding  1905  he  had  considerable  experience 
of  accountants,  and  knew  that  they  described  themselves 
as  "Incorporated  Accountants."  This  description  was 
accepted  by  himself  and  others  as  sufficient  evidence  of 
professional  efficiency.  Up  to  1905  he  never  knew  of  any 
person  using  the  title  "Incorporated  Accountant,"  except 
the  members  of  the  plaintiff  Society.  In  the  discharge  of 
his  official  duties  as  Registrar  he  had,  to  a  certain  extent, 
to  deal  with  accountants.  There  were  many  appointments 
for  which  accountants  were  candidates ;  sometimes  they 
acted  as  arbitrators,  and  their  professional  status  was  an 
important  matter  in  regard  to  the  exercise  of  official  duties. 
He  was  well  acquainted  with  the  Institute  of  Chartered 
Accountants. 

Cross-examined :  The  Chartered  Institute  was  the  older 
Society.  He  had  known  the  plaintiff  Society  since  its 
formation  in  1885.  The  general  belief  was  that  there  was 
only  one  Chartered  Society  and  one  Incorporated  Society. 

Re-examined :  If  a  person  called  himself  a  Chartered 
Accountant  he  should  have  no  doubt  as  to  which  Society  he 
belonged*  and  the  same  remark  equally  applied  to  an 
Incorporated  Accountant. 

Mr.  John  Charles  Clegg,  Official  Receiver  in  Bankruptcy 
for  the  Sheffield  District,  said  it  was  his  duty  to  preside  at 
meetings  of  creditors  when  resolutions  were  passed 
appointing  trustees,  and  after  filling  up  the  forms  they 
were  sent  to  the  Board  of  Trade,  and  from  there  forwarded 
to  the  London  Gazette.  In  the  case  of  the  release  of 
trustees  it  would  be  the  duty  of  the  trustees  to  send  the 
notice ;  it  did  not  go  through  the  Official  Receiver.  He 
had  had  considerable  experience  in  dealing  with  profes- 
•^ional  accountants,  and  had  often  come  across  persons 
cribing  themselves  as  Incorporated  Accountants.  This 
:ription  was  a  sufficient  guarantee  of  efficiency.    The 


phrase  signified  that  they  were  members  of  the  plaintiff 
Society.  Down  to  1905  he  had  never  heard  of  anyone  using 
that  designation  if  he  was  not  a  member  of  the  plaintiff 
Society. 

Cross-examined  :  The  term  *  Chartered  Accountant  *'  con- 
veyed to  his  mind  the  meaning  that  the  person  was  a 
member  of  the  Institute  of  Chartered  Accountants,  as  he 
only  knew  of  one  such  institution.  "  Incorporated  Account- 
ant "  meant  a  member  of  the  plaintiff  Society,  as  he  did 
not  know  of  any  other  incorporated  society.  He  could 
not  say  whether  Sheffield  tradesmen  knew  anything  of  the 
plaintiff  Society,  but  they  did  know  something  about 
Incorporated  Accountants,  and  if  they  knew  there  were 
two  Societies  they  might  be  in  doubt  as  to  wtdch  Society 
a  man  belonged.  He  had  never  heard  of  the  defendant 
Society  until  he  read  of  the  proceedings  in  this  action. 

Mr.  Peter  Higson,  Committee  Clerk  in  the  office  of  the 
Town  Clerk  of  the  Borough  of  Bolton,  said  he  first  came 
across  the  expression  "  Incorporated  Accountant  "  in  March 
1903,  when  the  Corporation  were  desirous  of  appointing  a 
special  auditor,  and  an  advertisement  was  issued  by  the 
Town  Clerk.  A  copy  of  such  advertisement  taken  from  a 
Bolton  newspap>er  he  produced.  "Incorporated  Account- 
ant "  signified  a  member  of  the  plaintiff  Society,  and  was 
evidence  of  professional  status. 

Cross-examined :  He  first  heard  of  the  plaintiff  Society 
fifteen  years  ago.  He  had  never  heard  of  the  Chartered 
Institute,  but  he  had  heard  of  Chartered  Accountant. 

Mr.  Luke  J.  Sharp,  Official  Receiver  in  Bankruptcy  for 
the  Birmingham  District  since  1883,  said  that  when  holding 
that  office  he  knew  of  the  plaintiff  Society,  and  had  always 
looked  upon  its  members  as  persons  holding  a  responsible 
position,  in  whom  he  had  trust;  and  in  recording  the 
appointment  of  these  gentlemen  as  trustees  he  had  always 
added  the  term  "Incorporated  Accountant"  for  the 
information  of  the  department  of  the  Board  of  Trade,  and 
could  not  understand  why  they  were  not  so  described  in 
the  London  Gazette*  In  using  the  term  "Incorporated 
Accountant  "  he  meant  to  denote  that  the  person  appointed 
was  a  member  of  the  plaintiff  Society,  and  of  a  recognised 
legal  body.  He  himself  was  a  Chartered  Accountant. 
Having  been  intimately  connected  with  the  legal  profes- 
sion, and  with  the  accountants'  profession,  he  never  heard 
till  1905  of  any  but  the  Chartered  Accountants  and  Incor- 
porated Accountants. 

Cross-examined :  His  son  was  a  member  of  the  plaintiff 
Society  and  President  of  the  Birmingham  branch.  He  was 
not  aware  until  recently  that  there  were  five  Chartered 
Societies.  He  had  heard  once  of  a  man  calling  himself  a 
Corporate  Accountant,  but  what  it  meant  he  did  not  know. 
The  Chartered  Institute  was  the  premier  Society,  on 
account  of  its  age.    By  "  Incorporated  Society  "  he  did  not 
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understand  a  Society  incorporated  otherveise  than  by 
Charter. 

Sir  William  Edward  Murray  Thomas  said  be  had  had 
thirty  years*  experience  of  commercial  matters — such  as 
joint-stock  companies,  collieries,  and  private  properties. 
To  a  considerable  extent  he  had  come  across  accountants. 
In  1904  he  was  familiar  with  the  phrase  "Incorporated 
Accountant,"  and  he  found  that  people  with  whom  he 
dealt  were  familiar  with  that  designation :  it  signified  a 
professional  status,  and  was  a  professional  guarantee  of 
competence  to  carry  on  business.  The  phrase  *' Incorporated 
Accountant "  applied  to  members  of  the  plaintiff  Society 
and  to  no  one  else.  His  experience  applied  both  to  London 
and  the  provinces.  He  had  often  had  to  employ  account- 
ants, and  had  employed  Incorporated  Accountants,  as  he 
considered  them  properly  qualified  people.  Such  ¥ras  the 
experience  of  the  business  world. 

Cross-examined :  He  only  knew  of  one  Chartered  Society 
of  Accountants.  An  incorporated  society  was  a  society 
incorporated  otherwise  than  by  charter,  and  that  was  why 
the  members  of  the  plaintiff  Society  were  properly  called 
Incorporated  Accountants. 

Sir  William  Maples  (of  Messrs.  Maples,  Teesdale  &  Co., 
solicitors,  of  Frederick's  Place,  Old  Jewry)  said  he  had 
had  considerable  dealings  with  accountants  and  with 
persons  who  employed  accoumtants.  He  first  came  across 
the  expression  "  Incorporated  Accountant "  about  thirteen 
years  ago,  and  very  definitely  ten  years  ago,  when  he  had 
occasion  to  inquire  into  the  status  of  the  members  of  the 
plaintiff  Society.  He  always  recognised  two  Societies — one 
the  Chartered  Institute,  and  the  other  the  Incorporated 
Society — and  anyone  who  was  not  a  member  of  either  of 
these  he  should  look  upon  as  not  having  the  necessary 
qualifications.  Until  the  commencement  of  this  action  he 
had  never  heard  of  any  but  the  members  of  the  plaintiff 
Society  calling  themselves  **  Incorporated  Accountants." 

Cross-examined  :  The  term  "  Incorporated  Accountant  " 
conveyed  to  his  mind  that  a  person  belonged  to  a  society 
incorporated  by  Act  of  Parliament,  or  by  the  1867  Act,  or 
in  some  definite  form  otherwise  than  by  charter.  As  the 
result  of  his  inquiries  into  the  plaintiff  Society  he  was 
familiar  with  its  status,  and  he  drew  no  distinction  between 
"  Chartered  Accountant  "  and  "  Incorporated  Accountant." 

Mr.  Monier  Faithful  (Messrs.  Monier  Williams  & 
Robinson,  solicitors)  said  that  he  had  been  in  practice 
as  a  solicitor  since  1878,  and  had  known  the  plain- 
tiff Society  for  about  ten  years.  He  had  a  good  defd  to  do 
with  accountants  and  persons  employing  them.  Before  1905 
he  had  constantly  come  across  the  term  "Incorporated 
Accountant,"  and  this  description  indicated  that  they  were 
respectable  and  responsible  people.  "Incorporated 
Accountants "  before  1905  signified  membership  of  the 
plaintiff  Society. 


Cross-examined :  One  reason  for  so  saying  was  that  it 
was  the  only  Society  incorporated  otherwise  than  by 
charter  before  that  period.  He  knew  of  no  other  Society 
except  the  Chartered  Accountants,  the  Scotch  Society, 
and  the  Irish  Society.  He  had  heard  of  the  Scotch 
Societies  in  London,  but  could  not  say  whether  any  of  the 
Scotch  members  were  practising  in  London.  He  could  not 
speak  to  the  exact  time  when  he  first  heard  the  expression 
"  Incorporated  Accountants,"  but  should  imagine  it  was 
some  ten  years  ago.  It  was  difficult  to  say  whether  he  had 
heard  of  the  plaintiff  Society  before  he  heard  the  teim 
"Incorporated,"  but  probably  not. 

Re-examined  :  Prior  to  1905  if  a  person  called  himself  an 
"  Incorporated  Accountant "  he  would  be  taken  to  be  a 
member  of  the  plaintiff  Society. 

Mr.  Charles  Granville  Kekewich  (Messrs.  Kekewich, 
Smith  &  Kay,  solicitors)  said  he  knew  the  phrases 
*•  Chartered  Accountants"  and  "Incorporated  Account- 
ants," having  known  the  latter  for  fifteen  or  sixteen  years. 
"  Incorporated  Accountant "  signified  to  him  that  the 
persons  using  tjhis  description  were  members  of  a  Society, 
to  join  which  they  had  to  undergo  examinations,  and  that 
the  Society  was  a  younger  sister  of  the  Chartered  Institute. 
This  belief  was  generally  shared  by  the  public.  Solicitors 
frequently  employed  accountants,  and  in  so  doing  either 
a  Chartered  or  an  Incorporated  Accountant  would  be 
accepted. 

Cross-examined :  When  using  the  expression  "  Incorpo- 
rated "  he  referred  to  the  plaintiff  Society.  An  incorpo- 
rated society  was  generally  incorporated  by  charter,  but  he 
understood  the  plaintiff  Society  had  been  otherwise  incor- 
porated, that  it  was  a  legal  body  with  certain  powers,  but 
he  could  not  say  what  form  the  powers  might  take.  Char- 
tered Accountants  were  well  known  in  the  city,  and  persons 
would  not  inquire  what  their  charter  was  any  more  than 
they  would  inquire  how  the  Incorporated  Accountants  had 
become  incorporated.  He  did  not  suppose  he  had  directly 
employed  an  accountant  on  his  own  account  for  a  very 
long  time. 

Re-examined :  A  Chartered  Accountant  signified  a 
member  of  the  Chartered  Society,  not  a  Chartered  Society. 
An  Incorporated  Accountant  designated  the  plaintiff  com- 
pany, and  not  a  member  of  an  incorporated  company. 

Mr.  Christopher  J.  Dibb,  who  was  admitted  as  a  solici- 
tor in  1 861,  and  for  twenty-one  years  had  been  District 
Receiver  in  Bankruptcy  for  the  districts  of  Manchester  and 
Sal  ford,  besides  being  Official  Receiver  under  the  Com- 
panies Act,  said  he  had  frequently  come  into  contact  with 
accountants,  and  always  understood  that  Incorporated 
Accountants  were  capable  professional  men.  When  a 
trustee  was  appointed  if  he  was  told  the  person  nominated 
was  an  Incorporated  Accountant  he  always  referred  to 
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Year-Book  to  verify  the  statement.  In  many  respects  the 
witness  confirmed  the  evidence  already  given,  as  did  also 
Mr.  A.  RatclifEe  Whitelock,  a  solicitor,  of  Birmin^am, 
who  had  been  in  practice  for  the  last  thirteen  years. 

Mr.  Charles  Henry  Musgrave,  Assistant  Secretary  of  the 
London  Chamber  of  Comimeroe,  said  there  was  no  Society 
which  came  more  into  contact  with  traders  than  the 
London  Chamber  of  Commerce.  He  had  heard  the  phrase 
**  Incorporated  Accountant "  applied  to  members  of  the 
plaintifi  Society  for  over  five  or  six  years,  and  this  phrase, 
according  to  the  received  opinion  of  the  mercantile  com- 
munity, denoted  membership  of  the  plaintiff  Society  and 
certain  qualifications  proved  by  examination.  The 
accounts  of  the  Chamber  of  Commerce  were  audited  by  two 
persons,  one  being  a  Chartered  Accountant  and  the  other 
an  Incorporated  Accountant,  as  both  the  Societies  were 
affiliated  with  the  Chamber.  He  had  never  heard  the 
phrase  used  by  anyone  who  was  not  a  member  of  the 
plaintiff  Society. 

Cross-examined  :  A  Chartered  Accountant  was  a  member 
of  the  Institute  of  Chartered  Accountants.  He  had  heard 
it  stated  in  Court  that  a  member  of  the  Scotch  Institute 
could  describe  himself  as  a  "Chartered  Accoimtant,*'  but 
he  was  not  aware  of  it  before,  and  saw  no  objection  to  it, 
so  long  as  no  one  else  thought  fit  to  object.  He  only  knew 
of  one  incorporated  society.  If  there  were  two  incorpo- 
rated societies  the  members  might  call  themselves  incorpo- 
rated, but  the  senior  society  would  be  able  to  say  that  they 
were  the  incorporated  society. 

Mr.  Thomas  Henry  Nordey,  J. P.,  President  of  the 
Chamber  of  Commerce  in  Newport,  Mon.,  and  ex-Chair- 
man of  the  Newport  Harbour  Board,  said  he  had  been  in 
business  on  his  own  account  for  twenty-six  years,  prin- 
cipally connected  with  shipping.  He  had  known  the  plain- 
tiff Society  definitely  since  1891.  In  the  business  world 
with  which  he  was  connected  the  term  "Incorporated 
Accountant"  had  become  known  to  him  since  1895,  and 
the  phrase  signified  membership  of  the  plaintiff  Society 
and  as  holding  a  certain  commercial  status. 

Cross-examined  :  Chartered  Accountant  indicated  a  man 
of  equal  ability  and  a  member  of  the  Institute. 

Suppose  a  tradesman  heard  mention  of  an  Incorporated 
Accountant,  would  he  connect  that  gentleman  with  some 
incorporated  society? — He  would  connect  it  with  the  only 
association  known  to  him. 

You  cannot  say  that  ordinary  tradesmen  in  a  towa  know 
anything  of  the  plaintiff  Society? — I  cannot,  but  I  can  only 
imagine  that  if  a  person  required  the  services  of  an 
accountant  or  auditor  he  would  make  some  inquiry. 

Re-examined :  Since  1891  he  had  frequently  come  across 
the  phrase  "  Incorporated  Accountant." 

Mr.  William  Evans,  Inspector-General  in  Bankruptcy, 

^d  previously  for  seventeen  years  Inspector  of  Official 


Receivers  in  Bankruptcy  for  England  and  Wales,  said  he 
had  known  during  that  time  of  the  existence  of  the  plain- 
tiff Society,  which  he  regarded  as  one  of  the  two  Societies 
to  which  all  or  most  accountants  of  repute  belonged.  He 
had  frequently  come  across  the  phrase  "Incorporated 
Accountant,"  which  indicated  memb^ship  of  the  plaintiff 
Society. 

Re-examined :  If  a  man  was  described  as  an  "  Incorpo- 
rated Accountant"  no  further  question  was  asked  at  the 
Board  of  Trade.  He  could  not  say  that  was  because  it 
was  the  only  incorporated  society  known.  "Chartered 
Accountant "  meant  a  member  of  the  Chartered  Institute, 
and  his  reason  for  sa3ring  so  was  that  it  was  the  only 
Institute  he  knew  incorporated  by  charter.  He  had 
frequently  heard  the  plaintiff  Society  spoken  of  as  the 
Incorporated  Society,  but  had  only  lately  beard  of  the 
defendant  Society. 

Mr.  Ernest  Rolls  Sharpe  (manager  of  G.  Smith  &  Co., 
wholesale  furriers,  of  London,  Manchester,  and  Glasgow) 
said  in  his  business  he  had  come  across  the  Society  of 
Accountants  and  Auditors,  and  zimongst  business  men  the 
term  "  Incorporated  Accountant "  indicated  a  member  of 
plaintiff  Society,  and  that  they  were  men  of  integrity  and 
ability. 

Cross-examined  :  The  fact  that  the  plaintiff  company  was 
not  incorporated  by  charter  was  the  reason  for  it  being 
called  "Incorporated,"  in  order  to  distinguish  it  from 
"Chartered."  If  there  were  other  incorporated  societies 
he  should  have  his  doubts  whether  they  were  entitled  to 
use  the  term  "  Incorporated  " ;  anyhow,  they  might  pro- 
perly be  called  "Incorporated  Societies." 

Re-examined:  ''Incorporated  Accountant"  never  signified 
anyone  but  a  member  of  the  plaintiff  Society, 

Similar  evidence  was  given  by  Mr.  F.  N,  Whitcombe,  of 
Smith,  Son  &  Whitcombe,  leather  merchants,  Camomile 
Avenue,  Bishopsgate  Street.  Mr.  Herman  John  Falcke 
(Director  of  the  Salt  Union,  President  of  the  Liverpool 
Chamber  of  Commerce,  and  Trustee  of  the  Weaver  Navi- 
gation), by  Mr.  George  Stephen  Corlett  (managing  director 
of  Corlett  Electrical  Engineering  Company,  of  Wigan  and 
Newcastle),  and  by  Mr.  George  Day  EUitson,  of  John 
Kemp  &  Co.,  proprietors  of  Kemp  Mercantile  Office. 

Mr.  Arthur  P.  Johnson,  Town  Clerk  of  the  Borough  of 
Hampstead,  proved  the  insertion  of  an  advertisement  in 
various  newspapers  in  1S91,  for  the  appointment  of  a 
borough  accountant  who  was  to  be  either  a  Chartered  or 
Incorporated  Accountant,  and  said  that  the  appointment 
was  obtained  by  a  member  of  the  plaintiff  Society. 

Mr.  A.  W.  ToothiU,  the  Assistant  Accountant  in  the 
office  of  the  Clerk  of  the  Middlesex  Council,  proved 
the  receipt  of  several  circulars,  prospectuses,  and  letters 
from  the  defendant  Society,  and  Mr.  R.  A  Tyacke,  Chief 
Accountant  of  the    Law  Guarantee   and    Trust    Society, 
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of  Chancery  Lane,  produced  a  debenture  prospectus  issued 
by  that  society  in  March  1906,  in  which  the  words  "  Incor- 
porated Accountants"  appeared. 
The  further  hearing  was  adjourned. 


On  the  hearinfg  being  resumed  on  Wednesday,  January 
30th,  Mr.  Rowden  said  he  had  several  other  trade 
witnesses,  but  as  their  evidence  would  be  the  same  as  that 
already  given  he  would  not  occupy  the  time  of  the  Court 
by  calling  them.  Having  put  in  certain  documentary  evi- 
dence consisting  chiefly  of  local  Acts  of  Parliament 
relating  to  the  appointment  of  borough  accountants,  who 
were  to  be  either  Chartered  or  Incorporated  Accountants, 
the  plaintiffs'  case  closed. 

Mr.  Terrell  said  he  would  call  his  evidence  before 
addressing  the  Court. 

The  first  witness  was  Mr.  I<awr^ice  Jones,  a  solicitor 
practising  in  Liverpool  and  London.  He  said  he  acted  for 
Elder  Dempster  &  Co.,  the  African  Steamship  Company, 
and  the  Bank  of  British  West  Africa,  and  consequently  had 
considerable  dealings  with  accountants.  He  understood 
"  Chartered  Accountant "  to  mean  a.  man  who  had  been 
articled  and  passed  certain  qualification  tests  as  to  his  fit- 
ness to  be  an  accountant.  He  had  not  heard  of  any  Insti- 
tute of  Accountants  except  the  Chartered,  but  he  had 
known  men  who  called  themselves  Incorporated  Account- 
ants, though  until  be  was  connected  with  this  case  he  did 
not  know  that  there  was  any  body  or  institute  to  which 
they  belonged.  From  his  experience  of  commercial  people 
he  thought  the  term  "Incorporated"  in  the  commercial 
world  did  not  carry  with  it  any  idea  of  being  connected 
with  any  recognised  society.  Until  he  heard  of  this  case 
he  was  not  aware  of  the  existence  of  the  plaintiff  Society. 
From  his  knowledge  of  commercial  men  he  should  say 
the  plaintiff  Society  was  not  generally  known  among  com- 
mercial people.  The  term  "  Incorporated  Accountant  "  did 
not  convey  to  the  commercial  mind  any  connection  with 
plaintiff  Society. 

Cross-examined  :  His  own  books  were  audited  by  a  Char- 
tered Accountant,  and  he  constantly  came  into  contact 
with  Chartered  Accountants  in  connection  with  clients* 
matter.  During  the  last  three  years  he  had  instructed 
quite  half-a-dozen  firms  of  accountants  to  act  officially 
for  him.  He  had  seen  the  phrase  "  Incorporated  Account- 
ant ''  on  letter  paper  several  times,  and  believed  it  to  mean 
that  the  person  was  not  entitled  to  call  himself  a  Chartered 
Accountant. 

You  did  not  take  it  as  meaning  the  member  of  any 
recognised  Society  ?— Having  any  tests — ^it  was  practically 
like  a  man  who  was  a  shareholder  in  a  limited  company, 
certainly  nothing  more  than  that.  If  he  was  not  a  member 
of  a  company  he  would  be  telling  an  untruth.  I  had  no 
knowledge  of  the  company  of  which  he  was  a  member. 


What  do  you  mean  by  saying  he  was  not  a  member  of 
any  recognised  company? — The  only  Institute  or  body  that 
I  know  that  imposes  qualification  tests  on  its  members  is 
the  Chartered  Institute. 

Were  you  in  Liverpool  in  the  autumn  of  1903? — I  cannot 
recall  the  month,  but  I  have  been  in  Liverpool  many  times 
for  the  last  ten  years. 

I  suggest  to  you  that  the  plaintiff  Society  held  its 
autumnal  conference  in  the  Liverpool  Town  Hall  on  15th 
and  1 6th  October  1903? — Possibly  ;  I  am  not  in  a  position 
to  deny  or  afl&rm  it. 

Do  you  read  the  Liverpool  papers? — Yes.  (Witness  was 
shown  two  papers  containing  a  report  of  the  conference, 
but  be  said  he  had  never  seen  the  report  before.) 

The  evidence  of  Mr.  John  Theodore  Hawley,  which  had 
been  taken  on  commission  owing  to  ill-health,  was  next 
put  in  and  read.  This  gentleman  was  at  one  time  Deputy 
Secretary  of  the  Bank  of  England,  and  now  occupies  the 
post  of  manager  of  the  Royal  Bank  of  Scotland.  His 
opinion  was  that  the  term  "  Incorporated  Accountant" 
was  unknown  to  business  men,  and  did  not  convey  the 
impression  that  the  members  belonged  to  any  recognised 
Society. 

Mr.  J.  S.  Hepworth,  a  solicitor  having  had  twenty-five 
years'  experience  in  the  city  of  London,  said  he  had  con- 
tinually come  into  contact  with  accountants  in  the  course 
of  his  professional  career.  He  was  well  acquainted  with 
the  term  "Chartered  Accountant,"  which  was  well  recog- 
nised by  business  people.  He  assumed  it  meant  that  a  man 
who  was  an  accountant  was  a  Chartered  Accountant.  He 
had  occasionally  noticed  the  term  "  Incorporated  Account- 
ant "  ;  this  name  was  not  generally  known  among  business 
men.  He  had  never  heard  of  the  existence  of  the  plaintiff 
Society  prior  to  the  commencement  of  this  action.  He  had 
reconmiended  clients  to  employ  an  accountant,  and  in 
doing  so  he  meant  a  Chartered  Accountant.  The  gentle* 
man  whom  he  first  employed  to  do  his  books  was  not  a 
Chartered  Accountant;  he  simply  called  himself  an 
accountant,  and  he  must  confess  he  did  his  work  very  well. 
He  could  not  say  whether  he  was  an  Incorporated 
Accountant.  Although  he  did  his  work  well,  witness 
regarded  him  as  an  unqualified  person. 

Cross-examined :  His  view  was  that  the  public  con- 
sidered an  accountant  as  a  Chartered  Accountant.  He  had 
heard  the  term  ** Incorporated  Accountant"  more  than 
once,  but  he  could  not  say  what  meaning  business  men 
gave  to  that  expression. 

Re-examined :  He  drew  a  distinction  between  a  man  who 
was  a  Chartered  Accountant  and  one  who  was  not.  What 
constituted  a  Chartered  Accountant  was  the  passing  of 
examinations  authorised  by  the  charter.  He  did  not  think 
he  had  heard  of  any  other  Institute  of  Accountants  except 
the  Chartered. 
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Mr.  Reginald  A.  Melhuish,  of  34  Upper  Thames  Street, 
paper  maker,  said  that  he  had  heard  the  term  "Chartered 
Accountant,"  but  could  not  say  that  he  had  ever  heard  of 
"Incorporated  Accountant."  So  far  as  he  could  judge 
business  men  did  not  draw  any  distinction  between  "  Char- 
tered Accountants"  and  "Incorporated  Accountants." 
Prior  to  the  institution  of  the  action  he  had  never  heard 
of  the  Society  of  Accountants  and  Auditors. 

Cross-«xamined  :  He  had  not  been  specially  brought  int» 
contact  with  accountants,  except  that  he  employed  one 
four  times  a  year  to  audit  the  books.  He  admitted  having 
made  an  affidavit  in  which  he  stated  that  until  the  differ- 
ence was  explained  to  him  he  did  not  know  there  was  any 
difference  between  Chartered  Accountants  and  Incorpo- 
rated Accountants. 

Re-examined  :  Business  men  with  whom  he  had  spoken 
thought  an  Incorporated  Accountant  was  the  same  thing 
as  a  Chartered  Accountant. 

Mr.  Arthur  Priddle,  member  of  the  Civil  Service,  and  of 
the  Chartered  Institute  of  Secretaries,  and  also  Vice-Presi- 
dent of  the  defendant  Association,  said  he  became  a 
member  of  the  Association  immediately  after  its  incorpora- 
tion. In  July  1905  the  question  was  raised  as  to  what 
title  should  be  adopted  by  the  members  of  the  Society. 
It  was  determined  to  advise  the  members  to  adopt  the 
term  "Incorporated  Accountants,"  with  the  addition  of  the 
words  "Lon.  Asson." 

In  arriving  at  that  conclusion  had  your  Society  the 
slightest  intention  to  enable  the  members  to  pass  them- 
selves off  as  miembers  of  the  plaintiff  Society? — Not  the 
slightest  intention  whatever. 

When  you  came  to  that  determination  had  you  the 
Revenue  Act  of  1903  before  you  ?— Yes,  it  was  pro- 
duced by  the  Secretary,  and  I  read  it. 

Did  that  have  any  influence  upon  you  in  arriving  at  the 
determination  to  so  advise  your  members  ? — It  was  the  only 
reason. 

Did  you  then  instruct  you:  Secretary  to  communicate 
with  the  plaintiff  Society? — The  first  thing  we  did  was  to 
obtain  some  advice  with  regard  to  the  matter,  and  after 
that  advice  was  obtained,  which  clearly  showed  we  were 
entitled  to  use  that  title,  we  then  communicated  with  the 
Secretary  of  the  Society  of  Accountants  and  Auditors. 

It  has  been  attempted  to  throw  prejudice  on  your 
Society  by  reference  to  a  Bill  brought  in  by  Mr.  Wason  ; 
do  you  remember  the  Bill  being  introduced  to  provide  for 
the  audit  of  Capital  Accounts  of  certain  trusts? — Yes,  the 
Secretary  drew  my  attention  to  it. 

Did  you  give  certain  instructions  to  the  Secretary? — He 
said  he  had  made  inquiries  and  had  written  to  Mr.  Wason. 

Did  he  afterwards  show  you  the  letter? — The  letter  was 
produced  by  Mr.  Lewis  and  the  substance  of  it  was  com- 
uunicated  to  the  Council. 


Cross-examined:  I  am  a  clerk  in  the  Army  Inspectioti 
Department  at  Enfield  Lock,  having  charge  of  the  stores 
and  accounts  section.  In.my  spare  time  I  act  as  auditor  to 
the  Eniield  Hotel  and  Tavern  Co.,  and  I  have  undertaken 
other  work  as  well.  I  have  never  practised  as  an  account- 
ant or  auditor.  The  first  circular  which  was  issued  was 
submitted  to  me  after  it  was  drawn  up.  I  went  through  it 
vary  carefully  and  my  opinion  was  asked  with  regard  to 
it,  and  I  told  the  Secretary  that  I  thought  it  was  a  very 
good  circular.  The  qaestion  of  adopting  a  title  for  the 
members  was  first  discussed  informally  in  the  early  part 
of  May.  The  decision  to  adopt  the  term  was  come  to  about 
the  loth  of  July.  I  knew  then  that  the  term  "Incorporated 
Accountant "  was  being  used,  having  seen  it  on  printed 
matter. 

What  do  you  mean  by  that  answer? — I  take  in  the  various 
journals  connected  with  accountancy,  and  I  had  seen  the 
term  "Incorporated  Accountants"  there. 

Can  you  give  me  the  names  of  the  journals? — I  take  the 
journal  connected  with  the  Chartered  Accountants,  and  the 
references  there  are  very  sparse  indeed  with  reference  to 
Incorporated  Accountants. 

You  know  that  the  term  "  Incorporated  Accountant  "  was 
a  title  used  by  other  accountants? — Quite  so. 

You  knew  of  the  Society  of  Accountants  and  Auditors?— 
I  knew  very  little  of  that  Society.    I  only  knew  it  by  name. 

You  knew  of  the  use  of  the  word  **  Incorporated  "  in  con- 
nection with  that  Society  ? — I  assumed  it  was  that  Society. 
.  You  attached  importance  to  the  professional  designation 
you  were  going  to  recommend  to  your  members? — Not  so 
much  importance.  The  membership  of  the  Association,  in 
my  judgment,  counts  for  a  great  deal  more  than  any  title. 

It  was  a  matter  of  sufficient  importance  for  you  to  take 
advice  about  ? — That  is  so. 

At  that  time  did  you  know  of  any  persons  who  used  the 
term  "  Incorporated  Accountants  "  who  were  not  members 
of  the  plaintiff  Society? — No. 

Did  you  know  there  were  two  classes  of  members  of  the 
plaintiff  Society?— Yes. 

And  you  knew  about  their  examinations? — Yes,  I  have 
heard  of  their  examinations. 

What  did  you  mean  by  saying  in  your  affidavit  that 
there  were  many  accountants  who  had  no  title? — The} 
have  no  recognised  title. 

Should  I  be  right  in  assuming  there  were  Chartered 
Accountants  and  Incorporated  Accountants? — ^Yes. 

It  was  in  your  mind  that  you  mi^ht  supply  a  title  of 
that  class  ?^ — Of  that  class  probably. 

Several  months  afterwards  you  thought  of  recommendixig 
an  existing  title? — Not  at  all. 

Was  it  your  idea  to  take  a  new  title? — ^Yes. 

To  take  a  new  title? — A  title  we  diould  be  entitled  to 
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use.    We  had  nothing  definite  in  our  minds  in  those  early 
months. 

Will  you  carry  your  mind  on  a  little  later.  Was  it  in  your 
mind  to  recommend  a  new  title? — It  was  to  be  one  which 
should  be  distinctive  of  our  own  Society. 

Tn  what  you  were  to  recommend,  did  you  contemplate 
recommending  an  existing  title? — \o. 

Did  you  contemplate  a  perfectly  new  title? — I  cannot 
say  that. 

Was  it  to  be  something  between? — ^What  we  were  going 
to  recommend  was  something  distinctive  which  should 
connect  us  with  our  own  Association. 

If  you  cannot  answer  my  question  I  will  pass  on.  Was 
it  to  be  something  between  a  wholly  new  title  and  an  exist- 
ing title?— That  is  the  practical  result. 

The  advice  you  took  was  to  see  how  near  you  could  go 
to  an  existing  title? — Not  at  all. 

You  did  take  advice  on  the  point  as  to  how  the  title  you 
were  going  to  recommend  would  stand  with  regard  to  exist- 
ing titles? — The  question  was  submitted  generally  whether 
we  were  entitled  to  use  such  a  title,  and  the  answer  was 
generally  favourable. 

You  advised  the  addition  of  the  words  "Lon.  Asson."? — 
Yes. 

Were  you  advised  that  that  would  sufficiently  protect  the 
title  you  were  going  to  recommend? — It  was  done  to 
identify  ourselves  with  our  Association. 

Throughout  these  deliberations  you  knew  of  the  title 
used  by  the  plaintiff  Association? — Yes. 

Have  you  applied  for  a  royal  charter? — Not  to  my 
knowledge.  We  say  in  the  prospectus  it  is  our  intention  to 
do  so  when  a  favourable  opportunity  occurs. 

And  the  intention  is  still  maintained?— Yes,  but  we  have 
not  done  so  yet. 

Do  you  know  of  any  case  where  your  members  have 
called  themselves  "Incorporated  Accountants"  without 
the  addition  of  the  words  "Lon.  Asson."? — Only  the  two 
cases  which  have  been  mentioned  in  this  case — Mr.  Pringle 
and  Mr.  Goodway. 

Cross-examination  continued :  Until  recently  the  exami- 
nation was  obligatory,  but  the  Council  have  determined 
that  under  special  circumstances  it  may  be  dispensed  with. 
Associates  are  admitted  on  their  qualifications.  Three 
examinations  have  already  been  held.  It  was  contemplated 
that  entrance  fees  shouJd  be  paid,  but  that  has  not  been 
enforced.  He  was  present  at  the  Council  meeting  held  on 
3rd  May  1906,  but  did  not  recollect  Mr.  Toothill  being 
elected.  The  defendant  Society  had  about  700  Fellows 
and  Associates,  but  by  far  the  larger  number  were  Asso- 
ciates. They  were  very  strict  in  exacting  qualifications  for 
Associates.  A  man  had  to  show  what  his  occupation  was^ 
vhat  he  had  done,  what  he  was  doing,  and  to  give  two 


referonces  and  to  produce  any  other  qualifications  he  might 
have. 

Re-examined :  Three  examinations  were  held  last  year, 
and  he  now  produced  the  examination  papers.  The 
examiner  was  Mr.  Grant  Smith,  a  Chartered  Accountant, 
of  Wolverhampton.  In  considering  the  title  which  should 
be  adopted  the  Council  had  the  Finance  Act  of  1893  before 
them.  That  Act  provided  that  an  accountant  was  a  person 
who  had  been  admitted  a  member  of  an  incorporated 
society.  They  could  not  arrive  at  any  other  two  words 
which  would  accurately  describe  the  position  except 
"Incorporated  Accountant,"  and  that  whs  why  that  title 
was  adopted. 

Mr.  W.  L.  Crowdy,  Director  of  the  Dudley  Gallery,  said 
he  had  had  considerable  journalistic  experience,  having  at 
one  time  been  on  the  sta£f  of  the  Pall  Mall  Gazelle  and  the 
literary  supplement  published  by  The  Times.  In  his  busi- 
ness experience  he  had  known  many  accountants,  though 
he  was  not  familiar  with  the  various  kinds  of  accountants 
in  England.  He  understood  "Chartered  Accountant"  to 
mean  a  man  of  figures,  who  had  passed  certain  examina- 
tions which  entitled  him  to  keep  accounts  in  such  a  con- 
dition that  they  were  open  to  the  inspection  of  anybody. 
Until  he  received  a  subpoena  he  had  not  heard  of  the 
Institute  of  Chartered  Accountants. 

Cross-examined :  He  did  not  say  that  if  a  man  passed 
examinations  and  knew  how  to  keep  accounts  and  called 
himself  an  accountant  that  he  was  entitled  to  call  himself 
a  "  Chartered  Accountant."  The  only  accountants  he  knew 
were  Chartered  Accountants,  but  whether  they  were 
members  of  the  Chartered  Institute  he  did  not  know.  A 
Chartered  Accountant  was  a  man  who  had  passed  a 
serious  test  in  figures  and  was  a  man  in  whom  business 
men  might  place  implicit  confidence. 

Re-examined :  You  say  that  you  understand  a  Chartered 
Accountant  to  be  a  man  who  has  passed  certain  tests,  and 
that  there  was  only  one  Society,  but  you  do  not  know  what 
its  name  is? — Exactly. 

Who  do  you  sappose  the  tests  were  imposed  by  ?— By  a 
Society  who  has  a  charter  and  who  is  entitled  to  examine. 

Had  you  ever  heard  of  but  one  such  Society  ?— Never. 

Mr.  Henry  George  panger,  a  West  End  solicitor,  said 
that  he  was  well  acquainted  with  business  affairs  in  the 
city  of  London.  His  work  being  chiefly  of  a  commercial 
character.  He  had  had  an  ordinary  amount  of  experience 
of  accountants,  and  knew  of  the  Institute  of  Chartered 
Accountants.  He  had  also  heard  the  expression  "Incor- 
porated Accountant."  The  term  conveyed  to  business  men 
the  idea  that  a  man  was  an  accountant,  but  not  a  Char- 
tered Accountant.  The  common  practice  was  to  look  upon 
two  classes — Chartered  Accountants  and  accountants, 
whatever  that  expression  might  cover.    The  term  *'Incor- 
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porated  Accouatant"  would  not  convey  to  business  men 
any  connection  with  the  plaintiff  company. 

Cross-examined :  He  had  come  across  the  term  "  Incor- 
porated Accountant  "  in  the  hondon  Gazette  and  on  audited 
accounts  of  public  companies.  When  a  man  described 
himself  as  an  ?  Incorporated  Accountant "  he  should  take 
him  to  be  a  member  of  some  body  which  had  been 
incorporated. 

Mr.  Charles  Lea  (Wertheimer,  Lea  &  Co  ,  stationers, 
Worship  Street)  said  he  had  done  printing  work  for  a  good 
many  accountants.  The  term  "  Chartered  Accountant "  in 
the  city  meant  a  member  of  the  Chartered  Institute.  There 
was  no  general  impression  in  the  city  as  to  the  meaning  of 
"  Incorporated  Accountant." 

Cross-examined :  Beyond  doing  printing  work  for 
accountants,  and  having  had  his  books  audited  by  an 
accountant,  he  had  no  experience  of  accountants.  He 
might  have  seen  the  term  "  Incorporated  Accountant,"  but 
there  was  nothing  special  to  call  his  attention  to  any 
description  of  accountants. 

Mr.  H.  W.  Circuitt,  formerly  an  assistant  to  the  manager 
of  the  Union  Discount  Co.,  Lim.,  said  in  the  ordinary  way 
of  business  he  came  into  contact  with  accoimtants  in  the 
city.  He  knew  that  there  was  an  Institute  of  Chartered 
Accountants,  but  he  had  not  heard  of  "Incorporated 
Accountants."  This  term  would  not  convey  to  a  city  man 
anything  in  particular,  but  the  term  "Chartered  Account- 
ant "  would  do  so.  He  had  never  heard  of  the  Society 
of  Accountants  and  Auditors. 

Mr.  Alfred  Ridding,  accountant,  said  on  the  defendants' 
instructions  he  had  inspected  the  door-plates  of  account- 
ants in  the  city  of  London  whose  names  appeared  in  the 
year-book  of  the  plaintiff  Society.  He  found  there  were 
125  Fellows  practising  in  the  city,  and  of  these  forty 
described  themselves  as  "Incorporated  Accountants," 
eighty-five  others  had  door-plates  upon  which  some 
described  themselves  as  accountants,  some  as  auditors  and 
accountants,  some  as  auctioneers,  and  some  had  no 
description  at  all.  The  remainder  appeared  to  be  employed 
by  accountants  or  public  bodies.  He  had  made  the  same 
inspection  in  regard  to  Associates.  Of  the  373,  he  found 
273  were  employed  by  other  persons,  and  that  of  the 
remaining  100  only  thirty  described  themselves  as  "Incor- 
porated Accountants."  He  had  also  examined  588 
prospectuses  of  public  companies  issued  during  the  last 
three  years,  and  found  that  in  only  thirtc  en  cases  were  die 
auditors  members  of  the  plaintiff  Association.  Four  were 
described  as  "Incorporated  Accountants,"  six  had  no 
description,  and  the  remaining  three  were  described  as 
F.S.A.A. 

Cross-examined :  Some  of  the  prospectuses  did  not  con- 
tain the  name  of  the  auditors,  and  in  many  cases  where  the 


auditors  were  well-known  city  firms  no  description  was 
given. 
This  concluded  the  evidence,  and 

Mr.  Terrell  then  addressed  the  Court  on  behalf  of  the 
defendants.  He  submitted  that  the  plaintiffs  had  made 
out  no  case  for  relief.  It  was  perfectly  clear  on  the  autho- 
rities that  the  plaintiffs  had  failed  to  establish  that  which 
the  House  of  Lords  had  said  it  was  almost  impossible  to 
establish — namely,  that  ordinary  English  words,  such  as 
"Incorporated  Accountant,"  could  acquire  a  secondary 
meaning.  His  learned  friend,  in  opening  the  case,  had 
at  some  length  dwelt  on  the  position  of  the  plaintiff 
Society,  stating  that  it  was  an  old  Society,  that  it  num- 
bered a  large  number  of  eminent  accountants,  that  it  had 
established  examinations  and  appointed  a  committee  who 
dealt  with  matters  of  discipline,  and  he  supposed  all  this 
was  done  for  the  purpose  of  showing  what  a  respectable 
Society  it  was,  and,  of  course,  by  contrast,  what  a  very- 
insignificant  affair  the  defendant  Society  was.  But  it  must 
not  be  forgotten  that  the  defendant  Society  was  a  new  one, 
and  he  ventured  to  say  that  when  the  evidence  was  con- 
sidered it  would  be  found  to  compare  favourably  with  the 
plaintiff  Society.  He  did  not  wish  in  any  way  to  impugn 
the  respectability  of  the  plaintiff  Society,  but  he  thought  it 
was  most  unfair  for  the  old  Society  to  attack  the  younger 
one  ;  but,  after  all,  this  had  nothing  to  do  with  the  case, 
and,  he  might  add,  a  great  deal  of  the  evidence  which  had 
been  given  had  nothing  to  do  with  the  case,  it  having  been 
produced  merely  for  the  purpose  of  prejudice.  The  sole 
point  for  the  Court  to  consider  was,  had  the  defendants 
done  anything  which  threatened  the  rights  of  the  plain- 
tiffs. The  word  "  incorporated "  merely  meant  that  a 
person  was  a  member  of  a  society  which  had  be«i  incor- 
porated. On  principle  the  Court  had  no  jurisdiction  to 
grant  an  injunction  unless  the  persons  against  whom  the 
injunction  was  granted  had  either  done  something  which 
was  an  infringement  of  the  plaintiffs*  proprietary  rights, 
or  had  threatened  to  do  a  legal  wrong. 

His  Lordship :  Supposing  the  plaintiff  Society  is  the 
only  Society  which  has  a  right  to  confer  upon  its  members 
the  term  "Incorporated,"  is  not  that  a  proprietary 
interest  which  they  could  protect  if  someone  else 
threatens  to  infringe  it? 

Mr.  Terrell  submitted  that  the  plaintiff  Society  could  not 
confer  a  legal  right.  The  Court  had  to  distinguish  between 
an  individual  and  a  society,  and  the  wrong  (if  any  bad 
been  done)  was  to  the  individual  person,  but  not  to  the 
Society,  and  therefore  they  could  not  obtain  an 
injunction.  In  support  of  this  contention  he  relied  most 
strongly  upon  the  decision  in  the  Scotch  Courts  and  the 
House  of  Lords.  "  Chartered  Accoim^tant "  meant  a 
member  of  a  chartered  society  and  "  Incorporated  Account- 
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ant "  meant  a  member  of  an  incorporated  society,  and  the 
plaintiffs  had  no  right  to  claim  an  exclusive  right  to  the 
use  of  two  plain  English  words. 

On  Thursday  Mr.  Terrell  continued  his  address,  and  in 
support  of  his  contention  that  the  term  "Incorporated 
Accountant "  had  not  acquired  a  secondary  meaning  cited 
the  judgments  delivered  by  the  Law  I^rds  in  the  cases  of 
Siegert  v.  Findlater  (where  plaintiff  sought  to  restrain 
defendant  from  using  the  word  "Angostura  "  in  connection 
with  bitters),  the  Cellular  Cloth  Co,  v.  Maxtotiy  and 
Reddaway  v.  Banham.  "  Incorporated  "  being  an  ordinary 
English  descriptive  word  plaintiffs  could  not  claim  the 
exclusive  right  to  it,  and  restrain  defendant  from  using  the 
word,  seeing  that  he  belonged  to  a  Society  which  had  been 
duly  incorporated.  He  next  referred  to  an  address  delivered 
by  Mr.  Martin,  Secretary  of  plaintiff  Society,  at  Man- 
chester, in  which  that  gentleman  said  "the  public  neither 
**  appreciates  nor  cares  for  the  nice  distinctions  of  Incor- 
"  porated  and  Chartered,  and  such  designations ;  what  it 
"wants  is  common  sense."  In  face  of  that  he  could  not 
understand  how  plaintiffs  could  say  that  the  word  was 
important,  and  the  Court  ought  not  to  be  "astute,"  as  the 
House  of  Lords  had  laid  down,  to  give  anyone  a  monopoly. 

Mr.  Ashton  Cross  having  added  a  few  words, 

JUDGMENT. 

His  Lordship  proceeded  to  deliver  judgment.  He  said : 
This  is  an  action  in  which  the  Society  of  Accountants  and 
Auditors  are  plaintiffs,  and  a  gentleman  named 
George  Albert  Goodway  and  the  London  Association  of 
Accountants,  Lim.,  are  defendants.  The  plaintiffs  allege 
that  the  defendant  Goodway  in  using  as  a  description  of 
himself  in  his  business  capacity  the  term  "Incorporated 
Accountant"  is  doing  that  which  is  calculated  to  induce 
people  to  believe  that  he  is  a  member  of  the  plaintiff 
Society,  and  that  by  so  doing  he  inflicts  a  legal  injury  on 
the  plaintiffs,  in  respect  of  which  they  are  entitled  to  an 
injunction.  Against  the  Association  the  plaintiffs  allege 
that  they,  by  representing,  as  they  do,  that  their  members 
are  entitled  to  do  that  which  is  done  by  the  defendant 
Goodway,  are  also  committing  a  legal  injury  to  the  plain- 
tiffs, and  should  also  be  restrained  by  injunction.  Now, 
before  I  state  the  facts,  I  think  it  is  desirable  to  state  pre- 
cisely what  is  the  question  which  I  have  to  determine.  The 
ultimate  question  as  to  the  effect  of  the  use  of  the  term  is 
one  of  fact — ^namely,  did  the  term,  in  the  contemplation  of 
that  section  of  the  public  who  have  dealings  with  account- 
ants prior  to  the  acts  complained  of,  denote  that  the  person 
to  whom  it  was  applied  was  a  member  of  the  plaintiff 
Society^  and  thus  distinguish  him  from  other  persons  in 
the  same  profession  ?  Assuming  that  the  plaintiffs  establish 
that,  then  it  seems  to  me  that  it  would  follow  that  by  using 
that  term  the  person  using  it  is  doing  that  which  is  cal- 
culated to  invite  people  to  believe  that  he  is  a  member 


himself  of  the  plaintiff  Society.  The  question  is  analogous 
to,  and  must,  I  think,  be  decided  mainly  on  the  same  prin- 
ciples as  those  applicable  to  the  passing  off  of  goods  as  and 
for  the  goods  of  another.  It  is  not  exactly  the  sam.e  ques- 
tion, and  when  I  come  to  deal  with  the  allegation  of  the 
plaintiffs,  that  what  the  defendants  are  doing  confers  a 
right  of  action  against  them,  it  will  be  shown  how  far  there 
is  a  distinction  between  the  two  cases.  Now  the  case  of 
the  Cellular  Clothing  Company  v,  Maxton  establishes  in  my 
opinion  that  if  the  term  in  question  is  merely  descriptive 
of  the  class  of  goods — that  being  a  case  strictly  of  passing 
off  as  and  for  the  goods  of  another — it  is  extremely  difficult 
for  the  plaintiff  to  make  out  that  it  has  lost  that  meaning 
and  come  to  denote  exclusively  goods  of  the  class  in  ques- 
tion of  his  (the  plaintiff's)  manufacture.  I  think  that  case 
also  establishes  that  the  Court  ought  not  to  be  astute  to 
find  that  a  plaintiff,  in  cases  similar  to  the  present,  has 
acquired  a  monopoly ;  on  the  contrary,  I  think  it 
establishes — and  I  certainly  confine  myself  to  the  present 
case  with  that  view — that  the  Court  ought  rather  in  the 
interests  of  the  public  to  see  that  anything  in  the  nature  of 
a  monopoly  is  not  established  without  good  and  sufficient 
grounds.  In  reference  to  the  first  principle  which  I  have 
mentioned  as  having  been  established  by  the  Cellular 
Clothing  case,  I  want  to  say  this.  I  must  determine  this 
further  question,  Is  the  term  "  Incorporated  Accountant " 
a  descriptive  term,  or  is  it— to  use  a  convenient  phrase — a 
fancy  term?  I  can  only  use  it  as  opposed- to  the  expression 
"descriptive  "  term.  In  my  opinion  it  is  not.  As  applied 
to  such  matters  as  those  with  which  I  have  to  deal  "  incor- 
porated," I  think,  is  accurately  defined  by  a  dictionary  of 
standing  as  meaning  "united  in  a  legal  body."  Now, 
obviously  to  speak  of  an  individual  as  united  in  a  legal 
body  is  ridiculous.  It  can  only  properly  be  used  in  refer- 
ence to  a  number  of  persons  who  for  questions  of  legal 
status  constitute  one  person  in  the  eye  of  the  law — that 
which  we  usually  and  technically  describe  as  a  corpora- 
tion. In  the  context  in  which  it  is  used  for  the  purposes  of 
this  case  some  special  or  fancy  meaning  must  be  given  to 
it.  The  meaning  which  it  is  suggested  by  the  defendants  it 
bears  is  "member  of  a  body  of  accountants  incorporated 
otherwise  than  by  charter."  Now  that  is  still  more  a  fancy 
word  than  if  the  more  extended  and  obvious  meaning, 
which  I  think  is  itself  inaccurate  and  therefore  a  fancy 
expression,  were  given  to  the  term  "member  of  an  incor- 
porated society."  That  would  be  more  nearly  descriptive 
than  the  only  meaning  which  in  this  case  it  applies  to.  The 
result,  in  my  opinion,  is  that  the  expression,  or  phrase, 
is  not  a  descriptive  term  as  that  term  is  intended  to  be 
used,  and  is  used,  in  the  addresses  of  the  Law  Lords  who 
addressed  the  House  in  the  Cellular  Clothing  Company  s 
case,  and  therefore  the  difficulty  in  the  way  of  the  plain- 
tiffs' proof,  which  is  emphasised  in  that  case,  is  not  found 
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in  the  piesent  case.  I  now  come  to  the  facts.  The  plain- 
tifi  company,  the  Society  of  Accountants  and  Auditors,  was 
incorporated  in  the  year  1885  as  an  association,  not  for 
profit,  under  the  Companies  Act,  1867,  by  the  Board  of 
Trade,  and  it  is,  of  course,  a  corporation.  It  was 
framed  with  a  memorandum  and  articles  of  association, 
and  the  objects  of  the  Society  are  plain.  It  was  to  form  a 
body  of  accouDitants  which  by  means  of  examinations  and 
tests  of  various  kinds  should  enable  its  members  to  acquire 
a  certain  status  amongst  accountants,  generally  analogous 
to  that  which  was  already  held  by  the  members  of  the  Insti- 
tute of  Chartered  Accountants.  In  the  year  1886,  shortly 
after  its  incorporation,  the  Society  recommended  its 
members  to  adopt  as  their  professional  designation  the 
phrase  "Incorporated  Accountants,"  and  in  the  year  1888 
the  Comicil  emphasised  that  recommendation  in  their 
report,  which  was  issued  on  12th  April  1889,  in  these 
terms :  "  The  Council  again  desire  to  urge  upon  the 
"Fellows  and  Associates  the  desirability  of  making  all 
"  possible  use  of  the  style  *  Incorporated  Accountant,'  and 
"  press  upon  the  members  generally  the  imperative  import- 
"  ance  of  bringing  the  aims  and  objects  of  the  Society  under 
"the  notice  of  members  of  Parliament  and  local  authori- 
"ties."  From  the  year  1887  to  the  year  1891  the  Society 
inserted  in  the  Law  Times  an  advertisement  in  these 
terms :  "  The  Society  of  Accountants  and  Auditors,  incor- 
"  porated  1885.  The  Fellows  and  Associates  of  this  Society 
"practise  in  all  parts  of  the  United  Kingdom,  and  are 
"styled  '  Incorporated  Accountants.'  "  That  advertisement 
was  for  a  short  time  inserted  also  in  the  Solicitors'  Journal. 
In  the  year  1889  they  established  a  journal  of  their  Society, 
which  was  called  The  Incorporated  Accountants^  Journal, 
They  have  for  some  years  published  a  Year-Book,  which 
is  called  "  The  Incorporated  Year  Book."  Its  members,  not 
by  any  means  universally,  but  a  very  large  number  of  them, 
call  themselves  on  their  business  documents,  such  as  letter 
paper  and  other  documents  of  that  kind,  "Incorporated 
Accountant."  The  London  Gazette  publishes,  as  we  know, 
notices  of  appointments  of  trustees  and  releases  of  trustees. 
I  have  seen  a  number  of  those  notices,  and  very  frequently 
— especially  in  the  notice  of  releases— the  members  of  the 
Society  are  called  "  Incorporated  Accountants."  They  are 
also  sometimes  so  described  in  the  appointments  of 
trustees.  There  is  this  distinction  between  the  two,  which, 
to  some  extent,  accounts  for  the  fact  that  the  use  of  the 
term  is  more  frequent  in  the  releases  than  in  the  appoint- 
ments, and  that  is  this,  that  in  the  case  of  the  appoint- 
ments the  particulars  are  sent  to  the  Board  of  Trade,  and 
by  them  to  the  London  Gazette  by  the  Official  Receiver  who 
presides  at  the  creditors'  meeting  at  which  the  trustee  is 
appointed ;  whereas  in  the  case  of  releases  of  trustees  the 
particulars  are  sent  by  the  man  himself.  The  Society  has, 
think,  unquestionably  obtained  a  position,  not  equal. 


perhaps,  to  the  Institute  of  Chartered  Accountants,  but 
second  only  to  it ;  and  in  my  opinion  that  is  illustrated  by 
the  fact  that  in  a  number  of  recent  Acts  of  Parliament 
relating  to  various  local  bodies  clauses  have  been  inserted 
as  to  the  qualification  necessary  to  be  held  by  auditors  of 
those  local  bodies :  that  they  must  be  members  of  either 
the  Institute  of  Chartered  Accountants  or  the  plaintif 
Society.  The  Society  has  acquired  that  status  for  its 
members  by  examinations,  especially  of  recent  years  as  the 
Society  has  become  more  extended  and  important,  and  on 
those  examinations  they  have  expended  a  considerable 
amount  of  money.  Lastly,  the  evidence  I  have  with  regard 
to  the  meaning  and  efiect  of  the  term  is  that  of  a  large 
number  of  gentlemen  of  experience  from  different  parts  of 
the  country.  I  have  had  examined  here  the  District  High 
Court  and  County  Court  Registrar  of  Sheffield,  the  Official 
Receiver  for  the  same  district,  the  Official  Receiver  of  the 
Manchester  district,  a  Chartered  Accountant  of  very  large 
experience  indeed,  solicitors  in  London  of  very  large  com- 
mercial experience  and  holding  important  positions  in  the 
city,  and  solicitors  holding  similar  positions  in  every  part 
of  the  country,  besides  men  of  business  who  in  their  busi- 
ness come  in  contact  with  accountants,  and  I  find  as  the 
result  of  their  evidence  that  the  term  "Incorporated 
Accountant "  had  by  the  year  1905,  when  the  defendant 
Society  was  established,  come  to  be  known  by  persons  who 
had  to  do  with  accountants,  an  accountant  who  was  dis- 
tinguished from  the  rest  of  the  accountants'  profession  by 
being  a  member  of  the  Society  which,  by  examination  and 
otherwise,  conferred  a  status  on  its  members  similar  to  that 
which  was  conferred  by  the  Chartered  Institute.  There 
was,  in  fact,  no  other  Society  except  the  plaintiff  Society  and 
the  Chartered  Institute,  and  it  seems  to  me  immaterial 
whether  in  every  case  the  person  who  speaks  to  the  reputa- 
tion or  the  persons  among  whom  he  speaks  of  that  reputa- 
tion as  existing,  knew  or  did  not  know  the  name  of  the 
Society.  What  I  am  satisfied  of  is  that  they  considered  it 
denoted  membership  not  of  any  society  incorporated,  but  of 
a  definite  and  important  Society  which,  by  its  tests  and 
examinations,  conferred  a  particular  status  on  its  members 
different  from  that  which  an  unqualified  man  held  in  the 
profession.  In  holding  that,  I  do  hold  that  the  term  **  In- 
corporated Accountant "  in  1905  meant  a  member  of  the 
plaintiff  Society,  and  that  that  term  did  confer  upon 
its  members  the  privilege — which  one  cannot  help 
regarding  as  a  valuable  privilege — of  being  looked 
upon  by  persons  who  had  to  do  with  accountants  as 
holding  a  certain  definite  status  of  reliability  and  integrity. 
I  come  now  to  the  defendants.  The  defendants  are  a  limited 
company,  established  under  the  ordinary  provisions  of  the 
Companies  Act  in  the  year  1905,  as  a  company  limited  by 
guarantee.  Their  objects  are  much  the  same  as  those  of  the 
plaintiff  Company.     I  accept  what  they  told  me  without  the 
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least  hesitation,  that  they  propose — and  that  during  the  year 
1906  they  have  actually  given  effect  to  their  proposal — to 
hold  examinations,  and  have  held  examinations  which  are 
effective,  and  they  hope,  by  that  means,  to  give  to  their 
members  also  some  status  which  will  distinguish  them  from 
the  general  ruck  of  accountants.  In  the  year  1903  the 
Revenue  Act  was  passed  which,  in  reference  to  appeals  to 
the  Commissioners  of  Income  Tax,  provided  that  the  Com- 
missioners should,  under  certain  circumstances,  hear  a 
barrister,  solicitor,  or  accountant  as  advocate,  of  course  on 
behalf  of  the  persons  who  appeared  before  them.  That  Act 
defined  *' accountant "  to  mean  a  person  who  has  been 
admitted  a  member  by  an  incorporated  society  of  accoun- 
tants. The  defendant  Association  thereupon  issued  a 
circular  in  which  they,  after  stating  that  they  had  had  that 
section  under  their  consideration,  and  expressing  an  opinion 
that  the  Incorporated  Society  of  Accountants  was  within 
the  meaning  of  the  section,  and  that  •*  members  of  the 
Association  are  entitled  to  the  privileges  thereby  conferred," 
proceeded  to  state  that  they  were  of  opinion  that  "  the  most 
*'  correct  designation  which  members  can  adopt,  especially 
*' having  regard  to  the  Act,  is  that  of  Incorporated  Accoun- 
"  tant,  but  in  view  of  the  fact  that  this  description  has  been 
"  adopted  by  many  of  the  members  of  another  body,  the 
"  Council  recommend  that  the  abbreviation  *  Lon.  Asson.' 
"should  be  added.  In  the  opinion  of  the  Council 
"the  body  referred  to"  (that  is  the  plaintiffs)  "has 
"  no  exclusive  right  to  the  term  in  question,  which 
"can  be  used  by  the  members  of  the  Associa- 
"tion  with  the  addition  of  the  abbreviation  mentioned." 
They  have  asserted  here,  as  I  understand,  the  right  to  use 
the  title"  Incorporated  Accountant  "  without  the  addition 
•*  Lpn.  Asson.  ;  "  but  I  do  not  think  it  very  much  matters, 
because  it  seems  to  me,  having  heard  all  the  evidence,  that 
the  abbreviation  "  Lon.  Asson."  really  makes  very  little 
difference  if  the  term  **  Incorporated  Accountant"  has  that 
meaning  which  I  think  it  has.  People  do  not  know 
the  exact  name  of  the  society,  the  membership  of 
which  confers  the  right  to  use  the  phrase  "Incorporated 
Accountant,"  and  the  addition  of  the  words  "  Lon.  Asson." 
would  tell  those  persons  nothing.  The  important  thing 
is  that  they  recommend  the  use  of  the  the  term  "  Incor- 
porated Accountant."  Now,  are  they  justified  in  doing 
that?  I  desire  to  deal  with  the  defendant  Goodway,  who 
uses  that  term.  He  uses  the  term  '*  Incorporated  Accoun- 
tant "  on  his  letter  paper  and  other  business  documents, 
and  he  puts  *'  Lon.  Asson."  in  very  small  letters  indeed  after 
it.  I  think  on  that  there  is  no  question  he  is  doing  that  which 
is'calculated  to  lead  people  to  believe  that  he  is  a  member  of 
the  plaintiff  Association.  Now,  can  the  plaintiff  Society 
complain  ?  Is  Mr.  Goodway  by  doing  that  inflicting  an 
injury  on  the  plaintiff  Society  ?  That  is  a  new  point  in 
I£ngland.     So  far  as  I  am  aware,  I  know  of  no  case  in  which 


the  question  has  been  decided  whether  an  incorporated  body 
such  as  the  plaintiffs  can  be  regarded  as  suffering  a  legal 
injury  from  someone  who  is  not  a  member  of  the  Society 
calling  himself  a  member;  but  a  case  of  that  nature  did 
come  before  the  Court  of  Session  in  Scotland.  It 
was  decided  first  by  the  Lord-Ordinary  in  the 
Outer  House,  and  afterwards  the  case  went  to  the 
Inner  House,  which  is  equivalent  to  our  Court  of  Appeal, 
^nd  the  learned  Judges  agreed  that  the  plaintiffs  were 
entitled  to  the  interdict  (injunction)  which  they  sought. 
The  interdict  sought  was  this.  The  plaintiffs  were  three 
Chartered  Societies  of  Accountants  in  Scotland,  one  in 
Edinburgh,  one  in  Glasgow,  and  one  in  Aberdeen.  Their 
members  were  accustomed  to  use  as  their  professional 
designation  the  letters  "  C.A.  "  after  their  names,  indicating 
Chartered  Accountant.  It  was  established  that  those  letters 
denoted,  when  used  after  a  person's  name,  that  he  was  a 
member  of  one  or  other  of  those  Societies.  The  defendants 
were  a  limited  company  called  the  Corporation  of  Accoun- 
tants, and  two  individual  members  of  that  company.  The 
two  individuals  themselves  asserted  a  right  to  call  them- 
selves Corporate  Accountants,  as  being  members  of  the 
Corporation  of  Accountants,  and  (and  this  was  the  point) 
to  use  the  letters  "C.A."  The  Lord -Ordinary  and  the 
Lords  of  the  Inner  House  unanimously  came  to  the  con- 
clusion that  the  Chartered  Societies  were  entitled  to  prevent 
the  defendants  from  using  the  letters  "C.A.,"  or  any 
similar  designation  which  would  lead  people  to  believe  that 
they  were  members  of  the  Chartered  Society.  It  is  quite 
true,  in  arriving  at  that  decision,  the  Lord-Ordinary 
emphasised  the  fact  the  plaintiff  Societies  were  Chartered 
Societies,  and  that  it  might  be  said  that  what  the  defendants 
were  doing  was  an  infringement  of  the  Charter,  but  I  think 
the  judgment  of  the  Court,  and  especially  the  judgment  in 
the  Inner  House,  were  put  on  much  wider  grounds — 
namely,  that  a  body,  however  incorporated,  has  a 
right  to  prevent  persons  who  are  not  members 
of  it  from  representing  themselves  to  be  members. 
In  this  particular  case  there  seems  very  little  difficulty  in 
coming  to  that  conclusion  for  this  reason,  it  is  established  by 
the  evidence  that  membership  of  the  body  confers  a  status — 
a  valuable  privilege,  therefore,  in  its  members.  It  is 
pecuniarily  valuable  to  the  Society  that  it  shall  have  as 
many  members  as  possible.  Obviously  the  possession  of  this 
definite  status  arising  from  the  fact  of  membership  is  an 
inducement  to  persons  to  become  members,  and  anything 
which  would  reduce  the  value  of  that  status  would  tend  to 
remove  some  of  the  inducements  which  would  actuate  people 
in  becoming  members  of  the  Society.  It  seems  to  me, 
therefore,  that— looked  at  in  that  way — there  is  a  pecuniary 
interest  in  the  Society  to  prevent  people  who  are  not 
entitled  to  the  status  which  it  confers  from  representing  that 
they  are  members  and  are  entitled  to  that  status.     It  seem? 
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to  me,  therefore,  on  the  authority  of  the  case  to  which  I  have 
referred,  and  on  principle,  that  the  unauthorised  use  of  the 
term  '*  Incorporated  Accountant  "  representing,  as  I  think  it 
does  on  the  facts,  that  the  person  using  it  is  a  member  of  the 
Society,  does  inflict  a  legal  injury  on  the  plaintiff  Society, 
for  which  they  are  entitled  to  relief.  So  far  with  regard  to 
Mr.  Goodway.  With  regard  to  the  Association,  the  matter 
stands  on  a  somewhat  different  footing.  The  Association 
are  not  themselves  practising  as  accountants,  and  in  that 
sense  using  the  term,  but  what  they  are  doing  is,  they  are, 
for  purposes  of  advantage  to  themselves — namely,  to  induce 
people  to  become  members  of  their  Society — holding  out  to 
accountants  at  large  that  if  they  become  members  of  their 
Society  they  will  be  entitled  to  the  use  of  the  term  "  Incor- 
porated Accountant,"  with  such  advantages  as  the  use  of 
that  term  confers.  If  I  am  right  in  saying  that  the 
plaintifis  have  a  pecuniary  interest  in  maintaining  the  term 
as  a  term  of  membership  of  their  Society,  then  it  seems 
to  me  they  have  a  pecuniary  interest  in  preventing  the 
defendant  Association  from  striving  by  means  of  those 
inducements  which  it  is  holding  out  to  the  members  of 
the  profession  to  attempt  to  reduce  the  status  of 
members  of  the  plaintiff  Society  by  conferring  improperly 
an  indication  of  that  status  by  the  use  of  the  term.  '  It  seems 
to  me,  on  the  whole,  the  plaintiffs  are  entitled  to  an  injunc- 
tiqn  against  Goodway  to  restrain  him  from  using  the  term, 
and  an  injunction  against  the  Association  in  the  terms  of  the 
second  claiming  paragraph  ;  but  in  order  to  make  that 
second  paragraph  quite  plain,  and  that  it  does  not  go  too 
far,  there  ought  to  be  added  to  it  the  same  words  which  are 
added  at  the  end  of  the  first  paragraph  :  "To  use  such 
«<  designation  aforesaid  in  such  way  as  to  represent  or  lead 
"  to  the  belief  that  their  members  are  members  of  the 
"plaintiff  Society." 

Mr.  Terrell  asked  that  the  plaintiffs  should  be  deprived 
of  the  costs  of  the  action,  as  they  had  failed  in  proving 
fraud  which  they  had  alleged  in  their  pleadings. 

His  Lordship  said  he  might  add  that  he  did  not  consider 
it  was  established  that  there  had  been  any  fraud  on  the  part 
of  the  defendants  ;  their  only  desire  was  to  bring  themselves 
within  the  provisions  of  the  Revenue  Act. 

Mr.  Terrell  thanked  his  Lordship  for  that  observation. 
He  pointed  out  that  it  was  the  rule  of  the  Court  that  if  a 
plaintiff  pleaded  fraud  but  failed  to  establish  it  he  was 
deprived  of  his  costs. 

His  Lordship  said  in  his  view  the  proper  thing  would  be 
to  give  the  plaintiffs  the  general  costs  of  the  action,  except 
so  far  as  they  had  been  increased  by  the  allegation  of  fraud, 
and  so  far  as  the  costs  had  been  increased  by  that  allegation 
the  plaintiffs  ought  to  pay  the  costs,  which  would  be  set  off. 

Mr.  Terrell  applied  for  a  suspension  of  the  injunction, 


stating  that  the  case  was  one  of  considerable  importance  to 
his  clients. 

His  Lordship  said  he  thought  the  suspension  of  the 
injunction  would  not  hurt  the  plaintiffs,  ha\*ing  regard  to 
the.  judgment  which  he  had  pronounced. 

Mr.  Rowden  said  he  did  not  object  to  a  stay,  on  the 
usual  terms. 

His  Lordship  granted  a  stay  against  both  defendants  upon 
their  undertaking  to  give  notice  of  appeal  within  fourteen 
days. 


Company  Law. 

CHANCERY  DIVISION. 

January  12. 

(Before  Parker,  J.) 

Re  The  Egyptian  Delta  Land  and  Investment 

Company,  Lim. 
Company — Variation  of  Memorandum  of  Association  E jett- 
ing Extension    of  Objects — Companies  (Memorandum  or 
Association)  Act,  1890  (53  S*  54  Vict.  c.  62),  s.  i. 

Petition.  The  object  of  this  petition  was  to  obtain  con- 
firmation of  an  alteration  proposed  to  be  made  in  this  com- 
pany's memorandum  of  association.  The  main  object  of 
the  company,  as  disclosed  by  its  memorandum  of  associa- 
tion, was  that  of  investing  in  land  situated  in  any  district  in 
Egypt  served  or  to  be  served  by  railways  now  or  in  future 
belonging  to  the  Egyptian  Light  Railways,  Lim.,  or  any 
branch  or  extension  of  them.  Difficulties  arose  which 
hindered  the  company  from  obtaining  land  within  the  area 
thus  indicated,  and  eventually  a  special  resolution  was 
passed  by  which  the  company's  memorandum  of  association 
was  altered  so  as  to  declare  the  object  of  the  company  to  be 
the  acquisition  of  land  "  in  Egypt  or  the  Soudan." 

JUDGMENT. 

Parker,  J.,  said  that  he  would  allow  the  variation  to  be  made 
if  at  the  same  time  the  name  of  the  company  was  also  altered 
so  as  to  show  the  extension  of  the  proposed  objects.  There 
was  a  difference  between  investment  in  land  in  the  Soudan 
and  investment  in  more  civilised  parts  of  Egypt,  and  it 
might  be  that  shareholders  would  object  to  the  former  who 
did  not  object  to  the  latter.  He  suggested  the  introdnction 
of  the  words  "and  Soudan"  after  the  word  "Delta**  in 
the  company's  name. 

(51  S.J.  211.) 
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Accountancy  and  Auditing. 

SHEFFIELD   COUNTY   COURT. 
January  31. 
(Before  the  Deputy  Judge  H.  E.  Gurney.) 
Aultman  &  Miller  and  Lee  &  Sons  v.  Parkin. 

Trustee* s  Charges  under  Deed  of  Assignment. 

This  was  an  action  to  decide  whether  or  not  Mr.  Parkin 
bad  made  reasonable  charges  as  trustee  in  the  winding-up 
of  an  estate,  and  the  plaintiffs  asked  for  an  order  instructing 
the  Registrar  to  decide  what  was  reasonable  remuneration 
for  the  defendant,  it  being  alleged  that  the  defendant  had 
charged  excessively  for  the  services  he  had  rendered  as 
trustee. 

Mr.  P.  B.  Richardson,  in  his  opening  statement,  said  the 
object  of  the  action  was  to  deal  with  the  amount  that 
Mr.  Parkin  had  deducted  as  trustee's  remuneration  in  the 
winding-up  of  the  estate  of  Mr.  Joseph  Lowe,  agricultural 
implement  merchant,  Nursery  Street,  Sheffield,  who  had 
made  a  deed  of  assignment  for  the  benefit  of  his  creditors 
generally  to  Mr.  Parkin.  The  realisation  of  Lowe's  estate 
amounted  to  ^^422  13s.  S^d.  A  dividend  of  los.  6d.  in  the 
£  was  declared ;  and  the  amount  thus  distributed  was 
/244  17s.  3d.,  and  the  / 160  odd  was  expended  in  various 
sums,  including  Mr.  Parkin's  remuneration  for  acting  as 
trustee.  The  action  was  taken  with  a  view  of  ascertaining 
how  far  the  trustee  was  able  to  make  such  an  excessive 
charge  as  had  been  made  against  Lowe's  estate.  The  account 
showed  an  item  of  15  guineas  for  preparing  the  statement  of 
affairs  and  taking  stock,  and  it  also  contained  an  item  of 
;f  78  15s.  for  the  trustee's  remuneration.  The  realisation  of 
;^422  was  equal  to  a  dividend  of  i8s.  in  the  £  on  the  total 
amount  of  the  liabilities.  But  los.  6d.  in  the  /  only  had 
been  paid.  The  remainder  had  gone  in  trustee's  remunera- 
tion and  in  various  incidental  expenses. 

This  was  the  main  question  to  be  decided,  said  Mr. 
Richardson :  What  were  reasonable  and  professional 
charges  for  a  trustee  under  a  deed  of  assignment  to  make  ? 
On  the  23rd  July  Mr.  Parkin  sent  out  a  notice  of  a  meeting 
to  be  held.  This  was  after  the  deed  had  been  executed. 
Therefore,  as  far  as  the  creditors  who  attended  that  meeting 
were  concerned,  there  were  two  alternatives  only :  one  was 
to  assent  to  the  deed  ;  the  other  was  to  join  together  with 
the  view  of  instituting  bankruptcy  proceedings,  and  so  take 
the  estate  out  of  Mr.  Parkin's  hands.  The  meeting,  how- 
ever, approved  of  the  deed  of  assignment  with  Mr.  Parkin 
as  the  trustee ;  and  in  due  course  the  defendant  realised  the 
estate,  and  the  majority  of  the  creditors  accepted  the 
dividend  of  los.  6d.  in  the  £  which  was  declared.     One 


firm,  however,  the  Aultman  and  Miller  Buckeye  Company, 
declined,  and  eventually  the  present  proceedings  were 
decided  upon.  William  Lee  &  Sons,  who  were  creditors  for 
£10  8s.  6d.,  and  who  were  the  only  creditors  in  Sheffield, 
accepted  the  dividend,  but  had  joined  with  other  creditors 
with  the  object  of  bringing  the  matter  before  the  Court,  and 
so  testing  the  amount  of  the  trustee's  remuneration. 

In  the  present  case,  continued  Mr.  Richardson,  the 
*'  accountant's  charges  "  and  the  "  trustee's  remuneration  " 
amounted  to  ^94  los.  But,  as  a  matter  of  fact,  the 
"accountant's  charges"  were  the  charges  made  by  the 
trustee  in  his  capacity  as  trustee  in  preparing  the  statement 
of  affairs. 

"  If  that  item  had  been  put  in  properly  it  would  have 
'*  been  put  in  as  the  remuneration  of  the  trustee,  and  not  as 
••<  accountant's  charges,' "  aidded  Mr.  Richardson. 

The  trustee's  charges,  he  continued,  usually  were  5  per 
cent,  of  the  amount  realised,  aud  5  per  cent,  of  the  amount 
distributed  in  dividend.  In  the  present  case,  had  the 
trustee's  charges  been  taken  on  that  scale  they  would  have 
amounted  to  ^27  los.  in  all.  The  defendant  had  used  his 
position  as  trustee  for  the  purpose  of  obtaining  as  much 
money  out  of  the  estate  as  possible,  maintained  Mr. 
Richardson.  He  had  received  three  and  one-third  times 
the  amount  of  remuneration  he  would  have  done  if  the 
estate  had  been  taken  to  the  Bankruptcy  Court.  There  had 
been  no  committee  of  inspection  appointed.  The  defendant 
had  taken  the  matter  into  his  own  hands  entirely. 

Before  bringing  the  present  action.  Mr.  Richardson 
pointed  out,  he  had  given  the  defendant  three  alternatives : 
to  take  the  matter  before  the  Registrar  and  to  let  him  decide 
what  the  amount  of  remuneration  should  be ;  or  to  appoint 
two  accountants  who  would  appoint  an  umpire  to  settle  the 
amount  of  the  remuneration  ;  or  to  call  a  meeting  of  the 
creditors  to  decide  what  amount  should  be  paid  to  the  trustee 
as  remuneration. 

But  the  defendant  had  refused  to  entertain  these  offers. 

Mr.  S.  Taylor  Gill,  the  President  of  the  Sheffield  Society 
of  Chartered  Accountants,  was  the  first  witness  called  in  the 
plaintiff's  case. 

Mr.  Richardson  :  What,  in  your  opinion,  is  the  minimum 
remuneration  of  a  trustee  in  an  estate  of  about  /500  where 
the  work  of  realisation  is  absolutely  normal  ? — If  it  were 
an  easy  estate,  where  the  money  came  in  without  any 
difficulty,  I  should  think  the  very  least  sum  that  any  trustee 
should  have  to  take  would  be  7}  percent,  of  the  assets  realised 
and  5  per  cent,  of  the  dividend  distributed. 

Would  you  consider  22J  per  cent,  a  correct  charge  in  the 
absence  of  a  good  explanation  ? — Well,  first  of  all,  I  should 
consider  22}  was  a  large  percentage. 
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Have  you  ever  charged  it  ?— Oh,  yes,  more  than  that. 

But  it  has  been  awarded  by  a  committee  of  inspection  ?— 
Yes. 

In  further  examination,  Mr.  Gill  pointed  out  that  the 
charges  made  by  an  accountant  were  based  on  the  amount 
of  time  expended  in  (he  administration  of  an  estate. 

Mr.  Ellison  (cross-examining) :  It  is  quite  impossiUe  to 
say  what  is  a  fair  and  proper  remuneration  for  an  accoun- 
tant without  knowing  what  work  he  has  done  ? — Oh,  quite 
impossible. 

Mr.  Gill  added  that  9s.  per  hour  for  the  accountant  him- 
self, 4s.  6d.  per  hour  for  his  chief  clerk,  and  is.  6d.  per  hour 
for  the  junior  clerk,  were  fair  and  reasonable  charges  to  be 
made  for  time  occupied  in  winding-up  an  estate.  Of  course, 
considerable  difficulty  would  be  caused  to  the  accountant  in 
administering  an  estate  where  the  debtor  had  not  kept  the 
usual  books,  and  where  the  books  he  had  kept  had  not  been 
written  up  for  a  month  or  two. 

Mr.  J.  H.  Freeborough,  ex-President  of  the  Sheifisld  ^nd 
District  Branch  of  the  Society  of  Incorporated  Accountants, 
was  then  called  ? 

Mr.  Richardson  :  What,  in  your  opinion,  is  a  reasonable 
basis  of  remuneration  for  a  trustee,  assuming  that  the 
work  is  normal,  in  an  estate  of  ;f 500  ?— Assuming  that  the 
bulk  of  the  assets  have  been  realised  under  the  hammer 
by  the  auctioneer,  and  that  everything  is  perfectly  simple 
and  straightforward,  I  should  think  that  something  like 
7^  per  cent,  of  the  amount  realised  and  5  per  cent,  of  the 
amount  distributed  in   dividend    would  be  very  sufficient. 

What  is  your  opinion  of  that  charge  of  £g^  los.  ?— It 
strikes  me  as  being  a  very  ample  remuneration. 

Would  you  have  been  prepared  to  take  the  realisation  of 
that  estate  as  a  trustee  and  deal  with  it  for  a  matter  of  7}  per 
cent,  of  the  realisation  and  5  per  cent,  of  the  distribution  ? — 
Yes,  I  should. 

Under  cross-examination  by  Mr.  Ellison,  Mr.  Freeborough 
disagreed  with  the  assertion  that  it  was  impossible  for  any- 
one to  say  what  the  proper  remuneration  for  an  accountant 
should  be  without  knowing  the  amount  of  work  he  had  done. 
For  he  took  it  that  in  the  bulk  of  cases  many  deeds  of  assign- 
ment were  run  on  certain  lines,  and  one  case  provided  about 
the  same  class  of  work  as  another. 

Mr.  Ellison :  Do  I  understand  you  to  say  that  it  is 
perfectly  possible  to  arrive  at  the  proper  remuneration  of  a 
trustee  without  knowing  the  amount  of  work  he  has  done  ?— 
No,  I  do  not  say  that. 

Do  you  know  the  amount  of  work  that  Mr.  Parkin  has 
done  in  this  case  ? — No,  I  do  not. 

You  do  not  know  whether  Mr.  Parkin  sold  the  things  by 
auction  or  by  private  treaty  ? — No. 

That  would  make  a  great  deal  of  difference,  would  it  not  ? 
— It  would. 

Mr.   Percy  Toothill.  the  Secretary  of  the  Sheffield  and 


District  Branch  of  the  Society  of  Incorporated  Accountants, 
was  of  opinion  that  the  charges  that  Mr.  Parkin  had  made 
were  ample  remuneration. 

Mr.  Richardson :  Do  you  agree  that  5  per  cent,  each  way. 
going  up  to  7 J  per  cent,  of  the  realisation,  is  a  fair  basis  of 
remuneration  for  a  trustee  under  a  deed  of  assignment  ?— 
I  should  say  so  in  this  particular  case. 

Mr.  Ellison  (cross-examining) :  Do  you  say  that  the  charge 
(/94  los.)  is  an  unfair  and  unreasonable  remuneration  for 
him  to  make  ?— Yes,  I  should  say  that  if  there  had  been  no 
extraordinary  work  required  the  remuneration  is  rather 
unreasonable. 

That  entirely  depends  upon  what  work  Mr.  Parkin  had 
to  do  ? — Certainly. 

Mr.  Robert  Craig,  Incorporated  Accountant,  of  York 
Street,  Sheffield,  said  he  considered  5  per  cent,  of  the  distri- 
bution and  7 J  per  cent,  of  the  amount  realised  was  a  fair 
remuneration  for  an  accountant  in  winding-up  an  estate. 

This  concluded  the  plaintiffs'  case. 

Mr.  Ellison,  opening  the  case  for  the  defendant,  said :  I 
put  it  to  your  Honour  that  there  is  not  a  shadow  of  a 
case  for  me  to  answer. 

The  Deputy  Judge  :  There  is  a  shadow  of  a  case  against 
you,  but  it  is  not  a  strong  one. 

The  defendant,  Mr.  T.  C.  Parkin,  then  entered  the 
witness-box. 

He  stated  that  he  had  been  practising  as  an  accountant 
for  the  last  eighteen  years.  The  estate  involved  in  the 
present  action  had  not  been  an  easy  one  to  wind  up,  because 
the  debtor's  books  had  been  kept  imperfectly,  and  some  had 
not  been  kept  at  all.  Neither  a  Cash  Book  nor  a  record  of 
purchases  had  been  kept.  Many  of  the  books  were  a  couple 
of  months  in  arrears.  Altogether,  the  administration  of  the 
estate  had  caused  him  to  spend  a  considerable  amount  of 
time  and  trouble.  He  had  had  nothing  whatever  to  do  with 
the  preparation  of  the  deed  of  assignment.  As  regarded  the 
absence  of  a  committee  of  inspection,  well,  he  himself  had 
suggested  that  there  should  be  such  a  committee  appointed 
but  the  creditors  would  not  agree  to  it.  In  fact,  the  repre- 
sentative of  Lee  &  Sons — ^some  of  the  plaintiffs  in  the  present 
action— at  the  meeting  of  creditors  had  suggested  that  a 
committee  of  inspection  was  unnecessary. 

There  were  49  creditors  of  the  estate  ;  and  the  debtors  to 
the  estate  numbered  no  fewer  than  228. 

Mr.  Ellison  :  Was  there  any  particular  difficulty  in  dealing 
with  these  debts? — Mr.  Parkin:  Yes,  many  of  them  were 
disputed.  In  30  cases  I  had  to  take  County  Court  pro- 
ceedings; and  we  had  70  odd  disputed  cases  which  were 
settled  out  of  the  County  Court.  There  were  a  number  of 
contra  accounts,  and  they  all  had  to  be  investigated. 

Continuing,  Mr.  Parkin  stated  that  a  portion  of  Lowe's 
stock  was  disposed  of  by  auction,  and  the  remainder  was 
sold  privately.  The  stocktaking  in  particular  had  occupied 
a  great  amount  of  time  and  trouble. 
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Mr.  Ellison  :  Do  you  consider  that,  having  regard  to  the 
work  you  did,  the  charge  you  made  in  this  matter  was  a 
very  £eur  and  reasonable  charge  ? — I  do. 

Mr.  Parkin  pointed  out  that,  in  regard  to  the  separation 
of  the  two  items  «*  Accountant's  Charges  *  and  "  Trustee's 
Remuneration,"  the  Board  of  Trade  made  this  separation 
compulsory. 

In  the  winding-up  of  Lowe's  estate  Mr.  Parkin  said  he 
had  spent  129  hours— he  had  charged  at  the  rate  of  gs.  per 
hour  ;  his  chief  clerk  had  spent  109  hours  at  4s.  6d.  per  hour  : 
and  other  clerks  had  spent  195  hours,  at  is.  6d.  per  hour. 

Cross-examined  by  Mr.  Richardson,  Mr.  Parkin  said  that 
as  a  trustee  he  had  never  been  paid  remuneration  on  the 
basis  of  7i  per  cent,  of  the  amount  realised  and  5  per  cent, 
of  the  amount  distributed  in  dividend. 

Mr.  Jarvis  W.  Barber,  a  member  of  the  Council  of  the 
Institute  of  Chartered  Accountants,  supported  Mr.  Parkin 
in  the  statement  that  the  charges  he  had  made  were 
reasonable. 

Mr.  Ellison :  In  your  opinion  are  the  two  charges  made— 
the  15  guineas  and  the  £78  15s.— having  regard  to  the 
diflficulties  of  this  estate,  fair  and  reasonable  charges  ?— Yes, 
I  consider  them  so. 

Witness  also  agreed  that  the  scale  of  charges  per  hour 
mentioned  by  the  defendant  was  a  fair  and  reasonable  one. 

Mr.  William  Hubert  Smith,  Chartered  Accountant,  agreed 
with  Mr.  Barber  that  the  charges  made  by  the  defendant 
were  fair  and  reasonable,  considering  the  amount  of  work 
he  had  done  in  winding  up  the  estate. 

JUDGMENT. 

This  closed  the  case  for  the  defence,  and  the  Deputy 
Judge  summed  up.  There  had  been  no  suggestion,  he  said, 
that  Mr.  Parkin  had  not  occupied  his  time  in  the  way  he  bad 
stated.  Also,  the  defendant  and  his  witnesses,  and  the 
principal  witness  for  the  plaintiff,  were  agreed  that  the  amount 
of  the  charges  per  hour  were  fair  and  reasonable.  "  Under 
these  circumstances,*'  the  Deputy  Judge  added,  '*  I  have  no 
other  option  but  to  give  judgment  for  the  defendant." 

Judgment  was  accordingly  entered  for  the  defendant, 
with  costs. 

CHANCERY  DIVISION. 

February  i. 

(Before  Mr.  Justice  Kekbwich.) 

James  v.  Institute  of  Chartered  Accountants. 

Mimbirship    of  Institute   of   Chartered    Accountants — Non- 
payment  of    Fees — Exclusion — Application    to    restrain 
Institute  from  excluding  Plaintiff  dismissed. 
This  was  an  action    to   restrain    the   defendants    from 
excluding  the  plaintiff  from  membership  of  the  Institute. 
It  appeared  that  the  plaintiff.  Edward  Goldsworthy  James, 
was  admitted  and  constituted  a  member  of  the  Institute  in 
May  1881,  of  which  he  was  afterwards  a  Fellow.     In  1903 
he,  having  previously  removed  his  offices  in  the  City,  forgot 


to  pay  his  subscription  ;  and  in  December  1903  he  became 
aware  for  the  first  time,  so  he  alleged,  that  in  October  the 
Council  of  the  Institute'  had  excluded  him  from  member- 
ship on  the  ground  that  the  plaintifiTs  subscription  for  the 
year  1903  had  not  been  received.  On  December  24  1903, 
he  offered  to  pay  his  subscription  ;  but  the  Secretary  refused 
to  accept  it  and  intimated  that  the  plaintiff  had  been 
excluded  from  membership  by  a  resolution  of  the  Committee 
passed  in  October,  such  intimation  being  the  first  notice,  so 
he  alleged,  that  the  plaintiff  had  of  his  exclusion.  By 
Clause  20  of  the  Charter  of  the  Institute  it  was  declared  that 
*'  if  any  person  while  he  is  a  member  of  the  Institute  fails  to 
**  pay  any  subscription  ....  tor  six  months  after  the 
**  same  has  become  due."  he  should  be  liable  to  be  excluded 
from  membership  by  a  resolution  of  the  Council  passed  at  a 
meeting  specially  convened  for  that  purpose,  with  notice  of 
the  object,  at  which  meeting  there  should  be  present  not 
less  than  12  members  of  the  Council,  and  for  which  exclusion 
not  less  than  three-fourths  of  those  present  and  voting  should 
vote,  *'  and  the  member  having  first  had  an  opportunity  of 
being  heard,"  and  notice  of  such  exclusion  should  be  sent  to 
the  person  affected  thereby.  The  plaintiff  alleged  that  no 
valid  resolution  had  ever  been  passed  excluding  him  from 
membership  as  required  by  the  Charter,  nor  had  he  had  an 
opportunity  of  being  heard.  It  further  appeared  that  the 
plaintiffs  old  address  was  duly  registered  in  the  books  of 
the  Institute  and  in  the  year  1903  so  stood  in  the  books  of 
the  Institute.  The  plaintiff  gave  no  notice  of  his  removal  to 
the  Post  Office.  Notices  were  sent  by  the  Institute  on 
March  31,  June  26,  July  24,  September  23,  and  September 
30  to  the  plaintiff,  to  his  roistered  address. 

JUDGMBNT. 

Mr.  Justice  Kekewich,  in  delivering  judgment,  said  that 
the  case  for  the  plaintiff  had  been  put  upon  moral  grounds, 
but  with  that  he  had  nothing  to  do.  The  executive  of  a 
body  like  the  defendants  had  duties  to  perform,  and  the 
responsibility  for  the  exercise  of  such  duties  must  rest  upon 
them,  and  it  was  therefore  unnecessary  to  go  into  those 
duties.  The  relation  of  the  parties  depended  on  contract, 
and  the  condition  of  the  contract  was  clear.  The  plaintiff 
was  liable  to  be  excluded  if  he  failed  to  pay  his  subscription 
to  the  Institute  for  six  months  after  the  same  became  due, 
having  first  had  an  opportunity  of  being  heard.  The  latter 
provision  was  for  the  plaintiffs  benefit,  and  meant  that  he 
should  have  a  reasonable  opportunity  of  stating  and  arguing 
his  case  before  the  Council,  and  that  the  Council  should 
exercise  their  functions  in  a  judicial  manner.  The  question 
therefore  resolved  itself  into  this :  Did  the  plaintiff  have  an 
opportunity  of  being  heard  ?  Therefore  the  only  question 
was  whether  the  plaintiff  had  received  sufficient  notice.  A 
letter  was  sent  to  him  by  the  Institute  on  September  23, 
which  he  would  in  the  ordinary  course  receive  on  the  24th 
That  letter  told  him  not  only  that  he  was  in  danger  of  be^' 
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excluded  from  membership  and  the  reason  for  such  exclusion, 
but  also  gave  him  notice  of  a  special  meeting  on  the  3otn, 
after  which  his  subscription  could  not  be  accepted.  No 
reply  was  received  to  that,  and  the  letter  was  returned.  On 
September  30  another  letter  was  sent  by  the  Institute  to  the 
plaintiff,  and  that  again  stated  the  danger  of  his  being 
excluded  and  the  reason  for  the  exclusion.  The  only 
answer  to  all  this  that  the  plaintiff  could  make  was  that  he 
did  not  get  the  letters.  But  the  Institute  were  not  bound  to 
see  that  he  got  the  letters ;  it  was  sufficient  for  them  to  send 
the  letters  to  the  registered  address  of  the  plaintiff.  The 
letters  were  sent,  and  the  plaintiff  therefore  had  had  a  fair 
opportunity  of  being  heard.  But  the  matter  did  not  rest 
there.  It  was  not  a  pure  accident  that  the  plaintiff  did  not 
get  the  letters.  He  moved  his  offices  and  took  no  steps  to 
make  his  change  of  address  known  beyond  calling  for  a  few 
weeks  at  the  old  address  for  letters.  The  plaintiff's  conduct, 
therefore,  was  itself  the  origin  of  his  own  misfortune.  There 
would  be  judgment  for  the  defendants,  who  did  not  ask  for 
costs  unless  there  was  an  appeal. 
{Times.) 


Bankruptcies  and  Insolvencies. 

KINGS  BENCH  DIVISION. 
January  14  and  21. 
(Before  Bigham,  J.) 
Re  Button  ;  ex  parte  Havaside. 
Bankruptcy — Proof  for  Damages  by  Owner  of  Goods   which 
have  Passed  to  the  Trustee  as  in  Order  and  Disposition  of 
Bankrupt— Bankruptcy  Act,  1883  (46  &*  47  Vict.  c.  52), 
sees,  37,  44. 
Appeal  from  the  rejection  of  a  proof  by  the  trustee  in  the 
bankruptcy.     The  bankrupt  carried  on  business  as  a  dealer 
in  curios  and  antiques,  and  the  appellant  Havaside  had  been 
a  constant  customer  of  the  bankrupt.    The  bankrupt  filed 
his  own  petition  on  the  loth  of  March  1906,  and  at  that 
date  Havaside  had  about  ;f  700  worth  of  goods  on  the  bank- 
rupt's premises,  some  bought  from  the  bankrupt  and  left 
there  till  required,  others  left  for  repair,  others  left  for  the 
bankrupt  to  sell.    The  trustee  claimed  these  goods  as  part 
of    the    property    of    the    bankrupt    divisible   among    his 
creditors,  on  the  ground  that  they  were  in  the  order  and  dis- 
position of  the  bankrupt  with  the  consent  of  the  true  owner 
at  the  date  of  the  commencement  of  the  bankruptcy.     On 
the  25th  of  June  1906  Bigham,  J.,  made  an  order  allowing 
the  trustee's  application  :  Re  Button ;  ex  parte  White  v.  Hava- 
side (50  S.J.  578).     In  August  1906  Havaside  proved  in  the 
bankruptcy  for  /715  i6s.  6d.,  the  estimated  fair  selling  value 
of  the  goods.    The  trustee  rejected  the  proof,  whereupon 
Havaside  appealed.     It  was  contended  for  the  appellant 
that  the  debt  arose  upon   the   filing  of  the  petition  when 


Button,  as  agent  for  sale,  disabled  himself  from  selling  or 
returning  the  goods  just  as  if  he  had  given  them  away. 
Button's  act  in  filing  his  own  petition  gave  rise  to  a  claim 
for  damages  for  breach  of  an  undertaking  to  sell  or  return 
the  goods.  Counsel  for  the  appellant  relied  on  a  dictum  of 
Lord  Redesdale  in  Joy  v.  Campbell  (i  Sch,  &  L,,  at  p.  338) : 
*'  If  a  man  were  to  purchase  goods  and  pay  for  them,  and 
*•  permitted  them  to  remain  in  the  hands  of  the  seller,  who 
•*  became  bankrupt,  he  would  be  a  creditor  for  the  amount 
*'  of  the  money  he  paid  for  the  purchase.'*  They  also  cited 
Christian's  Bankrupt  Law,  Vol.  i,  p.  214  (2nd  ed.)  (1818), 
Montague  &  Ayr  ton's  Bankrupt  Laws  (2nd  ed.).  p.  290 
(1844),  Utterson  v.  Vernon  (3  T.R.,  at  p.  548).  They  also 
referred  to  the  analogy  in  cases  of  distress  where  one 
person's  goods  are  lawfully  seized  for  another  person's  debt, 
and  the  owner  of  the  goods  is  held  entitled  to  an  indemnity: 
Edmunds  v.  Wallingford  (33  W.R.  647;  14  Q.B.D.  811). 
Counsel  for  the  trustee  contended  that  the  bankrupt  had  not 
committed  any  breach  of  contract  by  filing  his  petition,  and 
that  the  appellant's  loss  was  due  to  the  operation  of  the 
bankruptcy  law  consequent  upon  his  own  act  or  default  in 
consenting  to  the  bankrupt  retaining  possession  of  the 
goods.    Judgment  was  reserved. 

JUDGMENT. 

Bigham,  J. :  I  am  asked  in  this  case  to  reverse  the 
trustee's  rejection  of  a  proof  for  £715  i6s.  6d.,  and  it  is 
suggested  that  the  bankrupt  by  filing  his  petition  wrong- 
fully terminated  a  contract  of  bailment,  and  so  gave  the 
appellant  a  right  of  proof  for  damages  under  section  37  of 
the  Bankruptcy  Act,  1883.  It  is  also  suggested  that  to 
reject  this  proof  violates  the  principle  of  law,  that  when 
one  man's  goods  are  lawfully  taken  to  satisfy  another  man's 
debt,  the  owner  of  the  goods  shall  have  a  remedy  against 
the  debtor  for  an  indemnity.  I  am  of  opinion  that  there  is 
nothing  in  either  contention.  When  a  man  gets  into 
involved  circumstances,  as  the  bankrupt  here  did,  it  is  his 
duty  to  himself  and  to  his  creditors  to  file  his  petition,  and 
he  commits  no  tort  or  breach  of  contract  by  so  doing.  His  pro- 
perty thereupon  passes  to  his  trustee,  and  the  statute  includes 
in  such  property  goods  in  his  order  and  disposition.  The 
appellant  has  lost  his  goods  by  the  operation  of  law,  and 
not  by  any  act  of  the  bankrupt,  and  I  do  not  think  it  is  any 
hardship  upon  him,  for  it  was  bis  own  consent  which  placed 
his  goods  in  jeopardy.  Appeal  dismissed. 
(51  S.J.  212.) 


LIVERPOOL  COUNTY  COURT. 

January  25. 

(Before  His  Honour  Judge  Shand.) 

Re  W.  J.  Harries,  a  Bankrupt. 

Bankruptcy — Secured  Creditor— Amendment  0/ Proof. 
This  was  a  motion  for  leave  of  the  Court  to  amend  appli- 
cants' proof  of  debt  in  respect  of  securities  held  by  them. 
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The  applicants  proved  in  August  1904  for  ^234  is.  2d., 
being  debt  ;f3oi  9s.  2d.,  less  ^67  8s.,  estimated  value  of 
security  held,  such  security  consisting  of  life  policies  assigned 
to  them.  Applicants  continued  to  pay  the  premiums  on  the 
policies,  which,  with  bonuses,  amounted  to  /i,075.  The 
debtor  died  suddenly  in  August  1906,  and  the  applicants 
claimed  to  amend  the  estimated  value  of  their  security  to  the 
full  amounts  payable  on  the  policies  (/i,o75),  and  to  be  also 
repaid  premiums  out  ol  pocket,  and  interest,  under  Rule  13 
of  the  Bankruptcy  Act,  1883,  whereby  •*a  creditor  who  has 
'*  valued  his  security  may,  at  any  time,  amend  the  valuation 
**  and  proof  on  showing  to  the  satisfaction  of  the  trustee  or 
"  the  Court  chat  the  security  has  increased  in  value." 

Mr.  Rees.  for  the  applicants,  relied  on  the  said  rule,  and 
the  case  of /n  r;  Newton  (1896,2  Q.B.  403)  decided  there- 
under. 

Mr.  Lindon  Riley,  for  the  trustee,  consented  to  the  appli- 
cation, and  the  Court  made  the  order  asked  for,  applicants 
to  pay  the  costs  thereof. 


Company  Law. 


CHANCERY    DIVISION. 

January  15. 

(Before  Parker,  J.) 

In  re  New   Zealand  Joint  Stock  and  General 

Corporation,  Lim. 
Company  —  Winding-up — Liquidator —  Misfeasance — Distribut- 
ing Assets  without  providing  for  Income-Tax—  Companies 
(Winding-up)  Act,  1896  (53  &>  54  Vict.  c.  63),  s.  10. 

This  company  in  1900  passed  special  resolutions  for 
voluntary  winding-up  and  reconstruction,  and  entered  into 
an  agreement  for  the  sale  of  its  assets  to  a  new  company 
for  a  consideration  consisting  of  shares  in  the  new  company, 
and  a  covenant  by  that  company  to  pay  the  debts  and 
liabilities  of  the  vendor  company,  and  to  keep  the  vendor 
company  and  its  liquidator  indemnified  from  the  same. 
The  liquidator  had  distributed  the  assets  of  the  old  com- 
pany without  providing  for  or  satisfying  the  claim  of  the 
Crown  for  income-tax;  and  an  originating  summons  was 
accordingly  taken  out  by  the  Attorney-General  on  behalf  of 
his  Majesty  for  a  declaration  that  the  liquidator  had  been 
guilty  of  a  misfeasance  by  so  doing,  and  for  an  order  for 
payment  of  the  amount  (^1,480  12s.)  with  interest  and  costs. 

Mr.  Vaughan  Hawkins,  for  the  Crown,  said  that  a 
misfeasance  had  been  committed,  as  was  shown  by  the 
decision  of  Mr.  Justice  Buckley  in  the  similar  case  of  In  re 
Watchmakers'  Alliance  and  Ernest  Goode's  Stores,  Lim.  (5  Tax 
Cas.  117). 

Mr.  Allan  S.  Ramsay  (with  whom  was  Mr.  W.  M.  S.  Knight) 
said  the  liquidator  was  unable  to  pay  the  amount,  and  had 
been  unable  to  get  the  new  company  to  pay  it. 


JUDGMENT. 

Mr.  Justice  Parker  made  the  declaration  asked  for,  and 
ordered  the  amount  claimed  to  be  paid  within  six  weeks. 
(23  Times  Law  Reports,  238.) 


CHANCERY  DIVISION.. 

January  18. 

(Before  Parker,  J.) 

Asliton  &  Co.,  Lim.,  and  Others  v.  Honey 
and  Others. 

Company — Article    Providing    for    Special    Remuneration  to 
Directors^Capital  Outlay — Profit  and  Loss  Account. 

Motion.  This  was  a  motion  for  an  injunction  to  restrain . 
directors  of  a  company  from  acting  upon  a  resolution, 
passed  on  the  23rd  of  August  1906,  that  a  sum  of  /250  by 
way  of  commission  or  fixed  sum  should  be  paid  to  the 
directors  in  consideration  of  their  efforts  towards  the  effect- 
ing of  a  contract  with  another  company,  and  that  the  com- 
mission should  be  regarded  as  capital  outlay.  The 
company's  articles  of  association  included,  by  virtue  of  a 
special  resolution,  a  provision  to  the  efifect  that,  if  any 
director  should  be  called  on  to  perform  extra  services  or 
make  special  exertions  on  behalf  of  the  company  or  its 
business,  or"  in  giving  special  attention  to  the  business  of  the 
company,  such  director  might  be  remunerated  either  by  a 
fixed  sum  or  by  a  percentage  of  profits  or  otherwise,  as 
might  be  determined.  The  question  raised  on  the  hearing 
of  the  motion  was  whether  the  resolution  of  the  23rd  of 
August  r9o6  was  ultra  vires  or  no. 

JUDGMENT. 

Parker,  J.,  said  that  in  determining  this  question  it  was 
necessary  to  consider  another  clause  in  the  articles,  by 
virtue  of  which  the  directors  might  pay  to  any  director  a 
commission  or  fixed  sum  on  any  particular  business,  or  a 
share  in  the  general  profits  of  the  company,  which  commis- 
sion, fixed  sum,  or  share  was  to  be  regarded  as  working 
expenses  or  capital  outlay  of  the  comp)any.  Although  the 
company  could  vote  sums  as  special  remuneration  to 
directors,  the  amounts  so  paid  could  not  be  debited  to  capital 
if  they  were  to  be  carried  [to  the  Profit  and  Loss  Account 
as  working  expenses.  No  special  article  could  allow  such 
sums  to  be  debited  to  capital  outlay  instead  of  Profit  and 
Loss,  and,  primd  facie,  they  ought  to  be  debited  to  the  latter. 
In  this  case  the  directors  had  procured  for  the  company  a 
very  advantageous  purchase,  at  the  expense  of  much  time 
and  trouble  on  their  part.  No  injunction  was  necessary, 
but  there  would  be  a  declaration  that  the  company  might 
pay  the  sums  in  question  out  of  Iny  moneys  in  their  hands 
for  the  time  being,  but  that  such  sums  ought  to  be  debited 
to  Profit  and  Loss  Account  and  not  to  capital. 
(51  S.J.  211.) 
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Income  Tax. 

KING'S  BENCH  DIVISION. 
December  10. 
(Before  Bray,  J.) 
The  New  Zealand  Shipping  Co.,  Lim.  v.  Stephens 
(Surveyor  of  Taxes). 
Revenue— Income-Tax--'*  Person    Residing   in    the    United 
Kingdom'* — Company    Registered   Abroad—Head   Office 
Abroad— Directing  Power  and  Controlin  United  Kingdom 
—Income  Tax  Act,  1853  (17  6*  18  Vict,  c.  34),  s.  2, 
Schedule  D. 
This  was  a  special  case  stated  by  the  Income-tax  Com- 
missioners for  the   City  of   London,   the  question  being 
whether  the  appellants,  the  New  Zealand  Shipping  Com- 
pany, I.im.,  were  resident  in  the  United  Kingdom. 

The  appellants  appealed  to  the  Commissioners  against 
an  estimated  assessment  of  ;^68,944,  under  Schedule  D  of 
16  &  17  Vict.,  c.  34,  and  the  material  facts  in  the  case  were 
as  follows: — ^The  appellant  company  were  registered  in 
New  Zealand  with  limited  liability.  By  th«  memorandum 
of  association  it  was  provided  that  the  registered  office 
should  be  situate  in  Christchurch,  New  Zealand.  By 
Clause  2  of  the  company's  regulations  the  company  could 
borrow  as  the  London  board  might  think  fit.  By  Clause  3 
the  business  authorised  by  the  regulations  might  be  under- 
taken or  stopped  as  the  London  board  thought  fit.  Clause 
4  authorised  branch  registers,  and  all  branch  registers 
elsewhere  than  in  New  Zealand  were  to  be  under  the 
control  of  the  London  board.  By  Clause  5  the  registered 
office  at  Christchurch  was  to  be  used  for  all  business 
which  could  not  be  transacted  otherwise  than  at  the  regis- 
tered office,  for  the  purpose  of  ordinary  business  in  New 
Zealand,  and  for  that  of  all  business  authorised  to  be  trans- 
acted in  New  Zealand.  The  head  or  chief  oflRce  for  all 
other  business  of  the  company  was  in  London.  The  London 
board  had  the  right  to  the  allotment  of  unissued  sh*ares, 
the  disposition  of  new  shares,  the  right  of  issuing  prefer- 
ence shares,  and  the  right  of  converting  paid-up  capital 
into  stock.  By  Clause  17  the  New  Zealand  board  of  direc- 
tors was  appointed  to  exercise  certain  specified  powers, 
having  reference  chiefly  to  the  business  referred  to  in 
Clause  5  (supra)y  and  also  "for  the  exercise  of  such  other 
"powers  of  the  directors  as  shall  be  delegated  to  them  by 
'•  the  directors  acting  in  the  United  Kingdom,  but  for  such 
'purposes  only."  The  London  board  of  directors  was 
appointed  (Clause  19)  "for  the  purpose  of  issuing  shares, 
"  making  calls,  exercising  borrowing  powers,  and  all  other 
"financial,  commercial,  or  administrative  business  of  the 
"company  not  by  these  regulations  expressly  entrusted  to 
"  the  directors  acting  in  New  Zealand."  By  Clause  22  the 
two  boards  were  to  be  deemed  separate  boards.  Retiring 
directors  in  London  were  appointed  by  shareholders  on 


the  London  register,  and  retiring  directors  in  New  Zealand 
by  shareholders  on  the  register  there.  The  directors  of  the 
company  were  to  carry  on  the  business  subject  to  the 
powers  respectively  of  the  London  and  New  Zealand 
boards.  The  New  Zealand  board  managed  the  business 
of  the  comp>any  in  New  Zealand,  Australia,  Tasmania,  and 
the  Pacific  Islands,  except  that  part  of  it  to  be  done  by  the 
London  board  under  the  regulations,  and  the  latter  might 
appoint  managers  and  representatives  elsewhere  than  in 
the  above-mentioned  places.  All  meetings  other  than  the 
yearly  ordinary  meetings  in  London  and  New  Zealand 
were  to  be  deemed  extraordinary  meetings,  and  to  be  held 
in  London.  The  investment  of  reserve  fund,  the  declara- 
tion of  dividends,  declaration  of  net  profits,  determination 
of  the  amount  to  be  set  aside  for  reserve  or  depreciation 
fund,  and  the  making  of  calls  were  inter  alia  dealt  with 
by  the  I^ondon  board.  Since  1888  all  the  general  meet- 
ings of  the  company  were  held  in  London,  and  the  Balance 
Sheet  and  Profit  and  Loss  Accoun/ts  were  prepared  in  the 
London  offices,  and  examined,  audited,  and  signed  by 
London  accountants.  All  the  vessels  of  the  company  were 
registered  in  the  United  Kingdom,  but  almost  all  its 
investments  and  other  property  were  in  New  Zealand,  and 
about  two-thirds  of  the  freight  were  earned  in  New 
Zealand.  The  most  important  contracts  as  to  the  carriage 
of  goods  entered  into  by  the  company  were  those  made  by 
the  New  Zealand  board  with  the  frozen  meat  companies. 
The  officers  of  the  fleet  were  appointed  and  dismissed  by 
the  London  board.  The  Commissioners  were  of  opin-un 
that  all  important  contracts  (other  than  the  above)  were 
entered  into  by  the  direction  of  the  London  board  ;  that 
all  important  questions  of  policy  were  decided  by  them ; 
and  that,  in  effect,  the  New  Zealand  board  were  managers 
for  their  district  under  the  London  board.  The  Commis- 
sioners found  as  a  fact  that  the  trade  and  business  of  the 
company  constituted  one  trade  or  business,  carried  on  by 
the  appellants  in  the  United  Kingdom  at  their  Ix>ndi'n 
office,  and  not  at  their  registered  office  in  New  Zealand : 
that  the  chief  office  of  tihe  company  was  situate  in  London, 
and  that  the  whole  of  the  operations  of  the  company,  both 
in  the  Ignited  Kingdom  and  elsewhere,  were  subject  i" 
the  control  and  direction  of  the  head  office  in  I^ndon ; 
and  they  decided  that  the  appellants  resided  in  the  United 
Kingdom,  and  confirmed  the  assessment,  subject  to  this 
case. 

Mr.  Scrutton,  on  behalf  of  the  appellants,  said  that  by 
Schedule  D  of  the  Income-tax  Act,  1853,  there  were  two 
classes  of  taxpayers — namely,  those  residing  in  the  United 
Kingdom,  who  were  assessed  in  respect  of  their  property 
wherever  situate;  and  those  persons,  wherever  resident, 
who  were  assessed  in  respect  of  their  property  in  the 
United  Kingdom.  He  contended  that  a  company  merely 
by  carrying  on  business  in  the  United  Kingdom  was  not 
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residing  there.  The  appellants  entertained  a  strong 
objection  to  pay  income-tax  twice  over,  and  considerable 
feeling  had  been  aroused  in  the  Colonies  with  regard  to 
this  question.  A  peculiarity  of  this  company  was  that  it 
had  two  boards  of  directors,  which  he  contended  were  quite 
distinct.  There  was  no  evidence  to  support  the  findings 
of  fact  (supra),  but  the  facts  stated  were  contrary  to  the 
findings.  The  London  board  could  not  control  the  New 
Zealand  board  as  to  matters  reserved  to  the  latter.  He 
cited  Gramaphone  and  Typewriter,  Lim.  v,  Stanley  (22  The 
Times  L.R.  818;  (1906)  2  K.B.  856)  and  De  Beers  Con- 
soli  doled  Mines,  Lim»  v.  Howe  (22  2^ he  Times  L.R.  756; 
(1906)  A.C.  455).  Although  the  company  did  carry  on 
business  within  the  United  Kingdom,  he  submitted  that 
it  did  not  reside  there. 

The  Solicitor-General  was  not  called  upon  to  argue. 

JUDGMENT. 

Mr.  Justice  Bray,  in  giving  judgment,  said  that  it  was 
impossible  to  maintain  the  appellants'  contention.  The 
qiKstion  he  had  to  decide  was  whether  the  appellant  com- 
pany resided  in  the  United  Kingdom.  In  De  Beers  Con- 
solidated Mines,  Lim,  v.  Howe  (supra),  Lord  Lorebum 
said :  — "  The  decision  of  Chief  Baron  Kelly  and  Baron 
*'  Huddleston  in  The  Calcutta  Jute  Mills  v.  Nicholson  and 
"^The  Cesena  SulpJtur  Company  v.  Nicholson  (i  Ex.D.  428), 
"  now  thirty  years  ago,  involved  the  principle  that  a  com- 
"pany  resides  for  purposes  of  income-tax  where  its  real 
**  business  is  carried  on.  Those  decisions  have  been  acted 
"  upon  ever  since.  1  regard  that  as  the  true  rule,  and  the 
"  real  business  is  carried  on  where  the  central  manage- 
**  meat  and  control  actually  abides."  Now  he  had  to  look 
at  the  facts  of  this  case  and  see  how  far  it  was  true  that 
the  central  management  and  control  actually  abided  in 
the  United  Kingdom.  The  finding  that  the  whole  of  the 
operations  of  the  company  both  in  the  United  Kingdom 
and  elsewhere  were  subject  to  the  control  and  direction  ol 
the  head  office  in  London  put  an  end  to  the  case,  and 
established  the  proposition  in  favour  of  the  Crown.  He 
was  asked  to  say  that  there  was  no  evidence  upon  which  to 
base  that  finding.  But  he  need  only  read  Clause  19  of  the 
company's  regulations*  by  which  the  London  board  was 
appointed,  which  enabled  them  to  issue  shares,  make  calls, 
exercise  borrowing  powers,  and  to  carry  on  all  other 
financial,  commercial,  or  administrative  business  of  the 
company  not  by  the  regulations  entrusted  to  the  directors 
acting  in  New  Zealand.  He  thought  it  was  perfectly  plain 
that  it  was  intended  that  the  central  management  and 
control  should  be  in  the  London  directors.  It  was  said 
that  this  was  not  so  in  consequence  of  the  regulation  which 
enacted  that  the  New  Zealand  board  should  conduct  and 
manage  all  the  business  in  Australasia  except  such  as  was 
to  be  done  by  the  London  board.  But  he  could  not  doubt 
.that  the  meaning  of  the  regulations  was  that  all  the  real 


management  and  real  control  was  to  be  vested  in  the 
Ix}ndon  board.  All  the  general  meetings  of  the  shareholders 
were  to  be  held  in  London.  No  doubt  it  was  stated  that  the 
most  important  of  the  contracts — namely,  those  dealing 
with  the  frozen  meat  trade — ^were  made  by  the  New 
Zealand  board,  but  that  related  only  to  the  carriage  of 
goods.  An  enormous  number  of  contracts  had  to  be  made 
besides  those  for  the  carriage  of  goods  ;  for  example,  those 
for  the  construction  of  ships,  &c.,  which  contracts  were 
made  by  the  London  directors.  And  the  all  important 
question  as  to  the  policy  of  the  company  was  also  decided 
by  the  latter.  It  was  impossible  in  the  face  of  these  facts 
to  decide  otherwise  than  that  the  company  resided  in  the 
United  Kingdom,  and  the  appeal  must  be  dismissed. 
(23  Times  Law  Reports,  213.) 


Miscellaneous. 

COURT  OF  APPEAL. 

January  19. 

(Before  Farwell  and  Bucklby,  L.JJ.) 

Henry  Leetham  &  Sons,  Lim*,  and  Others 

V.  White. 

Rtstraint  of  Trade  —  Traveller  for    Flour  Millers— Area — 
Unreasonableness. 

This  was  an  appeal  from  a  decision  of  Mr.  Justice 
Neville  [35  Acct.  L.R.  86].  The  action  was  brought  by 
Henry  Leethara  &  Sons,  Lim.,  A.  &  R.  Appleton,  Lim.,  the 
Cleveland  Flour  Mills,  Lim.,  C.  D.  Mills,  Lim.,  Roger 
Shackleton  &  Sons,  Lim.,  the  Elland  Flour  Mills,  Lim.,  and 
Sidney  Leetham  to  obtain  an  injunction  to  restrain  the 
defendant  from  entering  or  continuing  in  the  service  of 
Messrs.  Marshalls,  Lim.,  of  Victoria  and  Haven  Roller 
Flour  Mills,  of  Grimsby,  and  from  (within  the  area  of  Great 
Britain  and  Ireland)  entering  the  service  of  any  wheat  or 
com  miller  or  grain  or  flour  miller,  in  these  circumstances  : — 
The  plaintiff  Sidpey  Leetham  was  the  chairman  of  the 
plaintiffs  Henry  Leetham  &  Sons,  Lim.,  called  the  principal 
company,  and  also  a  director  of  each  of  the  other  five 
plaintiff  companies,  called  the  subsidiary  companies,  and  on 
September  18  1905  he,  as  the  agent  for  and  on  behalf  of  the 
principal  and  the  subsidiary  companies,  entered  into  an 
agreement  with  the  defendant.  By  this  agreement  the 
plaintiff  Sidney  Leetham,  described  as  "the  master," 
engaged  the  defendant,  described  as  "  the  servant,"  to  serve 
the  principal  company  or  one  of  the  subsidiary  companies  in 
the  capacity  or  sphere  as  the  master  should  firom  time  to 
time  appoint,  and  the  servant  agreed  to  serve  the  principal 
company  or  one  of  the  subsidiary  companies  in  such 
capacities,  at  a  salary  of  /208  per  annum.  By  Clause  2  the 
contract  was  terminable  by  a  month's  notice  on  either  side. 
Clause  4,  "  The  servant  hereby  agrees  with  the  master  that 
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"  he  will  not  within  the  area  of  the  United  Kingdom  of 
**  Great  Britain  and  Ireland  enter  the  service  of  any  other 
"wheat  or  corn  miller  or  grain  or  flour  factor  or  floar- 
*•  milling  engineer,  or  either  directly  or  indirectly  engage  in 
"  selling  or  dealing  in  flour  offals  or  any  other  articles  or 
*'  goods  dealt  in  or  manufactured  by  the  principal  and  sub- 
"  sidiary  companies  within  five  years  from  the  expiration  of 
"  his  engagement  with  either  the  principal  or  any  or  either 
••  of  the  subsidiary  companies  without  the  consent  in  writing 
*•  of  the  principal  company  *' ;  and  Clause  7  provided  that 
all  restrictions  and  conditions  contained  in  the  agreement 
expressed  to  be  made  with  the  master  should  have  effect  and 
be  construed  as  if  they  were  made  in  separate  agreements 
entered  into  by  the  servant  with  the  principal  company  and 
each  of  the  subsidiary  companies,  and  might  be  put  in 
force  by  any  one  of  those  companies  in  whose  actual  service 
the  servant  had  been  at  any  time  daring  the  continuance  of 
the  agreement.  Under  this  agreement  the  defendant  was 
employed  by  the  plaintiffs,  the  Cleveland  Flour  Mills,  Lim., 
and  he  travelled  for  them  in  Northumberland,  Durham,  and 
Yorkshire,  to  which  counties  their  business  was  confined. 
In  December  1905  the  Cleveland  Flour  Mills,  Lim.,  by 
notice,  determined  the  defendant's  employment.  In  Sep- 
tember 1906  the  plaintiffs  discovered  that  the  defendant 
had  entered  the  service  of  Marshalls,  Lim.,  of  Victoria  and 
Haven  Roller  Flour  Mills,  at  Grimsby,  and  thereupon  they 
brought  this  action.  The  present  application  was  for  an 
interim  injunction  until  the  trial  of  the  action,  but,  by 
consent,  it  was  treated  as  the  trial  of  the  action.  It  appeared 
from  the  plaintiffs'  evidence  that  the  business  carried  on  by 
the  six  plaintiff  companies  was  very  extensive  and  substan- 
tially touched  every  part  of  the  United  Kingdom  and  Ireland 
and  the  Channel  Islands,  and  that  a  restrictive  area  less  than 
that  mentioned  in  Clause  4  of  the  agreement  would  be 
insufficient  to  protect  them  from  damage  to  their  business 
by  reason  of  a  representative  leaving  them  like  the  defendant 
and  giving  the  benefit  of  the  knowledge  derived  whilst  in 
their  service  to  other  competing  firms.  The  defendant 
alleged  that  the  businesses  of  the  principal  and  subsidiary 
companies  were  distinct  and  separate,  each  company  having 
its  own  staff  of  servants  and  travellers,  and  that  whilst  in  the 
employ  of  the  Cleveland  company  he  travelled  for  them 
alone  and  only  in  the  counties  of  Northumberland.  Durham, 
and  Yorkshire,  where  the  bulk  of  their  business  was  done, 
and  that,  as  traveller  for  Messrs.  Marshall  &  Sons,  he  had 
only  solicited  orders  for  them  in  Norwich,  Yarmouth, 
Lowestoft,  and  the  district  round,  and  that  he  had  no 
knowledge  of  the  business  of  the  plaintiffs  other  than  that  of 
the  Cleveland  company.  Mr.  Justice  Neville  came  to  the 
conclusion,  upon  the  construction  of  the  agreement,  that  the 
restrictions  thereby  imposed  on  the  defendant  were  not  con- 
trary to  law,  and  he  accordingly  granted  an  injunction  as 
ked.    The  defendant  appealed. 


JUDGMENT. 

The  Court  allowed  the  appeal. 

Lord  Justice  Farwell,  in  giving  judgment,  said  that  it  was 
obvious  that  the  learned  Judge  in  the  Court  below  had  very 
unwilUngly  come  to  the  conclusion  he  did  on  the  construc- 
tion of  this  agreement,  and  seemed  to  have  felt  that  the  law 
compelled  him  to  adopt  the  plaintiffs'  argument ;  if  the  law 
did  compel  the  Court  to  arrive  at  such  a  conclusion  on  this 
agreement,  it  would  certainly  be  very  unreasonable,  but  he 
(the  Lord  Justice)  was  glad  to  say  that  in  his  opinion  the  law 
was  not  so  unreasonable.  The  contract  in  the  present  case 
was  in  somewhat  an  unusual  form.  Having  stated  the 
material  terms  of  the  contract  and  observing  that,  as  a  fact, 
the  defendant  had  entered  into  the  service  of  the  Cleveland 
Flour  Mills  only,  his  Lordship  said  that  as  he  read  the 
contract  it  was  only  to  be  a  contract  between  the  defendant 
and  the  individual  company  into  whose  service  he  entered, 
and  the  true  effect  of  it  therefore  was  that  in  the  present  case 
it  was  a  contract  between  the  defendant  and  the  Cleveland 
Flour  Mills  alone  ;  the  business  of  the  Cleveland  Flour  Mills, 
or  the  bulk  of  it,  was  confined  to  the  counties  of  Northum- 
berland, Durham,  and  York  ;  it  had  no  business  in  Scotland 
or  in  Wales ;  regarded,  therefore,  as  a  contract  for  the  protec- 
tion of  the  business  of  the  Cleveland  Flour  Mills,  an  area 
comprising  the  whole  of  the  United  Kingdom  of  Great 
Britain  and  Ireland  was  far  too  wide  and  void.  It  had  been 
argued  that  this  contract  was  for  the  protection  of  all  these 
various  companies  ;  in  his  Lordship's  view  of  the  law  the  fact 
that  these  companies  had  a  common  management  or  were 
interested  in  each  other's  businesses  was  not  in  point ;  a 
contract  such  as  the  plaintiffs  contended  this  was  was  contrary 
to  the  principles  upon  which  contracts  or  agreements  in 
restraint  of  trade  were  allowed  ;  they  were  only  allowed  for 
the  protection  of  the  particular  business  in  which  the  man 
was  or  had  been  employed.  A  trader  was  entitled  to  protect 
the  particular  business  in  which  the  servant  was  employed 
by  an  agreement  of  this  kind,  but  not  other  businesses  in 
which  the  servant  was  not  employed,  although  the  trader 
had  an  interest  in  those  other  businesses.  It  was  against 
public  policy  to  allow  a  covenant  in  gross  in  restraint  of  trade. 
For  instance,  suppose  a  trader  had  a  corn  business  and  also 
a  furniture  business,  and  he  engaged  a  traveller  to  travel  for 
him  in  the  corn  business,  and  bound  him  not  to  engage  in 
any  other  corn  business,  he  could  not  also  prevent  the 
traveller  from  entering  into  competition  with  him  in  the 
furniture  business ;  such  a  covenant  would  be  bad.  The 
result,  therefore,  was  that  this  appeal  must  be  allowed,  and 
with  costs. 

Lord  Justice  Buckley  delivered  judgment  to  the  same 
effect. 

(23  Times  Law  R$porU,  254.) 


J 


February  23,  1907.       THE   ACCOUNTANT   LAW   REPORTS 


37 


law  Vepotte. 


Accountancy  and  Auditing. 

CHANCERY  DIVISION. 

February  8. 

(Before  Joyce,  J.) 

The  Institute  of  Chartered  Accountants  v. 
Yoxall  and  others. 

Trade  Name— Similarity  of  Names— Injunction, 

Mr.  Cieorge  Lawrence:  My  Ix)rd,  in  the  action  of  the 
Institute  of  Chartered  Accountants  v.  Yoxall  and  others  I 
have  a  motion,  and  I  understand  the  motion  is  assented  to. 
Mr.  Justice  Joyce :  I  hapf>en«d  to  run  against  some  of 
the  defendants,  and  they  complained  very  bitterly  of  your 
conduct  and  the  way  you  have  treated  them.  I  do  not 
mean  your  personal  conduct. 

Mr.  Kyfl5n  :  I  appear  for  some  of  them,  my  Lord. 

Mr.  George  Lawrence :  The  position  now  is  this.  Certain 
gentlemen  of  position  have  allowed  their  names  to  be  held 
out  as  being  President  and  Vice-President  of  another 
Society. 

Mr.  Justice  Joyce :  But  they  say  they  did  not  know  any- 
thing about  it. 

Mr.  George  Lawrence :  One  gentleman  who  makes  an 
affidavit  quite  clearly  shows  that  he  did ;  but  he  says  he 
thought  it  was  only  a  formal  matter,  and  that  he  had 
nothing  to  do  with  it. 

Mr.  Justice  Joyce  :  I  have  often  heard  of  that. 

Mr.  George  I^wrence :  I  do  not  think  they  have  any 
right  to  complain  at  all. 

Mr.  Justice  Joyce  :  What  is  it  you  wish  me  to  do? 

Mr.  George  Lawrence :  I  ask  for  an  injunction  in  the 
same  form  that  your  Lordship  granted  last  week  in  the 
case  of  the  Institute  of  Actuaries,  altering  the  word  "  per- 
mitting" to  "sanctioning." 

Mr.  Justice  Joyce :  I  know.  Who  appears  for  the 
defendants  ? 

Mr.  Kyffin :  I  appear  for  Mr.  Yoxall  and  the  Institute  of 
Accountants,  my  Lord. 

Mr.  George  Lawrence :  Do  you  appear  for  all  the 
defendants  on  the  record? 

Mr.  Kyffin  :  Yes  ;  for  all. 

Mr.  Justice  Joyce  :  You  had  better  let  us  not  have  any 
misunderstanding.  This  is  as  to  Mr.  Yoxall  and  the  other 
named  defendants  and  the  Institute.    You  appear  for  all? 

Mr.  Kyffin :  Yes,  my  Lord. 

Mr.  Justice  Joyce :   And  you  are  going  to  submit  ? 

Mr.  Kyffin  :  Yes,  my  Lord,  I  am  going  to  submit  to  a 
f)erpetual  injunction,  but  they  undertake  not  to  enforce 
costs  against  Mr.  Yoxall. 


Mr.  George  Lawrence :  Oh !  no.    I  gave  no  such  under- 
taking  at  all. 

2Jj.  Justice  Joyce  :  They  cannot  enforce  costs  yet ;  tihis  is 
not  the  trial. 

Mr.  George  Lawrence :  It  is  understood  that  there  is  to 
be  a  perpetual  injunction. 

Mr.  Justice  Joyce :    Then    I    understand    that  you  are 
instructed  to  treat  this  as  the  trial? 
Mr.  Kyffin  :  That  is  so. 

Mr.  Justice  Joyce :  Then  I  must  dispose  of  it. 
Mr.  K}'fl5n :  Yes,  my  Lord. 

Mr.  Justice  Joyce  :  And  I  understand  that  Mr.  Lawrence 
asks  for  costs  against  them? 
Mr.  George  Lawrence :  Yes,  my  Lord. 
Mr.  Kyffin  :  We  understood  an  undertaking  to  have  been 
given  that  if  Mr.  Yoxall  proved  he  was  not  a  member  they 
would  not  enforce  costs  as  against  him. 
Mr.  George  Lawrence :   No,  not  at  all. 
Mr.  Justice  Joyce :  That  is  a  very  awkward  arrangement 
to  make. 

Mr.  George  Lawrence:  In  this  case  I  have  seen  Mr. 
Yoxall's  affidavit,  and  I  am  satisfied  that  he  is  a  Vice- 
President,  and  I  am  also  satisfied  that  he  is  a  member. 

Mr.  Justice  Joyce:  If  you  submit  to  the  ordinary  per- 
petual injunction  with  costs,  well  and  good ;  otherwise  I 
must  grant  an  injunction  till  the  trial.  If  it  goes  to  the 
trial  I  will  grant  an  interlocutory  injunction  till  the  trial 
in  the  usual  way,  with  costs  in  the  action. 
Mr.  George  Lawrence :  Quite  so,  my  Lord. 
Mr.  Kyffin  :  I  am  insUucted  that  you  have  actually  given 
an  undertaking. 

Mr.  George  Lawrence :  I  have  read  the  affidavit  of  Mr. 
Yoxall,  and  I  am  satisfied  that  he  is  a  member.  Therefore 
I  am  not  going  to  give  any  undertaking. 

Mr.  Kyffin :  I  understand  that  the  undertaking  has  been 
given, 

Mr.  Justice  Joyce :  Was  the  undertaking  drawn  up  and 
signed? 
Mr.  Kyffin :  I  understand  that  it  is  the  note  of  counsel. 
Mr.  George  Lawrence :  I  have  given  no  undertaking  in 
the  case,  and  I  will  not  give  one  now. 

Mr.  Justice  Joyce:  I  cannot  discuss  that  matter  now. 
You  may  mention  it  again  at  2  o'clock,  if  you  do  not  agree 
now. 

Mr.  George  Lawrence  :  If  your  Lordship  will  give  me  the 
opportunity  of  mentioning  it  at  2  o'clock,  if  necessary,  I 
shall  be  glad. 

Mr.  Justice  Joyce  :  Yes,  I  will  take  it  at  2  o'clock.    I  have 
already  someone  else  coming  back  again  at  2  o*clock,  but  I 
am  not  sure  that  you  have  not  a  right  to  come  at  2  o'clock. 
Later  in  the  day, 

Mr.  George  Lawrence :  Your  Lordship  gave  me  leave  to 
mention  the  motion  of  the  Institute  of  Chartered  Aecounta 
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V,  Yoxall  and  others.  I  understand  that  the  injimction 
which  I  ask  your  Lordship  for  is  now  submitted  to  as  a 
p>erpetual  injunction  with  costs. 

Mr.  Kyffin :  Yes,  that  is  so. 

Mr.  Justice  Joyce :   Very  well,  in  common  form. 

Mr.  Kyffin :  The  motion  to  be  treated  as  the  trial  of  the 
action. 

Mr.  Justice  Joyce :  Yes. 


Administration. 

CHANCERY  DIVISION. 

February  5,  6,  7. 

(Before  Swinfen-Eady,  J.) 

In  re  Wilson  ;  Moore  v,  WlUon. 

Will  —  Tenant'for-Life  and  Remainderman  —  Unauthorised 
Securities^ Enjoyment  in  Specie— Power  to  Retain  Invest- 
ments. 

Originating  summons  on  the  construction  of  a  will.  The 
testator  died  in  1891,  having  bequeathed  /loo.ooo  upon 
trust  to  invest  the  same  in  trustees'  investments  and  to  pay 
the  income  to  his  wife  for  her  life,  the  said  sum  and  the 
investments  thereof  to  fall  into  residue  at  her  death.  He 
gave  other  legacies,  and  bequeathed  all  the  residue  of  his 
estate  upon  trust  to  invest  the  same  in  like  manner  and  to 
pay  the  income  to  his  niece  for  her  life,  and  after  her  death 
the  trustees  were  to  stand  possessed  of  the  said  residue  and 
the  investments  thereof  for  the  niece's  children ;  and  he 
authorised  his  trustees  in  their  absolute  discretion,  and  not- 
withstanding the  foregoing  directions  for  investment,  to 
continue  all  or  any  part  of  his  estate  on  the  investments 
existing  at  his  decease,  whether  the  same  should  be  such  as 
trustees  might  invest  in  or  not,  and  also  to  apportion  and 
set  apart  any  part  or  parts  of  his  investments  to  answer  the 
specific  sum,  after  which  apportionment  and  setting  apart 
the  wife  was  to  be  entitled  to  all  the  increase  and  be  liable 
to  all  the  decrease  {if  any),  without  reference  to  his  residuary 
or  other  estate.  At  the  time  of  his  death  his  estate  con- 
sisted for  the  most  part  of  unauthorised  investments,  and  a 
considerable  part  of  them  were  retained  by  the  trustees,  who 
appropriated  some  in  respect  of  the  legacy  of  ;^ioo,ooo  ;  but 
they  had  paid  to  the  two  tenants-for-life  not  the  whole 
income  arising  from  the  unauthorised  investments  so 
retained,  but  only  4  per  cent,  per  annum,  which  was 
calculated  in  the  case  of  the  apportioned  securities  on  their 
value  as  ascertained  at  the  time  of  appropriation,  and  in 
the  case  of  those  representing  residue  on  their  value  at  the 
testator's  death.  They  issued  the  present  summons  to 
determine  the  question  whether  the  tenants-for-life   were 


respectively  entitled  to  the  whole  income  of  the  unauthorised 
investments,  and,  if  not,  what  part  was  liable  to  be  added  to 
capital. 

JUDGMENT. 

Swinfen-Eady,  J.,  said  that  as  there  was  no  trust  for  sale. 
and  the  will  gave  full  power  to  retain  unauthorised  invest- 
ments and  apportion  them  to  the  legacy  of  /loo.ooo,  the 
case  was  not  like  In^e  Chaytor ;  Chaytor  v.  Horn  (74  L.J. Rep. 
Ch.  106  :  L.R.  (1905)  I  Ch.  233),  where  the  only  gift  was 
the  income  of  the  proceeds  of  conversion.  The  case  was 
undistinguishable  from  In  re  Sheldon;  Ntxon  v.  Sheldon  (1888, 
58  L.J. Rep.  Ch.  25  ;  L.R.  39  Ch.D.  50),  and  In  re  Bates  ; 
Hodgson  V,  Bates  (76  L.j.Rep.  Ch.  29;  L.R.,  1907,  i  Ch.  22), 
and  the  tenants-for-life  were  entitled  to  the  whole  income  of 
the  retained  investments  respectively  set  apart  for  the 
^100,000  legacy  and  representing  residue. 
(L.J.  108.) 


Bankruptcies  and  Insolvencies. 


KING'S   BENCH  DIVISION. 

January  28. 

(Before  Bingham  and  Phillimore,  J  J.) 

Re  Webster;  ex  parte  The  Official  Receiver. 

Bankruptcy — Property  of  Bankrupt — Relation  Back  of  Trustee's 
Title^Debt  Due  to  Bankrupt— Garnishee  Order  Nisi— 
Payment  to  Judgment  Creditor  of  Bankrupt  by  Debtor  to 
Bankrupt— Bankruptcy  Act,  1883  (46  &  47  Vict.  c.  52), 
s.  44.— ie.  5.  C.XLV,  7. 
Appeal  by  the  OfiBcial  Receiver,  the  trustee  in  the 
bankruptcy,  from  a  decision  of  the  Judge  of  the  County  Court 
at  Northallerton  dismissing  an  application  by  the  Official 
Receiver  against  the  respondent  Furness  for  payment  of  a 
sum  of  ;f65  OS.  lod.  Upon  the  ist  of  June  1906  one 
Hammond  issued  a  writ  against  the  bankrupt  Webster  for 
/131.  On  the  7th  of  June  Webster  executed  a  deed  of 
assignment  for  the  benefit  of  his  creditors  which  constituted 
the  act  of  bankruptcy  to  which  the  title  of  the  trustee  related 
back.  On  the  9th  of  June  Hammond  obtained  judgment 
against  Webster  for  ;f  131  and  costs.  On  the  14th  of  June 
Hammond  caused  a  garnishee  order  nisi  to  be  served  upon 
the  respondent  Furness,  calling  upon  Furness  to  show  cause 
why  he  should  not  pay  to  Hammond  ^65  os.  lod.  owed  by 
Furness  to  Webster.  Furness  paid  the  ^65  os.  lod.  to 
Hammond's  solicitors  upon  the  same  day,  consequently  no 
garnishee  order  absolute  was  ever  made.  On  the  7th  of 
July  Hammond  presented  a  petition  against  Webster,  upon 
which  a  receiving  order  was  made  on  the  20th  of  July. 
Webster  was  adjudicated  bankrupt,  and  the  Official  Receiver 
became  trustee  in  the  bankruptcy.    The  Official  Receiver 
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applied  in  the  County  Court  at  Northallerton  for  an  order 
that  Furness  should  pay  to  him  the  sum  of  ^65  os.  lod.  as  a 
debt  due  from  Furness  to  the  bankrupt  which  had  vested  in 
the  Official  Receiver  as  trustee  on  the  7th  of  June  by  virtue 
of  the  doctrine  of  the  relation  back  of  the  trustee's  title,  and 
which  Furness  had  paid  to  a  third  person  withojt  any  com- 
pulsion of  law.  The  County  Court  Judge  dismissed  the 
Official  Receiver's  application,  and  the  Official  Receiver 
appealed  from  that  decision.  Counsel  for  the  appellant 
argued  that  a  person  who  has  paid  a  judgment  creditor  of 
his  original  creditor  upon  the  service  of  a  garnishee  order 
nisi  has  no  defence  to  an  action  for  such  debt  either  by  the 
original  creditor  or  by  the  trustee  in  bankruptcy  of  such 
creditor.  A  garnishee  order  nisi  merely  calls  upon  him  to 
show  cause  why  he  should  not  pay,  it  is  not  an  order 
of  the  Court  that  he  must  pay,  and  his  only  valid  defence 
can  be  that  he  has  paid  by  order  of  the  Court  (Ord.  45, 
r.  7).  He  cited  Turner  v.  Jones  (i  H.  &  N.  878),  Mayor  oj 
London  v,  London  Joint  Stock  Bank  (6  A.  C.  390,  per  Lord 
Selborne,  at  p.  399,  and  per  Lord  Blackburn  at  p.  415).  He 
admitted  that  Furness  had  no  notice  of  any  act  cf 
bankruptcy  at  the  date  when  he  paid  his  money.  Counsel 
for  the  respondent  argued  that  a  garnishee  without  notice  of 
an  act  of  bankruptcy  can  safely  pay  upon  the  service  of  a 
garnishee  order  nisi,  and  need  not  wait  until  it  is  made 
absolute.  He  cited  Wood  v.  Dunn  (L.  R.  2  Q.  B.  78,  per 
Channell,  B.,  at  p.  82). 

JUDGMENT. 

Bigham,  J. :  The  real  point  raised  here  is  whether  the 
debt  due  from  Furness  to  the  bankrupt  forms  part  of  the 
bankrupt's  estate;  is  it  still  a  subsisting  debt  due  from 
Furness  to  the  Official  Receiver  as  trustee  ?  On  the 
authorities  it  is  quite  clear  that  if  Webster  had  not  been 
bankrupt  and  had  sued  Furness  for  the  amount,  Furness 
would  have  had  no  defence  in  law,  as  he  had  not  been  com- 
pelled by  any  process  of  law  to  pay  the  amount  in  question. 
Now  that  bankruptcy  has  supervened,  the  trustee  stands  in 
the  shoes  of  the  bankrupt,  and  has  all  his  rights,  one  of 
which  is  to  call  upon  Furness  to  pay  this  amount.  It  is  a 
bard  case,  but  I  see  no  answer  to  the  claim,  and  the  appeal 
must  be  allowed  without  costs. 

Phillimore,  J.,  concurred.  Appeal  allowed  without  costs. 
(51  S.  J.  230.) 


Company  Law. 

CHANCERY  DIVISION. 

January  18  and  19. 

(Before  Parker,  J.) 

Sadgrove  v.  Bryden  and  Others. 

Company — Meeting  of  Company — Shareholder  Voting  hy  Proxy 
— Proxy  Stampedy  hut  Dates  of  Execution  and  Meeting  left 
blank — Dates  filled  in  by  Duly  Authorised  Person — 
Validity  of  Proxy. 

Motion.  The  principal  point  arising  upon  this  motion 
was  as  to  the  validity  of  a  certain  proxy.    A  meeting  of  a 


limited  company  was  called  in  response  to  a  requisition  made 
by  shareholders.  Prior  to  the  meeting,  Shaw,  a  shareholder, 
left  a  proxy  with  one  Pearse.  This  proxy  was  stamped  and 
executed  in  due  form,  but  Shaw  had  not  filled  in  the  date  of 
the  meeting  at  which  it  was  to  be  used,  or  the  date  of 
execution.  Some  time  before  the  meeting  Pearse  obtained 
authority  by  cablegram  from  Shaw  to  fill  in  the  blank 
spaces  in  the  proxy.  The  requisition  was  withdrawn  and 
replaced  by  one  which  called  a  meeting  for  a  later  date. 
Pearse  filled  in  the  dates  in  the  proxy  and  used  it  at  this 
meeting  of  the  company,  and  after  the  meeting  the  cable- 
gram was  properly  stamped.  The  validity  of  the  proxy  was 
called  in  question. 

JUDGMENT. 

Parker,  J.,  said  that  the  present  case  was  very  similar  to 
that  of  Ernest  v.  The  Loma  Gold  Mines,  Lim,  (1896,  2  Ch.  572  ; 
1897,  I  ^b-  i)-  Section  80  of  the  Stamp  Act,  1891  (54  & 
55  Vict.  c.  39),  prohibited  the  stamping  of  a  proxy  with  the 
one  penny  duty  after  it  had  been  executed,  but  if  it  were 
properly  stamped  when  executed  any  duly  authorised  person 
might  subsequently  fill  in  blanks  left  in  the  proxy.  He  con- 
sidered that  Shaw  intended  to  authorise  the  completion  of 
the  proxy  and  the  use  of  it  at  the  meeting  called  on  the 
requisition  of  shareholders.  He  therefore  held  that  the 
proxy  was  a  valid  one. 

(51  S.J.  210.) 


CHANCERY   DIVISION. 

February  5. 

(Before  Parker,  J.) 

Re  National  Bank  of  Wales,  Llm. ;  Massy  and 

Qiffin's  case. 
Company — Contributory  —  Transfer  of  Shares — Purchase  in 
Name  of  Infant — Registration  of  Infant  Nominee  as 
Shareholder. 
This  was  a  summons  by  the  liquidator  in  the  voluntary 
winding  up  of  the  National  Bank  of  Wales,  Lim.,  to  rectify 
the  register  by  placing  the  names  of  H.  J.  Giffin  and  Charles 
Massy  on  the  list  of  contributories  in  respect  of  twenty 
shares.  The  resolution  for  the  voluntary  winding  up  of  the 
company  was  confirmed  on  the  12th  of  June  1893.  At  the 
date  of  the  commencement  of  the  winding  up,  Morton 
Sparkes  was  registered  as  the  holder  of  the  shares  in  ques- 
tion, and  by  transfer  dated  the  26th  of  April  1894  he  trans- 
ferred the  shares  to  John  Littlejohns,  then  an  infant.  The 
transfer  was  accepted  by  the  liquidator,  who  was  unaware 
of  the  minority  of  Littlejohns,  and  Littlejohns  was  placed 
upon  the  register  of  shareholders.  Subsequently  on  the 
30th  of  May  1894  Littlejohns  transferred  to  J.  L.  Davies, 
who  was  also  an  infant,  the  twenty  shares.  This  transfer 
was  again  accepted  by  the  liquidator.  When  it  was  sought 
to  place  Davies  on  the  list  of  contributories  he  claimed  t 
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be  a  minor,  and  Littlejohns'  name  was  consequently  retained 
upon  the  register  as  a  transferor  to  a  minor.  In  1905  the 
liquidator  ascertained  that  at  the  time  of  the  transfer  of  the 
twenty  shares  to  Littlejohns  he  was  also  a  minor,  and  was  a 
clerk  in  the  employment  of  Massy  &  Co.,  a  firm  of  stock- 
brokers then  consisting  of  the  respondents  Gifiin  and  Massy, 
Littlejohns  being  merely  their  nominee.  The  liquidator 
then  applied  to  Giffin  and  Massy  for  payment  of  certain 
calls  due  to  the  company.  Littlejohns  and  Davies  were 
added  as  parties  by  order  of  Buckley,  J.,  in  July  last.  It 
was  contended  on  behalf  of  the  liquidator  that  the  use  of  the 
infant's  name  as  transferee  was  for  the  purpose  of  escaping 
liability,  and  the  brokers,  being  the  actual  purchasers,  were 
liable  for  the  calls :  Pugh  6*  Skarman's  case  (13  £q.  566), 
Richardson's  case  (19  £q,  588).  The  respondents  set  up  the 
defence  that  the  liquidator  had  lost  any  right  by  reason  oiF 
his  laches  and  delay.  They  relied  also  on  Re  Great  Wheal 
Busy  Mining  Company,  King's  case  (6  Ch.  App.  196). 

JUDGMENT. 

Parker,  J.,  in  giving  judgment,  after  shortly  stating  the 
facts,  said  that,  the  liquidator  having  assented  to  the  transfer 
of  the  shares  to  Littlejohns,  as  he  was  enabled  to  do  by 
statute,  Littlejohns  was  prima  facie  liable.  The  laches  and 
delay  of  the  liquidator  had,  however,  deprived  the  company 
of  any  equity  against  Littlejohns.  The  case,  however,  did 
not  stop  here,  for  Littlejohns  himself  was  an  infant  at  the 
time  of  these  transactions.  His  Lordship  stated  that  the 
application  was  not  against  Morton  Sparkes,  who  trans- 
ferred the  shares  to  Littlejohns,  and  even  if  it  were  the 
laches  on  the  part  of  the  company  would  have  protected 
him.  The  cases  cited  for  the  applicants  in  support  of  their 
contention  that  Massy  and  Giffin  were  liable  as  the  real 
purchasers  of  the  shares— namely.  Pugh  (S*  Sharman*s  case 
and  Richardson's  case — were  distinguishable  from  the  present 
case.  In  both  these  the  decision  turned  on  the  contractual 
relations  between  the  company  and  the  person  sought  to  be 
put  on  the  register.  In  the  present  case  Massy  and  Giffin 
were  not  in  any  contractual  relation  to  the  company  which 
would  create  a  privity  between  them  and  render  them  liable 
to  be  put  on  the  list  of  contributories.  His  Lordship  was 
of  opinion  that  the  case  was  governed  by  Kings's  case,  and 
therefore  the  application  must  be  dismissed  with  costs. 

(51  S.J.  266.) 


Miscellaneous. 

COURT  OF  APPEAI-. 
January  28. 
(Before  Vaughan  Williams,  Farwbll,  and  Buckley, 
L.JJ.) 
Re  State  Banking  Corporation,  Lim. 
Practice  —  County  of  Lancaster  —  Company  —  Winding-up— 
Persons    Residing  Outside    County — Service  —  Court    0/ 
Chancery  of  Lancaster  Act,  1854  (17  6*  18  Vict,  c,  82), 
5.8. 
This  was  an  application   by  motion  on  behalf   of  the 
liquidator  of  the  above  corporation,  which  is  being  wound 
up  by  the  Court  of  Chancery  of  the  County  Palatine  of 
Lancaster,  for  leave  to  serve  a  summons  for  a  balance  order 
to  enforce  a  call  on  certain  contributories  residing  in  various 
parts  of  England  outside  the  County  of  Lancaster.     By 
section  8  of  the  Court  of  Chancery  of  Lancaster  Act,  1854  : 
*'  In  all  cases  in  which  any  person  who  may  be  a  necessary 
**  or  proper  party  to  any  suit  or  other  matter  in  the  Court  of 
*'  Chancery  of  the  said  County  Palatine  shall  not  be  sub- 
*'  ject  to  the  jurisdiction  of  the  said  Court  it  shall  be  lawful 
*'  for  the  Court  of  Appeal,  on  the  application  of  the  plain- 
"  tifi  in  such  suit     .     .     .    or  of  the  party  proceeding  in 
"  such  other  matter  if  that  Court  shall  think  fit,  and  accord- 
"ing  as  it  shall  appear  to  that  Court  best  calculated  to 
*'  answer  the  ends  of  justice,  either  to  order  and  direct  that 
*'  the  said  suit  or  other  matter  be  transferred  to  the  High 
*'  Court  of  Chancery,  or  otherwise  to  order  and  direct  that 
"such  service  as   may  be  proper  be  eflfected    upon  such 
*'  person  out  of  the  jurisdiction  of  the  said  Court  of  the  said 
'*  County  Palatine    .     .     ."    It  was  pointed  out  that  this 
section  applies  not  only  to  actions  commenced  by  writ  of 
summons,  but  that  it  enables  the  Court  of  Appeal  to  direct 
service  in  all  cases  in  which  any  person  who  might  be  a 
necessary  or  proper  party  to  any  suit  "or  other  matter  "  in 
the  Palatine  Court  should  not  be  subject  to  the  jurisdiction 
of  that  Court,  and  that  there  was  therefore  statutory  juris- 
diction to  direct  service  in  England  out  of  the  jurisdiction 
of  the  Palatine  Court  of  summonses  as  well  as  of  writs,  and 
that,   therefore,  in  this  particular   case  Re   Anglo-African 
Steamship  Company  (32  Ch.D.  348)  did  not  apply. 

JUDGMENT. 

The  Court  gave  the  leave  asked  for. 
(51  S.J.  265.) 
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Administration. 

CHANCERY    DIVISION. 

February  19  and  20. 

(Before  Swinfen-Eady,  J.) 

In  re  Oppenheimer;  Oppenheimer  v.  Boatman. 

Will — Construction — Deferred  Dividend — Capital  or  Income — 
Apportionment — Apportionment  Act^  1870  (33  (S*  34  Vict. 
C'  35),  5.  7. 

OriginatlDg  summons. 

The  testator  bequeathed  his  share  in  Oppenheimer,  Son 
&  Co.,  Lim.,  upon  trust  to  pay  the  income  to  arise  therefrom 
to  his  wife.  It  was  the  practice  of  the  company  to  declare 
at  each  annual  meeting  a  dividend  for  the  twelve  months 
ending  on  October  31  in  the  previous  year  ;  and  clause  90 
of  the  articles  of  association  provided  that  "  every  dividend, 
•'  whether  arising  from  past  or  current  profits,  shall  for  all 
**  purposes  be  deemed  to  accrue  and  fall  due  upon  the  day 
••  on  which  it  is  declared  and  not  before." 

After  the  testator's  death,  which  took  place  on  January  4 
1906,  the  company  declared  a  dividend  for  the  year  ending 
October  31  1905.  It  was  argued  for  the  widow  that  the 
dividend  must  be  treated  as  income,  and  that  article  90  was 
an  express  stipulation  that  the  Apportionment  Act  should 
not  apply  within  the  meaning  of  section  7  of  the  Act,  which 
says  :  **  The  provisions  of  this  Act  shall  not  extend  to  any 
"  case  in  which  it  is  or  shall  be  expressly  stipulated  that  no 
•*  apportionment  shall  take  place."  The  persons  interested 
in  the  capital  maintained  that  article  90  had  no  effect,  and 
that,  in  (he  absence  of  a  stipulation  by  the  testator  to  the 
contrary,  the  dividend  must  be  apportioned,  in  which  case 
it  would  all  be  applicable  as  capital. 

JUDGMENT. 

Swinfen-Eady,  J.,  said  the  company's  articles,  though 
binding  on  the  shareholders,  only  defined  and  stated  the 
position  as  between  them  and  the  company.  They  were 
not,  in  his  Lordship's  opinion,  an  express  stipulation  as 
between  the  tenant-for-life  and  the  estate  ;  and  as  there  was 
none  in  the  will,  the  Act  was  not  excluded. 
(LJ.  145) 


Banlcruptcies  and  Insolvencies. 

COURT     OF    APPEAL. 
February  21. 
(Before  Vaughan  Williams,  Farwell,  and  Buckley,  L.JJ.) 
In  re  Tyler;  ex  parte  Official  Receiver. 
Bankruptcy^Trustee— Property  of  Bankrupt—Policy  of  Life 
Insurance— Payment  of  Premiums  hy  Bankrupt's  Wife — 
Repayment  of  Moneys  to   Wife— Duty  of  Trustee  to  act 
equitably. 
This  was  an  appeal  by  the  Official  Receiver  against  a 
decision  of  Mr.  Justice  Bigham  ordering  repayment  to  the 


widow  of  the  bankrupt  of  premiums  which  had  been  paid 
by  her  on  certain  policies  of  life  assurance  on  the  bankrupt's 
life.  The  case  involved  a  question  of  some  importance  as 
to  how  far  the  trustee  in  bankruptcy,  being  an  ofiBcer  of  the 
Court,  might,  in  accordance  with  the  decisions  in  Ex  parte 
James  (L.R.  9  Ch.  609)  and  Ex  parte  Simmonds  (16  Q.B.D. 
308),  be  ordered  to  do  the  fullest  equity  even  in  a  case  in 
which  no  claim  could  be  enforced  either  at  law  or  in  a 
Court  of  equity.  The  facts  were  as  follows  :— On  January 
29  1896  William  Tyler  committed  an  act  of  bankruptcy. 
On  April  21  1896  a  petition  was  presented  against  him  in 
respect  of  which  a  receiving  order  was  made  on  July  16 
1896,  and  he  was  duly  adjudicated  a  bankrupt  on  August 
27  1896.  At  the  commencement  of  the  bankruptcy  the 
bankrupt  was  entitled  to  two  policies  of  assurance  efifected 
on  his  own  life  with  the  Guardian  Assurance  Company,  one 
for  the  sum  of  /300  at  an  annual  premium  of  ^9  19s.  3d., 
and  another  for  the  sum  of  /500  at  an  annual  premium  of 
;fi6  I2S.  id.  By  a  mortgage  dated  April  13  1895  these 
policies  had  been  assigned  to  Messrs.  Child  and  Co.,  bankers, 
to  secure  an  overdraft  of  ;f 400.  The  mortgage  contsdned 
the  usual  covenant  to  pay  the  interest  and  the  premiums  on 
the  policies.  Towards  the  end  of  1895  the  bankrupt,  having 
become  financially  embarrassed,  requested  his  wife  to  make 
these  payments  for  him,  and  promised  to  repay  her  when 
his  financial  affairs  were  straight.  In  accordance  with  such 
request  the  bankrupt's  wife  instructed  Messrs.  Child  &  Co. 
to  pay  the  interest  due  to  themselves  and  the  premiums  due 
to  the  assurance  company  as  and  when  they  became  due, 
and  to  debit  her  account  with  them  with  such  payments. 
This  Messrs.  Child  continued  to  do  from  December  1895 
until  the  death  of  the  bankrupt  in  March  1906.  The  moneys 
having  thus  become  payable  under  the  policies,  the  Guardian 
Assurance  Company  paid  to  Messrs.  Child  &  Co.  ^936  los., 
being  the  policy  moneys  and  bonuses  due  under  the  two 
policies,  and  there  remained  £514  i6s.  8d.  in  their  hands  after 
payment  of  the  principal  and  interest  of  their  loan.  This 
sum  was,  in  consequence  of  the  usual  notice  of  bankruptcy 
which  had  been  served  upon  them,  paid  to  the  trustee  in 
bankruptcy.  The  widow  claimed  to  be  repaid  out  of  the 
sum  of  £si4  i6s,  8d.  the  sum  of /481  14s.  2d.,  being  the 
amount  paid  by  her  as  premiums  and  interest.  It  appeared 
tliAt  on  the  preliminary  examination  of  the  bankrupt,  which 
was  held  on  January  5  1901,  the  debtor  stated  that  his  life 
was  insured  for  ;f40o,  and  that  his  wife  had  paid  the 
premiums.  Mr.  Justice  Bigham  held  that  the  trustee  being 
an  officer  of  the  Court  must  do  what  the  Court  considered 
to  be  just.  It  would  be  a  great  injustice  if  these  moneys 
were  not  refunded,  and  the  trustee  must,  therefore,  pay  back 
to  the  widow  the  moneys  expended  by  her  on  keeping  up 
the  premiums  and  interest.  The  Official  Receiver  appealed. 
After  the  case  had  been  argued  for  the  appellant  Lord 
Justice  Farwell  pointed  out  that  the  widow,  having  at  her 
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husband's  request  paid  some  premiums  before  the  commis- 
sion of  the  act  of  bankruptcy,  was  entitled  to  a  charge. 

As,  however,  it  was  stated  on  behalf  of  the  Official 
Receiver  that  the  question  bow  far  the  trustee  in  bankruptcy 
as  an  officer  of  the  Court  was  bound  to  act  in  accordance 
with  the  fullest  equity  was  also  raised  in  the  next  case,  In 
re  Hallf  and  the  Official  Receiver  was  desirous  of  having 
the  question  determined  as  a  matter  of  principle,  the 
judgment  was  deferred  till  that  case  had  been  argued. 

JUDGMENT. 

After  the  conclusion  of  the  argument  in  In  re  Hall,  the 
Court  dismissed  the  appeal  in  In  re  Tyler, 

Lord  Justice  Vaughan  Williams  said  that  he  had  really 
very  little  more  to  say  than  that  he  thought  that  the  judg- 
ment of  Mr.  Justice  Bigham  was  quite  right.  In  truth  and 
in  fact  the  object  of  the  appeal  was  to  get  the  decisions  in 
Ex  parte  James  (L.R.  9  Ch.,  609)  and  Ex  parte  Simmonds 
(L.R.  16  Q.B.D.,  308)  limited  to  the  particular  case  of  mdney 
paid  under  a  mistake  of  law  and  to  have  it  decided  that  the 
principle  of  those  two  cases  could  not  be  applied  to  other 
cases.  In  his  Lordship's  judgment  it  was  plain  that  in  the 
two  cases  referred  to  the  Court  of  Appeal  did  not  intend  to 
limit  their  decision  to  money  paid  in  mistake  of  law.  In 
his  opinion,  the  Court  of  Appeal  in  Ex  parte  James 
intended  to  decide  as  a  general  principle  that  which 
was  laid  down  as  a  general  principle  at  the  end  of 
the  judgment  of  Lord  Justice  James,  who  said  : — *'  I 
"am  of  opinion  that  a  trustee  in  bankruptcy  is  an 
"officer  of  the  Court.  He  has  inquisitorial  powers  given 
"him  by  the  Court,  and  the  Court  regards  him  as  its 
"  officer,  and  he  is  to  hold  money  in  his  hands  upon  trust  for 
"  its  equitable  distribution  among  the  creditors.  The  Court, 
"  then,  finding  that  he  has  in  his  hands  money  which  in 
'*  equity  belongs  to  someone  else,  ought  to  set  an  example  to 
*'  the  world  by  paying  it  to  the  person  really  entitled  to  it. 
"  In  my  opinion  the  Court  of  Bankruptcy  ought  to  be  as 
"  honest  as  other  people."  It  was  necessary  to  bear  in  mind 
the  facts  of  the  case,  but  what  were  the  facts  of  that  case  ? 
The  Court  accepted  the  proposition  that  money  had  been 
paid  under  such  a  mistake  of  law  that  it  could  not  be 
recovered  either  at  law  or  in  equity.  When  Lord  Justice 
James  spoke  of  money  in  the  hands  of  an  officer  of  the  Court 
which  in  equity  belonged  to  someone  else,  he  was  not  refer- 
ring to  any  equity  which  was  capable  of  being  enforced  in  a 
suit,  but  to  the  moral  principle  that  the  Court  ought  to  be  as 
honest  as  other  people.  In  Ex  parte  Simmonds  (16  Q.B.D., 
308)  Lord  Esher  stated  the  same  principle  thus  : — "  When  I 
"  find  that  a  proposition  has  been  laid  down  by  a  Court  of 
"  Equity  or  by  the  Court  of  Bankruptcy  which  strikes  me  as 
*'  a  good,  a  righteous,  and  a  wholesome  one  I  eagerly  desire 
"  to  adopt  it.  Such  a  proposition  was  laid  down  by  Lord 
•*  Justice  James  in  Ex  parte  James.  A  rule  has  been  adopted 
"by  Courts  of  law  for  the  purpose  of  putting  an   end  to 


"  litigation  that  if  one  litigant  party  has  obtained  money /rom 
"  the  other  erroneously  under  a  mistake  of  law  the  party  who 
"  has  paid  it  cannot  afterwards  recover  it.  But  the  Court  has 
"  never  intimated  that  it  is  a  high-minded  thing  to  keep 
"  money  obtained  in  this  way  ;  the  Court  allows  the  party 
"  who  has  obtained  it  to  do  a  shabby  thing  in  order  to  avoid 
"  a  greater  evil— in  order,  that  is,  to  put  an  end  to  litigation. 
"  But  Lord  Justice  James  laid  it  down  in  Ex  parte  James  that. 
"  although  the  Court  will  not  prevent  a  litigant  party  from 
"  acting  in  this  way,  it  will  not  act  so  itself,  and  it  will  not 
"  allow  its  own  officer  to  act  so.  It  will  direct  its  officer  to 
"do  that  which  any  high-minded  man  would  do — viz.,  not 
"  to  take  advantage  of  the  mistake  of  law.'*  His  Lordship 
was  of  opinion  that  those  two  decisions  clearly  laid  down  a 
general  principle,  which  was  not  limited  to  the  case  of 
mistake  of  law,  and  he  thought  that  they  ought  to  follow 
those  two  decisions.  It  was  said  that  it  opened  the  door 
dangerously  wide  when  you  allowed  the  Court  or  its  officer 
to  permit  money  to  be  repaid  or  accounted  for  when  there 
was  no  legal  right  of  action ;  but  it  must  be  remembered 
that,  although  those  decisions  did  allow  those  who  were 
acting  judicially  in  bankruptcy  to  exercise  this  discretion, 
the  discretion  was  one  which  must  be  acted  on  on  judicial 
grounds.  It  was  not  a  case  in  which  there  was  no  appeal, 
and  in  the  present  case,  if  the  Court  were  of  opinion  that 
Mr.  Justice  Bigham  had  exercised  his  discretion  on  other 
than  proper  judicial  grounds,  he  would  not  be  upheld.  But 
in  this  particular  case,  having  regard  to  the  fact  that 
these  policies  were  effected  by  the  bankrupt  before  the 
commencement  of  the  bankruptcy,  and  that  the  wife  had 
paid  premiums  at  his  request  before  the  bankruptcy,  it 
seemed  plain  that,  quite  irrespective  of  the  judgments 
in  Ex  harte  James  and  Ex  parte  Simmonds  she  would 
have  had  such  an  interest  in  the  policies  as  would  have 
entitled  her  to  pay  these  premiums,  and  would  have  prevented 
the  trustee  from  getting  the  benefit  of  the  policies  without 
recouping  her  the  premiums.  That  ground  would  have  bsen 
sufficient  to  dispose  of  the  case,  but  his  Lordship  did  not 
wish  to  dispose  of  the  case  on  that  ground  only,  especially 
as  the  Solicitor-General  asked  the  Court  to  lay  down  the 
truth  of  the  principle  in  Ex  farte  Janus  and  Ex  parte  Simmonds. 
Now  it  had  come  to  the  knowledge  of  the  trustee  in  bank- 
ruptcy that  the  wife  in  the  present  case  had  paid  the 
premiums.  It  did  not  matter  whether  an  exact  description 
had  been  given  of  the  policies  in  respect  of  which  the 
premiums  had  been  paid  ;  there  had  been  enough  to  put  the 
trustee  on  inquiry.  In  that  state  of  things  the  wife  went  on 
paying  the  premiums,  then  the  husband  died,  and  the  trustee 
in  bankruptcy  wished  to  take  the. benefit  of  the  policies  with- 
out any  regard  to  the  fact  that  the  wife  had  been  paying  the 
premiums  which  kept  the  policies  alive.  In  his  Lordship's 
opinion  the  Court  would  be  allowing  its  officer  to  do  a  thing 
which,  from  a  moral  point  of  view,  it  would  be  dishonest  to 
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do  if  it  allowed  the  trustee  in  bankruptcy  in  these  circum- 
stances to  keep  the  proceeds  of  these  policies  without  any 
recognition  of  the  rights  of  the  wife.  The  appeal  must  be 
dismissed. 

Lord  Justice  Far  well  and  Lord  Justice  Buckley  delivered 
judgments  to  the  same  efifect. 

(23  Tinus  Law  Reports,  328.) 


KING'S   BENCH   DIVISION. 
February  26. 
(Before  Mr.  Registrar  Linklater.) 
In  re  Schumacher. 

Bankruptcy — Discharge— ^Judgment  in  Divorce  Suit— Judgment 
"^  •      for  Damages  against  Co-respondent  -Bankruptcy  Act,  1890 

(53  <^  54  ^«^^-  ^-  71).  *•  lo- 
This  was  an  application  for  an  order  of  discharge  by 
Mr.  Erwin  Charles  Schumacher,  who  was  adjudged  bank- 
rupt on  December  6th  1905,  described  as  a  stock  and  share 
broker  and  dealer,  of  Austin-friars,  E.G.  The  liabilities 
were  estimated  at  ;^  4,263  14s. ;  no  assets  were  disclosed 
by  the  bankrupt,  and  only  4s.  lod.  had  been  realised. 

The  Official  Receiver  reported  t)iat  a  receiving  order  and 
an  order  of  adjudication  were  made  against  the  bankrupt  in 
this  Court  in  1896,  and  on  March  7  1901  the  receiving  order 
was  rescinded,  the  debts  having  been  paid.  The  bankrupt 
attributed  his  present  failure  and  insolvency  entirely  to  his 
liability  as  co-respondent  in  the  divorce  suit  of  Ford  v. 
Ford  and  Schumacher  for  damages,  costs,  and  interest, 
amounting  to  ^3.235  8s.  yd.  In  August  1903  the  bankrupt 
became  acquainted  at  Johannesburg  with  Mr.  and  Mrs. 
Ford,  who  had  been  married  in  the  previous  month.  In 
January  1904  Mr.  Ford  went  to  Inhambane  on  a  prospecting 
expedition,  but  returned  unexpectedly  in  the  night  of 
February  10  1904.  Two  days  later  he  commenced  divorce 
proceedings  against  his  wife,  and  cited  the  bankrupt  as 
co-respondent.  On  the  23rd  day  of  the  same  month,  in 
the  Witwatersrand  High  Court,  Mrs.  Ford  and  the  bankrupt 
being  in  default,  judgment  was  granted  against  Mrs.  Ford 
for  divorce  and  forfeiture  of  benefits  under  an  ante-nuptial 
settlement,  and  against  the  bankrupt  for  ;f  3,000  damages  and 
£52  i8s.  2d.  costs.  The  bankrupt  paid  nothing  on  account 
of  damages,  interest,  or  costs,  and  Mr.  Ford  filed  a  petition 
in  bankruptcy,  on  which  a  receiving  order  was  made 
against  the  bankrupt.  The  Official  Receiver,  in  conclusion, 
reported  that  the  bankrupt's  assets  were  not  equal  to  los. 
in  the  pound  on  the  liabilities,  and  that  the  bankrupt 
had  on  a  previous  occasion  been  adjudicated. 

The  bankrupt  disputed  the  statement  that  he  met  Mrs. 
Ford  in  August  1903,  the  meeting  not  having  taken  place 


until  th*  following  October.    He  stated  that  the  Judge  and 
jury  were  misled  by  false  evidence  in  the  divorce  proceedings. 

Mr.  Drake  opposed  the  discharge.  He  said  that  the 
petitioning  creditor  brought  an  action  in  the  High  Court 
of  Justice  in  this  country  against  the  bankrupt,  in  respect 
to  the  damages  awarded  to  the  petitioning  creditor  by  the 
Court  in  Johannesburg.  The  bankrupt  defended  the  pro- 
ceedings in  this  country  to  a  point,  alleging  that  the  Court 
in  Johannesburg  had  no  jurisdiction  in  the  matter  of  the 
petition  for  divorce  ;  and  the  petitioning  creditor  was  thereby 
put  to  an  additional  expense  of  ;^xo  los.  Section  10  of  the 
Bankruptcy  Act,  1890,  provided  that  the  order  of  discharge 
should  not  release  the  bankrupt  from  his  liability  under 
a  judgment  against  him  as  co-respondent  in  a  matrimonial 
cause  except  to  such  an  extent  and  under  such  conditions 
as  the  Court  should  expressly  order.  In  In  re  Palmer  (21 
The  Times  L.R.,  344)  the  Court  refused  to  make  a  special 
order  under  that  section,  and  this  was  a  stronger  case. 

The  Official  Receiver  referred  to  In  re  Trevor  {The 
Times,  June  21  1899). 

JUDGMENT, 

Mr.  Registrar  Linklater,  m  delivering  judgment,  said  he 
was  glad  to  have  received  the  assistance  of  the  two  authori- 
ties which  had  been  cited,  one  of  them  being  a  decision  of 
Mr.  Registrar  Brougham's,  and  the  other  a  decision  of  his 
own.  Those  cases  clearly  established  that  the  onus  was  on 
the  bankrupt  to  show  some  special  reason  for  making  an 
order  releasing  him  from  debts  of  the  kind  specified  in 
section  lu  of  the  Bankruptcy  Act,  1890  In  his  Honour's 
opinion  no  special  reason  was  shown  by  saying  that  the 
Judge  or  jury  had  been  influenced  by  false  evidence  to  award 
damages.  This  might  be  a  ground  for  applying  for  a  new 
trial,  but  it  could  not  be  brought  forward  and  the  matter 
retried  in  this  Court.  What  facts  would  induce  the  Court 
to  make  an  order  under  section  10  it  was  not  necessary  to 
determine.  In  regard  to  the  ordinary  debts  of  the  bankrupt 
now  applying  for  his  discharge,  the  discharge  would  be 
suspended  for  two  years,  and,  in  the  case  of  the  particular 
debt  that  came  within  the  terms  of  section  10,  he  would  give 
the  bankrupt  liberty  to  apply  again  as  soon  as  he  had, 
fulfilled  the  following  four  conditions — namely,  when  be  had 
paid  the  petitioning  creditor's  costs  of  the  bankruptcy 
petition,  if  these  were  not  paid  out  of  the  estate  ;  when  he 
had  paid  the  costs  of  the  divorce  proceedings  in  Johannes- 
burg ;  when  he  had  paid  the  costs  of  the  action  in  the  High 
Court  in  this  country  ;  and  los.  in  the  £  on  the  amount  of 
the  damages  awarded  to  the  petitioning  creditor. 
(23  Times  Law  Reports,  336.) 
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Partnerships. 

CHANCERY  DIVISION. 

February  13. 

(Before  Joyce,  J.) 

Bloomer  v.  Currie. 

Solicitors— Partnership— Bankruptcy  of  One  Partner— Partner- 
ship Action— Receiver— Conduct  of  Action -- Practice. 

Adjourned  summons.  The  plaintiff  in  the  §u;tion  was 
the  trustee  in  bankruptcy  of  B.,  who  had  been  practising 
as  a  solicitor  in  partnership  with  the  defendant.  B. 
absconded  and  was  adjudicated  bankrupt  in  July  1906; 
the  defendant  did  not  become  bankrupt,  neither  did  the 
firm.  The  writ  in  the  action  asked  for  a  declaration  that 
the  partnership  was  dissolved  by  B.  prior  to  his  bank- 
ruptcy, or  alternatively  by  his  bankruptcy,  and  for  an 
account  of  Hie  partnership  transactions  and  dealings,  and 
that  the  partnership  might  be  wound  up.  In  August  1906 
the  plaintiff  moved  for  the  appointment  of  himself  or  some 
other  lit  and  proper  person  as  receiver  of  the  partnership 
assets.  On  that  motion  the  Court  refused  to  appoint  the 
plaintiff  and  appointed  a  nominee  of  the  defendant.  The 
receiver  proceeded  to  get  in  the  assets  of  the  firm,  and  in 
so  doing  employed  the  defendant's  solicitor,  who  had  also 
been  accustomed  to  act  for  the  receiver  privately.  The 
plaintiff's  solicitors  objected  to  this  on  the  ground  that  the 
receiver  had  been  appointed  on  the  application  of  the 
plaintiff,  and  that,  therefore,  he  ought  to  be  represented  by 
them.  This  summons  in  the  action  was  taken  out  by  the 
defendant,  asking  that  the  defendant's  solicitor  should 
have  the  conduct  of  the  action,  including  the  carrying  in 
and  passing  of  the  receiver's  accounts,  and  that  the 
receiver  should  be  represented  by  the  defendant's  solicitor 
in  all  proceedings  connected  with  the  partnership.  During 
the  hearing  the  Court  held  that  the  summons  was  wrong  in 
form  in  asking  for  the  conduct  of  the  action.  It  was  urged 
in  support  of  the  summons  that  it  was  inconsistent  and 
inconvenient  for  the  receiver  to  be  represented  by  the 
solicitors  who  were  also  the  solicitors  for  the  plaintiff  in 
the  action,  as  there  were  many  matters  in  which  the  plain- 
tiff's interests  and  claims  as  the  trustee  in  bankruptcy  of 
B.  would  clash  with  the  interests  of  the  firm ;  that  the 
plaintiff  had  no  knowledge  himself  of  the  partnership 
affairs,  and  that  the  defendant,  who  had  no  personal 
interests  conflicting  with  those  of  the  partnership,  was 


obviously  the  .proper  person  to  help  and  instruct  the 
receiver.  The  judgment  of  Kindersley,  V.C.,  in  Dixon  9. 
Wilkinson  (4  Drew,  614)  was  referred  to.  In  opposition  it 
WBiS  contended  that  the  receiver  was  appointed  on  the 
plaintiffs  motion,  and  that,  therefore,  his  solicitors  had 
the  conduct  of  the  action ;  that  there  was  not  likely  to  be 
any  clashing  of  interests;  and  that  the  receiver  was  not 
impartial,  but  had  taken  sides  and  clearly  regarded  him- 
self as  an  agent  of  the  defendant.  But  it  was  pointed  out 
in  reply  that  the  receiver  would  be  much  more  likely  to 
get  in  the  partnership  assets  if  he  were  a  partisan,  and  that 
the  usual  course  in  the  case  of  one  member  of  a  firm  being 
made  bankrupt  was  to  appoint  the  remaining  partner 
receiver  of  the  partnership  assets,  and  that  it  ought  to  have 
been  done  in  this  case,  but  the  defendant,  in  agreeing  to 
his  nominee  being  appointed  instead  of  himself,  under- 
stood that  the  receiver  would  be  represented  by  the 
defendant's  solicitor. 

JUDGMENT. 

Joyce,  J.,  said  that  this  was  not  an  ordinary  case.  The 
action  was  a  partnership  action  instituted  by  the  trustee 
in  bankruptcy  of  the  absconding  partner  against  the  other 
partner.  He  was  not  sure  that  he  had  been  right  in  not 
appointing  the  defendant  receiver ;  however,  the 
defendant's  nominee  had  been  appointed.  The  receiver 
found  that  there  were  certain  matters  in  which  the 
I  interests  of  the  partnership  clashed  with  those  of  the 
bankrupt's  separate  estate,  but  his  Lordship  was  not  aware 
of  any  matter  in  which  there  was  any  conflict  between  the 
interests  of  the  firm  and  those  of  the  defendant.  Not 
unnaturally  the  receiver  objected ;  he  could  not  possibly 
be  advised  by  the  plaintiff's  solicitors  in  matters  in  which 
there  were  conflicting  interests.  It  had  been  admitted  that 
in  such  matters  the  receiver  must  be  represented  by 
another  solicitor,  and  it  seemed  to  him  that  the  defendant's 
solicitor  was  the  proper  person  for  that  purpose.  The 
only  aflidavit  in  opposition  to  the  summons  was  made  by 
an  articled  clerk  of  the  plaintiff's  solicitors ;  there  was 
none  by  the  trustee  in  bankruptcy  himself.  The  plain- 
tiff's solicitors'  chief  objection  to  the  application  seemed 
to  be  that  they  would  thereby  lose  the  work.  In  his 
opinion  it  was  best  for  all  parties  that  the  receiver  should 
be  represented  by  the  defendant's  solicitor  in  all  matters 
in  which  he  thought  fit  to  be  so  represented,  including  the 
bringing  in  and  passing  of  his  accounts. 
(SI  S.J.  277.) 
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Accountancy  and  Auditing. 

KING'S    BENCH    DIVISION. 

March  15. 

(Before  Darling  and  Lawrence,  JJ.) 

Election  of   Elective  Auditors  for  the  Borough  ol 

Droitwich— Application  of  F.  J.  Tolley  and  A.  Slater. 

Elective  Auditors— Corrupt  Practices  Act — Application  for  Relief, 

These  were  two  applications  for  relief  from  the  penalties 
imposed  by  the  Municipal  Elections  (Corrupt  and  Illegal 
Practices)  Act,  1882,  the  applicants  being  the  two  elective 
auditors  for  the  Borough  of  Droitwich,  who  were  successful 
at  an  election  for  the  office  of  auditors  held  on  March  i 
last.  The  ofifence  from  the  penalties  of  which  relief  was 
asked  was  the  incurring  of  expenses  for  election  purposes 
contrary  to  the  provisions  of  the  Act. 

Mr.  Williams,  dealing  first  of  all  with  the  case  of  Mr. 
Tolley,  said  that  that  gentleman  had  incurred  expenses  in 
connection  with  the  election  to  the  extent  of  about  14s.  Of 
this  sum  6s.  was  in  respect  of  a  notice  inserted  in  the 
Droitwich  Guardian^  5s.  for  printing  cards  for  issuing  to  the 
electors,  2s.  6d.  for  a  copy  of  the  burgess  roll,  and  8d.  for 
stamps  for  sending  the  printed  cards  to  the  electors.  At  the 
election  the  voting  was  as  follows: — A.  Slater,  143;  F.  J. 
Tolley,  130;  J.  Wright,  129.  Under  the  provisions  of 
section  5  of  the  Municipal  Elections  Act,  1884,  the  only 
persons  entitled  to  incur  expenses  at  such  elections  were 
candidates  for  the  offices  of  councillors,  and  by  subsection  2 
"any  candidate  or  agent  of  a  candidate  or  person  who 
knowingly  acts  in  contravention  of  this  section  shall  be 
guilty  of  an  illegal  practice."  That  section  included  an 
election  to  the  office  of  auditor,  but  this  only  became  clear 
by  reference  to  other  sections  of  the  Act,  and  also  by  reference 
to  sections  7  and  62  of  the  Municipal  Corporations  Act  of 
1882.  He  pointed  this  out  to  show  that  it  would  be  by  no 
means  easy  for  a  candidate  to  find  out  that  he  was  not 
entitled  to  incur  expenses  in  connection  with  an  election.  It 
was  so  complicated,  in  fact,  that  the  payments  in  these  cases 
had  been  made  entirely  through  inadvertence.  An  affidavit 
had  been  filed  by  Mr.  Tolley,  in  which  he  stated  that  he  had 
never  stood  before  at  any  municipal  election,  and  that  when 
he  inserted  the  advertisement  in  the  newspaper  he  was  quite 
unaware  that  candidates  for  the  post  of  auditor  were  no^ 
entitled  to  incur  any  expenses.  He  was  also  aware  that  in 
previous  years  candidates  for  the  office  in  question  in  Droit- 
witch  had  incurred  such  expenses.  Mr.  Wright,  the 
unsuccessful  candidate,  at  whose  instance  the  proceedings 
under  the  Act  were  instituted,  had  himself  done  so  and  had 
made  a  return  of  his  expenses.  When  he  (the  applicant) 
was  told  that  what  was  done  was  illegal  he  withdrew  the 


cards  which  had  been  printed.  Mr.  Williams  said  that  they 
had  revived  an  affidavit  from  Mr.  Wright,  in  which  he 
admitted  that,  after  his  election  for  the  office  of  auditor  in 
1905,  he  published  a  letter  of  thanks  in  the  newspaper.  He 
also  stated  that  some  of  the  electors  at  the  recent  election 
informed  him  that  as  they  did  not  receive  a  card  or  an 
address  from  him  they  did  not  know  he  was  a  candidate  for 
the  post.  Mr.  Williams  submitted  that  the  suggestion  made 
in  this*  affidavit  that  the  result  of  the  election  might  have 
been  afifected  by  the  applicant's  conduct  was  without  sub- 
stance, and  that  the  case  was  one  where  the  Court  might  in 
the  circumstances  grant  relief.  In  the  case  of  Mr.  Slater 
what  was  done  was  to  expend  3s.  6d.  in  the  issuing  of  an 
address  in  the  form  of  a  bill.  In  his  affidavit  he  stated  that 
he  had  never  stood  for  a  municipal  office  before  and  did  no 
know  that  expenditure  was  forbidden.  Upon  being  informed 
of  this  he  took  steps  to  have  the  bill  withdrawn. 

Mr.  Carmichael,  in  opposing  the  applications,  referred  to 
the  case  of  Ex  parte  Walker  (22  Q.B.D.,  384),  in  which 
Lord  Justice  Fry,  in  granting  relief  in  a  similar  case  to  the 
present,  commented  upon  the  recklessness  with  which 
people  sought  to  be  appointed  to  offices  without  previously 
taking  any  trouble  to  inform  themselves  of  the  nature  of  the 
duties  and  liabilities  which  were  attached  to  these  offices, 
and  expressed  the  view  that,  on  the  occasion  of  any  future 
election,  it  might  be  that  quite  another  measure  of  justice 
would  be  meted  out  to  persons  who  committed  similar 
breaches  of  the  provisions  of  the  Act.  Mr.  Carmichael, 
continuing,  said  that  the  Corrupt  and  Illegal  Practices  Acts 
of  1882  and  1884  were  more  than  twenty  years  old,  and 
people  who  stood  for  positions  of  this  kind  ought  to  be 
familiar  with  their  provisions. 

Mr.  Justice  Darling :  We  have  to  be  satisfied,  under 
section  20  of  the  Act,  that  the  offence  was  committed 
through  inadvertence,  and  that,  under  the  circumstances,  it 
is  just  that  relief  should  be  given. 

Mr.  Carmichael,  submitted  that  in  this  case  it  was  obviously 
not  just  because  the  other  candidates  got  an  advantage  over 
Mr.  Wright  in  consequence  of  what  they  had  done.  In  Mr. 
Tolley 's  address  there  was  a  personal  attack,  because  he  said, 
' '  Do  you  know  what  you  are  paying  for  the  auditing  of  your 
borough  accounts  ?  Ask  J.  B.  Wright.  You  have  the  right 
to  know.  If  you  want  them  done  efficiently  and  at  a 
minimum  cost,  go  to  F.  J.  Tolley."  Mr.  Wright  had  been 
auditor  in  1904,  1905,  and  1906,  and  in  that  capacity*  had 
rendered  good  service.  With  regard  to  Mr.  Slater's  case,  it 
appeared  that,  after  he  had  been  informed  that  what  was 
done  was  illegal,  one  of  his  bills  was  still  exposed  to  view. 
In  these  circumstances,  he  asked  their  Lordships  not  to  grant 
the  applicants  relief. 

Mr.  Willoughby  Williams,  in  reply,  said  that  Mr.  Wright 
was  partly  responsible  for  the  ignorance  of  Mr.  Tolley  as  to 
the  provisions  of  the  Act,  because  in  1904  he  had  himself 
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issued  bills,  and  in  1905  and  1906  his  election  was  unopposed. 
Mr.  Tolley  had  never  stood  for  any  office  before. 

Mr.  Justice  Darling  :  I  do  not  like  to  lay  it  down  that  all 
these  auditors  are,  like  dogs,  entitled  to  one  bite  apiece. 

Mr.  Justice  Lawrence :  You  have  to  show  us  that  it  is  just 
that  relief  should  be  given.  There  is  only  one  vote  between 
these  candidates  here.  Is  it  just  that  there  should  be  relief 
from  an  expenditure  directed  to  getting  votes  ?  If  his  blunder 
secured  him  one  vote,  would  it  be  just  that  it  should  be 
executed  at  the  expense  of  his  adversary  who  has  done 
nothing  wrong  ? 

Mr.  Williams :  If  it  could  be  shown  that  one  vote  was 
affected  by  what  the  guilty  candidate  did  I  agr«e  it  would 
not  be  just. 

Mr.  Justice  Lawrence. — The  amount  expended  here  was 
14s.  It  would  be  a  very  expensive  election  if  14s.  did  not 
affect  one  vote.     (Laughter.) 

JUDGMENT. 

Mr.  Justice  Darling,  in  giving  judgment,  said  that  in  this 
case  they  were  asked  to  excuse  two  candidates,  who,  on 
presenting  themselves  for  election  as  auditors  for  the  borough 
of  Droitwich,  undoubtedly  committed  practices  which  were 
illegal  under  the  Acts  of  1882  and  1884.  The  illegality 
involved  no  sort  of  moral  turpitude,  and  was  simply  this — 
that,  whereas  councillors  are  allowed  to  incur  certain 
expenses  as  candidates  at  elections,  those  who  desired  to  be 
elected  as  auditors  are  not.  He  thought  it  was  necessary  to 
notice  that  the  office  of  auditor  was  a  paid  one.  Therefore, 
these  people  were  attempting  to  promote  their  election  to  a 
paid  office,  and  it  was  admitted  that  they  violated  the  statute 
in  incurring  certain  expenses.  Upon  this  they  applied  to  the 
Court  to  be  relieved  from  the  consequences  of  this  illegal 
practice,  and  the  Court  might  grant  them  relief  only  upon 
certain  terms  laid  down  in  Section  20  of  the  Municipal 
Elections  (Corrupt  and  Illegal  Practices)  Act,  1884.  His 
Lordship  read  the  section  and  continued. — They  had,  there- 
fore, to  be  satisfied  that,  among  other  things,  it  seemed  just 
to  them  that  the  person  appl3ang  should  be  exempted  from 
the  consequences  of  his  illegal  act.  It  was  not  enough  to 
satisfy  them  that  he  did  it  by  inadvertence,  they  must  be 
satisfied  that  it  was  just  that  he  should  be  relieved.  He  did 
not  think  they  could  determine  what  would  be  just  unless 
they  had  regard,  not  only  to  the  applicant  himself,  but  also 
to  the  other  candidate,  and  the  effect  the  order  they  made 
would  produce  on  him.  Here  there  were  three  candidates, 
Mr.  Slater,  who  headed  the  poll,  only  issued  one  bill,  in 
which  he  told  the  electors  he  was  standing  for  the  office,  and 
asked  for  their  support.  Upon  its  being  pointed  out  that  that 
was  illegal  he  did  his  best  to  withdraw  the  bill.  It  was  true 
that  it  was  alleged  in  Mr.  Wright's  affidavit  that,  after  he 
knew  of  the  illegality  of  the  practice,  bills  of  his  were  seen 
in  the  shop  windows,  but  it  did  not  appear  that  they 
remained  there  by  his  authorisation.  If  it  had  appeared  that 
they  were  in  his  own  window  he  should  have  thought  that 
he  did  not  come  within  the  part  of  the  section  which  pro- 
vided for  illegal  acts  or  omissions  being  committed  through 
inadvertence.  But  he  thought  that  in  this  case  they  would 
not  be  justified  in  saying  that  the  bill  did  not  continue  to  be 
displayed  through  inadvertence.  Therefore  he  was  of  opinion 


that  in  the  case  of  Mr.  Slater  relief  should  be  granted. 
Mr.  Tolley,  he  thought,  was  in  a  different  position.  He 
did  very  much  more  than  Mr.  Slater.  He  bought  a  copy 
of  the  burgess  roll  and  issued  a  kind  of  polling  card 
in  large  numbers,  but  in  his  (Mr.  Justice  Darling's)  opinion 
the  most  serious  thing  he  did  was  his  advertisement  in  the 
Dvoitwkh  Guardian.  His  Lordship  read  the  terms  of  the 
advertisement  and  continued. — Mr.  Wright  had  been  auditor 
in  1904,  1905,  and  1906,  and  was  seeking  re-election.  This 
advertisement  seemed  to  be  a  direct  statement  that  Wright  s 
auditing  was  not  efficient  or  done  at  a  minimum  cost.  That 
was  an  indirect  way  of  saying  that  Wright  was  not  auditing 
the  accounts  as  they  ought  to  be  audited,  and  that  he  was 
charging  an  excessive  price.  He  did  not  know  which  state- 
ment would  prove  the  most  taking  bait  to  a  ratepayer,  but 
he  could  not  think  that  they  had  no  kind  of  effect.  If  they 
were  to  suppose  that  they  had  no  effect,  why  were  they  put 
in  the  paper  ?  He  came  to  the  conclusion  that  they  could 
not  say  for  certain  that  the  statements  made  would  not  affect 
the  election  or  even  that  they  did  not  turn  the  scale.  He 
certainly  thought  that  it  was  for  the  person  applying  for 
relief  to  prove  that  they  did  not.  Of  course,  from  the  nature 
of  things  it  was  practically  impossible  to  say  that  people 
voted  for  Tolley  and  placed  him  above  Wright  because  of 
this  advertisement,  but  it  seemed  highly  possible  that  they 
did.  Therefore  he  thought  that  it  would  not  be  just  to  give 
the  relief  that  Mr.  Tolley  asked  for.  One  of  the  answers 
made  by  Mr.  Tolley  was  that  Wright  had  no  claim  to  put 
the  statute  in  force  because  he  himself  three  years  ago 
incurred  certain  expenses  when  he  was  elected  to  the  same 
office.  He  could  not  see  that  Tolley  was  entitled  to  relief  which 
on  other  grounds  he  was  not  entitled  to,  because  Wright 
acted  contrary  to  the  Act  three  years  ago.  He  ought  not 
to  conclude  without  referring  to  the  case  of  Ex  parte  Walker 
in  1889,  and  he  should  like  to  repeat  what  was  said  by  Lord 
Justice  Fry  in  that  case.  It  did  seem  to  him  that,  if  accounts 
were  to  be  audited,  it  would  be  far  better  if  there  were  some 
proper  official  to  audit  them  year  after  year  rather  than  that 
they  should  be  audited  by  chance  persons  who  were  by 
statute  not  allowed  to  give  the  electors  any  information 
which  would  cost  money  as  to  their  qualifications.  In  the 
present  case,  of  these  three  people  who  came  forward  tc> 
audit  the  accounts  one  was  a  foreman,  another  the  proprietor 
of  a  boarding-house,  and  the  third  a  land  agent.  In  the  case 
he  had  referrred  to  the  Court  granted  relief,  but  Lord 
J  ustice  Fry  said  :  "  On  the  occasion  of  any  future  election  it 
'•  may  be  that  quite  another  measure  of  justice  will  be  meteO 
"out  to  persons  who  commit  similar  breaches  of  the  pro- 
"  visions  of  the  Act."  Lord  Esher  emphasised  that  statement 
by  saying  "  It  certainly  will  be  so."  That  was  fair  warning 
that  after  1889  indulgence  would  not  be  readily  granted  m 
the  future.  Looking  at  all  the  circumstances  of  the  case. :: 
app>eared  to  him  that  they  ought  to  hold  in  Mr.  Toiler's  case 
that  it  would  not  be  just  to  grant  him  the  relief  he  asked  for 
Mr.  Justice  Lawrence  delivered  judgment  to  the  same  effect 
The  application  for  relief  was  accordingly  granted  in  the 
case  of  Mr.  Slater  and  refused  in  that  of  Mr.  Tolley. 
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Bankruptcies  and  Insolvencies. 

COURT  OF  APPEAL. 

February  21. 

(Before  Vaughan  Williams,  Farwell,  and  Bucklby,  L.J  J.) 

Re  Hall;  ex parU  The  Official  Receiver  (Trustee). 

Bankruptcy — Money  Lent  to  Bankrupt  with  Notice  of  Act  of 
Bankruptcy  to  Pay  a  Composition — Benefit  to  Estate — 
Trustee's  Duty  to  Act  Equitably— -Property  of  Bankrupt 
Relation Back^Bankruptcy  Act,  1883  (46&47  Vict,  t.52), 
sees.  43.  44. 
Appeal  from  the  Divisional  Court  (Bigham  and  Darling, 
JJ.,  December  4  1906  [reported 35  Acct.  L.R.  82] ,  affirming  a 
decision  of  his  Honour  Judge  Eardley  Wilmotin  the  County 
Court  at  Yarmouth.  The  bankrupt,  J.  C.  Hall,  was  the 
owner  of  two  large  fishing  boats.  He  had  been  in  difficulties 
for  some  years,  and  in  November  1905  had  the  misfortune 
to  lose  two  •*  fleets"  of  fishing  nets  worth ;f 600,  which  made 
it  impossible  for  him  to  continue  his  business.  His  largest 
creditors  were  the  respondents,  Messrs.  Hobson  &  Co.,  fish 
salesmen,  who  held  a  mortgage  on  his  boats  for  current 
account,  and  the  amount  due  to  them  at  the  date  of  the  com- 
mencement of  the  bankruptcy  was  /340.  The  bankrupt 
laid  his  position  before  them  early  in  December  1905,  they 
took  possession  of  his  boats  under  their  mortgage,  and  said 
they  would  try  to  arrange  a  composition  with  his  creditors. 
About  Christmas  1905  they  gave  him  copies  of  a  circular 
signed  by  themselves  to  distribute  among  his  creditors. 
This  circular  set  forth  that  J.  C.  Hall  had  consulted  Messrs. 
Hobson  &  Co.  as  to  his  afifairs,  and  that  Hobson  and  Co. 
were  prepared  to  pay  a  composition  of  4s.  in  the  £  to  each 
of  Hall's  creditors  if  they  would  consent  to  accept  it.  It 
was  admitted  that  this  circular  constituted  an  act  of  bank- 
ruptcy of  which  Hobson  &  Co.  had  notice.  Twenty- seven 
creditors  agreed  to  take  the  composition,  seven  refused. 
Between  the  28th  of  February  and  the  2nd  of  March  1906 
Hobson  &  Co.  lent  the  bankrupt  /158  to  pay  the  assenting 
creditors.  After  this  date  Hobson  &  Co.  sold  the  boats  for 
^479,  retained  /340  in  satisfaction  of  their  old  debt,  and 
the  balance  in  satisfaction  of  the  advance  of  £158,  The 
bankrupt  filed  his  own  petition  within  three  months  of  the 
date  of  the  circular  to  creditors.  The  trustee  in  bankruptcy 
claimed  payment  from  Hobson  &  Co.  of  the  balance  of  the 
proceeds  of  the  sale  of  the  boats  remaining  after  payment  of 
the  ;^340  due  to  them  at  the  date  of  the  circular  to  creditors. 
The  trustee*s  claim  was  rejected  both  in  the  County  Court 
and  in  the  Divisional  Court  on  the  grounds  that  Hobson 
&  Co.  had  benefited  the  estate,  and  did  not  understand  the 
effects  of  notice  of  an  act  of  bankruptcy,  and  that  it  would 
be  inequitable  to  order  them  to  pay  the  money  to  the 
trustee.  The  trustee  appealed.  Counsel  for  the  trustee, 
after  stating  the  facts  and  reading  the  judgments  of  the 
Courts  below,  were  stopped  by  the  Court.  Counsel  for  the 
respondent  contended  that  the  priociples  of  Ex  parte  James^ 


re  Condon  (L.R.  9  Ch.  609),  and  Ex  parte  Simmonds, 
re  Camac  (16  Q.B.D.  308)  (referred  to  in  Re  Tyler) 
applied,  and  that  the  trustee,  as  an  officer  of  the  Court, 
ought  to  be  ordered  to  deal  fairly  with  the  respondents. 

JUDGMENT. 

Vaughan  Williams,  L.J.,  stated  the  facts,  and  expressed 
the  opinion  that  the  doctrines  of  the  cases  relied  on  by  the 
respondents  had  no  application  to  the  present  case.  The 
respondents  had  lent  the  bankrupt  this  money  with  notice  of 
an  act  of  bankruptcy,  and  with  understanding  of  what  the 
result  of  bankruptcy  would  be.  Of  course,  it  was  desirable 
that  the  estate  should  not  be  swelled  without  recognising 
the  rights  of  the  respondents  ;  but  really  the  only  argument 
in  their  favour  was  that  they  were  unfamiliar  with  bank- 
ruptcy law.  Even  so,  it  was  manifest  that  the  trustee  was 
under  no  obligation  to  allow  the  respondents  to  recoup 
themselves  out  of  the  surplus  of  the  mortgaged  property. 
He  could  not  understand  how  it  could  be  said  to  be  dis- 
honest to  insist  on  that  surplus  being  treated  as  part  of  the 
bankrupt's  estate.  It  was  not  correct  to  say  that  the  estate 
had  benefited  by  the  payment  because  the  respondents 
would  probably  be  entitled  to  stand  in  the  shoes  of  the 
creditors  whom  they  had  settled  with,  and  prove  in  the 
bankruptcy  for  the  amounts  paid. 

Farwell,  L.J.,  held  that  this  case  was  clearly  different 
from  Re  Tyler.  The  trustee  had  neither  done  nor  permitted 
anything  unworthy  of  the  Court.  The  mortgagees  had  tried 
to  avoid  bankruptcy  by  making  these  payments,  but  the 
trustee  had  had  nothing  to  do  with  them.  In  Re  Tyler  the 
trustee  had  had  notice  of  the  payments  which  were  being 
made  by  the  respondent,  but  had  stood  by  and  done  nothing 
to  prevent  their  being  made. 

Buckley,  L.J.,  concurred,  and  could  not  see  that  the 
principle  of  Ex  parte  James,  re  Condon ^  had  any  application 
to  the  present  case.    Appeal  allowed. 
(51  S.J.  292.) 


BLACKPOOL  COUNTY  COURT. 

February  6. 

(Before  Mr.  Registrar  H.  I.  Parry.) 

Potter  V.  Pickering. 

Bankruptcy— Deeds  of  Assignment  for  the  Benefit  of  Creditors 

— Trustee's  Right  to  commence  Action  against  Debtors  to 

the  Estate— Bankruptcy  Act,  1883,  $.  43. 

This  action  was  heard  at  the  Blackpool  County  Court  by 

the  Registrar,  Mr.  H.  I.  Parry,  and  a  considered  judgment 

was  given  by  him  on  the  20th  February. 

JUDGMENT. 

The  Registrar :  John  Pickering,  on  the  21st  December 
1906,  made  a  deed  of  assignment  of  all  his  real  and  personal 
estate  to  John  Potter,  as  trustee,  for  the  benefit  of  his 
creditors,  with  powers  to  carry  on  the  business  and  do  many 
other  acts.  The  deed  was  duly  executed  by  Mr.  Pickering 
and  by  Mr.  Potter,  and  signed,  sealed,  and  delivered  ;  and 
was,  in  all  ways,  a  good  and  valid  deed  on  the  face  of  it. 
But  it  does  not  give  to  the  trustee,  according  to  the  case  of 
Davis  V,  Petrie(g5  L.T.   Rep.   239;  27  C.C.C.  Rep.  244) 
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cited  by  the  defence,  an  absolute  title  to  the  real  and  per- 
sonal estate  assigned.  It  is  not  absolute  because,  by  section 
43  of  the  Bankruptcy  Act,  1883,  if  a  bankruptcy  petition 
were  presented  within  three  months  of  its  execution,  the 
deed  of  assignment  would  become  void  as  against  the 
trustee  in  bankruptcy ;  and  that,  of  course,  clearly  shows 
that,  in  case  of  bankruptcy  within  three  months,  the  title 
of  the  trustee  under  the  deed  would  be  gone.  If  his  title  is 
gone,  and  he  had  4aken  proceedings  and  obtained  judgment, 
that  judgment  would  have  been  obtained  on  a  void  deed ; 
and  this  is  a  very  awkward  position  for  the  Court  to  be 
placed  in.  The  bankruptcy  relates  back  to  and  commences 
at  the  time  of  the  act  of  bankruptcy — that  is,  on  the  21st 
December  1906.  The  trustee,  under  the  deed,  becomes 
accountable  for  all  the  assets  of  the  bankrupt  received  by 
him,  as  trustee  under  the  deed  ;  and  any  debtor  making  a 
payment  to  the  trustee  of  the  deed  is  liable  to  be  sued  by 
the  trustee  in  bankruptcy  for  payment  of  the  debt  again,  in 
case  the  trustee  under  the  deed  does  not  pay  it  over  to  the 
bankruptcy  trustee.  The  words  of  Moulton,  L.J.,  in  his 
judgment  in  Davis  v.  Petrie  are  :  •*  Anyone  exercising  any 
*'  right  under  the  deed  to  receive,  as  trustee  for  the  creditors, 
*'  any  portion  of  the  estate,  would  do  so  at  his  peril ;  and 
<*  those  who  recognise  that  right  also  do  so  at  their  peril." 
The  learned  Judge  goes  on  further  to  say  :  "  A  debtor  to  the 
"  estate  who  makes  a  payment  to  the  trustee  under  the  deed 
"  makes  it  to  the  wrong  person,  and  is  liable  to  be  sued  by 
"  the  trustee  in  bankruptcy.*'  The  trustee  under  the  deed 
is  the  right  person  to  whom  to  pay  the  money,  provided 
there  are  no  bankruptcy  proceedings ;  and,  if  he— the 
trustee  under  the  deed — can  get  over  the  three  months 
without  there  being  bankruptcy  proceedings,  he  becomes 
the  right  person  to  recover  any  moneys  owing.  At  all 
events,  any  time  during  these  three  months  the  deed  is 
voidable — i.e.,  it  is  not  absolute.  Farwell,  L.J.,  says: 
"  The  trustee  under  the  deed  knew  that  the  execution  of  the 
"  deed  was  an  act  of  bankruptcy,  and  that  on  bankruptcy 
"proceedings  being  taken  within  three  months  the  deed 
"  would  become  void  as  against  the  trustee  in  bankruptcy, 
"  who  would  be  entitled  to  call  upon  him  to  hand  over  any 
"  property  of  the  bankrupt's  estate  that  was  in  his  posses- 
"sion."  It  appears  to  me  that  if  the  trustee  under  the  deed 
received  moneys,  and  bankruptcy  proceedings  were  insti- 
tuted within  three  months,  and  he  handed  over  the  money 
to  the  trustee  in  bankruptcy,  then  everything  would  be 
right.  The  danger  comes  in  where  the  trustee  under  the 
deed  does  not  hand  over  the  money,  or  wastes  the  estate, 
and  thus  may  not  be  able  to  hand  it  over.  If  he  does  not 
hand  over  the  money,  the  trustee  in  bankruptcy  can  then 
bring  an  action  against  the  debtor  and  make  him  pay  over 
again.  This  deed  of  assignment  being  dated  the  21st 
December  1906.  the  three  months  will  not  expire  until  the 
2 1  St  March  1907.  Therefore  it  is  clear  that  under  the  deed 
the  trustee  has  not  now  a  good  title  to  sue,  or  to  receive 
money  owing  to  the  estate.  He  must  wait  until  the  three 
months  have  expired.  Under  the  circumstances,  I  direct  a 
nonsuit,  as  the  plaintiff  has  commenced  his  proceedings  too 
early. 

(L.T.  441.) 


Miscellaneous. 

COUJIT  OF  APPEAL. 

February  26. 

{Before  Collins,   M.R.,   Cozens-Hardy,   and  Flbtcher 

Moulton,  L.J  J.) 

Burton  v.  Companies  Registration  Agency. 

Moneylenders  Act,  igo^— Reopening  Transaction — BtU  of  Sale 
—Invalidity— Bills  of  Sale  Act,  1882  (45  6*  46  Vict. 
c.  43),  s.  12. 

This  was  an  application  by  the  defendants  for  judgment  or 
a  new  trial  in  an  action  tried  before  Mr,  Justice  Bucknill 
and  a  juiy.  The  action  was  for  damages  for  trespass,  illegal 
.seizure,  and  conversion,  brought  against  two  defendants  trad- 
ing in  partnership  as  the  Companies  Registration  Agency. 
The  plaintiff  pleaded  that  the  defendants  were  money-lenders, 
and  that,  on  November  25th  1905,  they  wrongfully  entered 
his  premises  and  seized  his  goods.  The  defendants  denied 
that  they  were  money-lenders,  and  said  that  they  had  right- 
fully seized  the  goods  under  the  terms  of  a  bill  of  sale  dated 
May  17th  1905,  and  they  counter-claimed  to  recover  the 
amount  alleged  to  be  due.  The  plaintiff,  in  reply,  alleged 
that  the  bill  of  sale  was  given  in  consideration  of  a  sum 
under  /30  and  was  therefore  void  under  Section  12  of  the 
Bills  of  Sale  Act,  1882  ;  and,  further,  that  if  he  did  owe  any 
sum  the  transactions  by  which  such  sum  might  have  become 
due  were  harsh  and  unconscionable,  and  such  that  a  Court 
of  Equity  would  grant  relief,  and  he  prayed  for  relief  under 
ihe  Moneylenders  Act,  1900.  The  jury,  in  answer  to 
questions  left  to  them  by  the  learned  Judge,  found  that  the 
bill  of  sale  was  given  for  a  sum  under  £y>^  that  the  defend- 
ants were  moneylenders,  that  the  interest  and  a  particular 
charge  were  excessive,  and  that  the  transactions  were  harsh 
and  unconscionable  ;  and  they  assessed  the  damages  at  ;^i5o. 
Judgment  was  accordingly  entered  for  the  plaintiff  for  /X50, 
and  for  the  defendants  upon  the  counter-claim  for  the  sum 
advanced  with  interest  at  the  rate  of  5  per  cent,  per  annum. 

JUDGMENT. 

The  Court  dismissed  the  application  without  expressing 
any  opinion  as  to  the  course  adopted  by  the  learned  Judge 
under  the  Moneylenders  Act,  1900.  They  were  of  opinion 
that  the  jury  were  justified  in  finding  that  the  bill  of  sale 
was  for  a  sum  under  £^0  and  was  therefore  void,  and  there 
was  therefore  no  justification  for  the  defendants  seizing  and 
selling  the  plaintiff*s  goods ;  and  that  there  was  evidence 
that  the  value  of  the  goods  was  /150.  With  r^ard  to  the 
counter-claim,  the  effect  of  cancelling  the  bill  of  sale  did  not 
deprive  the  defendants  of  their  right  to  recover  the  amount 
advanced  with  proper  interest  (in  this  case  the  Judge  had 
given  5  per  cent.) ;  they  had  only  lost  the  right  of  recovering 
the  very  high  rate  of  interest  under  the  bill  of  sale. 

(23  Tmn  Law  Reports^  337.) 
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Accountancy  and  Auditing. 

CITY    OF   LONDON    COURT. 

March  ij. 

(Before  Mr.  Bosanquet,  K.C,  Common  Serjeant, 

and  a  Jury.) 

Wood  &  Radermacher  v.   James   R.  Francis  and 
John  R.  B.  Curtis. 

AccouHtanti'    Charges — Liability  of  Promoter  of  Company, 

The  plaintififs  claimed  ;f  269  i6s.  gd.  as  accountancy  charges 
in  connection  with  the  formation  of  a  company  of  which  the 
two  defendants  were  promoters.  There  was  a  further  claim 
of/iooas  damages  for  misrepresentation  of  authority.  It 
was  said  that  in  1899  Mr.  Francis  formed  the  idea  of  amal- 
gamating certain  lightermen's  businesses  with  his  own,  and 
forming  a  company,  the  plaintiffs  being  employed  in  the 
matter.  For  that  part  of  the  work  they  were  paid.  They 
were  afterwards  employed  in  connection  with  the  formation 
of  the  company.  Upon  the  prospectus  being  issued  it  was 
found  to  be  defective,  and  the  vendors  decided  to  undo 
everything  that  had  been  done.  The  defendants,  however, 
made  that  process  difficult  in  consequence  of  contracts  they 
had  entered  into.  Mr.  Wood,  of  the  plaintifif  firm,  was 
appointed  the  liquidator  of  the  company.  Mr.  Wood 
eventually  resigned  his  appointment,  and  ;^i,ooo  was  allowed 
to  him.  While  he  was  the  liquidator  his  firm  were  paid  the 
amount  of  their  account.  Upon  the  appointment  of  the  new 
liquidator,  proceedings  were  taken  to  recover  moneys  paid 
to  the  plaintiffs,  and  they  were  advised  that  they  could  not 
hold  the  money  for  work  done  before  the  formation  of  the 
company.  The  money  was  therefore  returned.  The 
plaintiffs  now  said  that  the  promoters  were  the  persons 
primarily  liable,  those  gentlemen  having  repeatedly  repre- 
sented that  they  had  authority  to  bind  the  company.  For 
the  defence  Mr.  Francis  said  he  employed  the  plaintiffs  as 
his  accountants  for  many  years  at  a  fee  of  ten  guineas  per 
annum.  When  the  last  payment  was  made  by  him  in  1902 
nothing  was  said  by  the  plaintififs  about  any  large  outstanding 
account  being  due  as  against  the  company.  He  was  not 
aware  of  the  suggestion  made  by  the  plaintififs  until  after  the 
liquidation.  The  plaintififs  had  been  paid  for  the  work  they 
did,  and  the  present  claim  was  an  afterthought.  No  evidence 
was  called  on  behalf  of  Mr.  Curtis.  The  jury  found  a 
verdict  for  the  plaintififs  on  the  claim  for  £26g  i6s.  gd.  only. 
Judgment  was  entered  accordingly. 
(City  Press,) 


Administration. 


CHANCERY    DIVISION. 

March  14. 

(Before  Parker,  J.) 

Re  The  Estate  of  Ben  Haigh  (Deceased) ; 

Haigh  V.  Halgh. 

Will — Bequest  of  Book  Debts — Balance  on  Business  Account 
at  Bank — Construction. 

Adjourned  summons.  By  paragraph  10  of  his  will,  dated 
the  14th  of  August  1905,  Ben  Haigh,  who  died  on  the  25th 
of  September  1906,  provided  as  follows:  "I  give,  devise, 
' '  and  bequeath  unto  my  trustees  (in  case  I  shall  not  have  sold 
*'  the  same  during  my  lifetime)  my  mill  buildings  and  premises 
"  known  as  the  Albert  Paper  Mill,  situate  at  East  Retford,  in 
'*  the  county  of  Nottingham,  the  site  of  which  contains  an  area 
*'  of  one  acre,  one  rood,  and  eleven  perches,  or  thereabouts, 
"  together  with  the  engine,  boiler,  shafting,  machinery,  loose 
'*  tools,  implements,  utensils,  and  efifects  used  in  the  business 
*'  of  a  paper  manufacturer  carried  on  by  me  at  the  said  mill, 
**  and  the  stock  of  raw  material  and  manufactured  paper  and 
' '  all  book  debts  owing  to  me.  and  the  benefit  of  all  contracts 
"  entered  into  by  me  in  respect  of  the  said  business  at  the  time 
' '  of  my  decease  upon  the  trusts  and  subject  to  the  directions 
"hereinafter  contained  concerning  the  same."  By  para- 
graph II  of  the  will  the  trustees  were  directed,  within 
fourteen  days  of  the  decease  of  the  testator,  to  oflfer  the  said 
mill  and  premises,  &c.,  for  sale  to  the  testator's  nephew  at  a 
certain  price  and  subject  to  certain  conditions.  The 
summons  was  issued  for  the  purpose,  inter  alia,  of  deciding 
the  following  question — whether  the  sums  standing  to  the 
credit  of  the  business  account  of  the  above-named  testator. 
Ben  Haigh,  with  his  bankers  at  the  time  of  his  death  were 
included  in  the  bequest  to  his  trustees  made  by  paragraph  10 
of  his  will. 

JUDGMENT. 

Parker,  J.,  said  that  he  did  not  think  that  the  testator 
meant  to  include  the  bank  balance  in  the  assets  as  to  which  an 
option  to  purchase  was  given  to  his  nephew.  The  expression 
"  all  book-debts  owing  to  me  and  the  benefit  of  all  contracts 
entered  into  by  me,"  &c.,  might  be  argued  to  include  the 
bank  balance,  but  those  words  really  appeared  to  mean  debts 
which  were  due  to  the  business  and  which,  in  the  ordinary 
course  of  business,  would  pass  through  the  business  Ledgers, 
and  also  contracts  entered  into  in  the  ordinary  way,  and 
forming  part  of  the  business  as  a  going  concern,  which 
would  be  included  in  the  goodwill  of  the  business.  The 
testator  had  provided  that  if  his  nephew  did  not  exercise  the 
option  of  purchase,  his  trustees  were  to  "  sell  and  dispose  of 
"  the  said  business,  and  the  said  mill,  machinery,  and 
"premises."  He  did  not  think  that  a  bank  balance  could 
form  a  part  of  property  capable  of  being  dealt  with  in  suc^ 
a  way  as  that.    He  was,  therefore,  unable  to  say  that  f 
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bank  balance  was  included  in  the  assets  in  question.  This 
view  was  more  or  less  supported  by  the  authorities,  and 
particularly  by  the  case  of  Re  Stevens,  Stevens  v.  Keily  (1888, 
W.  N.,  Part  I,  p.  no,  see  correction  at  p.  116),  which  was 
followed  by  Warrington,  J.,  in  the  case  of  Dawson  v.  Isle 
(190C,  I  Ch.  633), 

(51  S.J.  343.) 


Bankruptcies  and  Insolvencies. 

KING'S    BENCH   DIVISION. 

March  19. 

(Before  Bigham,  J.) 

Re  Sims ;  ex  fatte  Board  of  Trade. 

Bankruptcy — Trustee — Improper  Retainer  of  Money  of  the 
Estate  hy  the  Trustee — Penal  Interest  exacted  for  such  Mis- 
conduct— Conflicting  Claims  of  Estate  and  Treasury  to  such 
Interest— Bankruptcy  Act^  1883  (46  6*  47  Vict.  c.  52), 
5.  74,  sub-sees.  I  and  6. 
Application  by  the  Board  of  Trade  against  the  former 
trustee  in  the  bankruptcy.  The  trustee  in  the  bankruptcy 
had  retained  in  his  hands  a  sum  of  about  /300  for  a  period 
of  two  years  before  paying  it  into  the  Bankruptcy  Estates 
Account  at  the  Bank  of  England  instead  of  paying  it  in 
within  ten  days,  and  had  thereby  rendered  himself  liable  to 
pay  interest  on  the  amount  so  retained  at  the  rate  of  twenty 
pounds  per  centum  per  annum  (Bankruptcy  Act,  1883,  s.  74, 
sub-section  C).  This  penal  interest  amounted  to  ;f  109,  and 
there  was  due  from  the  estate  to  him,  on  the  other  hand,  the 
sum  of  £go.  The  trustee  did  not  dispute  his  liability  to  pay 
the  penal  interest,  but  the  Board  of  Trade  doubted  whether 
they  could  allow  him  to  set  oflf  against  it  the  £go  due  to  him 
from  the  estate.  This  question  depended  on  whether  the 
penal  interest  went  to  the  credit  of  the  bankrupt's  estate  or 
was  payable  to  the  Treasury.  The  practice  had  been  to 
treat  it  as  due  to  the  Treasury,  but  the  question  had  been 
submitted  in  1904  to  Mr.  Montagu  Muir  Mackenzie,  then 
counsel  to  the  Board  of  Trade,  for  his  opinion,  and  he  had 
given  two  opinions  to  the  efifect  that  the  money  should  be 
treated  as  due  to  the  bankrupt's  estate.  The  Board  of  Trade 
desired  the  judgment  of  the  Court  upon  the  question,  and 
moved  for  a  declaration  :  (i)  That  the  trustee  was  liable  to 
pay  ;f  109  to  the  Bankruptcy  Estates  Account ;  (2)  that  the 
Board  of  Trade  was  entitled  to  apply  the  sum  of  /90  due 
from  the  bankrupt's  estate  to  the  trustee  in  part  satisfaction 
of  the  /109  due  from  the  trustee ;  (3)  for  an  order  that  the 
trustee  should  pay  over  to  the  Board  of  Trade  the  balance 
of  /19.  Counsel  for  the  Board  of  Trade  read  the  opinions 
of  Mr.  Muir  Mackenzie  in  support  of  the  motion.  The 
trustee  did  not  appear. 

JUDGMENT. 

Bigham,  J.,  agreed  with  the  views  of  Mr.  Muir  Mackenzie, 
\ad  held  that  the  ;f9o  could  be  set  off  against  the  /109. 


The  reason  for  the  exaction  of  a  penal  rate  of  interest  from 
a  trustee  who  improperly  retains  money  of  the  estate  of  a 
bankrupt  in  his  hands  is  that  it  may  be  fairly  inferred  that 
he  has  been  using  the  money  to  make  a  profit  on  his  own 
account,  and  that  any  such  profit  is  money  received  to  the 
use  of  the  estate  and  ought  to  have  been  paid  into  the  Bank- 
ruptcy Estates  Account  under  section  74,  sub-section  i,  of 
the  Bankruptcy  Act,  1883.  The  penal  interest  exacted  is 
therefore  money  which  the  trustee  owes  to  the  bankrupt's 
estate,  and  is  not  due  to  the  Treasury.  An  order  was  made 
in  the  terms  of  the  notice  of  motion. 
(51  S.J.  345  ) 


Income  Tax. 

HOUSE    OF    LORDS. 
March  19. 

The   Attorney-Oeneral  v.  The   London   County 
Council  and  otherf. 

Revenue — Income  Tax -Owner  Occupying  Land  Charged  c;/A 
Redemption  of  Stock — Payment  of  Tax  on   Land — Pay 
ment  of  Interest  on  Stock  less  Tax — Right  to  Retain  i  a? 
of  Tax  Deducted  from  Stock  Dividends  a  Sum  Equivalent 
to  Tax  Paid  on   La  mi — Income  Tax  Act,   1842  (5  iS*  6 
Vict.    c.   35) — Customs  and  Inland   Revenue  Act,  I{^6^ 
(51  &>  52  Vict.  c.  8). 
A  public  body  which  issues  stock  on  which  it  pays  divi- 
dends after  deducting    tax,  and    also  owns  and  occupies 
premises  for  its  statutory  duties  on  which  it  pays  tax  under 
Schedule  A,  is  not  entitled  to  recoup  itself  for  this  tax  out  of 
the  tax  due  on  the  dividends  on  the  stock. 

Decision  of  the  Court  of  Appeal  (Collins,  M.R.,  Matthew. 
L.J.,  and  Cozens-Hardy,  L.J.).  74  Law  J.  Rep.  K.  B  7S7 ; 
L.  R.  (1905)  2KB.  375.  after  consideration,  reversed. 
(L.J.  196.) 


Miscellaneous. 

KING'S  BENCH  DIVISION. 

March  15. 

(Before  Lawrence,  J.) 

Bank  of  England  v.  Cutler;  Bartrum,  Third  Party. 

Inscribed  Stock — Identification  of  Transferor — Forged  Trans/ » 
— Liability  of  Broker, 

This  was  an  action  by  the  plaintiffs  against  the  defentlar.: 
for  /i,662  IIS.  9d,  as  damages  for  breach  of  a  warranty  k*' 
the  identity  of  a  Miss  M.  M.  Pearson,  or  in  the  altematne 
on  an  implied  contract  of  indemnity.  The  facts  and  the 
arguments  appear  very  fully  in  the  judgment. 

JUDGMENT. 

Mr.  Justice  A.  T.  Lawrence,  in  delivering  a  written  judg- 
ment, said  this  action  arises  out  of  a  fraud  perpetrated  ts 
October  1903  upon  Miss  Marian  May  Pearson,  an  unmarried 
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lady  living  at  Bridge  Avenue,  Hammersmith,  by  her  half- 
sister,  Annie  Pearson,  and  a  connection  by  marriage,  one 
Jeannie  Pearson.  Miss  Pearson  was  the  owner,  duly 
inscribed  in  the  books  of  the  Bank  of  England,  of  India 
Three-and-a-Half  per  Cent,  stock  to  the  amount  of 
/ 1,544  15s.  These  two  women  obtained  possession  of  the 
stock  receipt  for  this  amount  of  stock.  They  desired  to 
borrow  money,  and  in  order  to  do  so  Jeannie  personated 
Miss  Pearson  and  forged  her  name  to  a  transfer  in  the  Bank 
books.  They  contrived  to  conceal  these  facts  by  paying 
Miss  Pearson  the  dividends  until  1905,  when  the  fraud  was 
discovered  and  they  were  prosecuted.  They  were  convicted 
of  forgery  at  the  Old  Bailey  on  January  i  1906.  In  this 
transaction  the  defendant  acted  as  witness  to  the  identity  of 
Marian  May  Pearson.  He  did  not  know  Miss  Pearson,  and 
he  was  deceived  when  he  identified  Jeannie  Pearson  as 
Marian  May  Pearson.  The  plaintiffs  bring  this  action 
against  the  defendant  in  respect  of  his  acts  in  the  matter. 
The  defendant's  good  faith  is  admitted,  and  also  that  he 
would  not  be  liable  for  a  mere  innocent  misstatement  of 
f«act.  But  the  plaintiifs  say  the  facts  of  the  case  bring  him 
within  the  principle  of  liability  established  by  Collen  v. 
Wright  (8  E.  and  B.  647),  and  many  other  cases.  The  state- 
ment of  claim  is  framed  upon  an  implied  warranty  and 
promise  of  indemnity.  It  becomes  necessary  to  state  the 
facts.  The  India  stock  in  question  was  issued  pursuant  to 
the  statute  42  &  43  Vict.  c.  60,  and  43  Vict.  c.  10.  By  these 
statutes  books  are  required  to  be  kept  at  the  Bank  of 
England  wherein  entries  of  the  stock  issued  are  to  be  made, 
and  all  transfers  and  assignments  are  to  be  executed  by  the 
stockholders,  no  other  mode  of  transfer  or  assignment  being 
good  or  available  in  law.  It  is  the  long-established  practice 
of  the  Bank  of  England  to  permit  stockholders  to  make 
transfers  in  the  Bank  books  only  when  they  are  identified  as 
the  persons  owning  the  stock  by  persons  of  one  of  three 
classes — (i)  certain  high  officers  of  the  Bank  of  England ; 
(2)  the  past  and  present  representatives  of  private  banks  ;  (3) 
members  of  the  London  Stock  Exchange  and  their  clerks 
whose  names  are  upon  a  list  kept  at  the  Bank.  The  privilege 
of  being  upon  this  list  of  brokers  is  obtained  by  the  introduc- 
tion of  a  member  already  upon  the  list.  A  member  upon 
the  list  can  have  his  clerk's  name  put  upon  it  by  signing  a 
document  making  himself  responsible  for  the  acts  of  his 
clerk.  There  are  some  3,000  members  on  the  list,  and  it  is 
clearly  a  privilege  valuable  to  brokers  who  deal  in  Govern- 
ment securities.  The  defendant's  name  was  upon  this  list. 
On  October  9  1903  Mr.  Nuttall,  the  managing  clerk  of  Mr. 
J.  Arscott  Bartrum,  a  solicitor  who  had  acted  as  solicitor 
for  the  defendant,  waited  upon  him  at  his  office  and 
instructed  the  defendant  to  prepare  a  transfer  of  this  stock 
and  to  put  forward  a  "  ticket."  The  necessary  particulars 
were  furnished  to  the  defendant,  and  it  was  explained  to 
him  that  the  consideration  was  5s.,  as  it  was  for  the  purpose 
of  a  loan  of  / 1,200  by  one  Tottenham  to  Miss  Pearson. 
The  defendant  took  it  for  granted  that  the  woman  Jeannie 


who  was  introduced  to  him  as  Miss  Marian  May  Pearson 
was  in  fact  that  lady.  He  accordingly  gave  his  clerk 
instructions  to  prepare  the  necessary  ticket  and  stock 
receipt,  and  sent  him  to  the  Bank  with  the  ticket,  saying  he 
would  attend  later  in  the  day  and  carr>'  through  the  transfer. 
This  ticket  which  was  "  put  forward  "  by  the  defendant 
gives  the  particulars  necessary  for  the  preparation  by  the 
Bank  officials  of  the  transfer  in  the  books.  As  it  was  after 
I  o'clock  in  the  day,  the  payment  of  a  fee  of  2s.  6d.  was 
necessary  if  the  matter  was  to  proceed  forthwith.  The 
clerk  paid  the  fee,  had  the  ticket  stamped  "  fee  paid,"  and 
then  took  the  ticket  so  marked  to  the  transfer  department. 
Later  in  the  day  the  defendant  attended  at  the  transfer 
department  with  the  women,  and  carried  out  the  transfer  in 
the  ordinary  formal  manner,  except  that  the  transfer  in  the 
Transfer  Book  inscribed  in  accordance  with  the  instructions 
contained  in  the  ticket  was  executed  by  Jeannie's  forging 
the  name  of  Marian  May  Pearson.  The  defendant  signed 
the  book  identifying  the  woman  Jeannie  as  Marian  May 
Pearson.  The  usual  stock  receipt  was  also  signed,  was 
witnessed  by  the  Bank  official,  and  was  handed  by  the 
defendant  to  the  solicitor.  The  defendant  subsequently 
sent  in  his  account  to  the  solicitor  and  was  paid  his  charges, 
which  he  fixed  at  £1  3s.  6d.  The  stock  receipt  showed  a 
transfer  of  the  stock  to  Abraham  Loftus  Tottenham  in  con- 
sideration of  5s.  Abraham  Loftus  Tottenham  had  an 
account  at  Messrs.  Coutts's  bank,  which  account  was 
operated  upon  by  his  son  Loftus.  Loftus  had  arranged  to 
make  a  loan  to  the  women,  and  had  applied  to  Messrs. 
Coutts  for  an  advance  for  the  purpose.  They  declined  to 
make  any  advance  unless  upon  security  duly  vested  in  them. 
This  stock  was  accordingly,  on  October  19  1903,  transferred 
by  Abraham  Loftus  Tottenham  in  the  Bank  books  to 
Messrs.  Coutts  &  Co.,  and  advances  were  then  made  against 
it.  Subsequently  the  stock  was  sold  by  Messrs.  Coutts  on 
the  Stock  Exchange  to  Mr.  William  Gibbs,  a  jobber  and 
member  of  the  Stock  Exchange,  and  on  June  17  1904  was 
transferred  to  him  in  the  books  of  the  Bank.  The  price 
was  duly  accounted  for  by  Coutts  &  Co.  to  Tottenham.  In 
1905  Miss  Marian  May  Pearson  discovered  that  Annie  and 
Jeannie  Pearson  had  committed  other  frauds  upon  her,  and 
upon  investigation  discovered  this  transaction.  She  then 
called  upon  the  Bank  to  replace  the  stock.  The  Bank, 
being  advised  that  they  were  liable,  bought  stock  upon  the 
market  at  the  price  of  / 1,649  is.  6d.  and  paid  her  one  divi- 
dend of  £1^  los.  3d.,  which  she  had  not  received  from  the 
forgers.  The  stock  so  bought  was  duly  transferred  in  the 
books  of  the  Bank  to  Miss  Marian  May  Pearson.  The 
Bank  then  brought  this  action  against  the  defendant,  claim- 
ing the  total  sum  of  /1.6C2  iis.  9d.  Did  then  the 
defendant  request  or  direct  the  plaintiffs  to  permit  this 
transfer  of  this  stock  to  be  made  ?  If  he  did,  he  comes 
within  the  well-established  doctrine  expressed  by  Lord 
Davey  in  Sheffield  Corporation  v.  Barclay  (1905,  A.C.,  at 
p.  399)  in  these  words  : — "  Where  a  person  invested  with  a 
"statutory  or  common  law  duty  of  a  ministerial  character 
"  is  called  upon  to  exercise  that  duty  on  the  request,  direc- 
"  tion,  or  demand  of  another  (it  does  not  seem  to  me  ti* 
"  matter  which  word  you  use),  and  without  any  default  c 
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•'  his  own  part  acts  in  a  manner  which  is  apparently  legal, 
' '  but  is  in  fact  illegal  and  a  breach  of  the  duty,  and  thereby 
' '  incurs  liability  to  third  parties,  there  is  implied  by  law  a 
'  •  contract  by  the  person  making  the  request  to  keep 
"indemnified  the  person  having  the  duty  against  any 
•  •  liability  which  may  result  from  such  exercise  of  the  sup- 
"  posed  duty."  The  Bank  does  nothing  with  regard  to  tlie 
transfer  of  stock  until  set  in  motion  by  someone.  Its  only 
duty  is  to  permit  a  transfer  to  be  made  at  the  request  or  by 
the  direction  of  the  stockholder.  It  then  prepares  the 
transfer  in  the  Transfer  Books  without  charge.  The  stock- 
holder can  make  this  request  either  personally  or  by  agent, 
and  either  expressly  or  impliedly.  Did  the  defendant  make 
it  here  and  represent  that  he  made  it  on  behalf  of  the  true 
stockholder?  He  says  himself  that  he  was  instructed  to 
prepare  a  transfer  and  put  a  ticket  forward.  I  think  the 
drawing  up  of  this  ticket,  the  taking  it  to  the  Bank,  the  pay- 
ment of  2s.  6d.  to  get  the  transfer  expedited  and  made 
ready  on  the  same  day,  the  attendance  at  the  Bank  with  the 
proposed  transferor,  and  the  identification  of  the  forger  as 
the  stockholder  constitute,  when  taken  together,  as  distinct 
a  request  to  permit  the  transfer  to  be  made  in  the  books  as 
did  the  ' '  demand  to  act ' '  under  the  power  of  attorney  in 
the  case  of  Starkey  v.  The  Bank  of  England  (1903,  A.C.,  114). 
He  said  in  evidence  that  his  part  of  the  transaction  was 
"  simply  putting  it  through  the  Bank."  I  come,  therefore, 
to  the  conclusion  as  a  matter  of  fact  that  the  defendant  did 
request  the  Bank  to  permit  Marian  May  Pearson  to  make 
this  transfer,  and  did  identify  this  woman  Jeannie  as  Marian 
May  Pearson,  the  true  owner  of  the  stock.  The  legal  effect 
of  this  was  that  he  warranted  that  she  was  Marian  May 
Pearson,  and  promised  to  indemnify  the  Bank  if  she  was 
not.  I  see  no  essential  distinction  between  this  case  and 
that  of  Starkey  v.  The  Bank  of  England  (supra)  or  Sheffield 
Corporation  v.  Barclay  (supra).  What  was  warranted  in  those 
cases  was  authority,  but  authority  is  involved  in  identity. 
The  latter  contains  the  former.  A  false  warranty  of 
identity  involves  a  false  warranty  of  authority  and  the  effect 
is  precisely  the  same.  It  was  argued  for  the  defendant  that 
he  was  a  representative  of  the  Bank  deputed  to  form  a 
judgment  as  to  the  identity  of  the  stockholder,  and  that  he 
could  not  be  required  to  do  more  than  exercise  reasonable 
care.  I  have  not  to  decide  whether  as  between  the  Bank 
and  a  stockholder  the  Bank  are  entitled  to  insist  upon 
evidence  of  identity  being  furnished  by  persons  of  a 
particular  class.  Here  the  Bank  made  no  inquiry  of  or 
request  to  the  defendant,  and  I  cannot  hold,  because  the 
defendant  was  one  of  a  limited  class  of  persons  whose 
identification  the  Bank  was  willing  to  accept  without  further 
inquiry,  that  that  made  him  the  representative  or  agent  of 
the  Bank.  The  defendant  was  in  fact  the  agent  for  reward 
of  the  supposed  transferor.  It  was  further  urged  that  the 
transfer,  being  forged,  was  a  nullity,  and  that  no  damage 
had  been  sustained  by  the  Bank,  because  it  was  not  shown 
that  anyone  had  acted  in  reliance  upon  this  transfer.  This 
argument  was  founded  upon  some  answers  in  cross-examina- 
tion of  Mr.  Covington,  a  gentleman  in  the  loan  department 
of  Messrs.  Coutts.  He  admitted  that  he  did  not  trust 
Loftus  Tottenham,  and  always  had  doubts  about  this 
transaction.  It  was  clear  to  me  that  what  he  meant  was 
'^trust  of  Loftus  Tottenham  personally,  and  not  of  this 
sfer.     He  had  insisted   upon  having  the  stock   trans- 


ferred so  2^  to  have  the  legal  title  in  the  Bank  before 
making  the  advance,  and  as  it  was  transferred  to  Tottenham 
for  a  nominal  consideration  he  was  anxious  that  Loftus 
Tottenham  should  not  deprive  the  supposed  transferor  of 
her  beneficial  interest ;  to  this  end  he  frequently  communi- 
cated with  the  person  he  supposed  to  be  Miss  M.  M. 
Pearson,  and  obtained  her  written  authority  for  dealing 
with  the  stock.  He  did  not  say,  and  I  see  no  ground  far 
supposing,  that  he  did  not  rely  in  making  the  advances 
entirely  upon  the  genuine  character  of  this  supposes! 
transfer.  I  am  convinced  that  he  did.  He  supposed,  of 
course,  that  the  transferor  and  the  p>erson  with  whom  he 
was  communicating  was  the  genuine  Miss  Pearson  ;  in  fact, 
it  was  in  both  cases  the  forger  Jeannie.  It  was  next  urged 
that  upon  the  pleadings  and  particulars  no  damage  was 
shown  to  the  plaintiffs,  because  no  facts  to  raise  an  estoppel 
were  alleged  therein,  and  no  opportunity,  except  by  cross- 
examination  at  this  trial,  had  been  afforded  to  the  defendant 
of  investigating  the  bona  fides  of  the  subsequent  transactions. 
This  argument  was  founded  upon  the  alleged  effect  of  the 
judgment  in  Davis  v.  the  Bank  of  England  (2  Bing.,  393). 
It  was  said  that  the  transfer,  being  forged,  was  a  nullity, 
that  neither  Gibbs  not  Messrs.  Coutts  nor  Tottenham  have 
made  any  claim  upon  the  Bank  ;  therefore,  when  the  Bank 
bought  stock  for  Miss  Pearson  they  made  a  voluntary- 
expenditure,  for  they  could,  it  was  said,  have  replaced  her 
name  on  the  books  without  doing  so.  I  think  this  argument 
erroneous  and  the  pleadings  sufficient.  If  I  had  not  done 
so,  I  should  have  given  leave  to  amend,  and  made  any 
reasonable  adjournment  the  defendant  might  ask.  The 
decision  in  Davis's  case  upon  counts  i  and  3  went  upon  the 
fact  that  neither  the  pleadings  nor  the  verdict  alleged  any 
refusal  on  the  part  of  the  Bank  to  replace  the  stock.  When 
the  forged  transfer  is  said  to  be  a  nullity  that  merely  means 
that  it  had  no  effect  upon  the  plaintiffs  property  ;  her  title 
^o  ;fi.544  15s-  worth  of  stock  remained  intact.  But  the 
subsequent  transfers  cannot  be  struck  out  of  the  Bank  books 
except  as  the  result  of  •an  action  wherein  the  transferees 
have  been  shown  to  be  affected  by  complicity  in  the  fraud. 
Prima  facie  a  transfer  which  the  Bank  has  permitted  is  valid, 
and  if  acted  upon  bond  fide  and  for  value  the  Bank  is  stopped 
as  well  from  touching  it  as  from  saying  that  it  is  invalid. 
Therefore,  when  in  October  1903  Messrs  Coutts  and  Co. 
made  advances  bond  fide  upon  the  faith  of  this  transfer,  as  I 
am  satisfied  they  did,  there  was  a  complete  and  binding 
estoppel  against  the  Bank .  To  then  reinstate  Miss  M.  M. 
Pearson's  name  in  the  books  would  be  ultra  vires  of  the 
Bank,  for  it  would  place  on  the  books  more  stock  than  was 
authorised  by  the  Act  of  Parliament,  or  if  there  was  stock 
still  unissued,  would  be  a  flagrant  breach  of  duty,  for  it 
would  be  an  attempt  to  pledge  the  credit  of  the  countn- 
for  a  sum  that  had  not,  and  could  not,  reach  the  Treasunr. 
All  the  Bank  could  do  when  called  upon  by  Miss  Pearson  in 
December  1905  was  to  replace  this  amount  of  stock  in  her 
name  by  purchasing  it  and  conveying  it  to  her.  There  is  no 
identity  in  stock,  and  when  this  had  been  done  her  property 
in  law  and  her  apparent  title  upon  the  books  would  once 
more  accord.  I  think  this  view  is  shown  to  be  correct  by 
the  judgment  of  Vice-Chancellor  Kindersley  in  Shman 
V.  the  Bank  of  England  (14  Simon,  475).  There  must  be 
judgment  for  the  plaintiffs  for  the  amount  claimed,  with 
costs.  (Times.) 
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Bankruptcies  and  Insolvencies. 

COURT  OF   APPEAL. 

March  16. 

(Before   Cozbns-Hardy,  M.R.,  Vaughan-Williams  and 

BUCKLBY,  L.J  J.) 

In  re  Van  Laun ;  ex  pavu  Chatterton. 

Bankruptcy— Proof— Solicitor's  BUI  of  Costs — Amount  agreed 

by  Client— Account  Stated— Payment— Power  of  Trustee  to 

Reopen — Solicitors  Act,  1843  (6  (S*  7  Vict.  c.  73),  sees,  37. 

41— Bankruptcy    Act,    1883    (46    S*   47    Vict,  c.  52), 

Scked,  II.,  r.  22. 

This   was  an  appeal    from  a  decision   of   Mr.   Justice 

Bigham's,  sitting  as  a  Judge  in  Bankruptcy,  reported  35  Acct. 

L.R.  p.  78 ;  (1907)  I  K.B.  155.  The  case  raised  a  question  of 

considerable  importance  to  solicitors.    The  facts  were  as 

follows  :— 

Mr.  H.  T.  Van  Laun,  the  debtor,  for  some  years  before 
his  bankruptcy  in  March  1906,  was  engaged  in  large  financial 
transactions,  and  employed  Mr.  Chatterton,  who  was  a 
solicitor,  to  act  for  him  in  numerous  matters,  principally 
contentious  business,  and  during  this  period  Mr.  Chatterton 
collected  some  /i6,ooo  for  the  debtor,  of  which  abont 
;f  13,000  passed  through  his  hands.  From  March  1901  to 
June  1905  Mr.  Chatterton  furnished  the  debtor  with  Cash 
Accounts  showing  his  receipts  and  payments  on  behalf  of 
the  debtor,  and  on  four  occasions  these  accounts  were 
balanced.  On  each  of  these  occasions  Mr.  Chatterton 
produced  his  draft  bill  of  costs,  and  the  debtor  went  through 
it  and  agreed  the  amount  of  it,  which  sum  was  debited 
against  him  in  the  Cash  Account,  and  then  the  debtor  wrote 
at  the  foot  of  the  account,  **  I  agree  this  account,"  and  added 
his  signature  and  the  date.  On  each  of  these  occasions  the 
debtor  also  requested  Mr.  Chatterton  not  to  deliver  to  him 
a  detailed  bill  of  costs.  January  5  1905  was  the  third 
occasion  on  which  the  account  was  balanced,  and  it  showed 
a  sum  of  ;^3,8i8  14s.  id.  due  to  Mr.  Chatterton  for  costs, 
and  on  January  10  1905  the  debtor  executed  a  mortgage  in 
favour  of  Mr.  Chatterton  whereby,  after  reciting  that  the 
debtor  was  indebted  to  Mr.  Chatterton  for  costs  in  respect 
of  business  done  and  professional  services  rendered  by  Mr. 
Chatterton,  and  an  account  of  such  indebtedness  had  been 
stated  and  settled  and  agreed  between  them  at  /3,8i8  14s.  id. 
and  that  the  debtor  had  requested  Mr.  Chatterton  to  continue 
to  act  for  him  as  his  solicitor  in  various  matters,  the  debtor 
covenanted  to  pay  Mr.  Chatterton  the  ^3,818  14s.  id.  with 
interest,  and  also  all  other  sums  to  become  due  for  business 
transacted  for  the  debtor  by  Mr.  Chatterton ;  and  the  debtor 
thereby  charged  substantially  the  whole  of  his  property  with 
payment  to  Mr.  Chatterton  of  all  moneys  and  interest 
secored  by  the  covenant.    The  fourth  occasion  on  which 


the  account  was  settled  was  August  9  1905,  when  the  agreed 
sum  due  to  Mr.  Chatterton  for  costs  to  June  30  1905  was 
^6,326  15s.  lod.  In  April  1906  Mr.  Chatterton  lodged  a 
proof  against  the  debtor's  estate  for  ^7,352  i  is.  4d.,  based 
on  the  covenant  in  the  mortgage  of  January  10  1905.  This 
sum  was  made  up  of  the  ^6,326  15s.  lod.  and  ^(225  158.  6d. 
for  interest,  and  a  sum  of  /800  for  professional  services 
rendered  from  June  30  1905  to  January  4  1906.  Mr. 
Chatterton  also  claimed  that  the  ^6,326  158.  lod.  was  due 
to  him  on  an  account  stated.  In  July  the  trustee  required 
Mr.  Chatterton  to  supply  further  particulars  of  his  proof, 
including  vouchers  ior  all  payments  in  the  stated  account 
from  March  1901  to  December  1904,  and  details  with  items 
of  the  sums  agreed  for  costs  on  each  of  the  four  occasions 
when  the  accounts  were  balanced  as  above-mentioned.  Mr. 
Chatterton  refused  to  furnish  these  particulars  on  the  ground 
that  the  stated  account  could  not  be  reopened,  and  there- 
upon the  trustee  rejectee}  the  whole  of  the  proof.  Against 
this  rejection  Mr.  Chatterton  appealed  to  the  Judge  in 
Bankruptcy.  It  was  admitted  that  a  bill  of  costs  must  be 
delivered  in  respect  of  the  ;f  800,  but  as  to  the  ;f  6,326 15s.  lod. 
it  was  contended,  on  behalf  of  Mr.  Chatterton,  that  it  was 
competent  for  the  debtor  to  waive  delivery  of  bills  of  costs 
for  the  agreed  sums  in  the  accounts ;  that  it  was  now  too 
late  for  the  debtor,  more  than  12  months  having  expired 
since  the  several  sums  were  settled  and  agreed,  to  reopen 
the  stated  accounts,  and  that  the  trustee  was  in  no  better 
position.  Mr.  Justice  Bigham,  in  a  considered  judgment, 
held,  that  as  between  the  trustee  in  bankruptcy  and  the 
solicitor,  the  trustee  represented  the  general  body  of  the 
creditors,  and  was  entitled  to  go  behind  the  covenant  in  the 
mortgage  and  the  stated  account,  and  to  require  satislnctory 
evidence  before  admitting  the  proof  that  the  claim  for  costs 
represented  a  genuine  debt.  From  this  judgment  Mr. 
Chatterton  appealed. 

JUDGMBNT. 

The  Court,  without  calling  upon  the  respondent's  counsel, 
dismissed  the  appeal. 

The  Master  of  the  Rolls,  in  the  course  of  his  judgment, 
said  there  was  no  reasonable  doubt  as  to  the  accuracy  of 
Mr.  Justice  Bigham's  judgment,  which,  |^hongh  short  upon 
this  part  of  the  case,  could  not  be  improved  upon.  Having 
stated  the  facts  and  the  terms  in  which  Mr.  Chatterton's 
proof  had  been  rejected  by  the  trustee,  his  Lordship  said 
there  were  two  circumstances  in  this  case  which  ought  to  be 
particularly  regarded ;  the  first  was  the  relationship  in  which 
Mr.  Chatterton  stood  to  the  debtor,  the  relationship  of 
solicitor  and  client,  one  of  the  most  fiduciary  relations  known 
to  the  law,  and  one  that  made  it  exceedingly  difficult  for  Mr. 
Chatterton  to  rely  on  a  mortgage  for  his  costs  like  the  mort* 
gage  in  this  case ;  the  second  was  the  position  of  the  trustee 
in  bankruptcy,  the  trustee  occupying  a  different  position 
many   respects  from  that  occupied  by  the  debtor. 
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present  caae  was  not  the  case  of  a  trustee  in  bankruptcy 

requiring  the  delivery  and  taxation  of  a  bill  of  costs  after 

payment;  it  was  the  case  of  a  creditor  coming  into  the 

bankruptcy  to  prove  for  his  debt  and  being  met  by  the 

trustee  with  a  request  for  such  information  as  would  enable 

him,  in  the  course  of  his  duty  to  the  other  creditors,  to 

examine  into  this  particular  proof  and  the  grounds  upon 

which  it  was  made.    It  had  been  argued  that  there  was  no 

authority  to  show  that  the  Court  could  go  behind  a  covenant 

of  this  sort,  but  it  was  admitted  that,  even  if  a  judgment  had 

been  obtained  on  such  a  covenant,  still  the  Court  could  go 

behind  such  a  judgment,  and  it  certainly  could  go  behind 

the  covenant  and  see  that  the  amount  for  which  it  was  given 

was  correct.    In  this  particular  case  the  judgment  obtained 

by  Mr.  Chatterton  on  this  covenant  had  been  set  aside.    In 

cases  of  this  kind  the  Court  had  a  right,  and  it  was  its  duty, 

to  investigate  the  nature  and  grounds  of  all  claims  against 

the  debtor's  estate.    It  did  not  at  all  follow  as  the  result  of 

this  appeal  that  Mr.  Chatterton  might  not  hereafter  be  able 

to  prove  for  the  full  amount  of  his  present  claim.    All  that 

the  Court  was  now  deciding  was  that  the  trustee  had  a  right 

to  say,  "  I  will  not  admit  this  proof  until  you  furnish  me 

with  the  means  of  judging  whether  it  is  correct  or  not." 

This  point  was  very  clearly  put  by  Mr.  Justice  Bigham  when 

he  said,  "The  trustee's  right  and  duty  when  examining  a 

"  proof  for  the  purpose  of  admitting  or  rejecting  it  is  to 

"  require  some  satisfactory  evidence  that  the  debt  on  which 

'  *  the  proof  is  founded  is  a  real  debt .    No  judgment  recovered 

*'  against  the  bankrupt,  no  covenant  given  by  or  account 

"  stated  with  him,  can  deprive  the  trustee  of  this  right.    He 

"  is  entitled  to  go  behind  such  forms  to  get  at  the  truth,  and 

• '  the  estoppel  to  which  the  bankrupt  may  have  subjected 

"himself  will  not  prevail  against  him.    In  the  present  case 

"the  trustee  desires  to  satisfy  himself  that  the  claims  for 

"  costs  represent  a  real  indebtedness.    He  can  only  do  this 

•'  by  seeing  and  examining  the  bills.    When  he  sees  them  it 

"  may  be  that  he  will  think  them  fair  and  reasonable,  and, 

"if  so,  he  will  probably  admit  the  proof.    But  until  Mr. 

"  Chatterton  furnishes  him  with  the  means  of  forming  an 

"  opinion  I  think  the  trustee  cannot  do  otherwise  than  reject 

*  •  the  proof. ' '    For  these  reasons  his  Lordship  was  of  opinion 

that  the  judgment  of  Mr.  Justice  Bigham  was  quite  right, 

and  that  the  appeal  must  be  dismissed  with  costs. 

Lord  Justice^Taughan  Williams  concurred. 

Lord  Justice  Buckley  delivered  a  short  judgment  to  the 

same  effect. 

(23  Tima  Law  Reports,  384.) 


KING'S  BENCH  DIVISION. 

March  18. 

(Before  Bigham,  J.) 

Re  Qrant  Richards;  ex  parte  Warwick  Deeping. 

BanltrHptty-^Author   and   Publisher^Sale     of    Copyright- 
Claim  for  Royalties. 
Motion  by  Mr.  Warwick  Deeping,  an  author,  against 
the  trustee  of  tb^  est^it^  of  Grant  Richards,  a  publisher, 


for  a  declaration  that  the  iqppUcant  was  entitled,  under 
the  terms  of  an  agreement  of  the  23rd  of  April  Z903»  to 
be  paid  in  full  his  proportion  of  the  royalties  received  by 
the  trustee  since  the  3rd  of  February  1905  from  certain 
American  publishing  firms  in  respect  of  sales  made  bj 
them  of  books  entitled,  **Uther  and  Igraine,"  "Love 
Among  the  Ruins,"  and  "The  Slanderers,"  and  for  an 
account  of  such  royalties.  By  the  agreement  of  the 
23rd  of  April  1903  (clause  i).  Grant  Richards  agreed  to 
purchase  and  Warwick  Deeping  to  sell  the  entire  copy- 
right without  any  reserve  in  the  United  Kingdom  and  all 
other  parts  of  the  world  of  "  Uther  and  Igraine  "  and  all 
future  editions  thereof,  in  consideration  of  the  payment 
of  certain  varying  royalties.  By  clause  3  the  publisher 
had  the  absolute  right  to  sell,  assign,  or  otherwise  dis- 
pose of  all  his  rights  in  the  book  for  the  Colonies  and 
foreign  coumtries,  and  was  to  pay  the  author  one-half  of 
the  net  profits  rSceived  by  him  under  any  such  sales  or 
assignments.  Clause  4  provided  that  certain  other 
royalties  were  to  be  payable  to  the  author  on  editions 
sold  to  the  United  States.  Clause  15  provided  that  the 
author  was  to  sell  to  the  publisher  the  copyright  of  all 
works  completed  by  the  author  within  five  years  of  the 
date  of  the  agreement.  Under  this  agreement  Grant 
Richards  purchased  the  three  books  in  question.  A 
receiving  order  was  made  against  him  on  the  17th  of 
January  1905 ;  the  trustee  carried  on  the  business  till 
October  1905,  when  it  was  sold  as  a  going  concern. 
During  this  period  the  trustee  had  effected  sales  of  the 
books  in  the  United  States  and  received  the  proceeds  in 
which  the  applicant  now  claimed  to  share.  Counsel  for 
the  applicant  contended  that  the  royalties  recei\'ed  by  the 
trustee  were  impressed  with  a  trust  in  favour  of  the 
author  and  did  not  form  part  of  the  bankrupt's  estate. 
Counsel  for  the  trustee  contended  that  the  author  had 
merely  a  right  of  proof  for  the  royalties  as  a  debt  due 
under  a  trade  contract. 

JUDGMENT. 

Bigham,  J.,  held  that  by  clause  x  of  the  agreement  the 
author  had  divested  himself  entirely  of  his  copyright,  the 
only  property  he  had  in  the  books.  The  consideration  for 
which  he  sold  it  was  the  payment  of  certain  royalties 
varying  according  to  circumstances.  On  the  bankruptcy 
of  the  publisher  the  entire  property  in  the  copyright 
became  vested  in  the  trustee  to  do  what  he  pleased  with 
and  to  sell  it  for  the  benefit  of  the  bankrupt's  estate.  Tbt 
agreement  was  analogous  to  a  contract  for  the  sale  of 
goods,  and  the  author's  only  right  was  to  prove  for 
damages  for  breach  of  agreement  in  not  paying  tbt 
royalties. 

Application  dismissed. 

(5«  S.J.  345.) 
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March  20. 

(Before  Bigham,  J. 

Re  Saumarez ;  ex  parte  The  Trustee. 

Bankruptcy-^Deed  of  Arrangement  —  Registration^Deeds  of 
Arrangement  Act,  1887  (50  6*  51   Vict,  c.  57),  ucs.  4,  5, 
6,  19. 
Motion  by  the  trustee  in  bankruptcy  to  set  aside  a  deed  of 
arrangement  for  the  benefit  of  creditors  as  void  for  want  of 
registration.      In    October    1905    the   bankrupt  got   into 
difficulties  and  called  a  meeting  of  his  pressing  creditors, 
and  by  a  memorandum  executed  by  such  creditors  and  the 
debtor  on  the  5th  of  October    it  was    agreed    that    the 
creditors  should    take  no  proceedings  against  the  debtor 
upon  certain  conditions,  and  that  the  bankrupt  should  hand 
over  certain  directors'  fees  and  other  assets  to  a  trustee  for 
such  creditors.     On  the  15th  of  January  1906  a  deed  of 
arrangement  was  executed  in  pursuance  of  the  memorandum 
of  October  1905.    It  was  only  binding  upon  the  creditors 
named  therein  who  executed  it,  and  who.  according  to  the 
bankrupt's  affidavit,  were  his  pressing  creditors.     It  was 
not  open  to  the  creditors  not  specified  in  the  deed  to  come 
in  and  take  the  benefit  of  it.   The  debts  due  to  the  creditors 
named  in  the  deed  amounted  to  ^6,056  17s.  7d.,  the  only 
creditors  kept  out  were  four  creditors  to  the  amount  of 
/60  I2S.    Neither  the  memorandum  of  agreement  nor  the 
deed  were  ever  registered.    A  receiving  order  was  made 
against  the  bankrupt  on  the  20th  of  September  1906 ;  he 
was  adjudicated  bankrupt  on  the  24th  of  Sqttember,  and  a 
trustee  was  appointed  on  the  12th  of  October.    The  trustee 
now  moved  to  set  aside  the  deed  as  void  because  it  had  not 
been  registered  as  required  by  the  Deeds  of  Arrangement 
Act,  1887,  sees.  5  and  6,  and  it  was  contended  on  his  behalf 
that  the  deed  was  a  deed  for  the  benefit  of  "  creditors 
generally  *'  within  sections  4  (2)  and  19  of  the  Act.    The 
judgment  of  Vaughan  Williams.  L.J.,  in  Hedges  v.  Preston 
(80  L.T.  847)  was  citdd  as  follows  in  support  of  the  trustee's 
contention :  **  The  object  of  the  Act  is  that  unless  publicity 
' '  is  given  to  a  deed  of  arrangement  by  registration  the 
"deed  shall  be  void.    In  dealing  with  such   an  Act  of 
"  Parliament,  I  should  be  slow  to  hold  that  a  deed  was 
' '  exempt  from  the  necessity  for  that  publicity  because  it 
"was  not  for  the  benefit  of  all  the  creditors."    Counsel  for 
the  respondents  (the  trustees  under  the  deed)  were  not 
called  upon. 

JUDGMBHT. 

Bigham,  J.— This  application  must  be  dismissed.  This 
deed  purports  to  be  made  between  the  debtor  and  certain 
creditors  whose  names  are  to  be  found  in  the  schedule 
thereto,  and  it  was  agreed  that  these  were  not  all  his 
creditors,  .but  that,  as  appears  from  his  affidavit,  they  were 
certain  creditors  who  were  pressing  him.  It  cannot  be  said 
to  be  more  than  an  assignment  for  the  benefit  of  certain 


individuals;  no  other  creditor  than  those  named  in  the 
schedule  could  claim  to  benefit  under  it.  Section  4  of  the 
Deeds  of  Arrangement  Act,  1887,  provides  that  the  Act 
shall  apply  to  any  assignment  of  property  made  by  the 
debtor  for  the  benefit  of  his  creditors  generally,  and  section 
19  defines  "  creditors  generally  "  as  including  all  creditors 
who  may  assent  or  take  the  benefit  of  a  deed  of  arrange- 
ment. It  would  be  a  perversion  to  say  that  a  deed  which  on 
the  face  of  it  is  for  the  benefit  of  certain  named  persons  is 
for  the  benefit  of  creditors  (generally,  and  it  must  therefore 
follow  that  it  is  not  within  the  Act.  Section  19  defines 
such  a  deed  as  one  including  all  creditors  who  may  assent 
thereto.  To  this  deed  creditors  not  named  therein  cannot 
assent.  The  result  of  this  decision  may  be  to  defeat  the 
object  of  the  Act,  but  that  cannot  be  helped  since  the  Act 
cannot  be  construed  otherwise.    Application  dismissed. 

(51  S.J.  357.) 


Miscellaneous. 

KING'S  BENCH  DIVISION. 

February  23. 

(Before  Phillimorb,  J.) 

Furber  v.  Fleldlngs,  Um. 

Moneylenders     Act^     1900 — "  Moneylender  " — Registration  — 

Carrying  on  other  Business — Lending  Money  in  the  course 

of  that  Business — Surveyor  and  Valuer— 6$  6*  64  Vict. 

f.  51,  sees,  2,  6. 

This  was  an  interpleader  issue  directed  to  determine 

the  ownership  of  certain  goods  as  between  a  bill  of  sale 

holder  and  an  execution  creditor.     The  plaintiff  in  the 

issue   was   Mr.   Henry   Aubrey   Furber,   who   carries   on 

business  as  an  auctioneer,  surveyor,  and  valuer,  and  the 

defendants  obtained  judgment  against  a  Mr.   and  Mrs. 

Watts,  the  latter  of  whom  had  given  a  bill  of  sale  to  Mr. 

Furber  for  the  goods  sought  to  be  taken  in  execution  by 

the  defendants.  The  plaintiff  in  the  issue  based  his  claim 

to  the  goods  upon  the  bill  of  sale,  and  the  defendants 

alleged  that  the  bill  of  sale  was  bad  upon  the  ground  that 

the   plaintiff   was    a    moneylender    and    was   not   duly 

registered  under  the  Moneylenders  Act,  1900. 

In  support  of  the  plaintiff's  case  his  brother,  Mr.  R. 
Furber,  a  solicitor,  said  that  he  acted  for  Mrs.  Watts 
and  received  on  her  behalf  the  money  advanced  on  the 
bill  of  sale.  He  applied  to  his  brother's  firm  to  advance 
the  money,  and  they  made  a  valuation  of  the  goods  the 
subject  of  the  bill  of  sale,  and  subsequently  advanced  the 
money  upon  them,  making  a  charge  of  15  per  cent,  on  the 
amount  advanced.  The  plaintiff,  Mr.  H.  A.  Furber,  said 
that  the  business  of  his  firm  was  that  of  auctioneers, 
estate  agents,  and  valuers.  That  was  their  primary  busi- 
ness,   and    recently    Mr.    Justice    Swinfen    Eady    had 
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appointed  his  firm  to  sell  a  large  estate  for  the  Court. 
Their  object  in  advancing  money  upon  bills  of  sale  was 
that  by  that  means  they  obtained  a  valuation  fee,  in  the 
first  instance,  and  the  business  also  brought  them  ia 
touch  with  a  class  of  persons  from  whom  they  got  other 
business.  They  charged  15  per  cent,  interest  as  a  regular 
rate.  They  never  advertised  or  paid  commissions  to 
people  introducing  business,  and  they  never  discounted 
bills  or  lent  money  on  personal  security.  In  1903  they 
had  advanced  money  on  ten  bills  of  sale,  and  in  the 
following  three  years,  respectively  upon  15,  17,  and  22. 
In  cross-examination  he  said  that  he  became  a  partner  in 
the  firm  in  July  1903.  Substantially  any  person  who 
asked  Ihem  for  a  loan  on  the  security  of  chattels  would 
receive  that  loan  if  the  security  were  sufficient  unless 
there  was  some  personal  objection  to  the  applicant. 

Mr.  Montague  Shearman,  for  the  plaintiff,  submitted 
that  the  fact  that  the  plain/tiff  incidentally  advanced 
money  upon  bills  of  sale  in  the  course  of  a  large  legiti- 
mate business  as  a  valuer  did  not  bring  him  widiin  the 
definition  of  a  moneylender  within  section  6  of  the 
Moneylenders  Act,  1900.  That  section  provides  that  "the 
"expression  moneylender  in  this  Act  shall  include  every 
"person  whose  business  is  that  of  moneylending,  or  who 
"^advertises  or  announces  himself  or  holds  himself  out  in 
"any  way  as  carrying  on  that  business,  but  shall  not 
"include  .  ,  .  ,  (d)  any  person  bond  fide  .  .  .  . 
"carrying  on  any  business  not  having  for  its  primary 
"object  the  lending  of  money  in  the  course  of  which  and 
"for  the  purposes  whereof  he  lends  money." 

Mr.  Clavell  Salter,  for  the  defendants,  submitted  that 
the  plaintifi"  ought  to  be  registered  as  a  moneylender.  He 
was  a  man  who  was  ready  and  willing  to  lend  money  to 
all  and  sundry,  provided  they  were,  from  his  point  of 
view,  eligible  applicants.  The  plaintiff  and  his  pre- 
decessors in  the  firm  had  lent  /86,ooo  in  fourteen  years 
on  the  security  of  bills  of  sale.  The  case  he  put  was  that 
the  plainti£E  carried  on  two  legitimate  businesses  at  the 
same  time,  in  respect  of  one  of  which  he  oughA  to  be 
registered  as  a  moneylender.  The  plaintiff  came  within 
the  first  part  of  the  exception  in  section  6  (d)  referred  to 
because  he  was  a  person  who  carried  on  a  bond  fide  busi- 
ness not  having  for  its  primary  object  the  lending  of 
money,  but  he  did  not  come  within  the  second  part 
because  these  transactions  were  not  transactions  in  that 
business  in  the  course  of  which  and  for  the  purposes 
whereof  he  lent  money.  The  large  sum  lent  by  the  plain- 
tiff's firm  had  not  been  lent  in  the  course  of  their  busi- 
x»es8  of  valuers  or  auctioneers,  and  to  say  that  the  busi- 
ness of  advancing  money  could  be  run  together  with  and 
help  the  other  business  was  a  very  different  thing  from 
saying  that  the  lending  of  money  was  a  natur^  incident 
of  the  business  of  an  auctioneer  and  surveyor.     He  svh' 


mitted  that  the  bill  of  sale  transaction  was  illegal,  and 
that  no  property  in  the  goods  passed,  assuming  that  regis- 
tration was  required.  Registration  was  required  under 
section  2,  sub-section  i  {c),  of  the  Act,  because  the  busi- 
ness which  the  plaintiff  bond  fide  carried  on,  apart  from 
moDeylending,  was  a  business  which  did  not  involve  the 
lending  of  money,  and  accordingly  these  moneys  were  not 
lent  in  the  course  of  carrying  on  the  business  of  an 
auctioneer  and  surveyor  within  section  6  of  the  Act. 
That  being  so,  the  bill  of  sale  was  bad  and  the  defend- 
ants were  entitled  to  the  goods,  the  subject  matter  of  the 
action. 

JUDGMENT. 

Mr.  Justice  Phillimore,  in  giving  judgment  for  the 
plaintiff,  said  that  the  question  was  whether  he  was  pre- 
vented from  suing  because  he  was  an  unregistered  money- 
lender. He  would  not  decide  the  question  as  to  whether 
or  not  a  man  who  had  two  bond  fide  businesses,  one  a 
money  lending  business  and  the  other  something  else,  the 
latter  business  not  being  subsidiary  to  the  former,  would 
come  within  section  6  of  the  Act  so  as  to  make  him 
liable  to  criminal  proceedings  under  section  a  for  failing 
to  register  himself.  That  point  might  well  be  taken  if 
criminal  proceedings  were  instituted  in  circumstances 
such  as  he  had  mentioned.  With  regard  to  the  present 
case,  he  imagined  that  the  Legislature  knew  something 
about  business,  and  they  would  know  that  there  were  a 
great  man^  solicitors  who  lent  money  of  tiieir  own  and 
who  received  in  return,  not  merely  and  not  primarily 
interest  on  that  money,  but  profits  on  conveyances  they 
might  draw  in  connection  with  the  advances  or  fees  for 
preparing  mortgage  deeds  and  other  documents,  and  that 
class  of  solicitor  was  certainly  intended  to  be  excluded 
from  the  operation  of  the  Act.  He  thought  in  the  same 
way  that  a  man  who  was  a  salesman  or  a  valuer  might 
advance  money  on  property  which  he  subsequently  had 
to  sell,  and  in  that  way  advance  money  by  way  of  help- 
ing business.  There  was  another  class  of  solicitors  who 
were  held  up  to  scorn,  but  who  performed  a  very  valuable 
service  sometimes  in  taking  up  cases  on  behalf  of  poor 
people  and  children  who  might  have  been  injured.  They 
constantly  lent  money  to  enable  such  persons  to  suppoit 
the  necessary  expenses  of  seeing  doctors  and  other  inci- 
dental expenses.  They  were  entitled  to  do  this  and  to 
have  a  reasonable  interest  for  the  money  they  had  so 
lent.  It  seemed  to  him  that  the  plaintiff  had  brought 
himself  within  the  second  part  of  the  exception  referred 
to  of  section  6  of  the  Act,  as  carrying  on  a  business  ia 
the  course  and  for  the  purposes  of  which  he  lent  money, 
and  that  consequently  he  was  under  no  obligation  to 
register  himself  as  a  moneylender.  That  being  so.  the 
bill  of  sale  was  good  and  the  plaintiff  was  entitled  to 
judgment  as  against  the  execution  creditor. 
(23  Times  Law  Reports,  362.) 
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Bankruptcies  and  Insolvencies. 

COURT  OF  APPEAL. 

March  15. 

(Before  Cozens-Hardy,  M.R.,  Vaughan  Williams  and 
Buckley,  L.J  J.) 

In  re  Van   Laun ;  ex  parte  The  International  Assets 
Company,  Llm. 

Bankruftcy— Discharge — Assets  not  equal  to  los.  in  the  pound 
— Burden  of  Proof— Official  Receiver's  Report — Bankruptcy 
Act,  1890  ^53  6*  54  Vict.  c.  71),  s.  8. 

This  was  an  appeal  by  certain  creditors  of  Mr.  Henry 
Theodore  Van  Laun,  freight  contractor,  St.  Helen's  Place, 
Bishopsgate  Street,  E.G.,  against  an  order  for  discharge 
granted  to  the  debtor  by  Mr.  Registrar  Linklater .  The  debtor 
was  adjudged  bankrupt  on  April  28  last,  and  filed  a  state- 
ment of  affairs  showing  liabilities  amounting  to 
^25,024  13s.  4d.,  and  assets  which  were  estimated  by  the 
bankrupt  to  realise  ^61,447  iis.  7d.  A  sum  of 
/1.327  7s.  3d.  had  been  realised,  and  the  Official  Receiver 
was  of  opinion  that  the  value  of  the  remaining  assets  was 
uncertain.  The  bankrupt  had  stated  that  from  1879  to  1889 
he  carried  on  business  as  a  general  merchant  in  Comhill, 
and  subsequently  in  St.  Helen's  Place.  In  1892  he  acquired 
a  concession  to  construct  a  railway  from  Beira  to  Umtali. 
and  eventually  became  chairman  and  a  director  of  the  Beira 
Railway  Company,  Lim.,  to  which  he  sold  the  concession 
for  ;f  295,000  in  shares.  He  had  since  disposed  of  his  hold- 
ing in  this  company.  He  had  also  entered  into  large 
freight  contracts,  including  a  contract  made  in  1900  with 
the  Imperial  Yeomanry  Committee  for  the  shipment  of 
Hungarian  horses  to  South  Africa ;  a  contract  made  by  him 
and  an  agent  of  the  German  Government  in  August  1900  for 
the  supply  of  cattle  to  German  troops  in  China ;  and  a  con- 
tract for  the  transport  of  Russian  troops  from  Odessa  to  Vladi- 
vostok. The  bankrupt  attributed  his  failure  to  delays  and 
losses  in  connectfon  with  these  contracts.  Mr.  Registrar 
Linklater  granted  the  order  for  discharge.  Some  of  the 
creditors  appealed. 

JUDGMENT. 

The  Court  dismissed  the  appeal. 

The  Master  of  the  Rolls  said  that  this  was  an  appeal 
against  a  decision  of  the  Registrar  who  had  granted  an  order 
of  discharge.  That  had  been  done  under  the  jurisdiction 
conferred  by  section  8  of  the  Bankruptcy  Act,  1890.  The 
preliminaries  required  by  sub-section  i  of  that  section  had 
been  complied  with,  and  his  Lordship  thought  that  on  the 
first  part  of  snb-aection  2  the  jurisdiction  of  the  Registrar  to 


grant  or  refuse  an  order  for  discharge  was  absolute  unless, 
and  so  far  as,  it  was  fettered  by  the  subsequent  proviso,  for 
that  proviso  said,  among  other  things,  that  the  Court  must 
either  refuse  a  discharge,  or  suspend  it,  or  require  the  bank- 
rupt as  a  condition  of  his  discharge  to  consent  to  judgment 
being  entered  against  him  on  proof  of  certain  facts  of  which 
the  material  one  in  the  present  case  was  proof  that  the  assets 
were  not  of  sufficient  value  to  pay  los.  in  the  pound.  By 
sub-section  4  a  bankrupt's  assets  were  to  be  deemed  to  be  of 
a  value  equal  to  los.  in  the  pound  when  the  Court  was 
satisfied  that  the  bankrupt's  assets  had  realised,  or  were 
likely  to  realise,  or  with  due  care  in  realisation  might  have 
realised,  an  amount  equal  to  los.  in  the  pound  on  his 
unsecured  liabilities.  The  proviso  depended  on  proof  of 
the  facts,  and  the  proof  might  be,  and  generally  was,  the 
report  of  the  Official  Receiver,  which  was  made  primd  facie 
evidence  by  sub-section  5,  and  the  Registrar  was  bound  to  con- 
sider the  report  of  the  Official  Receiver.  His  Lordship  had 
looked  at  the  report  of  the  Official  Receiver  in  the  present 
case  with  the  greatest  care,  and  he  could  not  see  that  there 
was  any  evidence  there  on  which  the  Court  could  be  satisfied 
that  the  bankrupt's  assets  could  not  realise  los.  in  the 
pound,  and  he  had  no  doubt  that  it  rested  with  those  who 
wished  to  bring  the  proviso  into  force  to  take  upon  them- 
selves the  burden  of  proof.  He  regretted  that  the  Official 
Receiver  had  not  thought  it  possible  or  consistent  with  his 
duty  to  make  some  definite  statement  upon  which  the  Court 
might  perhaps  have  acted  with  greater  confidence  than  it 
did.  But,  as  the  matter  stood,  his  Lordship  thought  that 
the  learned  Registrar  had  jurisdiction  to  make  the  order  for 
discharge,  because  the  proviso  had  never  come  into  opera- 
tion. It  was  said  that  the  Official  Receiver's  report  was  so 
uncertain  that  the  case  ought  to  have  been  adjourned  for 
further  evidence.  Whatever  members  of  the  Court  might 
have  done  in  the  present  case  if  sitting  as  Judges  of  first 
instance,  his  Lordship  thought  it  would  be  wrong  for  them 
to  interfere  with  the  discretion  of  the  Registrar  on  such  a 
matter  as  the  adjournment  of  a  case.  The  appeal  must, 
therefore,  be  dismissed. 

The  Lords  Justices  also  delivered  judgments  dismissing 
the  appeal. 

(23  Times  Law  Reports,  371.) 


COURT   OF  APPEAL. 
15th  and  26th  March. 
Re  Button ;  ex  parte  Havaslde. 
Bankruptcy — Proof  for  Damages  by  Owner  of  Goods  which 
have  Passed  to  the  Trustee  as  in  Order  and  Disposition  of 
Bankrupt— Bankruptcy  Act,  1883  (46  6*  47  Vict.  c.  52). 
sees.  37,  44. 
Appeal  from  a  decision  of  Bigham.  J.,  given  on  the  21st  of 
January  1907  (reported  36  Acct.   L.R.  32).  affirming  the 
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rejection  of  a  proof  by  the  trustee  in  the  bankruptcy.  The 
bankrupt  had  carried  on  business  as  a  dealer  in  curios  and 
antiques,  and  the  appellant  Havaside  was  a  frequent  customer 
oi  the  bankrupt.  The  bankrupt  filed  his  petition  on  the  loth 
of  March  1906,  and  at  that  date  Havaside  had  about  ;^7oo 
worth  of  goods  on  the  bankrupt's  premises.  Some  of  the 
goods  had  been  bought  from  the  bankrupt,  and  left  with  htin 
until  required,  others  had  been  left  to  be  repaired,  others 
for  the  bankrupt  to  sell.  The  trustee  claimed  these  goods 
as  part  of  the  property  of  the  bankrupt  divisible  among  his 
creditors  on  the  ground  that  they  were  in  the  order  and 
disposition  of  the  bankrupt  with  the  consent  of  the  true 
owner  at  the  date  of  the  commencement  of  the  bankruptcy. 
On  the  25th  of  June  1906  Bigham,  J.,  made  an  order 
allowing  the  trustee's  application:  Rt  Button;  ex  parte 
White  V.  Havaside  {50  S.J.  578).  In  August  1906,  Havaside 
proved  in  the  bankruptcy  for  /715  i6s.  6d.,  the  estimated 
fair  selling  value  of  the  goods,  alternatively  for  the  same 
amount  as  damages  for  breach  of  a  contract  of  bailment. 
The  trustee  rejected  the  proof,  and  Bigham,  J.,  affirmed  the 
trustee's  decision.  Counsel  for  the  appellant  contended 
that  he  was  entitled  to  have  his  proof  admitted  for  damages 
for  breach  of  a  contract  of  bailment.  The  bankrupt's 
contract  was  an  agreement  to  sell  or  re-deliver  the  goods. 
The  bankruptcy  did  not  terminate  the  obligations  of  the 
contract,  but  turned  the  remedy  of  action  for  breach  of 
contract  into  proof,  and  under  the  wide  terms  of  section  37 
of  the  Bankruptcy  Act,  1883,  such  a  claim  was  provable  and 
ought  to  be  admitted.  They  cited  the  dictum  of  Lord 
Redesdale  in  Joy  v.  Campbell  (Sch.  &  L.,  at  p.  338) :  "  If  a 
*•  man  were  to  purchase  goods  and  pay  for  them,  and 
•  •  permitted  them  to  remain  in  the  hands  of  the  seller,  who 
*•  became  bankrupt,  he  would  be  a  creditor  for  the  amount  of 
"the  money  he  paid  for  the  purchase."  If  the  goods  of 
one  man  are  taken  to  pay  for  the  debts  of  another,  he  has 
in  general  a  right  of  indemnity  :  Edmunds  v.  Walling  ford  (33 
W.R.  647,  14  Q.B.D.  811).  They  also  referred  to 
Christian's  Bankrupt  Law,  vol.  i.  p.  214  (2nded..  1818) ; 
Montagu  and  Ayrton's  Bankrupt  Laws  (2nd  ed.,  1844), 
p.  290 ;  Utterson  v.  Vernon  (3  T.R.,  at  p.  548) ;  and  Cooke's 
Bankrupt  Laws  (8  ed.,  1823),  p.  343.  Counsel  for  the 
respondent  contended  that  in  this  case  there  were  no 
liquidated  damages  on  which  a  proof  could  be  based. 
Apart  from  the  bankruptcy,  the  appellant's  only  claim 
would  have  been  for  the  return  of  the  goods  or  damages  for 
their  detention.  The  damages  here  were  caused,  firstly, 
by  the  operation  of  the  statute  ;  secondly,  by  the  default  of 
the  appellant  in  leaving  his  goods  in  the  custody  of  the 
bankrupt  and  not  demanding  their  return.  A  person  injured 
by  the  operation  of  the  statute  has  no  right  to  prove  or  claim 
damages  unless  that  right  is  expressly  given  by  the  statute. 
Such  right  is  given  in  two  cases,  and  in  two  cases  only,  viz., 
in  the  case  of  proof  for  damages  arising  from  disclaimer, 


and  in  the  case  of  proof  for  rent  which  cannot  be  obtained 
by  distress  (sections  55  and  42). 

The  Court  reserved  judgment. 

JUDGMENT. 

March  26. — Cozens-Hardy,  M.R.— I  have  read  and  agree 
with  the  judgment  of  Vaughan- Williams,  L.J. 

Vaughan- Williams,  L.J. — I  think  this  is  a  case  of  great 
difficulty.  Bigham,  J.,  affirmed  the  rejection  of  the  proof 
in  question,  holding  that  there  was  nothing  in  the  two 
contentions  made  before  him,  viz.,  that  by  presenting  his 
own  petition  the  bankrupt  wrongfully  terminated  the 
contract  of  bailment,  and  so  gave  the  appellant  a  right  of 
proof  for  damages  ;  and  that  to  reject  this  proof  would  be 
to  violate  a  well-known  principle  of  law  that  where  one 
man's  goods  are  lawfully  taken  to  satisfy  another  man's 
debt  the  owner  of  the  goods  shall  have  a  remedy  against  the 
debtor  for  an  indemnity:  Exall  v.  Partridge  (3  T.R.  308). 
Edmunds  v,  Wallingford  (14  Q.B.D.  811).  I  agree  with  him 
as  to  the  first  contention,  for  a  man  has  a  perfect  right  to 
file  his  own  petition  :  Ex  parte  Painter  (43  W.R.  144  ;  1895. 
I  Q.B.  85),  but  I  do  not  agree  as  to  the  second.  There  is 
very  little  authority  upon  the  point,  because  in  all  the 
Bankruptcy  Acts  prior  to  1869  goods  in  order  and  disposition 
did  not  pass  to  the  trustee  upon  adjudication,  but  an  order 
for  the  sale  was  required  in  order  to  vest  them  in  the 
trustee :  Heslop  v.  Baker  (6  Exch.  740).  Further,  under  the 
old  laws  there  could  be  no  proof  in  a  claim  of  this  kind, 
because  the  only  claims  provable  were  those  which  were  in 
existence  at  the  date  of  the  commencement  of  the  bank- 
ruptcy. Such  authorities  as  there  are  are  cases  where  there 
was  a  debt  which  had  arisen  in  respect  of  the  goods  in 
question,  e^.,  cases  where  a  purchaser  had  left  goods 
bought  by  him  in  the  hands  of  the  vendor,  and  none  of 
them  carry  one  very  far.  (His  Lordship  then  referred  to  the 
authorities  cited  in  the  argument.)  I  shall  deal  with  thii 
case  independently  of  any  authorities,  except  the  cases  oi 
ExaU  V.  Partridge  and  Edmunds  v.  Wallingford.  I  think  the 
principle  of  those  authorities  applies,  and  that  the  severity 
of  the  doctrine  of  reputed  ownership  may  be  mitigated  by 
allowing  the  admission  of  the  proof  in  this  case. 

Buckley,  L.J.  (after  stating  the  facts). — In  this  case,  apan 
from  the  bankruptcy,  the  creditor  would  have  had  a  right  oi 
action  against  the  debtor.  The  statute  has  taken  away  his 
goods,  but  I  do  not  think  it  has  taken  away  his  remedies  for 
the  loss  of  his  goods.  It  is  quite  true  that  if  the  appellant 
is  right  the  creditors  only  get  his  goods  upon  the  terms  that 
they  shall  pay  for  them  in  the  shape  of  dividends  on  his 
proof,  but  that  is  a  conclusion  which  I  do  not  shrink  from. 
This  liability  arose  by  reason  of  an  obligation  of  prior  date 
to  the  bankruptcy,  and  I  agree  that  the  proof  should  be 
admitted.    Appeal  allowed. 

(51  S.J.  373.) 
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KING'S   BENCH    DIVISION. 

March  19. 

(Before  Bigham,  J.) 

In  re  Sims;  ex  parte  The  Board  of  Trade. 

Bankruptcy— Trustee— Improper  Retainer  of  Money— Penal 
Interest — Claim  to  Interest— Bankruptcy  Act,  1883  (46<5'47 
Vict,  c,  52),  s.  74. 

Motion. 

A  trustee  in  bankruptcy  retained  money  for  a  period  of 
two  years,  and  thereby  rendered  himself  liable  to  pay 
interest  at  the  rate  of  20  per  cent.  The  penal  interest 
amounted  to  /109,  and  there  was  due  from  the  estate  to 
him  the  sum  of  /90.  The  trustee  did  not  dispute  his 
liability  to  pay  the  interest,  but  the  Board  of  Trade  doubted 
whether  they  could  allow  him  to  set  off  against  it  the  /90 
due  to  him  from  the  estate.  This  question  depended  upon 
whether  the  interest  went  to  the  credit  of  the  bankrupt's 
estate,  or  was  payable  to  the  Treasury.  The  practice  had 
been  to  treat  it  as  due  to  the  Treasury.  The  Board  of 
Trade  now  moved  for  a  declaration  that  the  trustee  was 
liable  to  pay  /109  to  the  Bankruptcy  Estates  Account,  that 
the  Board  of  Trade  was  entitled  to  apply  the  /90  in  part 
satisfaction  of  the  /109,  and  that  the  Board  was  entitled  to 
the  balance. 

The  trustee  did  not  appear. 

JUDGMENT. 

Bigham,  J.,  held  that  the  ;^9o  could  be  set  off  against 
the  ;f  109.  The  reason  for  the  exaction  of  penal  interest 
vras  that  it  might  be  fairly  inferred  that  the  trustee  had  been 
using  the  money  to  make  a  profit  on  his  own  account,  and 
that  any  such  profit  was  money  received  to  the  use  of  the 
estate,  and  ought  to  have  been  paid  into  the  Bankruptcy 
Estates  Account.  The  penal  interest  was  therefore  money 
which  the  trustee  owed  to  the  bankrupt's  estate,  and  was 
not  due  to  the  Treasury. 

(LJ..  233.) 


Company  Law. 


CHANCERY  DIVISION. 

March  22. 

(Before  Parker,  J.) 

Day  V.  The  Kent  Collieries,  Llm. 

Company'^Debentures — Regulations  in  Trust  Deed  for  Meet- 
ings of  Holders — Voting — Nominal  Value  of  Debentures 
— Actual    Debt    Secured — Power    to    Reissue    Paid-off 
Debentures. 
The  regulations  as  to  meetings  of  debenture-holders  con- 
tained in  a  schedule  to  the  trust  deed  securing  an  issue  of 


;f  150,000  debentures  made  by  the  defendant  company  pro- 
vided that  on  a  poll  every  registered  debenture-holder  should 
be  entitled  to  one  vote  in  respect  of  every  principal  sum  of 
£10  secured  by  the  debentures  in  respect  of  which  he  was 
entitled  to  vote.  All  debenture-holders,  whether  present  or 
not,  were  to  be  bound  by  extraordinary  resolutions,  de6ned 
as  resolutions  passed  at  a  meeting  at  which  a  clear  majority 
in  value  of  the  debenture-holders  should  be  present  in  person 
or  by  proxy  by  a  majority  consisting  of  holders  of  not  less 
than  three-fourths  in  value  of  the  debentures  represented  at 
the  meeting,  whether  upon  a  show  of  hands  or  a  poll.  At  a 
meeting  held  on  December  20th  1906  to  consider  a  resolution 
extending  the  period  for  repayment  of  the  debentures  and 
otherwise  modifying  the  trust  deed,  and  giving  the  company 
power  to  reissiie  paid-off  debentures,  the  resolution  was  lost 
on  a  show  of  hands,  but  carried  on  a  poll  by  10,850  votes  to 
2,996.  Of  the  10,850  votes  5,521  were  those  of  nominees 
of  a  bank,  who  held  debentures  of  the  nominal  amount  of 
£55,210  as  security  for  an  overdraft  of  ^25,000.  This  was  a 
motion  by  the  plaintiff  for  an  injunction  to  restrain  the 
company  and  the  trustees  of  the  deed  from  acting  on  the 
resolution,  it  being  contended  by  him  that  on  the  true  con- 
struction of  the  regulations  the  bank's  nominees  were 
entitled  to  vote  only  in  respect  of  the  actual  debt  due  to  the 
bank,  and  not  in  respect  of  the  nominal  value  of  their 
debentures,  and  also  that  the  power  to  reissue  paid-off 
debentures  was  ultra  vires. 

JUDGMENT. 

Parker,  J.,  said  that  with  regard  to  the  first  point  the 
words  "  secured  by  the  debentures  in  respect  of  which  he  is 
entitled  to  vote"  meant,  in  his  opinion,  the  amount  which 
the  company  owed  under  the  covenant  in  the  debentures, 
and  holders  were  entitled  to  prove  for  the  whole  face  value  of 
their  debentures,  though  only  entitled  to  receive  a  dividend 
equalling  the  amount  due.  *'  In  value  of  *'  and  "  secured 
by"  were  convertible  terms.  As  to  the  second  point,  no 
doubt  the  company  could  not  reissue  paid-off  debentures ; 
but  the  words  ought  to  be  construed,  on  the  principle  Verba 
ita  sunt  intelligenda  ut  res  magis  valeat  quam  pereat,  as  meaning 
only  power  to  issue  debentures  in  the  place  of  those  paid 
off,  to  rank  pari  fassu  with  those  not  paid  off. 

The  motion  therefore  failed. 

(LJ.  232.) 
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Miscellaneous. 

COURT    OF    APPEAL. 

March  19. 

(Before  Cozbns-Hardy,  M.R.,  and  Bucklby,  L.J.) 

Moore  v.  Smee  &  ComUh. 

Landlord  and  Tenant — Rent  under  Original  Lease  in  Arrear 
— Action  for  Recovery  of  Premises — Sub-Lessee  in  Posses- 
sion—"  Tenant  *'— Tender  of  Rent  and  Costs—Stay  of 
Proceedings— Common  Law  Procedure  Act,  1852  (156' 16 
Vtct.  c.  76),  5.  212. 

In  October  1868  five  houses  in  Grove  Terrace,  Forest 
Hill,  were  demised  to  £.  Smee  for  ninety-nine  years  from 
September  29th  1868  at  a  rent  of  £2$,  the  lease  con- 
taining the  usual  proviso  for  re-entry  on  non-payment 
of  rent. 

In  December  1879  the  premises  were  demised  by  B.  J. 
Mills  by  way  of  underlease  to  W.  Reynolds  for  ninety-nine 
years  less  twenty-one  days  from  September  29th  1868  at  a 
rent  of  £25,  Reynolds  mortgaged  the  premises  by  sub- 
demise  to  Charles  Cornish  the  elder,  and  he  in  December  1888 
entered  into  possession  as  mortgagee,  and  remained  in 
possession  until  his  death  in  October  1897.  By  his  will  he 
gave  the  premises  to  his  nephew,  the  defendant  Cornish, 
subject  to  the  rent  reserved  by  and  the  covenants  and  con- 
ditions in  the  lease  under  which  the  same  were  held.  The 
defendant  entered  into  possession,  and  paid  the  rent  of  £25 
to  the  freeholders  down  to  December  1906,  when  it  became 
in  arrear.  The  freeholders  thereupon  brought  this  action 
against  Smee.  the  original  lessee,  and  Cornish,  and  claimed 
possession.   The  defendant  Cornish  tendered  to  the  plaintiffs 


the  rent  in  arrear,  and  £3  3s.  for  costs,  but  they  would  not 
accept  the  same,  and  he  then  took  out  a  summons  under 
section  212  of  the  Common  Law  Procedure  Act,  1852. 
asking  for  a  stay  of  the  proceedings  in  the  action,  and  for 
relief  against  forfeiture.  The  Master  declined  to  grant  any 
relief,  on  the  ground  that  the  defendant  Cornish  had  not 
proved  any  title  under  the  original  lessee. 

Ridley.  J.,  affirmed  the  decision  of  the  Master. 

The  defendant  Cornish  appealed. 

JUDGMENT. 

Their  Lordships  reversed  the  decision  of  Ridley,  J. 

Cozens-Hardy,  M.R.,  in  deciding  in  favour  of  the 
appellant,  said  that  the  case  was  one  of  considerable 
importance  having  regard  to  the  fact  that  leases  for  long 
terms  of  years  were  very  common,  and  that  it  it  was  equally 
common  for  underleases  to  be  granted  which  were  disposed 
of  in  the  course  of  years  to  persons  who  did  not  know,  and 
as  the  law  now  stood  were  not  entitled  to  know,  the  title 
under  which  the  underleases  were  derived.  The  only 
question  here  was  whether  the  appellant  was  a  "tenant' 
within  section  212  of  the  Common  Law  Procedure  Act, 
1852.  In  Doe  {dec.)  Wyatt  v.  Byron  (1845,  14  L.J.R.  C.  P. 
207 ;  I  C.  B.  623),  it  was  decided  that,  under  section  4  of 
the  statute  4  Geo.  II.  c.  28,  which  was  precisely  similar  to 
section  212  of  the  Act  of  1852,  an  under-lessee  against  whom 
ejectment  proceedings  were  brought  was  a  tenant  within  the 
scope  of  the  section ;  and,  applsring  that  case,  his  Lordship 
held  that  the  appellant  was  entitled  to  the  relief  for  which 
he  asked. 

Buckley,  L.J.,  concurred.    Appeal  allowed. 

(L.J.  231). 
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Administration. 

COURT  OF  APPEAL. 

April  18  and  19. 

(Before  Cozens-Hardy,  M.R.,  Barnes,  P.,  and 

Kennedv,  L.J.) 

Re  Slater  {deceased) ;  Slater  v.  Slater. 

Will— Legacy—Specific    Gift— Ademption     WiUs   Act,    1837 

(7  Will.  4  6. 1  Vict.  c.  26),  5.  24. 

This  was  an  appecd  from  a  decision  of  Joyce,  J.  (reported 
54  W.R.  602;  1906,  2  Ch.  480).  The  testator,  Jas.  Slater, 
by  his  will  dated  the  8th  of  February  1904,  bequeathed  to 
his  wife,  Catherine  P.  Slater,  the  interest  during  her  life 
from  moneys  invested  in  (inter  alia)  stock  of  Lambeth 
Water  Co.  At  the  date  of  the  will  the  testator  was  pos- 
sessed of  ;f  1,075  10  P«r  cent,  stock  in  the  Lambeth  Water 
Co.  The  Metropolitan  Water  Companies  Act  was  passed 
on  the  i8th  of  December  1902,  and  in  pursuance  thereof  the 
Metropolitan  Water  Board,  on  the  24th  of  June  1904,  took 
over  the  undertaking  of  the  Lambeth  Company.  On  the 
7th  of  July  1904  the  Lambeth  Water  Co.  passed  a  resolu- 
tion to  take  stock  of  the  Metropolitan  Water  Board  instead 
of  cash,  and  £z>yi9  3  P"  cent.  Metropolitan  Water  Board 
B  Stock  was  allotted  to  the  testator  in  respect  of  his  hold- 
ing in  the  Lambeth  Water  Co.  The  testator  died  on  the 
15th  of  May  1905,  and  he  held  this  stock  at  the  date  of  his 
death.  The  point  to  be  decided  was  whether  the  Metro- 
politan Water  Board  Stock  passed  under  the  gift  in  the 
will.  Joyce,  J.,  held  that  it  did  not  pass.  The  widow 
appealed. 

JUDGMENT. 

The  Court  dismissed  the  appeal. 

Cozens-Hardy,  M.R.,  stated  the  facts  and  continued: 
There  are  two  points  which  arise.  It  is  said  that  the  pro- 
visions of  section  24  of  the  Wills  Act  require  that  this 
bequest  should  be  construed  as  speaking  from  the  date  of 
the  testator's  death,  and  if  that  is  so,  there  being  nothing 
on  which  it  can  operate,  the  bequest  fails.  Alternatively  it 
is  said  that  even  if  you  are  to  read  into  the  language  of  this 
bequest  words  which  make  it  apply  in  terms  only  to  the 
stock  as  it  existed  at  the  date  of  the  will,  the  bequest  has 
been  adeemed  by  what  subsequently  happened.  Joyce,  J., 
dealt  with  the  case  only  on  the  former  of  these  views.  He 
held  that  section  24  of  the  Wills  Act  applied,  there  being 
no  sufficient  contrary  intention  shown  in  the  will  to  exclude 
its  operation.  I  agree  with  the  learned  Judge  in  that  view. 
It  seems  to  me  that  this  is  a  will  in  which  there  is  no 
expression  of  any  contrary  intention  at  all,  or,  at  any  rate, 
no  sufficient'  expression  of  contrary  intention  to  exclude 
the  operation  of  section  24.  Suppose  that  in  the  interval 
between  the  date  of  the  will  and  the  date  of  his  death  the  ' 


testator  had  purchased  jf  1,000  more  Lambeth  Wateororks 
Co.  stock  and  had  died  before  the  completion  of  the  pur- 
chase of  that  company's  undertaking  by  the  Water  Board, 
it  seems  to  me  that  the  argument  which  then  must  have 
been  addressed  to  the  Court  on  behalf  of  the  present  appel- 
lant must  have  succeeded,  viz.,  that  the  bequest  .covered 
all  the  Lambeth  Waterworks  Co.  stock  which  the  testator 
had  at  the  date  of  his  death,  and  that  it  is  irrelevant  to 
consider  whether  the  amount  at  the  date  of  the  death  was 
greater  or  less  than  at  the  date  of  the  will.    If  that  is  so,  it 
disposes  of  the  appeal,  and  I  will  not  go  through  the 
various  authorities  to  which  Joyce,  J.,  referred.    It  has  not 
been  seriously  argued  that  on  that  construction  of  the 
will  the  appellant  can  succeed  merely  on  the  ground  that 
the  money  wlhich  at  the  date  of  the  will  was  invested  in 
the  Lambeth  Waterworks  Co.  stock  can  be  traced.  But  sup- 
posing that  construction  of  the  will  be  wrong,  and  that 
there  ought  to  be  read  into  the  will  the  words  "  which  I  now 
hold,"  then  comes  the  question  whether  or  no  there  has 
been  ademption.     Speaking  for  myself  I  think  that  this 
gift  has  been  adeemed.    There  was  a  time  when  the  Court 
held  that  ademption    was    dependent    on  the  testator's 
intention,  and,  therefore,  when  a  change  in  the  subject- 
matter  of  the  gift  occurred  by  the  act  of  a  public  authority, 
or  at  any  rate  without  any  exercise  of  will  by  the  testator, 
ademption  might  not    follow,    but    for    many  years  that 
doctrine  has  ceased  to  be  law,  and  I  think  it  is  now  law 
that  when  you  have  a  change  of  property  effected  by  an 
Act  of  Parliament,  ademption  will  follow  unless  the  case 
can  be  brought  within  Oakes  v,  Oakes  (9  Hare,  666),  in 
which  Turner,  V.C.,  held  that  a  bequest  of  shares  was  not 
revoked  by  reason  of  the  conversion  of  the  shares  into  stock 
under   a   resolution    of    the    company    made   under  the 
authority  of  an  Act  of  Parliament.    The  Vice-Chancellor 
says :  **  The  testator  had  this  property  at  the  time  he  made 
"his  will,  and  it  has  since  been  chajiged  in  name  or  form 
'*  only.    The  question  is  whether  a  testator  has  at  the  time 
"of  his  death  the  same  thing  existing — ^it  may  be  in  a 
**  different    shi>.pe — yet    substantially    the    same    thing.'* 
Applying  that  reasoning  to  the  present  case,  can  the  exist- 
ing Metropolitan  Water  Board  Stock  be  said  to  be  sub- 
stantially the  same  thing  as  the  Lambeth  Waterworks  Co. 
stock  which  the   testator   held    at    the   date  of  the  will? 
Having  regard  to  the  circumstances  of  the  conversion  and 
the  differences  between  the  two  stocks,  I  cannot  think  that 
it  is  the  same  thing.    I  feel  bound  to  adopt  the  view  which 
has  been  taken,  not  in  one  case  only,  but  in  many,  that  you 
have  to  ask  yourself  where  is  the  subject-matter  of  the 
bequest,  and  if  you  cannot  find  it  at  the  testatpr's  death 
you  cannot  find  it  by  tracing  it  into  something  else,  unless 
the  something  else  is  substantially  the  same  thing.    The 
observations  of  Kay,  J.,  in  Re  Gray  (35  W.R.  795,  36  Ch.D. 
205)  govern  the  present  case,  though  they  were  not  neccs- 
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sary  for  the  decision  of  the  point  actually  before  that 
learned,  Judge.    The  appeal  must  be  dismissed. 

Barnes,  P.,  and  Kennedy,  L.J.,  also  delivered  judgnieDl<; 
dismissing  the  a{>peal. 

(51  S.J.  426.) 


Bankruptcies  and  Insolvencies. 

KING'S  BENCH  DIVISION. 

MsLich  20. 

(Before  Bigham,  J.) 

Re  Weinberg;  ex paru  The  Official  Receiver. 

Bankruptcy — Enforcing  Attendance  of  Witness  for  Private 
Examination  —  Conduct  Money — Bankruptcy  Act,  1883 
(46  6*  47  Vtct.  c.  52),  sees.  27,  142 — Bankruptcy  Rules, 
1886,  1890,  rr.  62,  66,  71,  92,  Forms  149,  152,  164,  165. 
Application  by  the  Official  Receiver  on  a  report  of  Mr. 
Registrar  Linklater  for  directions  as  to  the  method  of 
enforcing  the  attendance  of  a  witness  summoned  to 
attend  a  private  examination  under  section  27  of  the  Bank- 
ruptcy Act,  1883.  Directions  were  asked  upon  the  follow- 
ing points :  (i)  Is  it  necessary  to  serve  a  summons  to 
attend  for  examination  under  section  27  personally  upon 
the  witness?  (2)  Does  the  "reasonable  sum  "  which  has 
to  be  tendered  to  the  witness  include  compensation  for 
loss  of  time,  or  is  a  tender  of  reasonable  conduct  money 
sufficient  ?  (3)  When  a  warrant  is  issued  to  apprehend  the 
witness  and  bring  him  up  for  examination  does  it  autho- 
rise the  detention  of  the  witness  in  custody  until  the  exami- 
nation can  be  held?  Counsel  for  the  Official  Receiver 
stated  that  the  practice  had  been  to  require  personal 
service  of  a  summons  in  the  same  way  as  a  subpoena,  but 
contended  that  the  practice  was  wrong,  and  pointed  out 
tile  difference  in  form  between  a  subpoena  (Form  149)  and 
a  summons  under  section  27  (Form  152),  and  the  fact  that 
there  is  a  special  rule  requiring  personal  service  of  a 
subpoena  (rule  62),  where  there  is  no  such  rule  as  to  a  sum- 
mons. He  also  referred  on  this  point  to  rule  66  and 
Ex  parte  Hawkins  \  re  Bradbrook  (37  W.R.  700,  23  Q.B.D. 
226).  As  to  the  "reasonable  sum,"  he  contended  that 
conduct  money  only  need  be  tendered  to  a  witness  befort 
he  comes ;  after  he  has  come  to  the  Court  he  can  apply 
for  further  compensation  for  loss  of  time.  He  referred  to 
rule  71  and  to  Re  Bat  son  (i  Man  son,  45)  and  Chamberlain 
V.  Sioneham  (38  W.R.  107,  24  Q.B.D.  113).  With  regard 
to  the  detention  of  a  witness  taken  under  a  warrant  to 
bring  him  up  for  examination  the  difficulty  arose  tbat  the 
form  of  warrant  (Form  165)  is  not  addressed  to  "the 
governor  or  keeper  "  of  any  gaol  as  is  the  case  in  the 
warrant  of  committal  for  contempt  (Form  164).  The  form 
did  not  seem  to  contemplate  anything  more  than  the  arrest 
of  the  witness  and  his  immediate  transportation  to  the 


Court  to  be  examined,  yet  this  was  often  impossible,  and 
the  witness  had  to  be  allowed  to  go  free  and  so  avoided 
examination. 

JUDGMENT. 

Bigham,  J.,  gave  the  following  directions :  (i)  Personal 
service  of  the  summons  is  not  necessary,  it  may  be  served 
by  post  as  directed  by  section  142  and  rule  92.  (2)  Conduct 
money  is  all  tiiat  the  witness  is  entitled  to  before  he  comes 
to  the  Court,  and  the  amount  thereof  is  to  be  measured  by 
the  distance  which  the  witness  has  to  come.  It  is  to  be 
sent  with  the  summons  in  money  or  postal  orders.  (3)  It 
is  desirable  that  the  officer  who  arrests  the  witness  should 
be  enabled  to  detain  him  for  such  reasonable  period  of 
imprisonment  as  may  be  necessary  to  ensure  his  attend- 
ance at  the  examination.  What  is  a  reasonable  period 
will  depend  upon  all  the  circumstances  of  each  particular 
case.  His  Lordship  stated  on  the  22nd  of  March  that  he 
would  write  to  the  Board  of  Trade  asking  them  to  take  the 
necessary  steps  to  have  the  form  of  \rarrant  altered  so  as 
to  include  a  direction  to  the  governor  or  keeper  of  a  gaol 
to  receive  the  witness  into  custody. 
(51  S.J.  388.) 


Company  Law. 


KING'S  BENCH  DIVISION. 

March  22. 

(Before  Parker,  J.) 

Re  Kent  Collieries,  Um. ;  Day  v.  Kent  Collieries,  Lim. 

Company — Debentures  Issued  as  Collateral  Security  for  Loan— 
Right  to  Vote, 
Motion.  By  a  trust  deed  dated  the  ist  of  August  1905,  and 
made  between  the  company  of  the  one  part  and  Sir  Owes 
Randal  Slacke  and  Mr.  Bernard  Dale  (as  trustees  for  the 
debenture-holders)  of  the  other  part  provision  was  made 
for  securing  debentures  to  the  extent  of  jf  150^000  carrying 
interest  at  the  rate  of  £^  per  cent,  per  aimum.  The  com- 
pany by  each  debenture  covenanted  to  pay  the  principal 
moneys  secured  to  the  registered  holder  "on  FelHiiary  ist 
"1907,  or  on  such  earlier  day  as  the  principal  moneys 
"hereby  secured  become  payable  in  accordance  with  the 
"conditions  endorsed  hereon."  The  third  schedule  to  the 
trust  deed  contained  provisions  regulating  meetings  of  the 
debenture-holders.  Clause  r  provided :  "  The  trustees  or 
"either  of  them,  or  any  director  of  the  company  or  any 
"holder  of  debentures  for  an  amount  exceeding  £^00  may 
"respectively  at  any  time  convene  a  meeting  of  the 
"debenture^holders.*'  Clause  3:  "At  any  such  zneeting 
"persons  present  in  person  or  by  proxy  and  holding 
"one-twentieth  of  the  nominal  amount  of  the  debentures 
"for  the  time  being  outstanding  shall  form  a  quorum." 
Clause   12  provided  that  at  any  meeting  the  registered 


May  4,  1907. 


THE  ACCOUNTANT  LAW  REPORTS 


63 


holders  of  the  debentuires  should  be  entitled  to  vote  in 
respect  of  such  debenftuTes.  Claiuse  13:  "At  eveiy  such 
"  meeting  each  voter  shall  on  a  show  of  hands  be  entitled 
"to  one  vote  only,  but  at  the  poll  he  shall  be  entitled  to 
"one  vote  in  respect  of  every  principal  sum  of  ;^io  secured 
"by  the  debentures  in  respect  of  which  he  is  entitled  to 
'^vote."  By  Clause  15  a  meeting  was  empowered  by  extra- 
ordinary resolution  "to  sanction  any  modification  or 
"compromise  of  the  rights  of  the  debenture-holders 
"against  the  company  or  against  its  property,  whether 
"such  rights  shall  arise  under  the  debentures  or  other- 
"wise,"  and  "to  assent  to  any  modification  of  the  pro- 
"  visions  contained  in  these  presents  which  shall  be  pro- 
"po»ed  by  the  company  and  sanctioned  by  the  trustees." 
Clause  17:  "llie  expression  *  extraordinary  resolution  * 
"means  a  resolution  passed  at  a  meeting  of  the  debenture- 
"holders  at  which  a  clear  majority  in  value  of  the 
•*  debenture-holders  shall  be  present  in  person  or  by  proxy, 
"  duly  convened  and  held  in  accordance  with  the  provisions 
"herein  contained  by  a  majority  consisting  of  holders  of 
"not  less  than  three-fourths  in  value  of  the  debentures 
"  represented  at  the  meeting  whether  upon  a  show  of  hands 
"or  at  a  poll."  On  the  3rd  of  July  1906  the  company 
issued  debentures  for  jCsSt^^o  (being  the  whole  amount 
then  unissued)  to  the  London  City  and  Midland  Bank  by 
way  of  collateral  security  for  an  existing  loan  and  future 
overdraft  up  to  the  total  amount  of  ;^25,ooo.  On  the 
nth  of  December  1906  the  company  issued  notices  to  the 
debenture-holders  of  a  meeting  to  be  held  on  the  20th  of 
December  at  which  resolutions  were  to  be  proposed  for 
extending  the  time  of  payment  of  the  principal  sums 
secured  by  the  debentures,  increasing  the  rate  of  interest, 
modifying  the  trust  deed,  and  givijig  the  company  power 
to  re-issue  padd-o£f  debentures.  At  the  meeting  the  resolu- 
tion was  carried  by  10,850  votes  against  2,996,  amongst 
the  votes  in  favour  of  it  were  5)52 1  votes  given  by  the 
nominees  of  the  bank.  It  was  objected  that  the  bank's 
nominees  were  only  entitled  to  vote  to  the  extent  of  the 
iiklebtedness  of  the  company  to  the  bank  and  not  to  the 
extent  of  the  face  value  of  the  debentures  held  by  the 
bank.  The  chairman,  however,  declared  that  the  resolu- 
tion was  passed,  whereupon  an  action  was  commenced 
by  a  debenture-bolder  on  behalf  of  himself  and  all  other 
debenture-holders  against  the  company  and  the  trustees  for 
an  injunction  to  restrain  the  defendants  from  acting  on 
the  resolutions  and  for  the  appointment  of  a  receiver  and 
manager.  It  was  argued  for  the  plaintiff  that  the  bank's 
nominees  were  not  entitled  to  vote  to  the  extent  of  the 
face  value  of  the  debentures  issued  to  the  bank  but  only 
to  the  extent  of  the  indebtedness  of  the  company  to  the 
bank ;  and,  secondly,  that  the  resolution  to  re-issue  paid- 
off  debentures  was  u/tra  vires  the  company  and  therefore 
void. 


JUDGMENT. 

Parker,  J.,  in  giving  judgment,  said :  In  this  case  two 
points  are  taken  by  the  plaintiff.  In  the  first  place,  it  is 
said  that  the  resolutions  in  question  were  not  carried  by 
the  proper  majority  or,  at  any  rate,  were  not  voted  for  by 
the  persons  entitled  to  vote  in  accordance  with  the  number 
of  votes  they  were  entitled  to,  but  that  the  City  and  Midland 
Bank  voted  in  respect  of  debentures  held  by  them  on  a 
number  of  votes  in  excess  of  what  on  the  true  construction 
of  the  trust  deed  they  were  entitled  to.  [His  Lordship  then 
shortly  stated  the  facts  and  continued:]  What  I  really 
have  to  consider  is,  what  is  the  meaning  in  clause  13  of 
the  word  "  secured  "  ?  It  is  suggested  by  the  plaintiff  that 
it  does  not  mean  what  the  company  owe  by  virtue  of  the 
covenant  contained  in  the  debentures,  but  that  it  means 
what  the  bank  will  ultimately  get  because  of  the  security 
which  has  been  given  to  them  in  the  form  of  debentures 
for  the  ;£25,ooo.  I  think  that  the  true  construction  of  this 
clause,  "  secured  by  the  debentures,"  is  equivalent  to  what 
the  company  owe  by  virtue  of  the  covenant  contained  in 
the  debentures.  Of  course,  it  is  well  known  that  where 
debentures  are  held  as  collateral  security  in  this  way  the 
debenture-holder  is  entitled  to  prove  in  a  debenture- 
holder's  action,  when  the  assets  are  being  distributed,  for 
the  total  amount  for  which  the  company  has  given  its 
covenant,  although  he  cannot  actually  receive  in  reject 
of  dividend  more  than  what  is  due  in  respect  of  the  loan 
secured.  I  think  that  is  made  additionally  clear  by  the 
clause  to  which  Mr.  Gore-Browne  called  attention  (clause 
17),  which  defines  an  extraordinary  resolution,  and  that 
extraordinary  resolution  has  to  be  passed  by  a  majority 
consisting  of  holders  of  not  less  than  three-fourths  in  value 
of  the  debentures  represented  at  the  meeting,  whether 
upon  a  show  of  hands  or  on  a  poll.  These  debentures 
were  represented  at  the  meeting  and  the  amount  repre- 
sented is,  I  think,  according  to  the  true  construction  of 
this  deed,  the  total  amount  secured  by  the  covenant  in 
the  debentures.  If  it  were  not  so  it  would  lead  in  practice 
to  a  result  which  might  on  occasion  be  of  considerable 
inconvenience,  because  where  debentures  were  issued  as 
collateral  security,  inquiry  would  have  to  be  made  on  each 
occasion  when  the  holders  of  these  debentures  were  voting, 
as  to  what  was  the  amount  due  upon  the  security  in 
respect  of  which  the  debentures  had  been  issued,  and 
that  might  lead  to  veiy  considerable  inconvenience. 
Further,  it  seems  to  me  on  the  true  construction  of  this 
third  schedule  "  the  nominal  amount  of  the  debentures  " — 
"the  amount  secured  by  the  debentures"  and  "the  value 
of  the  debentures,"  are  all  convertible  terms  and  do  mean 
practically  the  nominal  amount  of  the  debentures;  in 
other  words,  what  the  company  have,  by  their  debentures, 
undertaken  to  pay.  Therefore  it  appears  to  me  that  the 
plaintiff's  first  point  carmot  be  upheld,  and  therefore  that 
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the  resolution  was  validly  carried.  The  second  poiat  is 
difiEeient  in  its  xtature.  The  plaintiff  suggests  that  the 
third  head  of  the  second  resolution  passed  at  the  meet- 
ing— viz.,  "  That  the  company  shall  have  power  to  re-issue 
paid-ofi  debentures,"  was  ulira  vires.  The  fourth  head  of 
the  resolution  gives  power  to  the  trustees  to  execute  a 
trust  deed  for  carrying  out  the  resolution,  a  draft  of  which 
has  been  submitted  to  the  meeting.  The  draft  of  the  trust 
deed  contains  a  clause  or  sub-clause  in  these  words : 
**  Clause  I  of  the  conditions  attached  to  the  said  debentures 
"and  said  form  shall  be  altered  by  substituting  for  the 
"  words  *  this  debenture  is  one  of  a  series  of  150,000  deben- 
"  tures  '  the  following  words :  '  this  debenture  is  one  of  a 
"series  not  exceeding  at  any  one  time  ;^ 1 50,000 '  and  by 
"  adding  at  the  end  of  the  clause  '  Any  of  such  debentures 
"when  paid  off  may  be  re-issued  and  when  so  re-issued 
"shall  entitle  the  holders  thereof  to  the  same  rights  as 
"the  ori^nal  holders  thereof."  Now  the  whole  of  the 
argumen<t  turns  upon  the  word  "re-issue."  Of  course,  it 
has  been  decided  in  various  cases  that  where  a  debenture 
has  been  paid  off  and  delivered  to  the  company  it  is  a  dead 
thing,  and  the  company  cannot  re-dssue  it  in  the  sense  of 
giving  security,  but  a  fresh  seal  by  the  company  is 
required,  and  if  one  comes  to  consider  priorities  of  parties, 
a  freshly  sealed  debenture  would  not  be  in  exactly  the 
same  position  as  a  debenture  re-issued,  supposing  the 
re-issue  were  valid.  Is  this  resolution  to  be  construed  as 
trying  to  authorise  the  company  to  do  that  which  they 
cannot  do,  or  is  it  simply  an  inaccurate  expression  fur 
doing  that  which  they  could  lawfully  be  authorised  to  do — 
namely,  borrow  furtheir  money  upon  the  terms  of  issuing 
debentures  to  the  persons  who  advanced  that  money, 
which  debentures  are  to  rank  pari  passu  with  the  deben- 
tures of  the  original  issue  which  have  not  yet  been  paid 
off?  I  think  the  maxim  verba  ita  sunt  intelligenda  u(  res 
magis  vaUat  quam  pereat  applies,  and  in  my  opinion  it  is 
reasonable  to  construe  this  as  giving  the  company  the 
power  to  issue  debentures  upon  certain  terms — terms 
which  affect  the  holders  of  debentures  and  impose  upon 
them  the  liability  of  having  other  people  let  in  to  rank 
pari  passu  with  them  up  to  a  certain  amount — namely, 
;^' 1 50,000.  That  being  so,  it  seems  to  me  the  motion  fails. 
(51  S.J.  411.) 


Miscellaneous. 

BANGOR  COUNTY  COURT. 

April  22. 

(Before  his  Honour  Judge  Moss.) 

Edward  Parry  v.  J.  A.  Palmer. 

Deed  of  Arrangement— Alleged  Breach  of  Trust — Application 
to  Remove  Trustee  and  for  an  Account. 

The  facts  of  this  case  were  as  follows : — Edward  Parry, 
Junr.,  a  Llanfairfechan  tradesman,  finding  himself  in 
temporary  financial  difficulties,  applied  to  Mr.  J.  A. 
Palmer,   accountant,    Newhall    Street,     Birmingham,   for 


help.  A  deed  of  arrangement  was  entered  into,  whereby 
Parry  was  to  pay  £^  monthly  to  Palmer  as  trustee.  Palmer 
to  divide  the  sum  so  received  every  three  months  amongst 
Parry's  creditors.  In  all,  it  was  alleged.  Parry  paid  to 
Palmer  ;f  136.  Parry  last  February  brought  an  action 
against  Palmer  claiming  an  account  of  all  mone}'s  paid  by 
Palmer  to  Parry^s  creditors  and  of  all  disbursements  und^r 
the  deed  of  arrangement,  also  that  Palmer  be  deprived  of 
all  remuneration  under  the  deed,  and  the  deed  itself  be  can- 
celled, and  that  Palmer  pay  to  Parry  the  balance  aft^r 
deducting  the  sums  actually  paid  to  creditors.  Parry 
further  claimed  £$o  damages  from  Palmer  for  sending 
auctioneers  to  take  possession  of  Parry's  effects. 

JUDGMENT. 

In  giving  judgment.  Judge  Moss  said  that,  despite 
numerous  applications.  Palmer  failed  to  supply  Parry  with 
satisfactory  accounts,  and  also  ignored  the  demands  of  the 
creditors.  Parry's  total  indebtedness  was  £21^  to  fifteen 
creditors,  the  majority  of  whom  refused  to  assent  to  the 
deed.  Altogether  Parry  had  paid  Palmer  ;f  287,  yet,  accord- 
ing to  the  Board  of  Trade  returns,  Palmer's  total  payment 
to  Parry's  creditors  came  to  £^^  16s.  6d.  The  Judge  found 
that  Palmer  had  committed  serious  breaches  of  trust  under 
the  deed,  and,  in  spite  of  the  admitted  fact  that  be  had 
large  sums  in  hand,  he  delayed  paying  the  first,  second, 
and  third  dividends  until  eight,  twenty-one,  and  twenty-six 
months  after  date  respectively,  and  even  then  only  seven, 
five,  and  three  creditors  respectively  received  dividends. 
Palmer  claimed  ^£38  8s.  6d.  for  various  "expenses."  These 
would  be  disallowed,  but,  after  deducting  other  charges 
from  the  amount  in  Palmer's  hands,  the  Judge  found  there 
remained  a  sum  of  £i)^  odd.  He  found,  therefore,  that 
Palmer  had  been  guilty  of  a  breach  of  trust  in  not  dis- 
tributing the  money  received  by  him  under  the  deed.  He 
had  made  returns  to  the  Board  of  Trade  which,  to  say  the 
least,  were  not  accurate.  In  no  case  was  a  single  return 
made  within  the  prescribed  time.  He  had  persistently 
refused  to  supply  Parry  and  the  creditors  with  accounts. 
As  to  Parry's  present  claim,  the  Judg?e  ordered  defendant 
to  pay  to  the  Registrar  the  balance  of  £i)^  odd  shown  to  be 
in  his  hands ;  that  the  banker  holding  that  sum  for 
defendant  be  ordered  not  to  part  with  it  except  to  the 
Re^strar  ;  and  that  defendant  be  deprived  of  all  remunera- 
tion as  trustee.  He  could  not  cancel  the  deed  of  arrange- 
ment, but  ordered  it  to  be  banded  over  to  the  Registrar  of 
the  Court  to  keep  till  a  receiver  was  appointed,  to  whom 
the  Registrar  would  pay  the  ;f  94  odd  to  carry  out  the  trust 
of  the  deed.  He  further  made  an  order  removing  Palmer 
from  the  trusteeship.  He  would  not,  having  disallowed 
Palmer's  remuneration  as  trustee,  give  the  ^^50  damages 
claimed.  He  would  appoint  a  receiver  as  soon  as  a  fit 
and  proper  person  was  approved  by  him,  and  he  would  be 
directed  to  pay  all  unpaid  creditors,  to  make  proper  returns 
to  the  Board  of  Trade,  and  |>ay  the  balance,  if  any,  to 
Parry.  A  stay  of  execution  was  refused,  though  the  Judge 
said  he  would  have  had  no  objection  to  grant  it  if  the 
money  had  been  paid. 

(Birmingham  Post.) 
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Bankruptcies  and  Insolvencies. 

COURT  OF  APPEAL. 

April  26 

(Before  Cozens-Hardy,  M.R.,  Barnbs,  P.,  and 

Kennedy,  L.J.). 

Re  Saumarez :  ex  parte  The  Trustee. 

Bankruptcy  —  Deed  of  A  rrangement — Registration — Deeds 
of  Arrangement  Act,  1887  (50  6*  51  Vict,  c,  57),  sees, 
4.  5.  6,  19. 

Appeal  from  a  decision  of  Bigham,  J .  [reported  36  Acct.  L.R. 
55] .  In  October  1905,  the  bankrupt  got  into  difficulties  and 
called  a  meeting  of  bis  pressing  creditors.  As  the  result  of 
the  meeting  a  memorandum  was  executed  by  the  bankrupt 
and  those  creditors,  whereby  the  creditors  agreed  to  take  no 
proceedings  against  the  bankrupt  in  consideration  of  his 
agreeing  to  hand  over  certain  director's  fees  and  other  assets 
to  a  trustee  to  be  appointed  for  the  creditors.  In  pursuance 
of  the  above  memorandum  the  bankrupt  executed  a  deed  on 
the  15th  of  January  1906,  whereby  he  assigned  his  assets  to 
a  trustee  for  the  benefit  of  the  creditors  who  had  joined  in 
the  memorandum  and  for  no  others.  Neither  the  memo- 
randum nor  the  deed  of  assignment  was  registered  in 
accordance  with  sections  5  and  6  of  the  Deeds  of  Arrange- 
ment Act,  1887.  On  the  20th  of  September  1906  a 
receiving  order  was  made  against  the  bankrupt;  he  was 
adjudicated  on  the  24th  uf  September,  and  a  trustee  was 
appointed  on  the  12th  of  October.  On  the  20th  of  March 
1907  the  trustee  moved  before  Bigham,  J .,  for  an  order  setting 
aside  the  deed  on  the  ground  that  it  was  void  for  want  of 
registration.  Bigham,  J.,  dismissed  the  application,  where- 
upon the  trustee  appealed.  Counsel  for  the  appellant  con- 
tended that  when  a  debtor  deals  with  any  class  of  creditors, 
especially  when  there  is  an  arrangement  that  the  majority 
of  the  class  has  power  to  bind  the  minority,  the  deed  must 
be  registered.  Section  4  of  the  Deeds  of  Arrangement  Act 
applies  the  provisions  of  that  Act  to  assignments  "  for  the 
benefit  of  creditors  generally."  but  the  definition  section 
(section  19)  enlarges  the  meaning  of  '*  creditors  generally  " 
by  defining  those  words  as  including  '*  all  creditors  who 
may  assent  or  take  the  benefit  of  a  deed  of  arrangement." 
This  being  a  deed  for  the  benefit  of  all  the  creditors  who 
have  the  right  to  take  the  benefit  of  it  is  a  deed  '*  for  the 
benefit  of  creditors  generally."  They  referred  to  the  dicta  of 
Vaughan  Williams,  L.J.,  in  Hedges  v.  Preston  (80  L.T.,  at 
p.  849).  Counsel  for  the  respondent  contended  that  the 
object  of  the  definition  in  section  19  was  to  bring  within  the 
Act  deeds  in  the  form  which  was  very  common  before  the 
passing  of  the  Act,  viz.,  for  the  benefit  of  certain  named 


creditors  and  of  "  all  other  creditors  who  may  accede  to  these 
presents."  In  defining  the  words  "assignment  .  .  . 
for  the  benefit  of  creditors  generally  "  in  the  Bankruptcy 
Act,  1883,  s.  4,  subsection  i  (a),  the  Court  has  held  that  a 
deed  of  assignment  for  the  benefit  of  trade  creditors  only  is 
not  an  assignment  for  the  benefit  of  creditors  generally  :  R$ 
Phillips',  ex  parte  Barton  (49  W.R.  z6;  1900,  2  Q.B.  329). 

JUDGMENT. 

Cozens-Hardy,  M.R. :  In  this  case  I  cannot  differ  from 
the  judgment  of  Bigham,  J.,  and  I  come  to  that  conclusion 
with  regret,  for  I  think  that  this  decision  tends  to  show  a 
possible  omission  in  the  Deeds  of  Arrangement  Act,  1887. 
The  present  deed  is  one  which  only  contemplates  eleven 
creditors  coming  in  under  it,  and  leaves  a  considerable 
number  outside  who  have  no  option  of  taking  the  benefit  of 
it.  Reading  section  4  of  the  Deeds  of  Arrangement  Act 
alone  it  is  impossible  to  say  that  such  a  deed  is  *<  for  the 
benefit  of  creditors  generally."  It  has  been  argued  that 
section  19  entirely  changes  the  meaning  of  "creditors 
generally,"  but  in  my  view  section  19  means  no  more  than 
this,  that  a  deed  which  on  the  face  of  it  is  not  for  the  benefit 
of  all  the  creditors — e.g.,  because  it  fixes  a  time  limit  within 
which  creditors  who  wish  to  come  in  under  it  must  signify 
their  assent — is  none  the  less  within  the  Act  although  all 
the  creditors  may  not  have  assented  to  it.  With  regard  to 
the  dicta  of  Vaughan  WiUiams,  L.J.,  in  Hedges  v,  Preston, 
when  they  are  fairly  read  it  is  clear  that  they  were  not 
necessary  for  the  decision  of  that  case,  nor  are  they  really  in 
point  in  the  present  case. 

Barnes,  P. :  I  concur.  The  view  contended  for  here  is 
that  section  19  so  extends  section  4  as  to  make  a  deed  for 
the  benefit  of  some  few  creditors  a  deed  for  the  benefit  of 
creditors  generally.  I  agree  with  the  contention  for  the 
respondent  that  it  applies  to  deeds  for  certain  named 
creditors  and  all  others  who  may  accede  thereto.  It  con- 
templates a  deed  already  started  to  which  all  the  other 
creditors  may  afterwards  assent. 

Kennedy,  L.J. :  The  correctness  of  the  judgment  of 
Bigham,  J.,  is  clear.  I.  should  be  sorry  to  construe  a 
definition  clause  in  a  statute  so  as  to  make  such  an  extension 
of  or  difference  in  the  meaning  of  words  used  in  a  prior 
clause  as  has  been  contended  for  by  the  appellant.  I  think 
that  the  definition  clause  was  inserted  so  as  to  include  deeds 
in  the  form  mentioned  by  counsel  for  the  respondent.  I 
cannot  myself  see  that  the  dicta  of  Vaughan  Williams,  L.J., 
are  in  favour  of  the  appellant.  It  has  been  contended  that 
a  deed  for  the  benefit  of  a  class  of  creditors  comes  within 
the  Act,  but  what  Vaughan  Williams,  L.J.,  says  is:  '*If  the 
**  deed  .  .  .  is  a  deed  for  the  benefit  of  creditors  as  a 
••class  the  deed  is  one  which  comes  within  the  Act." 

Appeal  dismissed. 

(51  S.J.  447.) 
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CHANCERY  DIVISION. 

April  24. 

(Before  Kekewich,  J.) 

The  Ideal  Bedding  Company,  Llm.  v.  Holland. 

Fraudulent  Conveyance— Creditors  —  Equitable  Reversionary 
leiterest— Personal  Property — 13  EHb,  c.  5. 

Thistras  an  action  for  a  declaration  that  a  settlement 
mads  by  the  defendant  was  void  as  against  his  creditors, 
and  raised  an  interesting  point — viz.,  whether  a  rever- 
sionary interest  was  within  the  statute  13  Eliz.  c.  5,  which 
makes  all  deeds  void  if  made  with  intent  to  defeat  the  rights 
of  creditors.-  It  appeared  that  the  plaintiflfs  carried  on  busi- 
ness at  Toronto  and  that  the  defendant  had  been  in  their 
employment  as  bookkeeper  and  cashier,  and,  while  in  such 
employment,  he  had  appropriated  to  his  own  use  moneys  of 
the  plaintiffs.  The  defalcations  were  discovered  by  the 
plaintifi^  in  November  1905,  and  were  acknowledged  by  the 
defendant.  In  January  1906  he  suddenly  left  Toronto,  and 
was  subsequently  arrested  in  England  and  lodged  in  prison 
pending  an  order  for  his  return  to  Toronto  under  the 
Fugitive  Offenders  Act,  1881,  which  was  made  on  March 
16  1906.  While  in  prison  he  executed  a  deed  of  settlement 
of  his  reversionary  interest  in  personalty  under  his  father's 
will.  (The  interest  he  took  under  his  father's  will  is  more 
particularly  set  out  in  the  judgment).  By  that  deed,  dated 
February  13  1906,  he  assigned  all  his  share  and  interest  under 
the  will  upon  trust  as  soon  as  the  same  should  fall  into 
possession  for  his  wife  and  children.  The  defendant  had 
one  child,  aged  four,  and  he  and  the  defendant's  wife  were 
defendants  to  the  action.  On  March  31  1906  the  plaintiff 
company  recovered  judgment  in  the  King's  Bench  Division 
against  the  defendant  for  £^,^^5  8s.  4d.,  the  amount  appro- 
priated by  him.  It  was  contended  on  behalf  of  the  plain- 
tiffs that  the  settlement  was  fraudulent,  being  made  to  the 
end  and  intent  to  delay  and  defraud  his  creditors,  that  it 
was  not  made  for  valuable  consideration,  and  that  the 
defendant  was  insolvent  at  the  date  of  the  settlement,  and 
had  no  property  other  than  the  reversionary  interest  under 
the  will.  It  was  contended  on  behalf  of  the  defendant 
Holland  that  he  was  not  insolvent  at  the  date  of  the  settle- 
ment, that  he  had  given  security  to  the  plaintiffs  for  the 
moneys  due  from  him,  and  that  the  settlement  in  question 
did  not  delay  or  defeat  his  creditors. 

JUDGMENT. 

Mr.  Justice  Kekewich  read  the  following  judgment : — 
After  hearing  the  evidence,  I  was  satisfied  that  the  insol- 
vency of  the  settlor  at  the  date  of  the  settlement  in  question 
was  sufficiently  proved,  and  that  the  circumstances  under 
which  the  settlement  was  executed  were  such  as  to  render 
it  obnoxious  to  the  statute  13  Eliz.  c.  5,  if,  having  regard  to 
the  provisions  of  that  statute  and  the  property  purporting 
to  be  conveyed,  the  settlement  ought  to  rank  as  one  made 
to  delay,  hinder,  or  defraud  creditors.    On    the  question 


whether  the  settlement  was  of  this  character  I  reserved 
judgment.  The  solution  of  that  question  depends  on  this — 
Would  the  settlement,  if  it  stands,  take  anything  out  of  the 
reach  of  the  creditors,  or,  in  other  words,  would  they  be  in 
any  worse  position  than  if  the  settlement  had  never  been 
executed  ?  It  was  said  that  the  plaintiffs  are  not  entitled  to 
sue  on  this  footing,  because,  although  they  were  ucdoubtedly 
creditors  at  the  date  of  the  settlement,  their  debt  has  been 
merged  in  a  judgment  recovered  by  them  against  the 
settlor,  and  can  no  longer  support  a  right  of  action.  The 
answer  to  this  is  that,  even  if  the  plaintiffs'  debt  ought  to 
be  strictly  regarded  as  subsequent  to  the  settlement,  the 
plaintiffs  can  sue  in  respect  thereof,  there  being  sufficient 
evidence  that  debts  due  at  the  date  of  the-  settlement  still 
remain  unpaid.  Probably  the  operation  of  no  statute  has 
been  affected  so  much  by  subsequent  legislation  as  that  of 
13  Eliz.  c.  5.  Property  which  was  not  originally  within  the 
reach  of  creditors  has  from  time  to  time  been  brought 
within  their  reach,  and  whenever  that  has  been  done  the 
Courts  have  been  prompt  to  recognise  that  such  property 
can  be  disposed  of  fraudulently  as  against  creditors— that 
is,  so  as  to  delay,  hinder,  or  defraud  them  in  pursuing 
newly-conferred  rights  of  procedure.  It  was  but  faindy.  if 
at  all,  contended  that  the  property  comprised  in  the  settle- 
ment in  question,  to  be  presently  described,  fell  within  the 
mischief  of  the  statute  by  any  subsequent  alterations  of  the 
law  other  than  two,  namely — first,  the  Act  of  i  &  2  Vict, 
c.  no,  section  14,  and,  secondly,  the  modem  procedure 
known  as  equitable  execution  :  and  I  do  not  propose  to  deal 
with  any  others  or  the  authorities  respecting  them.  In 
order  to  see  whether  the  plaintiffs'  rights  have  by  these  two" 
specified  alterations  been  in  any  wise  enlarged,  it  is 
necessary  to  consider  what  the  debtor  had  to  convey  by 
the  settlement.  It  purports  to  deal  only  with  the  interest 
of  the  settlor  under  the  will  of  his  father,  John  Holland. 
By  that  will  the  testator  gave  all  his  residuary  estate  which 
consisted  of  personalty  upon  trusts  for  sale  and  investment 
of  the  proceeds,  and  he  directed  the  investments  to  be  held 
upon  trust  to  pay  his  wife  the  annual  income  on  the  sum  of 
;f 9,000  for  her  life  or  widowhood,  and  on  her  second 
marriage  to  pay  her  the  income  of  ^4,000  for  the  remainder 
of  her  life.  He  further  directed  that  on  her  second 
marriage  there  should  be  made  certain  payments,  including 
one  of  ;^  1,000  to  the  settlor,  his  son  Christopher  Holland, 
and  that  on  her  death  what  remained  of  the  /9.000  should 
be  divided  between  his  sons,  the  said  Christopher  Holland 
taking  one-third.  He  disposed  of  the  rest  of  his  estate  over 
and  above  the  ;^9,ooo  in  favour  of  his  sons ;  but  that  is 
immaterial,  as  there  was  not  more  than  enough  to  provide 
the  ;f9,ooo.  The  wife  is  still  alive,  and  there  has  been  no 
second  marriage,  and  the  ;^9,ooo  is  now  represented  by 
divers  investments,  which  include  a  mortgage,  as  well  as 
stocks,  in    the    names    of    the  trustees    of    the  will.    The 
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interest,  therefore,  of  Christopher  Holland,  the  settlor,  has 
all  along  been  and  siill  is  an  equitable  reversionary  interest 
in  the  funds  representing  the  /'g.ooo,  the  investment  of 
which  may,  of  course,  vary  from  time  to  time.  Can 
such  an  interest  be  reached  by  a  charging  order  under 
the  provisions  of  i  &  2  Vict.  c.  no.  section  14? 
Applicants  under  that  section,  which  I  will  not  here  read 
at  length,  must  be  judgment  creditors;  but  the  plaintiffs 
fill  that  character,  and  the  provisions  of  the  section  are 
conceived  in  such  wide  language  that  they  apparently 
cover  any  case  in  which  the  judgment  debtor  has  an 
equitable  interest.  There  was  raised  in  South-WesUm  Loan 
and  Discount  Company  v.  Robsrtson  (8  Q.B.D.  17)  the  question 
whether  the  section  ought  to  be  confined  to  cases  where  the 
judgment  debtor  is  solely  interested  in  the  trust  funds ;  but 
this  was  decided  in  the  negative,  and  the  point  has.  so  far 
as  I  am  aware,  never  again  been  mooted.  The  same  case  is 
an  authority  for  holding  that  the  provisions  of  the  section 
extend  to  a  reversionary  interest,  an  extension  which  must 
now  be  treated  as  established,  even  apart  from  the  enact- 
ment of  3  &  4  Vict.  c.  82,  section  i.  The  case  of  BoUand  v. 
Young  (1904,  2  K.B.  824)  is  a  recent  and  further  authority 
on  this  point.  Against  these  there  were  cited  Dixon  v.  Wrench 
(L.R.  4  Ex.  154).  As  regards  that  case,  it  is  sufficient  to 
quote  the  language  of  Lord  Justice  Stirling  in  BoUand  v. 
Young,  who  says  on  p.  831  that  the  judgment  "  seems  to  have 
"  proceeded  on  the  ground  that  in  that  case  there  was  an 
"  imperative  obligation  to  convert  the  shares  into  money  at 
*'  a  definite  time,  and  that  the  only  interest  of  the  judgment 
"  debtor  was  in  the  proceeds  of  that  conversion  and  not  in 
"  the  shares."  Here,  to  again  use  the  language  of  the  Lord 
Justice  at  p.  832.  there  is  no  imperative  trust  lor  sale, 
and  the  judgment  debtor  may  hereafter  acquire  an 
absolute  title  to  a  portion  of  the  trust  property  in  specie, 
and  so  long  as  it  remains  unsold  he  has  an  interest  in  it. 
Reading  the  observations  which  I  have  thus  adopted, 
with  the  comments  of  the  Lord  Justice  in  the  same  case  (at 
p.  831)  on  Craggy.  Taylor  (L.R.,  2  Ex.,  131),  I  venture  to  doubt 
whether  Dixon  v.  Wrench  can  be  relied  on  as  an  authority  to- 
day, but  at  any  rate  it  is  distinguishable  from  the  present 
case  on  the  grounds  above  stated.  My  conclusion,  there- 
fore, is  that  the  plaintiffs  might  by  proper  proceedings,  have 
obtained  a  charging  order  on  Christopher  Holland's  interest 
under  his  father's  will,  and  that  the  assignment  of  that 
interest  in  settlement  has  delayed,  hindered,  or  defrauded 
them  within  the  meaning  of  the  statute.  I  had  contemplated 
going  somewhat  fully  into  the  question  whether  Christopher 
Holland's  interest  under  his  father's  will  could  be  reached 
by  the  process  termed  equitable  execution,  so  that  a  settle- 
ment interfering  with  that  process  would  be  brought  within 
the  mischief  of  the  statute  of  Elizabeth.  After  consulting 
many  authorities  and  pondering  over  the  matter,  I  have 
come  to  the  conclusion  that  full  treatment  of  this  question 


would  require  something  in  the  nature  of  a  lecture  or  treatise 
which  it  is  better  to  avoid  unless  absolutely  necessary.  My 
observations,  therefore,  do  not  pretend  to  be  exhaustive. 
The  authorities  bearing  on  the  point  cannot  be  said  to  be 
wholly  satisfactory,  and  the  law  must  be  taken  to  be  still  in 
the  making.  It  seems  to  me  that  this  remedy  is  competent 
in  any  case  in  which  equity  would  of  old  have  stepped  in  to 
enjoin  or  remove  an  obstacle  to  the  enforcement  of  tegal 
process  ;  see  Harris  v.  Beauchamp  (1994.  i  Q.B.,  801),  and  the 
practical  application  of  that  doctrine  is  to  be  seen  from  the 
passage  from  Mitford  on  Pleading,  cited  in  the  same  case  at 
p.  807.  and  the  language  used  by  Lord  Justice  Davey 
at  the  top  of  p.  811.  I  do  not  pause  to  consider  the 
proper  meaning  of  the  term  equitable  execution.  That 
has  been  done  again  and  again,  and  all  practitioners 
are  perfectly  aware  that  there  is  no  execution  at  all, 
but  that  by  the  appointment  of  a  receiver  the  judgment 
creditor  can  prevent  the  receipt  by  his  debtor  of  anything  to 
which  he  is  equitably  entitled.  Notice  of  the  appointment 
to  the  trustees  in  possession  is,  of  course,  necessary  to  perfect 
the  title  of  the  receiver,  but  this  it  would  be  his  first  duty  to 
give.  The  question  whether  the  Court  could,  or  would, 
appoint  a  receiver  of  an  equitable  reversionary  interest  was 
distinctly  raised  in  Tyrrell  v.  Painton  (1895,  '  Q-B.,  202),  and 
the  appointment  was  made  on  the  express  ground  that  accord- 
ing to  the  authorities  that  relief  is  a  proper  remedy  when  an 
eligit  cannot  be  issued.  Lord  Justice  Lindley,  while  recog- 
nising the  difficulty  that  during  the  life  of  the  tenant-for-life 
there  would  be  nothing  for  the  receiver  to  receive  concurred 
in  thinking  that  the  appointment  might  properly  be  made, 
and  thought  that  it  might  possibly  be  useful.  I  have  no 
doubt  that  this  decision  and  the  principle  of  it  have  been 
frequently  followed  and  applied,  and  that  the  plaintiffs  might 
have  obtained  the  appointment  of  a  receiver  in  this  instance. 
Of  the  real  practical  effect  of  such  an  appointment  there  is 
perhaps  some  reason  for  doubt,  the  authorities  not  being 
altogether  explicit.  It  was  established  in  Flegg  v,  Prentis 
(1892,  2  Ch.,  428)  that  no  declaration  of  charge  can  be  made 
on  a  judgment  debtor's  reversionary  personalty  in  favour  of 
a  judgment  creditor  who  has  obtained  such  an  appointment, 
and  it  follows  that  the  judgment  creditor  has  no  right  to  have 
his  debt  raised  by  sale  or  mortgage  of  that  subjected  to  the 
receiver.  And  it  was  decided  in  In  re  Potts  (1893,  i  Q.B., 
648)  that  the  order  appointing  a  receiver  does  not  make  the 
judgment  creditor  a  secured  creditor  within  the  meaning  of 
the  Bankruptcy  Act,  1883.  What,  then,  is  the  utility  of  such 
appointment  indicated  by  Lord  Justice  Lindley  in  Tyrrell  v. 
Painton  (1895,  i  Q.B.,  at  p.  206)  ?  The  Lord  Justice  to  some 
extent  answers  the  question  himself.  He  says: — '*The 
**  appointment  of  a  receiver  does  not  create  a  charge,  but  it 
"  operates  as  an  injunction  to  restrain  the  defendant  from 
"himself  receiving  the  proceeds  of  sale."  And  in  In  re 
Marquis  of  Anglesey  (1903, 2  Ch.,  727),  Mr.  Justice  Swinfen  Eady 


68 


THE  ACCOUNTANT  LAW  REPORTS 


May  II,  1907 


00  p.  731  explains  by  refeieDce  to  Levatseur  v.  Maum  &>  Barry, 

Lim,  (1891,  2  Q.B..  73)  the  advantage  of  obtaining  such  an 

order,    Tbesameleamed  Judge  in  the  same  case,  in  a  passage 

immediately  preceding  that  to  which  I  have  just  referred. 

says  :— "  In  my  opinion  it  prevents  the  debtor  from  dealing 

"  with  the  moneys  to  the  prejudice  of  the  judgment  creditor ; 

"  and  it  also  prevenu  any  subsequent  judgment  creditor  from 

"gaining  priority  over  the  creditor  obtaining  the  order,  if, 

"at  the  date  when  obtained,  the  property  of  the  judgment 

"  debtor  cannot  be  taken  in  execution  or  made  available  by 

"  any  other  legal  process."    It  was  urged  in  argument  that 

this  statement  by  Mr.  Justice  Swinfen  Eady  that  the  appoint 

ment  of  a  receiver  prevents  the  debtor  from  dealing  with  the 

moneys  to  the  prejudice  of  the  judgment  creditor  goes  beyond 

and,  indeed,  contravenes  other  judicial  expressions  on  the 

same  point.    That  may  be  so,  but  I  venture  to  think  that  his 

statement  of  the  law  will  eventually  prove  to  be  sound.    I 

do  not  myself  see  how   the  Court,  after  restraining  the 

defendant  from  himself  receiving  the  property,  can  stop  short 

of  granting  whatever  injunction  is  necessary  to  prevent  its 

being  received  by  others.    The  equitable  principle  involved 

in  Yescombe  v.  Lander  (28  Beav.,  80),  which  has  been  adopted 

in  other  cases,  points  in  that  direction.    But,  be  that  as  it 

may,  I  have  said  enough  to  show  that  the  appointment  of  a 

receiver  has  some  utility  and  is  of  some  advantage  to  the 

judgment  creditor   as   regards  the  equitable  reversionary 

interest  of  the  judgment  debtor,  and  that  suffices  to  bring  the 

assignment  of  that  interest,  which  prevents  the  appointment 

of  a  receiver,  within  the  mischief  of  the  statute  of  Elizabeth. 

Therefore,  in    my    opinion,  this   settlement  cannot  stand 

against    the   creditors   of  the  settlor  represented  by    the 

plaintififs,  and  they  are  entitled  to  judgment. 

After  further  argument,  bis  Lordship  decided  that  the  form 
of  the  order  would  be  a  declaration  that  the  settlement  was 
void  as  against  creditors,  and  the  trustee  be  ordered  to  join 
or  concur  in  all  acts  necessary  to  make  the  property  available 
for  creditors.  The  plaintiffs  were  entitled  to  their  costs  as 
against  the  defendant  Christopher  Holland,  but  the  trustee, 
not  having  acted  dishonestly,  must,  under  the  circumstances, 
be  allowed  his  costs  as  between  solicitor  and  clientoutof  the 
land. 

(23  Times  Law  Reports,  467.) 

KING'S  BENCH  DIVISION. 

April'  22. 

(Before  Bigham,  J.) 

Re  Summers;  ex  parte  The  Official  Receiver. 

Bankruptcy -^Discharge  ^  Order  Granting  Discharge  subject 
to  Bankrupt's  Consent  to  Judgment— Power  of  Court  to 
Revoke  Order—Bankruptcy  Act,  1883  (46  6*  47  Vict, 
e.  52),  s,  10^— Bankruptcy  Act,  1890  (53  6*  54  Vict. 
e.  71),  J.  8,  subsec.  2  (iv.)— Bankruptcy  Rules,  1886-1890, 
rr.  240,  244,  244A,  244B. 
Reference  to  the  Judge  (Bigham,  J.)  from  Mr.  Registrar 
Linkiateir  asking  for  a  decision  on  the  point  whether  the 


Conrt  has  power  to  revoke  an  order  of  dischaige.    On  the 
8th  of  August  1905  the  Conrt  made  an  ovder  gzaotiii^  the 
bankrupt  his  discharge  upon  cooditkMi  of  his  consentinf 
to  jodgment  being  entered  against  him  for  the  halaime  of 
the  debts  provable  in  his  bankmptcy,  which  amounted  to 
;f  7,709.    It  was  further  ordered  that  the  said  som  silonid  be 
paid  at  the  rate  of  ;f  50  a  year  by  instalments  of  £4  3s.  4d. 
per  month,  the  first  instalment  to  be  paid  npoo  the  ist  of 
September  1905.    The  bankrupt  paid  nothing  till  Uie  lath 
of  February  1906,  when  he  paid  £&  6s.  8d.    On  Ibe  17th  of 
February  the  Official  Receiver  filed  a  report  showing  that 
£16  13s.  4d.  was  then  due,  and  on  the  ist  of  March  he  filed 
a  notice  of  motion  for  the  revocation  of  the  dischaige.  The 
motion  came  on  for  hearing  on  the  12th  of  Mamh,  when  the 
bankrupt  paid  up  the  arrears,  amounting  to  ;^3o  6s.  8d.. 
and  no  order  was  made.    The  bankrupt  then  again  fell  into 
arrears,  and  on  the  25th  of  June  the  Conrt  directed  the 
Official  Receiver  to  give  notice  to  the  bankrupt  that  unless 
the  arrears  weie  paid  within  fourteen  days  another  applica- 
tion would  be  made  to  revoke  his  discharge.    The  Official 
Receiver  gave  such  notice  on  the  30th  of  June  and  received 
no  answer,  so  he  filed  a  second  report  on  the  27th  of  July 
and  a  second  notice  of  motion  on  the  31st  of  July.    On  the 
2nd  of  August  the  Court  ordered  the  bankrupt  to  pay  the 
arrears  within  fourteen  days.    On  the  i6th  of  August  the 
bankrupt  gave  a  post-dated  cheque  for  the  arrears,  which 
was  dishonoured  on  piesentation  on  the  25th  of  August 
On  the  nth  of  October  the  bankrupt  wrote  to  ask  how 
much  was  due  from    hdm,    and    was  informed  that  the 
amount  was  ;^29  3s.  46.,  which  he  promiaed  to  pay  by  the 
end  of  November.    Upon  his  failure  to  pay,  the  Official 
Receiver  again  moved  for  the  revocation  of  the  discharge, 
but  the  Registrar  being  in  some  doubt  as  to  whether  he 
had  the  power  to  revoke  an  order  of  discharge,  referred 
the  point  to  the  Judge  for  his  decision.    Couns^  for  the 
Official  Receiver  contended  that  the  Court  had  power  to 
revoke  the  order  under  Section  104  of  the  Bankmptcy  Act, 
1883 :    "  Every  Court  having  jurisdiction  in  bankmptcy 
**  under  this  Act  may  review,  xescind,  or  vary  any  order 
"made  by  it   under    its    bankruptcy  jurisdiction."     The 
Courts  have  been  in  favour  of  a  wide  interpretation  of  this 
section  and  of  section  71  of  the  Act  of  1869,  which  was  in 
the  same  terms  :  Ex  parte  Keighley  ;  re  Wike  (22  W.R.  630, 
L.R.  9  Ch.  667),  Re  Tobias  (39  W.R.  399 ;  1891,  x  Q.B.  463). 

Bigham,  J.,  referred  to  rule  244A,  which  expressly  gives 
the  Court  power  to  rescind  a  discharge  under  certain 
circuonetances. 

Counsel  for  the  bankrupt  contended  that  the  only  con- 
dition the  bankrupt  had  to  fulfil  as  the  term  of  getting  his 
discharge  was  to  consent  to  the  entry  of  judgment  against 
him.  He  had  given  that  consent,  and  his  disdiarge  could 
not  now  be  revoked. 
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JUDGMENT. 

Bigham,  J. :  The  question  which  I  have  to  determine  is 
whether  the  Court  has  jurisdiction  in  any  circumstances  to 
revoke  an  order  of  discharge  granted  under  section  8,  sub- 
section 2  (iv.)  of  the  Bankruptcy  Act,  1890.  I  am  of  opinion 
that  this  order  clearly  was  **  an  order  made  by  the  Court  in 
the  exercise  of  its  bankruptcy  jurisdiction  "  within  section 
104  of  the  Act  of  1883,  and  therefore  the  Court  has  power 
"  to  review,  rescind,  or  vary  "  it.  A  further  question  arises 
as  to  under  what  circumstances  it  can  be  reviewed, 
rescinded,  or  varied,  and  it  has  been  argued  that  the  bank- 
rupt fulfilled  all  the  conditions  imposed  upon  him  by  con- 
senting to  judgment,  and  that  therefore  his  discharge 
cannot  be  revoked.  I  do  not  agree  with  that  contention,  the 
condition  imposed  upon  the  bankrupt  was  a  greater  one 
than  consenting  to  judgment;  it  was  a  consent  to  a  judg- 
ment to  be  paid  out  of  his  future  earnings  and  after- 
acquired  property  under  such  conditions  as  the  Court  might 
direct.  It  was  not  a  mere  consenit  to  a  judgment,  but  a 
consent  to  a  judgment  and  to  the  performance  of  that 
judgment  as  well.  If  the  Registrar  should  be  satisfied  upon 
inquiry  that  the  bankrupt  has  been  in  receipt  of  earnings 
and  has  failed  to  pay  the  instalments  as  directed  by  the 
Court,  then  I  think  he  would  be  entitled  to  hold  that  the 
conditions  of  the  discharge  have  not  been  maintained  and 
to  revoke  the  order  of  discharge. 

(51  S.J.  430.) 


Company  Law. 

CHANCERY  DIVISION. 

Marcii  26. 

(Before  Pakker,  J.) 

In  rt  Her^nann  Llchtenstein  &  Co.,  LIm. 

Company  —  Winding  up  —  Creditors'  Petition  —  Voluntary 
Winding  up — "  Prejudice  '*  to  Creditor— Compulsory  Order 
—Companies  Act,  1862  (25  6*  26  Vict,  c,  89),  5.  145. 

This  was  a  creditor's  petition  for  a  compulsory  winding- 
up  order.  The  company  was  already  in  voluntary 
winding-up ;  its  assets  were  covered  by  debentures  giving 
a  floating  charge  on  its  assets,  and  the  debenture-holders 
had  appointed  a  receiver.  The  substantial  difference,  if 
any,  between  tiie  present  case  and  In  re  Crigglesione 
Coal  Company  (22  The  Timts  L.R.  585;  (1906)  2  Ch. 
327)  was  the  existence  of  the  voluntary  winding-up,  but 
the  petitioner  contended  that  in  the  circumstances  In  re 
Bishop  &»  Sons,  Lim.  (1900,  2  Ch.  254)  applied,  inasmuch  as 
a  majority  in  value  of  the  unsecured  creditoors  supported 
the  petition,  although  no  case  of  "prejudice,"  within  the 
meaning  of  section  145  of  the  Campanies  Act,  1862,  was 
shown. 


JUDGMENT. 

Mr.  Justice  Parker  said  that  the  company  had  been  in 
existence  about  fourteen  months,  and  the  petitioned:  was 
one  of  its  unsecured  creditors.  It  had  been  objected  that 
as  the  company  was  in  voluntary  windang  up  the 
petitioner,  in  order  to  succeed  must  show  that  he  would  be 
"prejudiced  by  the  voluntary  winding  up,"  within  the 
meaning  of  section  145  of  the  Act  of  1862.  But  in  In  n 
Bishop  <&•  Sons,  Lim.,  Mr.  Justice  Farwell  faeld  that  a 
voluntary  wdnding  up  was  not  a  bar  to  a  compulsory  order 
if  the  general  body  of  creditors  desired  such  an  order, 
although  no  case  of  prejudice  was  proved.  In  this  case 
creditors  to  the  amount  of  about  ;f3,ooo  supported  the 
petition.  On  the  other  hand,  the  voluntary  liquidator  had 
ascertained  that  creditors  to  the  anaount  of  about  ;f  2,000 
were  content  to  leave  the  winding  up  in  the  liquidator's 
hands.  There  was  nothing  to  show  what  the  wishes  of  the 
other  creditors  were.  Both  the  petitioner  and  the  liqui- 
dator had  circularised  the  creditors,  but  neither  circular 
was  satisfactory  as  regarded  the  statements  made  therein. 
No  creditor  had  actually  given  notice  of  his  intention  to 
oppose  the  petition,  although  the  liquidator  had  letters 
from  many  creditors  evpressing  their  wishes.  The 
petitioner  had  not  made  out  that  he  would  be  prejudiced 
by  the  voluntary  winding  up,  but  he  had  made  out  a  case 
for  inquiry.  Whatever  rights  debenture-holders  had,  it 
was  not  legitimate  business,  when  their  security  was  by 
way  of  floating  charge  and  a  company  probably  knew 
itself  to  be  insolvent,  to  order  goods  (which  at  once 
became  the  property  of  the  debenture-holders)  and  leave 
the  persons  who  had  supplied  them  as  unsecured  creditors 
of  the  company  with  practically  nothing  to  satisfy  them. 
Having  regard  to  In  re  Bishop  &*  Sons,  Lim.,  his  Lordship 
said  that  he  should  be  doing  no  harm  if  he  made  a  com- 
pulsory winding-up  order.  No  substantial  costs  would 
necessarily  be  incurred  by  the  Official  Receiver  making 
inquiries  as  to  the  antecedents  of  the  company.  There 
must  be  the  usual  compulsory  winding-up  order.  No 
personal  charge  was  made  against  the  voluntary 
liquidator. 

(23  Tim€s  Law  Reports,  424.) 

CHANCERY    DIVISION. 

April  26. 
(Before  Warrington,  J.) 
Sherwell  v.  Combined  Incandescent  Mantles  Syndi- 
cate, LIm. 
Company — Shares^-Offer    to    the    ** Public"* — Circulation    of 
Prospectus  by  Directors  among  Friends — Companies   Act, 
1900  (63  &  64  Vict.  c.  48),  $.  4. 
This  case  raised  the  question  of  the  meaning  of  offering 
share  capital  to  the  public  for  subscription,  within  section  4 
of  the  Companies  Act,  1900.    By  the  writ  in  this  action, 
dated    April    8    1907,    the   plaintifi*  claimed    against  the 
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defendants,  the  Combined  Incandescent  Mantles  Syndicate, 
Lim.,  the  return  of  /705,. being  the  amount  paid  by  him 
to  the  defendant  company  on  application  for  1,410  ordinary 
shares  of  /i  each  in  the  company,  the  consideration  for 
the  same  having  failed,  the  defendant  company  not  having 
within  40  days  after  the  first  issue  of  the  prospectus  (on 
February   15   1907)   obtained   the  amount    named    in    the 
prospectus  as  the  minimum  subscription,  or  in  accordance 
with  section  4  of  the  Companies  Act,  1900,  upon  which  the 
directors  might  proceed   to  allotment.      He  also  claimed 
against    the   defendant    company   and    the    London    and 
County     Banking     Company,     Lim.,     an     injunction     to 
restrain  the  defendant  company  from  drawing  upon,  and 
the  bank  from  parting  with,  any  moneys  standing  to  the 
credit  of  the  defendant  company  either  on  current  or  deposit 
accounts.    The  Combined  Incandescent  Mantles  Syndicate, 
Lim.,  was    incor[)orated   on    January   22    1907  under    the 
Companies  Acts,  1862  to  1900.     The  capital  was  ;f  33,000  in 
shares  of  £\   each.     A  prospectus  was  drawn  up,  dated 
February  15  1907,  upon  which  five  gentlemen,  among  whom 
the  plaintiff  and  one  Mr.  Charles  Vinkeles  Houssart  were 
included,  were  named  as  tlie  directors.     It  stated  that  the 
syndicate    had    been    formed    for    the    general    purposes 
mentioned  in    the    memorandum  of   association,   and,   in 
particular,   to  take  over  an  option  for  a  contract,  dated 
January  24   1907.    The  minimum  subscription  upon  which 
the  directors   would   proceed   to   allotment   was   fixed    at 
;^5,ooo.     The  minimum  was  not  subscribed.    Applications 
were  made  for  shares  amounting  to  ;f  3.812,  and  the  sum  of 
;^i,9o6  was  paid  on    application  for  such    shares.      The 
plaintiff  had  applied  for  1,410  shares  and  had  paid  {^^o^  in 
respect  of  them.      He  now   moved  for  an  injunction   to 
restrain  the  company,  their  directors,  officers,  servants,  and 
agents  from  drawing  upon,  and  the  defendants  the  London 
and  County  Banking  Company,   Lim.,  from  parting  with, 
any  moneys  standing  to  the  credit  of  the  Combined  Incan- 
descent Mantles  Syndicate  at  the  bank,  either  on  current  or 
deposit  accounts,   until  the  trial  of   the  action,  or   until 
further    order.      The    Companies    Act,    1900,    section    4 
provides  that  "  (i)  No  allotment  shall  be  made  of  any  share 
' '  capital  of  the  company  offered  to  the  public  for  subscrlp- 
"tion  "  unless  certain  conditions  have  been  complied  with, 
which,  it  was  admitted,  had  not  been  complied  with  in  the 
present  case.     Subsection  4  provides: — "(4)  If  the  condi- 
"  tions  aforesaid  have  not  been  complied  with  on  the  expira- 
'*  tion  of  40  days  after  the  first  issue  of  the  prospectus,  all 
"  moneys  received  from  applicants  for  shares  shall  be  forth- 
*'  with  repaid  to  the  applicants  without  interest."    Section  6 
requii;es   a  certificate  of  the  registrar  before  a  company 
begins  business.      But  both  sections  apply  only  in  cases 
where  there  is  an  invitation  to  "  the  public"  to  subscribe 
for  shares.    The  evidence  showed  that  directors  had  been 
supplied  with  copies  of  the  prospectus,   which  had  been 
circulated  among  their    friends    and    acquaintances.      No 
single  application  for  shares  had  resulted. 

Mr.  Justice  Warrington  said  the  motion  was  founded  on 
the  supposed  right  of  the  plaintiff  as  an  applicant  for  shares 


to  have  his  money  returned  to  him  under  section  4,  sub- 
section 4,  of  the  Companies  Act,  1900.  His  suggestion 
was  that  he  was  entitled  to  be  repaid  the  money  which  he 
had  paid  on  his  application  for  shares  by  virtue  of  that 
section,  and  that,  if  the  money  were  drawn  out  of  the  bank, 
he  would  lose  what  he  could  otherwise  have  got  under  the 
section.  It  was  not  denied  that,  if  share  capital  was  offered 
to  the  public  for  subscription  so  that  the  section  was 
applicable,  the  conditions  had  not  been  complied  with. 
Whether  or  not  capital  had  been  offered  to  the  public  was  a 
pure  question  of  fact.  Was  it,  or  was  it  not,  any  share 
capital  offered  to  the  public  for  subscription  ?  The  history 
of  the  company  was  simple.  A  syndicate  was  formed, 
which  was  a  promotion  syndicate.  It  was  never  intended  to 
carry  on  business.  It  was  formed  by  a  few  gentlemen  for 
the  purpose  of  obtaining  an  option  which  might  aftenA>'ards 
ripen  into  a  contract  for  the  acquisition  of  certain  property. 
Upon  the  evidence  it  was  never  intended  to  apply,  and  the 
syndicate  never  did  apply,  to  the  public  for  subscription 
for  their  shares.  The  only  colour  which  could  be  given  to 
any  such  suggestion  was  that  the  directors  did  cause  1,000 
copies  of  the  prospectus  to  be  printed,  headed  **  Strictly 
private  and  confidential ;  not  for  publication."  Was  that 
an  offer  of  shares  to  the  public  for  subscription  ?  In  his 
opinion  it  was  not.  He  thought  that  what  the  section 
meant  by  an  offer  of  shares  to  the  public  for  subscription 
was  that  there  should  be  an  offer  of  share  capital  by  the 
company,  and  not  an  offer  by  some  individual.  It  meant, 
in  his  judgment,  an  offer  of  shares  to  anyone  who  should 
choose  to  come  in.  The  only  evidence  of  there  having 
been  such  an  offer  was  that  the  directors  other  than 
Houssart  had  20  copies  of  the  prospectus,  and  that  Houssan 
had  200  copies,  which  he  appeared  to  have  sent  to  b:s 
friends  on  his  own  account,  without  any  authority  from  the 
company.  The  result  of  the  evidence  was  that  there  >»as 
nothing  but  an  intention  on  the  part  of  the  existing  members 
of  the  company  to  keep  the  share  capital  to  themselves  and 
a  few  other  persons  whom  they  might  like  to  bring  in.  The 
plaintiff  had  not  made  out  that  there  had  been  any  share 
capital  offered  to  the  public  for  subscription  within  the 
meaning  of  the  Act.  The  result  was  that  the  application 
must  be  refused. 

(23  Timti  Law  Reports,  482.) 


Miscellaneous. 

KING'S  BENCH  DIVISION. 
April  17. 
(Before  Darling  and  Phillimore,  JJ.) 
The  Mayor,  &c.,  of  Hastings  v.  Letton  and 
another. 
Landlord  and  Tenant — Lease  to  Company — Surety  for  Pajm:tt 
of  Rent  during  Term — Dissolution  of  Company — LiabtU^ 
of  Surety— Companies  Act,  1862  (25  6*  26  Vict.  c.  Sq*, 
s.  143. 
This  was  an  appeal  by  the  defendants  from  die  decision 
of  tibe  Jud^e  of  the  County  Court  of  Sussex,   sitting  ai 
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Hastings.  The  action  was  brought  by  the  Coqx>ration  of 
Hastings  against  the  defendants  for  rent  alleged  to  be  due 
under  the  provisions  of  a  lease  of  certain  premises  granted 
by  the  corporation  on  July  17  1903  to  a  limited  company, 
the  two  defendan/ts  being  sureties  for  the  payment  of  the 
rent  due  from  the  company.  The  lease  was  for  seven 
years  at  an  annual  rental  of  ;^2oo,  payable  monthly,  and  by 
one  of  its  terms  it  was  provided  tihat  "the  lessees  do  and 
"^each  of  the  sureties  doth  for  himself  covenant  that  the 
"  lessees  and  sureties,  or  some  or  one  of  them,  will  during 
"^the  said  term  pay  the  said  rent  on  the  dates  and  in  the 
**  manner  hereinbefore  mentioned."  The  company  got  into 
difficulties,  and  in  1904,  with  the  consent  of  the  Corpora- 
tion of  Hastings,  they  assigned  their  lease  to  another  com- 
pany called  the  Southern  Produce  Company,  the  defendants 
remaining  sureties  on  the  same  terms  for  the  new  com- 
pany. On  January  23  1906  tihe  first  company  was  finally 
dissolved,  and  in  February  resolutions  for  winding  up  the 
second  company  were  passed.  On  May  9  the  liquidator  of 
this  company  filed  his  return,  and  by  section  143  of  the 
Companies  Act,  1862,  three  months  later,  on  August  9,  the 
company  was  finally  dissolved  and  ceased  to  exist.  The 
liquidator  tendered  the  key  of  the  premises  to  the  Town 
Clerk  of  the  plaintiffs  on  August  9,  and  the  sureties  paid 
the  rent  due  down  to  that  date.  The  action  was  brought 
with  respect  to  the  rent  due  for  the  following  month.  The 
Tounty  Court  Judge  held  that  on  the  dissolution  of  the 
company  the  right  to  the  unexpired  portion  of  the  lease 
vested  in  the  Crown,  and  that  consequently,  as  it  was  stUl 
in  existence,  the  defendants  were  liable  under  their 
covenant  for  the  remainder  of  the  term. 

Mr.  Humphrys,  for  the  defendants,  contended  that  the 
company  having  ceased  to  exist  the  reversion  of  the  lease 
had  thereby  become  accelerated  by  operation  of  law,  and 
that  there  being  no  longer  any  portion  of  the  term  out- 
standing the  defendants  were  not  liable.  In  support  of 
this  proposition  he  referred  to  Blackstone's  Commentaries, 
2 1  St  ed.,  Vol.  I.,  p.  484,  where  the  law  is  thus  stated :  — 
"*  But  the  body  politic  may  also  itself  be  dissolved  in  several 
"  ways,  which  dissolution  is  the  civil  death  of  the  corpora- 
"tion,  and  in  this  case  their  lands  and  tenements  shall 
"  revert  to  the  person  or  his  heirs  who  granted  them  to  the 
"  corporation ;  for  the  law  doth  annex  a  condition  to  every 
"  such  grant  that  if  the  corporation  be  dissolved,  the  grantor 
"^  shall  have  the  lands  again  because  the  cause  of  the  grant 
"  failcth.  The  grant  is,  indeed,  only  during  the  life  of  the 
"  corporation,  which  may  endure  for  ever  j  but  when  that 
"life  is  determined  by  the  dissolution  of  the  body  politic, 
"  the  grantor  takes  it  back  by  reversion,  as  in  the  case  of 
"every  other  grant  for  life.  The  debts  of  a  corporation, 
"either  to  or  from  it,  are  totally  extinguished  by  its  dis- 
*"  solution,  so  that  the  members  thereof  cannot  recover  or  be 
"  charged  with  them  in  their  natural  capacities."  He  also 
referred  to  Stagey  v.  Htll  (1901,  i  K.B.  660),  Grant  on 
Corporations,  p.  303,  In  re  General  Accident  Assurance  Cor- 
poration  (1904,  i  Ch.  147),  In  re  Taylor* s  Agreement  Trusts 
(1904,  2  Ch.  737),  In  re  Higginson  and  Dean  (1899,  i  Q.B. 
3^5)- 


Mr.  Hohler,  for  the  plaintiffs,  submitted  that  the  decision 
of  the  Judge  was  right  both  as  to  the  efi'ect  of  the  dissolu- 
tion of  the  company,  and  as  to  the  true  construction  of  the 
contract.  There  was  no  case  in  which  it  had  been 
suggested  that  a  company  could  by  its  dissolution  put  an 
end  to  a  term  which  had  been  created.  The  ocily  way  in 
which  a  lease  could  be  got  rid  of  in  such  a  case  was  by  a 
surrender,  which  must  be  by  the  consent  of  the  parties, 
necessitating  the  offer  and  acceptance  of  terms.  That 
being  so,  upon  the  dissolution  of  this  company  the  lease 
vested  in  the  Crown  as  bona  vacantia  for  the  remainder  of 
the  term,  and  the  defendants  were  consequently  liable. 
He  cited  Ex  parte  Walton  (17  Ch.D.  746),  In  re  the  Hay  tor 
Granite  Company  (L.R.  i  Ch.  77),  Pryce-Jones  v.  Williams 
(1902,  2  Ch.  517),  In  re  FitzGeorge  (1905,  i  K.B.  463). 

JUDGMENT. 

The  Court  allowed  the  appeal. 

Mr.  Justice  Darling,  in  giving  judgment,  said  that  the 
case  was  a  curious  one  and  raised  a  difficult  question. 
Apparently  this  was  the  first  time  it  had  occurred  in  a  case 
where  it  was  absolutely  necessary  to  decide  it.  The  facts 
were  that  the  corporation  of  the  borough  of  Hastings 
granted  a  lease  to  a  certain  company,  and  the  company 
covenanted  in  the  lease  to  pay  the  rent  for  a  term  of  seven 
years,  and  the  two  appellants  in  the  case  entered  into  a 
similar  covenant  as  sureties.  The  company  assigned  its 
lease  to  another  company,  and  was  ultimately  dissolved. 
The  second  company,  which  became  the  assignee  of  this 
lease,  was  also  dissolved  in  August  1906,  and  the  ques- 
tion was  whether,  the  company  having  been  dissolved,  the 
sureties  were  still  liable  to  pay  rent  to  the  lessors.  They 
undertook  to  pay  the  rent  in  these  terms :  — "  The 
*"  lessees  do,  and  each  of  the  sureties  doth  for  himself, 
"covenant  that  the  lessees  and  sureties,  or  some  or  one  of 
"*  them,  will  during  the  said  term  pay  the  said  rent  on  the 
"dates  and  in  the  manner  hereinbefore  mentioned."  The 
question  they  were  asked  to  solve  was  whether  the  term 
had  come  to  an  end  by  the  dissolution  of  the  company,  or 
whether  the  term  still  existed,  and,  if  it  did  exist,  whether 
the  sureties  were  bound  to  go  on  paying  the  rent,  although 
the  lessee  had  gone  out  of  existence  altogether.  The 
County  Court  Judge  had  decided  that  they  were  bound  to 
pay.  He  decided  really  upon  the  ground  that  the  case 
was  analogous  to  that  of  the  death  of  a  single  human  being, 
and  he  said  that  if  such  a  lessee  had  sureties  they  would 
have  been  liable,  although  the  lessee  was  dead,  and 
although  he  was  a  bastard  and  died  without  any  kind  of 
issue  and  intestate.  He  said  in  that  case,  truly  enough, 
that  the  term  would  not  be  at  an  end,  but  would  vest  in  the 
Crown,  and  the  term  being  still  alive  and  the  sureties 
having  undertaken  to  pay  so  long  as  the  term  endured, 
they  would  have  to  continue  to  do  so.  He  (Mr.  Justice 
Darling)  thought  that  that  analogy,  although  a  specious 
one,  was  false.  The  death  of  a  limited  company  was  a 
figurative  expression.  The  word  used  in  the  Companies 
Act,  1862,  was  "dissolved,"  and  in  the  case  of  a  company 
dissolution  did  not  take  place,  as  it  took  place  in  the  case 
of  a  human  being,  with  all  his  contracts,  liabilities,  and 


72 


THE  ACCOUNTANT  LAW  REPORTS 


May  II,  1907. 


property  still  upon  his  hands ;  but  if  one  looked  at  the 
provisions  made  in  the  Act  for  the  decease  of  limited  com* 
panics,  k  would  be  seen  that  they  made  death  a  very  pain- 
less afiair  for  a  company,  because  it  was  provided  that 
before  it  was  dissolved  all  its  property  should  have  been 
disposed  of.  His  Lordship  read  Sections  142  and  143  of  the 
Act,  and,  cootinuing,  said  that  before  dying  the  company 
was  divested  of  everything,  and  it  was  not  permitted  to  die 
until  that  had  been  done.  The  way  in  which  the  analogy 
was  used  by  the  County  Court  Judge  seemed  to  take  no 
notice  of  these  facts.  What  would  appear  to  him  to  be 
somewhat  analogous  would  be  to  take  the  case  of  a  single 
lessee  who  was  a  lessee  not  for  years,  but  for  life,  because 
in  such  a  case  upon  his  death  the  term  would  immediately 
revert  to  the  grantor  of  the  lease.  He  thought  the  passage 
in  Blackstone  quoted  by  Mr.  Humphiys  was  good  law,  and 
it  was  cited  by  Mr.  Justice  Wright  in  In  re  Higginson  and 
Dean  as  being  a  perfectly  good  statement  of  the  law  on  the 
subject.  His  Lordship  quoted  the  passage  in  question 
from  page  330  of  the  report,  in  1899,  i  Q.B.,  and,  con- 
tinuiug,  said  it  seemed  to  him  that  in  the  present  case, 
when  the  corporation  was  dissolved,  there  were  no  bona 
vacantia  left  at  all  to  go  to  the  Crown.  The  land  reverted 
to  the  grantor  of  it,  and  the  grantor  had  his  whole  estate 
again.  He  thought  some  further  authority  for  this  view 
was  to  be  found  in  In  re  Higginson  and  Dean.  At  page 
332  Mr.  Justice  Wright  said,  after  quoting  the  opinion  of 
Mr.  Justice  Story  in  Mumma  v.  Fotomac  (8  Peters,  821,  at 
p.  286) :  — "  This  statement  of  the  law  may  not  perhaps  be 
"entirely  applicable  in  this  country,  but  it  requires  con- 
"sideratioa.  It  might  be  reasonable  to  enact  that,  in 
"analogy  to  the  immemorial  law  of  executors  and 
"administrators  and  the  Statute  of  31  Ed.  HI.,  st.  i,  c.  xi, 
"  on  the  dissolution  of  a  corporation  aggregate  all  its  rights, 
"  including  its  rights  of  action  on  executed  contracts,  such 
"  as  those  evidenced  by  bank  notes  or  bonds,  or  on  claims 
"  in  debt,  devolve  upon  the  Crown  subject  to  the  payment 
"of  the  corporation's  own  debts.  It  would,  however,  I 
"  think,  in  the  present  state  of  the  authorities,  be  judicial 
"legislation  to  declare  the  Crown  entitled  to  maintain 
"  action's  in  such  cases,  except  where  it  can  allege  a  trust.'* 
For  the  reasons  he  had  given  it  appeared  to  hdm  that  the 
decision  of  the  County  Court  Judge  must  be  reversed. 

Mr.  Justice  Phillimore  said  he  was  of  the  same  opinion. 
To  his  mind  it  was  quite  clear  that  this  covenant  by  the 
sureties  endured  as  long  as  the  term  endured.  Therefore 
what  they  had  to  see  was  whether  the  term  still  remained. 
Mr.  HohJer  sadd  that  it  did,  and  he  thought  the  County 
Court  Judge  took  the  same  points  in  his  judgment.  The 
fiist  of  these  points  was  that  you  can  have  a  lease  without 
a  leaseholder.  But  was  that  so?  He  did  not  see  how.  A 
lease  for  a  term  of  years  was  property.  It  was  a  chattel 
real.    Could  there  be  property  which  was  not  propriutn  to 


somebody?  He  did  not  think  so.  The  second  point  was 
that  the  lease  existed  because  there  was  a  leaseholder  in 
the  person  of  the  Crown.  If  the  lease  remained  in  exist- 
ence after  the  dissolutdoai  of  the  corporation,  there  ought 
not  to  be  a  dissolution  at  all.  As  Mr.  Justice  Darling  had 
pointed  out,  the  Companies  Act,  1862,  contemplated  thai 
a  corporation  should  strip  itself  or  be  stripped  of  all  its 
possessions  and  get  rid  of  all  its  obligations  before  it 
ceased  to  exist.  Indeed  this  must  be  the  case  under 
the  Act  three  months  before  it  ceased  to  eodst. 
Therefore  this  point  ought  not  to  arise.  Suppose, 
however,  that  it  did  arise,  and  that  this  corpora- 
tion slipped  out  of  'existence  without  disposing  of  all  its 
property,  whether  advantageous  or  onerous  to  it,  why 
should  that  property  pass  to  the  Crown?  The  Crown  was 
entitled  to  bona  vacantia^  and  he  quite  agreed  thai  in  the 
case  described  by  Mr.  Justice  Wright  in  In  re  Higginson 
and  Dean  there  were  bona  vacantia  which  the  Crown  might 
claim ;  but,  as  Mr.  Justice  Wright  said,  and  as  had  been 
said  by  Mr.  Justice  Parker  in  another  case,  that  only 
applied  to  personal  property,  and  he  thought  both  of  them 
intended  to  exclude  chattels  real.  What  happened  in  such 
a  case  to  estates  and  interests  in  land?  It  was  well 
known  that  corporations  very  often  received  grants  not 
merely  of  estates  in  fee  simple,  but  of  long  leases.  What 
did  the  law  contemplate  such  grants  as  being?  It  coa- 
sidered  them  as  being  grants  by  which  the  freeholder 
carved  some  interest  out  of  his  estate.  Then  Blackstone 
said  thai  in  those  cases  the  piroperty  in  the  land  is  held 
to  have  been  given  by  the  grantor  on  the  implied  con- 
dition that  the  corporation  is  to  hold  it  as  long  as  it 
remains  a  corporation.  Corporations  were  supposed  to  be 
created  for  beneficial  purposes,  and  the  land  was  given  to 
them  for  such  purposes.  When  they  ceased  to  exist,  the 
public  spirit  of  the  landlord  was  rewarded  by  the  property 
coming  back  to  him.  He  did  not  see  why  there  should  be 
any  distinction  between  a  life  estate,  a  freehold,  or  an 
estate  for  a  term  of  years.  In  either  case  he  thought  that 
land  given  to  a  corporation  for  a  particular  purpose  would 
revert  to  the  landlord.  It  might  be  put  in  another  way. 
The  property  was  given  to  the  corporation  for  a  term  of 
years  if  they  were  there  to  enjoy  it.  If  the  corporation 
ceased,  the  reversion  was  accelerated  and  the  grantor 
came  inio  possession  so  much  the  sooner.  On  these 
grounds  he  was  of  opinion  that  this  lease  ceased  to  exist 
when  the  lessee  ceased  to  exist.  When  the  lessee  was  a 
man  or  woman  his  or  her  i>ersonal  representative  might 
arise  and  take  his  or  her  position.  It  was  only  in  the 
case  of  these  corporations  which  were  extinguished  and 
had  no  representative  that  this  point  could  arise.  When 
it  did  arise,  he  thought  the  land  returned  to  the  man  who 
gave  it.  He  therefore  thought  that  the  liability  of  the 
sureties,  which  was  limited  to  the  term  of  the  lease,  had 
come  to  an  end,  and  that  the  defendants  were  not  liable. 
Leave  to  appeal  was  given. 

(23  Times  Law  Reports,  45^0 
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Xaw  Veport9. 
Accountancy  and  Auditing. 

KING'S   BENCH    DIVISION. 

April  30. 

(Before  Lord  Alverstone,  C.J.,  Darling  and 

Phillimorb,  JJ. 

The  Klnic  v.  Roberts;  exparu  Lawrence  and  others. 

Local   Government — Audit— Surcharge — Local    Authority   not 

accepting  lowest  Tender — System    of  cheching   quantities 

delivered — Certiorari— Jurisdiction  of  Court — Poor  Law 

Amendment  Act,  1844  (7  6*  8  Vict,  c,  loi),  s.  35— Poor 

Law  Audit  Act,  1848  (11  iS*  12  Vict.  c.  91),  s.  4— Public 

Health  Act,  1875  (S^  <^  39  Vict.  c.  55),  5.  247. 

These  were  four  rules  nisi  for  writs  of  certiorari  to  quash 

certain  surcharges  made    by   Mr.   A.   Carson   Roberts,   a 

district  auditor  of  the  Local  Government  Board,  on  members 

of  the  Finance  Committee  and  the  Highways  Committee  of 

the  Westminster  City  Council,  and  also  on  the  engineer,  in 

respect  of  cheques  signed  by  them  in  payment  for  shingle 

and  for  tenders  which  were  not  the  lowest  sent  in.    The 

Finance  Committee  had  dealt  with  the  matter  of  the  shingle, 

and,  though  no  charge  of  negligence  was  made  against  the 

Finance  Committee,  it  was  said  that  calculation  showed  that 

short  weight  must  have  been  delivered,  that  the  weight  of 

the  shingle  as  delivered  by  the  contractors  had  not  been 

properly  checked,  the  loads  being  merely  counted,  and  that 

payment  for  what  had  not  been  delivered  was  illegal.    The 

Highways  Committee    were  charged    with    negligence    in 

rejecting  lower  tenders  and  accepting  higher  in  the  case  of 

forage  and  boots,  and  so  on.     The  persons  who  had  been 

surcharged  denied  that  there  had  been  any  negligence,  and 

they  said  that  they  had  accepted  the  tenders  which  were 

most  advantageous  to  the  Council.     It  was  stated  that  no 

hardship  would  result  to  the  members  who  had  signed  the 

cheques,  as  the  Local  Government  Board  would  remit  the 

amount  of  the  surcharges.    The  amount  of  the  surcharges 

in  the  case  of  the  tenders  was  the  amount  which  the  auditor 

estimated  as  the  loss  to  the  ratepayers.     He  had  asked  for 

an  explanation,  and  was  told  that  the  tenders  were  the  most 

advantageous  to  the  ratepayers,  but  no  details  were  given. 

The  surcharges  had  been  made  under  section  247  of  the 

Public  Health  Act,  1875.     It  was  objected,  in  showing  cause 

against  the  rules,  that  certiorari  ought  not  to  issue,  as  there 

was  a  remedy  given  by  section  247  of  appeal  to  the  Local 

Government  Board,  and  that  if  there  was  evidence  of  loss 

the  decision  of  the  auditor  could  not  be  questioned,  it  not 

being  for  this  Court  to  deal  with  the  weight  of  evidence— 

Reg.  V.  Bolton  (i  Q.B.  66) ;  In  re  Baker  (2  H.  and  N.  219) ; 

Reg.  V.  Knott  (15  L.T.  291) ;  Colonial  Bank  of  Australasia  v. 

Willan  (L.R.  5  P.C.  417).     It  was  said  that  the  case  of  Reg. 

V.   Haslekurst  (51  J. P.  645)    did    not   conflict  with    these 


decisions.  In  support  of  the  rules,  it  was  contended  that 
the  Court  could  overrule  the  auditor  if  he  was  wrong,  even 
though  there  was  evidence  in  support  of  his  decision,  and 
that,  in  any  case,  the  auditor  had  made  a  mistake  in  his 
calculation  that  there  was  short  delivery  of  shingle,  and  that 
the  Highways  Committee  had  acted  bond  fide  in  the  exercise 
of  their  discretion  in  the  acceptance  of  the  tenders. 

JUDGMENT. 

The  Lord  Chief  Justice,  in  giving  judgment,  said  that  it 
was  first  of  all  necessary  to  consider  what  the  jurisdiction 
of  the  Court  was  in  respect  of  this  matter.  The  ques- 
tion arose  under  section  247  of  the  Public  Health  Act,  1875, 
which  in  substance  referred  back  to  the  practice  under  the 
Poor  Law  Amendment  Act,  1844  (7&  8  Vict.  c.  loi).  in  which 
the  section  in  point  was  section  35.  In  his  opinion  that 
section  gave  the  Court  a  wider  jurisdiction  than  in  the 
ordinary  case  of  certiorari,  and,  reading  it  by  itself  and  with- 
out the  light  of  the  decisions  upon  it,  he  should  come  to  the 
conclusion  that  it  gave  the  Court  jurisdiction  to  deal  with 
matters  of  fact  as  well  as  of  law.  That  section,  and  also 
section  4  of  the  Poor  Law  Audit  Act,  1848  (zi  &  Z2  Vict.  c. 
91).  showed  that  the  Court  had  not  the  narrow  powers  as 
suggested  by  Lord  Robert  Cecil.  The  case  of  R^.  v.  Hasle- 
kurst, which  was  binding  upon  them,  was  a  distinct 
authority  for  the  view  that  the  Court  had  a  right  to  review 
the  auditor's  decision,  not  only  when  erroneous  in  point  of 
law,  but  also  when  erroneous  in  any  sense.  That  being  so, 
they  had.  then,  to  consider  the  question  upon  the  merits. 
The  case  against  the  Finance  Committee  was  very  peculiar, 
and  he  desired  to  say  at  once  that  he  could  see  no  evidence 
that  they  had  made  or  authorised  the  making  of  an  illegal 
payment.  Certain  shingle  or  graxel  was  supplied  to  the 
Council  at  different  places  in  Westminster ;  accounts  were 
sent  up  by  some  officer  to  the  Highways  Committee  and 
passed  on  by  them  with  a  recommendation  to  the  Finance 
Committee  for  payment,  and  then  cheques  were  signed  by 
the  members  of  the  Finance  Committee,  who  had  been  sur- 
charged. If  the  question  came  before  a  Judge,  he  did  not 
think  it  could  be  held  that  there  was  the  slightest  evidence 
of  an  illegal  payment  by  those  gentlemen ;  but  it  was  said 
that  an  auditor  was  in  a  different  position  and  had  power  to 
surcharge  if  he  did  not  get  a  satisfactory  explanation,  and 
that  this  Court  could  not  review  his  decision.  The  auditcr 
appeared  to  be  satisfied  that  the  mode  of  checking  the 
deliveries  of  gravel  was  lax.  That  might  or  might  not  be 
so.  Taking  the  view  that  the  checking  was  not  satisfactory, 
the  auditor  seemed  to  have  investigated  for  himself  and  had 
come  to  the  conclusion  that  there  were  short  deliveries. 
His  Lordship,  however,  thought  that  the  test  applied  by  the 
auditor  was  fallacious,  and  he  was  by  no  means  satisfied 
that  there  was  any  evidence  of  short  delivery  or  anything 
beyond  possibly  a  lax  method  of  keeping  a  check  upon  the 
number  of  cubic  yards  of  gravel  delivered.    The  auditor 
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was  doing  his  duty  in  calling  attention  to  what  he  considered 
that  lax  method  of  checking ;  but  if  he  was  to  say  that 
persons  had  authorised  an  illegal  payment  the  auditor  must 
have  some  evidence  before  him  as  to  that.  In  his  (the  Lord 
Chief  Justice's)  judgment  the  Finance  Committee,  when 
they  paid  upon  the  vouchers  properly  sent  to  them,  could 
not  be  said  to  have  made  an  illegal  payment.  The  next 
surcharges  were  those  made  against  the  members  of  the 
Highways  Committee,  and  these  rested  entirely  upon  the 
fact  that  the  Committee  had  not  accepted  the  lowest  tenders. 
While  the  duties  of  an  auditor  under  the  Act  which  they 
were  considering  were  much  more  important  than  those  of 
an  auditor  of  a  company,  he  was  not  entitled  to  question 
the  judgment  of  honest  men  who  had  come  to  a  boHd  ft4e 
decision  on  these  matters.  Perhaps  there  was  no  better 
illustration  of  that  than  in  the  acceptance  of  tenders.  Any 
one  with  knowledge  of  these  matters  knew  that  the  greatest 
mischief  sometimes  came  about  by  the  acceptance  of  the 
lowest  tender ;  and,  in  his  opinion,  it  would  be  most 
dangerous  to  say  that,  given  honest  members  of  the 
committee  (against  whose  character  or  position  in  the 
present  instance  not  a  word  had  been  said),  simply  because 
they  had  not  accepted  the  lowest  tender  that  was  prtm&  facie 
evidence  that  they  had  not  discharged  their  duty.  He 
could  well  imagine  that  there  might  be  the  acceptance  of 
a  higher  tender  under  circumstances  that  would  give  rise 
to  suspicion  of  corruption  or  want  oi  good  faith  ;  but  for  an 
auditor  to  have  assumed  the  responsibility  of  saying  that 
the  tenders  in  this  case  ought  not  to  have  been  accepted 
and  others  ought  to  have  been  accepted,  because  on  a 
hypothetical  calculation  the  Council  would  have  saved  so 
much,  would  be  opening  the  door  to  a  most  dangerous 
practice.  The  auditor  was  not  entitled  to  treat  the  state- 
ment of  the  Committee  that  they  accepted  a  particular 
tender  believing  it  to  be  the  best  they  could  do  as  of  no 
account,  and  he  declined  to  assent  to  the  view  that  an 
auditor,  with  nothing  else  before  him  beyond  the  fact  that 
the  lowest  tender  was  not  accepted,  could  treat  that  as 
evidence  of  misconduct  or  negligence.  With  regard  to  the 
engineer,  the  utmost  that  could  be  said  against  him  was 
that  at  some  stage  he  might  possibly  have  devised  a  better 
system  of  checking  the  actual  quantities  of  things  delivered. 
His  Lordship  could  not,  however,  see  any  evidence  against 
him  of  misconduct  or  negligence  in  the  question  of 
deliveries;  nor  could  he  say  that  there  was  any  such 
evidence  against  him  in  reference  to  the  tenders.  The 
whole  of  the  rules  would  therefore  be  made  absolute, 
although  he  did  not  regret  that  the  matter  had  been  investi- 
gated. He  thought  that  the  costs  of  the  auditor  and  of  the 
other  gentlemen  should  be  paid  out  of  the  rates. 

Mr.  Justice  Darling  and  Mr.  Justice  Phillimore  delivered 
judgment  to  the  same  eftect. 

(23  Times  Law  Reports,  491.) 


Bankruptcies  and  Insolvencies. 


CHANCERY  DIVISION. 
May  I  and  2. 
(Before  Joyce,  J.) 
London  and  Westminster  Bank  v.  H.  Button  and 
His  Trustee  In  Bankruptcy. 
Appropriation  of  Payments— Interest  upon  Loan— Waiver  or 
Release  of  Interest— Entries  in  Bankers*  Books  not  Com- 
municated to  the  Customer— Bankers'  Books  Evidenee 
Act,  1879  (42  (S*  43  Vict.c.  ii)-Effect  of  AcknoivUdg' 
ments  by  Bankrupt  against  kis  Trustee  in  Bankruptcy, 
The  defendant  Button  was  a  customer  of  the  plaintiff 
bank  for  a  period  extending  over  many  years.  The 
transactions  between  Button  and  the  bank  were  entered  in 
the  bank's  books  in  two  principal  accounts — the  Current 
Account  and  the  Loan  Account.  Both  these  accounts  were 
secured  by  deposits  of  title-deeds,  accompanied  by  a  memo- 
randum of  charge.  The  bank  charged  interest  on  the  Loan 
Account,  but  this  interest  was  carried  to  the  Current 
Account,  and  was  not  debited  to  the  Loan  Account.  After 
1883  Button  ceased  to  pay  interest,  and  the  bank  did  not 
make  any  entries  in  respect  of  interest  after  that  date  in 
their  books.  From  time  to  time  after  1883  the  bank 
received  payments  from  Button  in  respect  of  his  indebted- 
ness, and  these  were  carried  by  the  bank  to  the  Loan 
Account,  and  credited  against  capital.  Button,  however,  at 
the  request  of  the  bank,  periodically  signed  acknowledg- 
ments of  statements  of  account  stated  by  the  bank  to  him. 
In  these  statements  of  account  the  amounts  which  were 
then  due  for  principal  and  interest  were  set  out.  On  the 
30th  of  January  1901  the  sum  of  ^27,450  was  debited  in  the 
Loan  Account,  but  Button  on  that  date  acknowledged  a 
statement  showing  a  debt  of  /'27,45o  for  principal  and 
^24,768  17s.  3d.  for  interest.  In  1903  Button  paid  jf  10,000 
to  the  bank,  and  thereupon  the  bank  wrote  off  the  balance. 
/'17.450,  as  a  bad  debt.  Subsequently  Button  became 
bankrupt.  In  this  action,  which  was  by  the  bank  to  enforce 
their  security,  the  trustee  in  bankruptcy  disputed  the 
liability  of  the  estate  to  pay  the  interest  claimed  by  the  bank 
on  the  ground  that  the  bank  had  waived  or  rdeased  this 
item  by  appropriating  all  payments  to  capital  in  their  books, 
and  that  the  bankrupt's  acknowledgments  were  not  effecdft 
agaiinst  the  trustee  in  bankruptcy.  The  evidence  relating  to 
the  bank's  entries  and  books  which  was  adduced  by  the 
bank  was  by  consent  treated  as  evidence  under  the  Bankers' 
Books  Evidence  Act,  1879.  but  the  defendants,  in  the  coarse 
of  hearing,  objected  that  such  evidence  was  not  admissible 
by  a  bank  when  adduced  in  its  own  favour,  and  when  the 
bank  was  a  party  to  the  action.  Joyce,  J.,  overruled  the 
objection,  holding  the  evidence  under  the  Bankers'  Book 
Act  was  prima  facie  evidence  against  all  the  world :  jHisrdo^ 
V.  Williams  (14  C.  D.  197). 
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JUDGMENT. 

Joyce,  J.,  held  that,  even  if  there  was  an  intention  by  the 
bank  to  appropriate  Button's  payments  to  capital,  as  to 
which  be  was  not  satisfied  on  the  evidence,  this  appropria- 
tion would  not  bind  the  bank,  on  the  authority  of  Simson  v. 
Ingham  (2  B.  &  C.  65).  The  bankrupt's  acknowledgments 
bound  the  trustee.  The  case  oiRe  Van  Laun  (1907,  i  K.  B. 
155)  was  a  decision  in  bankruptcy,  and  solely  related  to 
the  trustee's  right  to  reject  or  admit  proofs  against  the 
estate,  and  was  not  intended  to  affect  the  validity  in  fact 
of  a  bankrupt's  admissions  or  acknowledgments. 

(51  S.J.  466.) 


Company  Law. 

CHANCERY  DIVISION. 

22  and  30  April. 

(Before  Warrington,  J.) 

Ri  Dover  Coalfields  Extension,  Lim. 

Company — Winding-up -Director's  Fees  obtained  as  Director  0/ 
another  Company. 

Court  summons.  This  was  an  application  by  the  liquidator 
of  the  Dover  Coalfislds  Extension,  Lim.,  against  the  chair- 
man of  that  company,  for  an  order  directing  him  to  account 
for  certain  fees  received  by  him  as  a  d  rector  of  another 
company,  viz.,  the  Consolidated  Kent  Collieries  Corporation, 
Lim.  The  Dover  company  was  formed  on  the  i6th  of  April 
1901,  and  on  the  23rd  of  April  1901  the  signatories  to  the 
memorandum  resolved  on  the  purchase  of  certain  shares  in 
the  Kent  Corporation.  On  the  ist  of  May  1901,  Cousins  (the 
sadd  chairman)  became  a  director  of  the  Dover  company. 
On  the  I2th  of  June  the  board  of  the  Dover  company 
resolved  on  the  purchase  of  5.105  shares  in  the  Kent  Corpora- 
tion. The  Dover  company  thus  became  shareholders  in  the 
Kent  Corporation,  and  the  shares  were  transferred  into  the 
names  of  trustees  for  the  Dover  company.  On  the  nth 
of  February  1902  Cousins  was  elected  a  director  of  the  Kent 
Corporation  for  the  purpose  of  looking  after  the  interests  of 
the  Dover  company  in  the  Kent  Corporation.  The  articles 
of  association  of  the  Kent  Corporation  provided  that  the 
qualification  of  directors  other  than  first  directors  should  be 
a  nominal  holding  of  1,000  shares  to  be  obtained  within  one 
month  of  election,  and  on  the  28th  of  February  1902  the 
board  of  the  Dover  company  passed  a  resolution  that  1,000 
of  the  shares  bought  as  aforesaid  should  be  transferred  to 
Coasins,  who  executed  a  declaration  of  trust  in  favour  of  the 
company.  Cousins  acted  as  a  director  of  the  Kent  Corpora- 
tion and  continued  to  hold  the  1,000  shares  so  acquired  until 

he  26th  of  February  1903,  when  a  number  of  transfers  were 


registered,  of  various  dates  from  the  29th  of  January  to  the 
17th  of  February  1903.  On  the  13th  of  December  1902 
there  had  been  transferred  to  Cousins  1,200  further  shares  in 
the  Kent  Corporation,  so  that  he  was  qualified  for  director- 
ship from  another  source.  On  the  29th  of  December  1902  a 
Balance  Sheet  to  the  29th  of  November  was  sent  to  the 
shareholders,  and  there  appeared  on  the  asset  side  the  cost 
of  5,105  shares  in  the  Kent  Corporation  followed  by  a  note 
that  there  were  1,000  shares  standing  in  the  name  of  Cousins 
as  a  necessary  qualification.  A  statement  that  be  had 
executed  a  declaration  of  trust  was  included,  and  that 
Balance  Sheet  was  laid  before  a  meeting  of  the  Dover 
company.  The  Dover  company  was  wound  up  in  March 
1903.  The  liquidator  now  claimed  to  be  entitled  to  the 
moneys  received  by  Cousins  as  director's  remuneration  whilst 
he  held  the  shares  in  the  Kent  Corporation.  He  contended 
that  it  was  clearly  the  law  that  an  agent  must  account  to  his 
principal  and  a  partner  to  his  partner  for  any  benefit  derived 
in  the  course  of  the  principal's  or  the  partner's  business,  or 
from  any  use  of  the  name  or  property  of  the  principal  or 
partner. 

JT7DGMENT. 

Warrington,  J. :  The  question  to  be  decided  is,  whether  a 
director  who  becomes  a  director  of  another  company,  and 
has  to  qualify  himself  by  holding  shares,  obtains  his  director's 
fee  by  the  use  of  the  shares  which  qualify  him  ?    I  do  not 
think  he  does.      The  right  to    the  fees    does    not    arise 
from  the  possession  of  shares.     This  is  established  by  the 
case  of  Re  The  New  British   Iron  Co.,  Ex  parte  Bechwith 
(1898,  I  Ch.  324).     He  obtains  his  director's  fees  by  reason 
of  a  contract  of  service.     His  obligation  as  a  member  of  the 
company  by  virtue  of  his  shares  is  distinct.     In  Bechwith* s 
case  (ubi  snpra)  a  director  was  treated  as  entitled  to  receive 
fees  by  virtue  of  an  independent  contract,  and  was  allowed 
to  prove  lor  them.     Any  benefits  which  this  director  gets 
by  virtue  of  the  shares,  vi/.,  dividends  and  profits,  he  must 
account  for  to  the  Dover  company.     But  I  do  not  think  he 
got  his  fees  by  means  of  the  shares.     He  became  a  director 
in  the  interests  of  the  Dover  company,  but  he  got  his  fees 
by  acting  as  a  director.    All  that  an  agent  or  partner  need 
account  for  in  equity  is  the  profit  he  makes,  and  director's 
fees  are  not  profits,  they  are  payments  for  work.    The 
ratio  l)etween  work  and  fees  is  settled  by  contract  between 
the  parties.     If  I  direct  any  account  at  all,  I  must  do  so  on 
the  footing  that  Cousins  is  entitled  to  remuneration  at  a  fair 
rate.    I  can  only  ascertain  that  fair  rate  by  looking  at  the 
bargain  between  the  parties.    I  therefore  hold  that  director's 
fees  are  not  profits  derived  from  the  use  of  shares,  and  that 
they  are  not  profits  within  the  principle  which  compels  an 
agent   or    partner    to    account.     The    Court    cannot   go 
behind   the   agreement    for   remuneration.    The  summons 
therefore  fails. 

(31  S.J.  466.) 
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CHANCERY  DIVISION. 
May  2. 

(Before  Kekewich,  J.) 

Ifi  re  The  Kliis:sbury  Collieries*  Lim.,  and  Moore's 

Contract. 

Company — Power  to  Sell  Land — No  Express  Power — Implied 
Power  under  Memorandum  0/  Association —Ultrd  vires. 

Adjourned  summons. 

This  was  a  vendor  and  purchaser  summons  taken  out  to 
determine  the  question  whether  the  vendors  had  power  to 
sell  land.  The  vendors  were  a  colliery  company  which  was 
formed  for  the  purpose  of  carrying  on  a  colliery  business  and 
acquiring  land  for  that  purpose.  The  memorandum  of 
association  of  the  company  contained  no  express  power  of 
sale,  but  it  stated  as  one  of  the  objects  of  the  company  the 
doing  all  such  other  things  as  are  incidental  or  conducive  to 
the  attainment  of  the  above  objects.  The  company  bought 
the  land  in  question  with  a  view  to  buildingcottages  for  their 
workmen,  but  they  afterwards  found  it  would  be  more  con- 
venient and  more  conducive  to  the  attainment  of  the  objects 
of  the  company  to  sell  the  land  to  the  present  purchaser 
under  an  agreement  that  he  should  build  workmen's  cottages 
thereon  and  lease  them  to  the  company.  The  land  contained 
about  three  acres  and  the  price  was  about  /144.  The 
purchaser  objected  that  the  company  had  no  power  to  sell. 
The  company  contended  that  they  had  an  implied  power  of 
sale  under  the  memorandum  of  association,  or  alternatively 
that  they  had  an  inherent  power  as  a  corporation  at  common 
law. 

JUDGMENT. 

Kekewich,  J.,  said  he  thought  the  case  o(  Johns  v.  Balfour 
(1889,  I  Megone,  191),  carried  him  the  whole  way.  There 
the  question  was  as  to  a  power  to  purchase,  and  not  a  power 
to  sell,  and  it  was  held  that  there  was  a  power  to  purchase. 
Somewhat  different  considerations  applied  where  a  power  of 
sale  had  to  be  implied.  But  in  the  present  case  the  sale  was 
not  of  the  business  but  only  of  a  small  part  of  the  property 
for  the  purpose  of  making  the  rest  of  the  property  more 
useful.  The  question  was  whether  it  was  reasonably 
necessary  for  the  company  to  sell ;  and  applying  that 
principle  it  would  be  wrong  to  say  that  they  had  not  the 
power. 

(L.J.  311.) 


KING'S    BENCH    DIVISION. 

May  4. 

(Before  Lawrance,  J.) 

Curtis,  Gardner  &  Co.,  LIm.  v.  A.  Cleret  &  Co.,  Urn. 

Company^Authority  to  accept  Bills  of  Exchange— Articles  of 
Association, 

This  was  an  action  to  recover  £2^  on  a  bill  of  exchange. 


The  defiance  was  that  the  acceptance  was  not  in  the  form 
authorised. 

It  appeared  that  the  bill  of  exchange,  signed  by  one 
director  and  the  secretary  of  the  defendant  company,  had 
been  taken  for  value  by  the  plaintifEs  from  one  Nicholson, 
to  whom  it  had  been  given  by  the  defendants  as  security, 
and  had  been  dishonoured  on  presentation. 

Mr.  McCardie  said  that  the  defendant  company's  articles 
of  association,  by  section  106,  only  authorised  cheques  to  be 
signed  by  one  director  and  the  secretary,  while  section  105 
directed  that  the  seal  could  be  affixed  only  in  the  presence 
of  two  directors  and  the  secretary.  A  bill  of  exchange,  he 
argued,  was  different  from  a  cheque,  as  in  the  former  case 
there  would  be  no  counterfoil  to  act  as  a  guard,  nor  could 
the  bank  make  any  objection  as  in  the  case  of  the  presenta- 
tion of  a  cheque.  The  directors  of  a  company  must  act  as  a 
board.  He  referred  to  UArcy  v.  The  Tamar  Company  (L.R. 
2,  Exchequer  158)  ;  In  re  The  Haycraft  Gold  Company  (1900, 
2  Ch.  230) :  In  re  Cunningham  (58  L.T.  16). 

Mr.  Hogg  pointed  out  that  the  company  had  power  by 
their  articles  of  association  to  draw  bills  of  exchange,  and 
they  had  the  power  to  delegate  to  any  of  their  members  the 
right  to  accept  bills  of  exchange  by  virtue  of  section  47  of 
the  Companies  Act,  1862.  and  by  article  100  ol  their  articles, 
which  enabled  the  directors  to  do  anything  which  a  com- 
pany was  authorised  to  do  under  the  Companies  Acts. 
Third  parties  were  not  concerned  with  the  internal  adminis- 
tration of  the  company.  He  cited  Royal  British  Bank  v. 
Turquand  (6  E.  and  B.  327) ;  Btggerstaff  v.  Rowatt's  Wharf, 
Lim.  (1896,  2  Ch.  93) ;  County  of  Gloucester  Bank  v.  Rvddry 
Merthyr  Company  (1895,  '  Ch.  629).  The  plaintifiis  were 
entitled  to  assume,  in  the  absence  of  any  contrary  intention 
manifest  in  the  memorandum  or  articles  of  the  company, 
that  this  bill  of  exchange  was  properly  signed  in  accordance 
with  the  powers  of  the  company  and  with  authority. 

JUDGMENT. 

Mr.  Justice  Lawrance  said  that  the  question  was  whether 
it  was  enough  for  this  bill  to  be  signed  by  one  director  and 
the  secretary.  He  thought  that  article  106  of  the  articles  of 
association,  which  provided  that  cheques  might  be  signed 
by  one  director  and  the  secretary,  clearly  showed  the  inten- 
tion of  the  company  in  matters  of  this  kind,  and  that  it 
applied  to  bills  of  exchange.  Judgment  for  the  plaintiffs 
against  the  defendant  company,  with  costs  on  the  High 
Court  scale. 

(Times,) 
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HOUSE  OF  LORDS. 

May  28. 

(Before     Lord     Loreburn,     C,     Ix)rds     Mackaghten, 

Robertson,  and  Atkinsok.) 
Poole  and  Others  t^.  National  Bank  of  China,  Ltm. 
Company — Reduction  of  Capital—Scheme — Extinguishment  of 
Founders*  Shares^Capital  Lost  or  no  Longer  Represented 
by  Available  Assets — Sanction  of  the  Court— Companies 
Acts,  1867  and  1877  {30  S*  31  Vict.  c.  131,  sees.  9,  126, 
and  40  (^  41  Vict,  c,  26,  5.  3). 
Appeal  from  an  order  of  the  Court  of  Appeal  affirming 
an  order  made  by  Farwell,  J.,  granting  the  prayer  of  a 
petition  to  reduce  the  capiul  of  a  bank.    The  object  of  the 
petition  was  to  obtain  confirmation  by  the  Court  of  an 
extraordinary  resolution  dul}'  passed  at  general  meeting 
whereby  it  was  resolved  "  that  the  capital  of  the  company 
"be  reduced  from  ;f  1,000,000  divided  into  750  shares  of  £1 
"each  (founders'  shares)  and  99,925  shares  of  ;fio  each 
"(ordinary  shares)  to  ;f 699,475  divided  into  99,925  shares 
"  of  £*]  each,  and  that  such  reduction  be  effected  by  writing 
"off  the  whole  amount  paid  or  credited  as  paid  on  each  of 
^the  750  shares  of  £1  each  and  cancelling  those  shares, 
"  and  by  writing  off  £1  per  share,  part  of  the  sum  of  ^^8 
"  per  slhare  which  has  been  paid  or  credited  as  paid  on  the 
"4o»4S3  shares  of  ;f  10  each  which  have  been  issued,  and 
"by  reducing  each  <rf  the  99,925  shares  of  j^io  each  to  a 
"share  of  ;f7."    The  company  was  incorporated  in  1891 
for  tiie  purpose  of  trading  as  a  bank  in  China  and  the 
Far  East.    The  greater  part  of  the  capital  subscribed  in 
England  was  converted  into  dollars  at  an  average  rate  of 
3s.  to  the  dollar  and  transmitted  to  Hong  Kong.  The  value 
of  the  dollar  having  fallen  about  is.  8d.  the  directors  con- 
sideied  that  the  nominal  capital  abould  be  reduced  to  such 
a  sum  as  the  assets  of  the  bank,  calculated  on  the  present 
value  of  ^e  dollar,  would  meet  if  the  assets  had  to  be 
liqaidaled.    The  assets  calculated  on  this  basis  showed  a 
deficit  of  jf  142,866,  and  the  scheme  proposed  to  reduce  this 
by  writing  off  reserves  to  the  amount  of  ;f2o,757  and 
writing  down  capital  in  the  way  set  out  in  the  resolution. 
In  the  directors'  opinion  the  commercial  value  of  the 
founders*  shares  was  nil,  and  that  in  the  interest  of  the 
company  they  should  be  cancelled,  as  unless  this  was  done 
it  would  be  almost  impossible  to  raise  further  capital 
should  that  appear  at  some  future  time  to  be  desirable. 
All  the  shareholders,  including  the  holders  of  founders' 
shares,  agreed  to  this  scheme  except  the  present  appel- 
lants.   They  maintained  that  the  extinguishment  of  this 
class  of  shares  would  be  in  contravention  of  the  bargain 


contained  in  the  memorandum  and  articles  of  association, 
and  therefore  while  they  did  not  contend  that  the  nominal 
value  of  the  shares  could  not  be  written  down  they  denied 
that  they  could  be  wholly  cancelled.  They  also  submitted 
that  it  was  not  conclusively  proved  that  the  liabilities 
exceeded  the  assets  to  the  extent  of  the  proposed  redaction, 
and  they  complained  that  the  whole  of  the  reserve  funds 
by  some  jf  11,000  had  not  been  used  to  reduce  the  deficit. 
The  appeal  was  argued  some  time  back,  and  judgment  was 
reserved. 

JUDGMENT. 

Lord  Loreburn,  C,  in  moving  that  the  appeal  should  be 
dismissed,  said  he  saw  nothing  to  induce  their  Lordships 
to  interfere  with  the  conclusion  arrived  at  by  Farwell,  J.» 
and  by  the  Court  of  Appeal. 

Lord  Macnaghten  concurred  and  pointed  out  that  there 
was  a  growing  tendency  to  narrow  and  restrict  the  power 
to  reduce  capital.  He  referred  to  the  British  and  American 
Trustee  and  Finance  Corporation  v.  Couper  (1894,  App.  Cas. 
846),  where  Lord  Herschell  pointed  out  that  neither  the 
Act  of  1867  or  1877  prescribed  the  manner  in  which  the 
reduction  of  capital  was  to  be  effected,  nor  was  there  any 
limitation  of  the  power  of  the  Court  to  confirm  the  reduc- 
tion except  that  it  must  first  be  satisfied  that  all  the 
creditors  entitled  to  object  to  the  reduction  had  either  con- 
sented or  l>een  paid  or  secured. 

Lord  Robertson  and  Lord  Atkinson  concurred. 

Appeal  dismissed. 

(51  S.J.  513.) 


COURT  OF  APPEAL. 

May  16. 

(Before  Cozens-Hardy,  M.R.,  Barnes,  P.,  and 

Buckley,  L.  J.) 
Re   Kent  Collieries,    Um. ;    Day   v.   Kent 
Collieries,  Lim. 
Company— Debentures  Issued  as  Security  for  Loan— Face  Vahu— 
Right  to  Vote, 
ThU  was  an    appeal    from    a    decision    of    Parker,  J. 
[36  Acct.  L.R.  p.  62].    By  a  trust  deed  dated  the  24th  of 
August  1905,  and  made  between  the  company  of  the  one 
part,  and  Sir  Owen  Randal  Slack  and  Mr.  Bernard  Dale 
(as  trustees)  of  the  other  part,  provision  was  made  for 
securing  debentures  for  the  aggregate  principal  stun  of 
/i  50,000,  which  debentures  were  to  be  in  the  form  set 
forth  in  the  second  schedule  to  the  deed.    The  form  of 
debenture  set  out  was  prefaced  with  the  following  state- 
ment: "Issue  of  ;f 1 50,000  debentures  carrying  interest  at 
"the  rate  of  £$  per  cent,  per  annum,  and  made  in  pur- 
"suance  of  a  resolution  of  the  board  of  directors,  dated 
I  "the  24th  of  August  1905.'*    The  company  by  each  deben- 
ture covenanted  to  pay  the  principal  moneys  secured  to  the 
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registered  holder  on  the  ist  of  February  1907,  or  on  such 
earlier  day  as  "the  principal  moneys  hereby  secured" 
should  become  payable  in  accordance  with  the  conditions 
indorsed  thereon.  The  debentures  cha]::ged  all  the  assets 
of  the  company  with  the  payment  of  the  principal  sums 
and  interest  thereon,  and  by  clause  x  of  the  indorsed  con- 
ditions each  debenture  was  declared  to  be  one  of  a  series 
of  ;f  150,000  debentures  which  were  all  to  rank  fari  passu 
in  point  of  charge.  By  condition  7  "the  principal  moneys 
and  interest  hereby  secured "  were  to  l)e  paid  without 
regard  to  any  equities  between  the  company  and  the 
original  or  any  intermediate  holder  tiiereof.  The  third 
schedule  to  the  trust  deed  contained  provisions  regulating 
meetings  of  debenture-holders.  Clause  i  of  this  schedule 
provided  that  a  trustee,  or  director,  or  "any  holder  of 
debentures  for  an  amount  exceeding  ;f 400,"  might  summon 
a  meeting  of  debenture-holders.  By  clause  3  the  quorum  at 
a  meeting  was  to  be  persons  present  in  person  or  by  proxy 
"holding  one-twentieth  of  the  nominal  amount  of  the 
"debentures  for  the  time  being  outstanding."  By  clause  12 
at  any  meeting  "the  registered  holders  of  the  deben- 
"tures  .  .  .  shall  be  entitled  to  vote  in  respect  of  such 
"  debentures."  Clause  13  was  as  follows  :  "  At  every  such 
"meeting  each  voter  shall  on  a  show  of  hands  be  entitled 
"  to  one  vote  only,  but  at  a  poll  he  shall  be  entitled  to  one 
"vote  in  respect  of  every  principal  sum  of  ;^io  secured  by 
"the  debentures  in  respect  of  which  he  is  entitled  to  vote." 
Clause  15  empowered  a  meeting,  by  extraordinary  resolu- 
tion (as  thereinafter  defined),  to  assent  to  modifications  of 
the  rights  of  debenture-holders  or  of  the  provisions  of  the 
deed.  Clause  17  provided  that  "extraordinary  resolution  " 
should  mean  "a  resolution  passed  at  a  meeting  of  the 
"debenture-holders,  at  which  a  clear  majority  of  the 
"debenture-holders  should  be  present  in  person  or  by 
"proxy,  duly  convened  and  held  in  accordance  with  the 
"provisions  herein  contained,  by  a  majority  consisting  of 
"holders  of  not  less  than  three-fourths  in  value  of  the 
"debentures  represented  at  the  meeting,  whether  upon  a 
"show  of  hands  or  at  a  poll."  Previously  to  the  3rd  of 
July  1906  all  the  debentures  had  been  issued  except  deben- 
tures for  ;f55>3io,  and  on  that  day  the  rest  of  them,  being 
for  that  sum,  were  issued  to  the  London  City  and  Midland 
Bank,  to  secure  an  existing  loan  and  a  future  overdraft  up 
to  ;^25,noo.  A  sum  of  about  ;f  25,000  was  due  to  the  bank 
at  the  date  of  the  meeting  below  mentioned.  On  the  nth 
of  December  1906  the  company  issued  notices  to  the 
debenture-holders  of  a  meeting  to  be  held  on  the  20th  of 
December,  at  which  resoludons  were  to  be  proposed  for 
extending  the  time  of  payment  of  the  principal  sums 
secured  by  the  debentures,  increasing  the  rate  of  interest, 
modifying  the  trust  deed,  and  "that  the  company  shall 
have  power  to  reissue  paid-off  debentures."  At  the  meet- 
ing a  poll  was  demanded,  the  result  of  which  when  taken 


was  that  there  were  10,850  votes  in  favour  af,  and  2,996 
votes  against,  the  resolution.  Amongst  the  votes  in  favour 
of  it  were  5,521  votes  given  by  the  nominees  of  tbe  bank. 
Objection  was  taken  that  the  bank's  nominees  were  not 
entitled  to  votes  in  respect  of  the  face  value  of  tbe  dcben- 
tures  held  by  the  bank,  but  only  in  respect  of  the  amount 
of  tbe  actual  indebtedness  of  the  company  to  the  bank, 
but  the  chairman  of  the  meeting  declared  that  the  resolu- 
tion was  passed.  An  action  was  accordingly  commenced 
by  a  debenture-holder  on  behalf  of  himself  and  all  other 
the  debenture-holders  against  the  company  and  tbe 
trustees  of  the  deed,  and  in  this  action  the  plaintiff  moved 
for  an  injunction  to  restrain  the  defendants  from  acting 
on  the  resoludon.  It  was  also  contended  that  the  resolu- 
tions were  ultra  vires  the  company,  there  being  no  power 
to  reissue  debentures  which  had  been  paid  off.  Parker,  J., 
was  of  opinion  that  votes  in  respect  of  the  face  value  had 
been  rightly  allowed.  If  this  construction  was  not  adopted 
considerable  inconvenience  would  result,  for  there  would, 
on  each  occasion  of  a  meeting  being  held,  have  to  be  an 
inquiry  as  to  what  was  due  to  persons  who  had  lent  money 
on  the  deposit  of  debentures.  On  the  first  point,  therefore, 
he  held  that  the  votes  in  respect  of  the  bank's  deb^itures 
had  been  validly  given.  On  the  second  point,  it  had  been 
decided  that,  when  a  company  had  issued  debentures  form- 
ing a  series  ranking  as  a  pari  passu  security,  and  some  of 
the  debentures  had  been  paid  off,  the  company  could  not 
reissue  them.  But  the  question  was  whether  what  it  was 
proposed  to  authorise  the  company  to  do  was  something 
which  could  not  lawfully  be  done,  or  whether  an 
inaccurate  expression  had  been  used  for  giving  authority 
to  issue  debentures  in  the  place  of  those  paid  off  in  such 
a  way  as  to  make  them  rank  equally  with  tbe  outstanding 
debentures.  The  maxim  Verba  iia  sunt  inteliigenda  ut  res 
magis  valeat  quam  pereat  applied  to  this  part  of  the  case. 
He  accordingly  dismissed  the  motion.  The  plaintiff 
appealed. 

JUDGMENT. 

The  Court  dismissed  the  appeal  with  costs. 
(51  S.J.  498-) 


CHANCERY  DIVISION. 
May  10,  II,  and  13. 
(Before  Joyce,  J.) 
The  Fine  Cotton  Spinners'  and  Dooblen* 
Association,  Lim*,  and  another  v.  Harwood  Cash 
&  Co.,  Um. 
Company — Name — Similarity  to  Name  of  Existing  Comptmy— 
Assignment  of  Name  of  Individual  to  Company  does  act 
Confer  IndtviduaVs  Rights  of  User—JnjmnctUm, 
Action. 

John  Cash  &  Sons,  Lim.,  who  wexe  co-plaintiffs  in  this 
action,  were  the  successors  of  a  firm  of  John  Cash  ft  Sons, 
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carrying  on  business  at  Mansfield  as  cotton  doublers  and 
spinners  of  fine  yam,  and  weie  incorporated  as  a  limited 
company  before  being  amalgamated  with  other  firms  as  the 
Fine  Cotton  Spinners'  and  Doublers'  Association,  Lim. 
Upon  their  incorporation  John  Harrison  Cash,  the  pro- 
prietor of  the  business  of  John  Cash  &  Sons,  assigned  to 
the  company  the  goodwill  and  trade-marks  of  his  old  busi- 
ness. He  also  agreed  that  he  would  not  for  a  period  of 
twenty-one  years  engage  in  or  permit  or  suffer  his  name  to 
be  used  in  connection  with  any  competing  business.  John 
Harwood  Cash,  the  only  son  of  John  Harrison  Cash,  was 
one  of  the  employees  of  John  Cash  &  Sons,  and  was 
retained  by  the  pl«dntiffs  as  manager  at  Mansfield  until 
April  1906,  when  he  resigned.  Shortly  after  this  he  formed 
and  registered  the  defendant  company  for  the  purpose  of 
carrying  on  at  Mansfield  a  similar  business  to  that  carried 
on  by  the  plaintiffs. 

The  plaintiffs  thereupon  commenced  this  action,  and 
claimed  an  injunction  to  restrain  the  defendants  from 
carrying  on  a  business  similar  to  that  of  the  plaintiffs, 
under  the  name  or  style  of  Harwood  Cash  &  Co.,  Lim.,  or 
any  other  name  or  style  so  nearly  resembling  the  name  01 
style  of  the  plaintiff  company  of  John  Cash  &  Sons,  Lim., 
or  the  name  or  style  of  the  business  formerly  carried  on  at 
Mansfield  by  John  Cash  &  Sons,  as  to  be  calculated  to 
mislead  the  public  into  the  belief  that  the  defendant  com- 
pany was  the  same  as  the  plaintiff  company,  and  to 
restrain  the  defendant  company  from  carrying  on  business 
under  any  name  of  which  the  word  "  Cash  "  formed  a  part, 
without  clearly  distinguishing  their  business  from  that  of 
the  plaintiff  company. 

Evidence  was  given  to  show  that  the  similarity  of  the 
names  of  the  two  companies  would  inevitably  cause  con- 
fusion, and  there  was  some  evidence  that  confusion  had 
already  occurred. 

JUDGMKNT. 

Joyce,  J.,  in  giving  judgment,  said  it  was  quite  clear  that 
John  Harwood  Cash,  on  severing  his  connection  with  the 
plaintiffs,  might  have  set  up  in  business  either  as 
John  Harwood  Cash  ft  Co.  or  Harwood  Cash  &  Co.  Net 
being  restrained  from  carrying  on  business,  he  was  entitled 
to  cany  on  business  in  his  own  name,  and  set  up,  if  he 
chose,  next  door  to  his  old  firm.  But  that  was  not  what  he 
had  doxke;  for  without  trading  himself  he  had  formed  a 
new  company  to  carry  on  a  similar  business  under  the 
name  of  Harwood  Cash  ft  Co.,  Lim.,  and  had  allowed  his 
name  to  be  incorporaited  in  that  of  the  new  company,  the 
defendants.  There  was  evidence  that  the  similarity  of 
name  might  lead  to  deception.  Under  these  circumstances 
the  new  company  had  not  the  rights  which  an  individual 
of  that  name  might  have,  and  had  no  legal  right  to  the 
name  of  'Cash.*'   The  right  given  by  a  man  to  a  company 


to  use  his  name  as  part  of  their  title  did  not  give  to  the 
company  the  same  rights  which  he  would  have  had.  The 
case  was  covered  by  Tussaud  v.  Tussaud  (1890,  59  L.J. 
Rep.  Ch.  631 ;  L.R.  44  Ch.D.  678).  There  would  be  an 
injunction  as  prayed,  witH  costs  against  the  defendant 
company. 

(L.J.  361.) 


Miscellaneous. 

COURT  OF  APPEAL. 

April  24. 

(Before  Fletcher  Moulton,  and  Buckley,  L.J  J,) 

S.  Mason,  Lim.  v.  Lovatt. 

Arbitration — Remuneration  of  Arbitrator — Evidence — Discre- 
tion of  Taxing-master — Arbitration  Act^  1889  (52  6*  53 
Vict.  c.  49^  5.  15,  subsection  3. 

Appeal  from  an  order  of  Ridley,  J.,  in  chambers,  affirming 
an  order  of  the  District  Registrar  of  Birmingham.  An 
action  was  referred  to  a  surveyor  as  arbitrator.  The  hearing 
before  the  arbitrator  occupied  a  number  of  days,  and  the 
arbitrator,  when  certain  points  of  law  arose,  took  the  advice 
of  a  firm  of  solicitors  and  a  barrister.  He  had  been  told  by 
the  parties  that  he  might  take  legal  advice  on  questions  of 
law.  The  arbitrator  made  an  award  in  favour  of  the 
defendant,  and  ordered  the  plaintiffs  to  pay  the  costs.  The 
arbitrator's  charges  were  comprised  in  the  award,  and 
included  a  charge  of  ten  guineas  a  day  for  his  remuneration 
as  arbitrator,  and  ;f  no  6s.  for  fees  paid  for  legal  advice. 
There  was  no  taxation  of  the  arbitrator's  solicitors'  bill  of 
costs.  Upon  taxation  of  the  costs  of  the  arbitration,  the 
District  Registrar  was  of  opinion  that  five  guineas  a  day  was 
fair  remuneration  for  the  arbitrator,  and  that  the  fees  for 
legal  advice  were  too  high,  and  he  reduced  the  amounts 
accordingly.  Ridley,  J.,  affirmed  the  decision  of  the  Regis- 
trar. Upon  appeal,  affidavits  of  surveyors  were  read  to  the 
effect  that  a  fair  remuneration  for  the  arbitrator,  who  was  a 
surveyor  in  good  position,  to  charge  was  ten  guineas  a  day. 

JUDGMENT. 

The  Court  allowed  the  appeal.  They  held  that  the  fees 
paid  by  the  arbitrator  for  legal  advice  had  been  properly 
paid  by  him ;  and,  as  to  the  arbitrator's  remuneration,  the 
evidence  was  all  one  way,  that  ten  guineas  a  day  was  a  fair 
sum  to  charge  for  an  arbitrator  belonging  to  the  particolar 
profession  and  occupying  the  position  which  he  occupied 
in  it.  The  District  Registrar  was  not  entitled  to  disregard 
that  evidence  and  to  substitute  a  personal  view  of  his  own 
as  to  what  was  fair  remuneration.  The  arbitrator  therefore 
was  entitled  to  charge  those  sums. 

(51  S.J.  444) 
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Receivership. 

COURT  OF  APPEAL, 
May  8. 

(Before  Cozens-Hardy,  M.R.,  and  Kennedy,  L.J.) 

Re  William  Walker  and  Re  the  Acts  53  Vict.  c.  5 

and  54  &  55  Vict.  c.  65. 

Lunatic— Receiver-— Bont^Surety  — Death  of  Lunatic  — Re- 
ceipts after  Death— Liability  of  Surety. 

This  was  an  appeal  from  a  decision  of  Master  Fischer 
directing  that  the  accounts  of  the  committee  of  the  above- 
named  William  Walker  should  be  taken  up  to  the  date  of 
Vm  last  receipt  and  payment  by  him.  William  Walker  was 
declared  incapable  of  mana^ng  his  own  affairs  by  an  order 
dated  the  16th  of  June  1896,  and  James  Dalton  was 
appointed  to  let  and  manage  the  freehold  and  leasehold 
property  of  the  lujiatic,  and  to  receive  and  give  a  discharge 
for  the  rents  and  profits  thereof.  The  property  in  question, 
and  the  only  estate  of  the  lunatic,  congested  of  ten  free- 
hold shops  at  High  Street,  Norwood,  and  a  strip  of  land 
at  lihe  rear  thereof  used  as  garden  ground.  Proceedings 
were  subsequently  taken  to  obtain  the  discharge  ot  Dalton 
and  the  appointment  of  C.  W.  Skinner  in  his  place,  and  by 
an  order  dated  the  26th  of  February  1904  Skinner  was 
appointed  receiver,  and  authorised  to  exercise,  in  addition 
to  any  powers  granted  to  Dalton  and  not  yet  exhausted  and 
carried  out,  all  the  powers  of  a  committee  of  the  estate  as 
in  the  case  of  a  person  of  unsound  mind  so  found  by 
inquisition.  By  bond  dated  the  25lh  of  April  1904  Skinner 
and  the  Ocean  Accident  and  Guarantee  Corporation  were 
bound  in  the  sum  of  £300  to  answer  the  receipts  of  the 
^receiver.  On  the  25th  of  March  1906  the  lunatic  died.  On 
the  26th  of  March  1906  Skinner  transmitted  his  accounts 
up  to  the  25lh.  of  December  1905,  but  by  reason  of  the 
death  the  vouching  was  postponed  until  the  final  order 
was  made.  By  certifioate  dated  the  26th  of  April  1906  it 
was  certified  thait  the  will  of  the  lunatic  had  been  lodged 
at  the  Probate  Registry.  On  the  ist  of  December  1906 
letiters  of  administration,  with  the  will  annexed,  were 
granted  to  the  daughter  of  the  deceased.  On  the  14th  of 
December  1906  the  final  order  was  made  discharging  the 
receiver's  bond  on  payment  of  the  balance  found  to  be  due 
to  him.  It  appeared  that  at  the  date  of  the  death  there  was 
in  Skinner's  hands  a  sum  of  ;f  200  14s.  6d.  After  the  death 
he  had  collected  the  July  and  September  rents,  and  at  the 
date  of  the  final  order  there  was  due  from  him  the  sum  of 
£syo  17s.  9d.  Skinner  had  left  the  neighbourhood,  and 
there  was  no  possibility  of  obtaining  any  payment  from 
him.  In  these  circumstances  it  was  contended,  on  behalf 
of  the  Guarantee  Corporation,  that  the  certificate  should 
not  be  given  in  the  common  form,  but  that  a  certificate 
should  be  given  that  ;f  200  14s.  6d.,  being  the  amount  in 
Sldnner's  hands  on  the  25th  March  1906,  was  due,  and' 


that,  as  the  death  ipso  facto  terminated  the  authority  of 
Skinner,  the  administratrix  could  only  look  to  Skinner 
himself  as  executor  de  son  tort  for  pajrmeat  of  tfie  balance. 
Master  Fischer  was  of  opinion  that  Skinner  was  liable  for 
the  whole  sum  as  receiver.  The  Guarantee  Corporation 
appealed. 

JUDGMENT. 

The  Court  allowed  the  appeal. 

Cozens-Hardy,  M.R.  ;^  This  appeal  raises  a  curious  and 
important  point,  but  looking  at  it  as  a  matter  of  principle 
it  seems  to  me  that  the  matter  is  reasonably  clear.  The 
lunacy  jurisdiction  is,  of  course,  a  very  peculiar  one.  It 
is  vested  in  persons  who  are  entrusted  with  authority,  and 
it  is  dependent  upon  a  continuance  of  the  lunacy  and, 
therefore,  necessarily,  in  one  event  upon  the  continuance 
of  the  existence  of  the  lunatic  himself.  By  that  I  do  not 
mean,  of  course,  that  a  receiver  or  a  committee  is  not 
liable  to  account  after  the  death  of  the  lunatic.  That  would 
be  an  absurdity  too  gross  to  contemplate.  To  take  the 
common  case  of  a  receiver  appointed  in  a  suit ;  if  that  suit 
is  dismissed  the  receiver  is  still  liable  to  account  under 
the  order  of  the  Court  for  moneys  which  he  has  in  his 
hands  obtained  by  him  while  receiver  during  the  pendency 
of  the  suit.  In  the  same  way  the  death  of  the  lunatic  does 
not  in  the  least  operate  to  release  the  committee  or  receiver 
from  accounting  for  anything  which  he  receives  in  that 
character.  But  this  case  goes  further ;  the  committee  or 
receiver,  after  the  lunatic's  death,  and  with  the  knowledge 
of  his  deat^— whether  that  be  important  or  not,  I  do  not 
think  it  matters  here — went  on  and  received  rents  and 
profits  of  the  late  lunatic's  estate.  It  is  said  that  he  is 
accountable  in  the  lunacy  in  his  character  of  receiver  or 
committee  for  the  rents  so  received,  and  Master  Fischer 
has  proposed  in  issuing  his  certificate  to  include  those 
receipts.  The  sureties  under  the  surety  bond  say,  'That  is 
"  not  so,  we  were  only  sureties  for  the  committee  for  the 
"^  payment  of  rents  received  by  him  in  that  character ;  we 
''axe  not  liable  after  the  death  of  the  lunatic  for  receipts 
"  which  it  was  no  part  of  his  duty  as  committee  or  receiver 
"to  receive;  they  are  receipts  which  undoubtedly  render 
"  him  liable  to  account  to  the  tn»  owner,  but  with  which 
"  the  lunacy  jurisdiction  has  nothing  to  do."  That  is  the 
way  it  is  put,  and  on  principle  I  can  see  no  answer  to  it 
I  asked  what  would  happen  if  the  lunatic  in  this  case  had 
been  simply  tenant-for-life  instead  of  own^  in  fee.  The 
order  appointing  the  committee  or  receiver  would  have 
been  in  the  same  common  form.  It  really  could  not  be 
said  that  after  the  death  of  the  lunatic  the  committee 
would  have  any  right  to  say  that  the  rents  which  he  received 
must  be  taken  to  have  been  received  by  him  as  committee 
or  receiver  and  must,  therefore,  be  paid  into  the  Innacy 
account.  Then  reliance  was  placed,  in  snpport  of  Master 
Fischer's  decision,  in  the  language  of  the  bond  and  of  the 
final  order  of  the  14th  of  December  1906,  but  I  do  not  think 
they  bear  out  the  respondent's  contention.  The  appeal 
must  be  allowed. 

Kennedy,  L.J.,  delivered  judgment  to  the  same  effect. 
(51  S.J.  482.) 
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Administration. 

CHANCERY  PIVISION. 

May  14. 

(Befoie  KzKEWicH,  J.) 

In  re  Wedmore;  Wedmore  v.  Wedmore. 

Will — Legacy — AhdUnunt — Legacy  Given  in  Satisfaction  of  a 

Debt. 
This  was  a  petition  for  dastribution  of  trust  funds,  and 
raised  a  novel  and  interesting  question  whether  a  legacy 
given  in  satisfaction  of  a  debt  abates  with  general  legacies. 
It  appeared  that  the  testator  bequeathed  to  tbe  trustees 
of  his  daughter's  marriage  settlement  the  sum  of  ;f3.ooo 
in  satisfaction  of  the  testator's  covenant  to  pay  the  sum 
of  ;fi>ooo  therein  contajsted.  The  testator's  estate  was 
insufficseot  to  pay  all  the  legacies  in  full.  It  was  con- 
tended that  the  legacy  in  question  was  Uke  a  legacy  given 
in  lieu  of  dower,  and  therefore  did  not  abate. 

JUDGMENT. 

Mr.  Justice  Kekewich  said  'that  notwithatanding  that 
they  were  told  tfiat  there  was  nothing  new  under  the  sun, 
novel  points  of  law  were  constantly  arising,  and  the 
present  case  was  novel  to  this  extent,  that  there  was  no 
direct  authority  on  the  point.  The  question  was  one 
which  one  would  have  thought  would  have  come  before 
the  Court  for  decision  again  and  again,  but  no  case  was 
to  be  found  directly  in  point.  The  question  stated  shortly 
was  this — ^The  testator  by  his  will  gave  to  his  daughter 
the  sum  of  jfs.ooo  in  satisfaction  of  the  testator's 
covenant  to  pay  £1,000  to  the  trustees  of  her  marriage 
settlement,  and  the  question  arose  whether  the  legacy 
ought  to  abate.  The  case  was  covered  by  dicta  in  two 
text-books,  which,  were  constantly  referred  to  for  guidance. 
One  was  ^'Williains  on  Executors,"  loth  ed.,  p.  i>o93, 
'where  it  was  said: — ^"The  general  rule  is  that  among 
**  legacies  in  their  nature  general  .  .  .  there  ia  no  pre- 
'*  ference  of  payment ;  they  all  abate  together.  .  .  .  But 
**  this  must  be  understood  only  as  among  legatees  who  are 
"all  volunteers;  for,  ii  there  be  any  valuable  considera- 
"  tion  for  the  testamentaiy  gift,  as  where  a  general  legacy 
**  is  given  in  consideration  of  a  debt  owing  to  the  legatee 
"  or  of  the  lelinquishinent  of  any  right  or  interest,  as  of  her 


"dower  by  a  widow,  such  legacy  will  be  entitled  to  a 
**  preference  of  paynaent  over  the  other  general  legacies." 
The  other  text-book  referred  to  was  "Theobald  on  Wills," 
p.  810,  where  it  was  said: — "As  between  genwal 
"legatees,  legacies  given  for  valuable  consideration,  as  for 
"debts  or  instead  of  dower,  have  priority."  A  similar 
statement  of  law  was  said  to  be  found  in  White  and 
Tttdor's  "Leading  Cases  in  Equity,"  7th  ed.,  vol.  x,  p.  841, 
but  no  authority  was  there  cited  which  was  not  to  be 
found  in  tbe  other  two  text-books.  It  was  curious  that  not 
one  of  the  cases  cited  in  support  of  the  above  statements 
of  law  decided  the  question  as  regards  debt.  They  did 
decide  that  legacies  given  instead  of  dower  did  not  abate, 
but  none  of  them  really  touched  the  question  whether  a 
legacy  given  for  a  debt  abated.  There  was  only  one  case 
which  was  at  all  near  the  point—- viz.,  Davies  v.  Bush  (x 
You.  341.)  Was  it  possible  to  extract  a  principle  from  the 
cases  cited?  In  Davenhill  tr.  Fletcher  (x  Amb.,  244)  a  case 
of  Blower  v.  Morret  (2  Ves.  Sen.  420)  was  referred  to  where 
tbe  Court  dicected  an  inquixy  whether  the  widow  was 
entitled  to  dower,  and  made  a  declaration  that,  if  she  was, 
she  should  have  tiie  legacy  without  abatement,  and  the 
Master  of  the  Rolls  io  Davenhill  v.  Fletcher  followed  the 
law  so  laid  down.  That  was  illustrated  by  In  re  Greenwood 
(1892,  2  Ch.  295).  So  far  as  it  was  possible  to  make  out 
any  principle  it  was  to  be  found  in  Davies  v.  Bush  (x  You. 
341),  where  it  was  stated  in  the  course  of  argument  that 
"  where  a  legacy  is  given  to  a  widow  in  lieu  of  dower  the 
"Court  considers  her  a  purchaser  of  the  legacy  and  will 
"not  look  to  the  value  of  the  dower."  That  seemed  to  be 
the  foundation  of  the  rule,  whether  it  was  a  priociple  or 
not  a  principle.  If  that  were  the  right  view,  was  there 
any  rule  for  extending  the  rule  to  a  legacy  for  debt?  The 
c&se  of  Davies  v.  Bush  did  not  go  so  far  as  that,  and,  as 
the  point  did  not  call  for  decision,  it  was  not  a  binding 
authority.  Could  the  present  case  be  brought  within  the 
rule?  Dower  was  an  interest  of  a  peculiar  character,  its 
value  was  not  determined,  and,  though  it  would  be  wrong 
to  say  it  could  not  be  valued,  it  was  difficult  to  do  so. 
Here  there  was  an  ascertained  debt.  In  one  sense  Uie 
legatee  might  be  considered  a  purchaser,  but  it  wae  not  at 
all  libe  tiie  case  of  dower.  It  was  known  precisely  what 
was  the  debt  and  what  was  the  legacy,  and  it  was  impos- 
sible to  apply  to  such  a  case  considerations  which  applied 
to  dower.  The  legatee  had  elected  to  take  the  larger 
sum,  and  she  took  it  as  bounty.  It  did  not  differ  from  the 
general  legacies.  She  took  the  whole  ;£3,ooo  as  a  legacy 
under  the  will,  and  it  was  subject  to  any  rule  which 
affected  general  legacies.  It  must,  therefore,  abate  with 
the  other  legacies. 

(23  Times  Law  Reports^  547.) 
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Company  Law. 

KING'S  BENCH  DIVISION. 
June  5  aaid  6. 

(Before  PakkeHj  J.) 
British  Vaottimi  Cleaner  Co.»  Liai.t  v.  New  VecaiiBi 

Cleaner  Co.»  Un* 
Company—RegUUrtd  NMU—New  Company^SimUafity  of 
Nanu— Descriptive  Words-^Injunction — Comp0nii$  Act, 
1862  (25  6*  26  Vict,  e,  89),  5.  20. 
Trial  of  action.  This  action  was  commenced  under  the 
{ollowiog  circumstanoes :  In  the  year  1903  the  British 
Vacuum  Cleaner  Co.,  lim.,  wiaa  formed  with  the  object 
of  taking  over  the  business  of  an  existing  company  called 
the  Vacuum  Cleaner  Co.,  Lim.  That  business  consisted  of 
manufacturing  and  working  a  machine  which  cleaned 
furndtnre,  ftc,  by  means  oi  suction  produced  by  a  vacuum 
and  operating  through  pipes.  The  inventor  of  the  machine, 
one  Booith,  had  obtained  letters  patent  for  the  machine  in 
the  year  1901.  The  plaintiff  company  acquired  a  large 
business  and  advertised  extensively.  In  the  year  1906  the 
defendant  company  was  incorporated  with  the  object  of 
operating  a  process  of  vacuum  cleaning  patensted  in  the 
year  1904.  The  machine  employed  difiEerod  materially  from 
that  uaed  by  tihe  pkuntifi  company,  but  it  also  acted  by 
means  of  a  vacuum  a«nd  pipes.  The  new  process  was  not 
any  infringement  of  Booth's  patenit.  The  deleodanit  com- 
pany was  incorporated  under  the  name  of  *'  The  New  Vacuum 
Cleaner  Co.,  Lim.,"  and  carried  on  business  at  premises 
two  doors  from  1^  plaintifi's  piemiaes.  The  object  of 
this  action  wias  to  xiestrain  the  defendant  company  from 
using  the  expfeasion  "vacuum  cleaner"  as  part  of  its 
name,  so  as  to  make  the  public  believe  that  there  was  a 
connection  between  the  two  companies.  The  plaintiffs 
contended  that  what  the  public  desired  was  to  have  goods 
cleaned  by  a  special  process  through  the  plaindfi  company, 
and  not  merely  by  a  special  process.  That  the  name  of  the 
defendant  company  had  led  to  confusion,  and  that  mis- 
takes had  in  fact  occurred.  That  the  name  had  never  been 
applied  to  adiy  machine  before  the  plaintiffs  made  use  of 
it;  this  was  not  a  case  where  the  name  was  already 
recognised  and  familiar.  That  the  defendants  could  have 
chosen  another  name  equally  suitable  to  their  business, 
and  this  was  a  case  of  deliberate  piracy.  The  defendants 
contended  that  they  were  entitled  to  call  their  machines 
"  vacuum  cleaners."  That  it  could  not  be  said  that  during 
the  existence  of  the  plaintiff  company  that  name  had 
acquired  a  secondary  meaning.  That  the  mistakes  which 
had  actually  arisen  were  attributable  to  the  fault  of  the 
plaintiffs  in  choosing  a  descriptive  name,  and  that  the 
defendants  were  at  liberty  to  use  words  descriptive  of  their 
machines. 


JUDGMENT. 

Parker,  J.  (after  reviewing  the  facts  stated  above) :  This 
action  is  to  some  extent  an  action  under  section  20  of  the 
Companies  Act,  1862.  The  point  I  have  to  decide  is 
whether  the  use  of  this  name  by  the  defendant  company  is 
(having  regard  to  the  fact  that  there  is  already  on  the 
register  a  company  called  ''The  British  Vacuum  Cleaner 
Co.")  calculated  to  deceive.  It  is  necessary  to  consider 
both  the  circumstanoes  and  the  law.  In  considmng  the 
question  whether  the  name  is  likely  to  deceive,  the  first 
question  is  whether  the  same  principles  are  applicable  as 
in  ordinary  cases  of  passing  off,  where  one  has  to  consider 
whether  a  particular  class  of  goods  is  likely  to  deceive. 
It  has  been  contended  that  the  principles  difier.  Vniether 
or  not  there  is  any  distinction  between  the  imnciples,  it  is 
clear  from  the  case  of  Aerators,  Lim.  v.  TolHtt  (1902,  2  Ch. 
319)  that  the  principles  are  analogous.  With  regard  to 
questions  such  as  arose  in  the  cases  of  Reddamay  v. 
Banham  (1896,  A.C.  199)  and  Cellular  Clothing  Co,,  Lim.  v. 
Maxion  (1899,  ^•^*  3^)*  ^  think  a  distinction  must  always 
be  drawn  between  cases  where  a  word  is  a  word  of  common 
and  ordinary  use  descriptive  of  an  article  and  cases  iHiere 
it  is  moie  or  less  a  fancy  word  or  primarily  does  not  relate 
to  the  person  who  makes  the  article.  In  the  case  of 
Rtddaway  v,  Banham  the  fact  that  the  expression  in  ques- 
tion, had  acquiied  a  secondary  meaning  was  held  to  be 
established,  and  an  injunction  was  granted.  One  of  the 
features  in  that  case  was  a  letter  showing  a  dishonest 
intent  and  an  admission  that  a  secondary  meaning  did 
exist,  and  it  thus  became  easier  to  prove  the  facts  neces- 
sary to  justify  the  granting  of  an  injunction.  In  Cellular 
Clothing  Co.,  Lim.  v.  Maxton  {ubi  sufra)  it  was  held  that 
the  plaintiffs  had  not  svifficiently  established  that  a 
secondary  meaning  existed,  and  there  are  remarks  showing 
that  the  onus  of  proving  the  existence  of  a  secondary  mean- 
ing is  not  light.  I  should  like  to  make  special  reference  to 
the  judgments  of  Lord  Shand  and  Lord  Davey  in  that 
case.  I  think  Lord  Davey's  observations  apply  to  the  par- 
ticular case  where  a  patentee  has  given  a  generically 
descriptive  name  to  a  process  and  an  article,  and  someone 
else  invents  another  species  of  the  same  genus.  If  those 
principles  are  to  apply,  I  have  to  consider  what  there  is 
about  the  description  "The  New  Vacuum  Cleaner  Co., 
Lim.,"  which  is  likely  to  deceive,  and  what  the  plaintiffs 
have  to  prove.  They  have  proved  that  a  greet  many  of 
their  own  lady  customers  are  in  the  habit  of  writing  to 
them  as  "The  Vacuum  Cleaner  Co.,  Lim.  (omitting  the 
word  "  British  "),  and  I  think  they  Have  also  proved  that 
since  the  registration  of  the  defendant  company,  and 
perhaps  before,  the  words  "  vacuum  cleaner  "  were  asso- 
ciated with  the  machines  made  under  Booth's  pat^it.  and 
with  the  machines  which  they  themselves  woriied  at  private 
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liouaee.  It  remains  to  be  seen  whether,  in  the  public  mind, 
the  words  "vacmmi  deener"  or  "vacuum  cleaning  pro- 
•oess  "  have  acquii^d  a  subsidiary  or  secondary  meaning. 
The  evidence  shows  those  words  to  be  descriptive  of  1^ 
particular  kind  of  cleaner,  and  as  long  as  the  plaintiffs 
wore  the  only  manufactuiwrs  and  the  only  people  who  dealt 
in  and  used  the  cleaner  the  public  would  think  that  the 
machine  was  theirs.  But  I  do  not  think  that  the  name 
has  ever  been  anylSiing  else  to  the  public  than  a  descriptive 
name.  While  it  was  the  only  ntachdne  manufactured  it 
could  not  be  said  that  it  was  distinguished  from  another 
machine.  I  do  not  therefore  think  that  any  secondary 
meaning  was  acquired.  It  appears  to  me  thait  the  plain- 
tiffs did  prove  some  confusion  in  the  public  mind  on  three 
occasions.  They  also  called  two  witnesses  whose  evidence 
was  that  they  would  have  been  deceived  by  the  name  of  the 
defendant  company.  I  do  not  think  that  a  multiplication 
of  ^xritnessee  in  that  respect  would  be  of  any  importance. 
The  Judge  xxmat  decide  for  himself.  The  last  point  proved 
by  the  plaintiffs  was  that  a  witness  had  seen  on  two  shops 
two  doors  from  each  other  the  names  of  the  plaintiff  and 
defendant  companies,  and  had  supposed  that  there  had 
been  an  enlaigement  of  the  plaintiff's  premises.  I  think 
that  a  normal  man  would  draw  an  opposite  conclusion 
and  think  that  there  were  two  rival  companies.  Plaintiffs 
finally  contend  that  the  defendants  have  shown  an  intent 
contrary  to  fair  dealing.  That  proposition  is  evidenced 
tbus :  It  appears  that<  two  of  the  plaintiffs*  employees 
deserted  and  weoA  to  the  defendants,  from  whom  they 
received  the  same  wages  and  also  a  commission.  There  is 
no  evidence  that  the  defendants  induced  them  to  enter  ihtix 
service.  Of  course,  it  is  well  known  that  you  cannot  pre- 
vent servants  from  deserting  to  a  rival  company,  and  the  law 
regards  thait  as  fair.  Then  it  is  said  that  the  defendants 
have  opened  a  branch  two  doors  from  the  plaintiffs' 
braach.  There  is  nothing  to  prevent  that  being  done.  With 
regard  to  the  application  of  the  principles  laid  down,  if  a 
company  incorporates  in  its  name  descriptive  words  it 
cannot  .claim  a  monopoly  of  those  words.  If  tlheie  were 
any  such  monopoly  the  law  would  need  alteration.  The 
defendants,  having  invented  a  new  vacuum  cleaner,  desire 
to  put  before  the  public  a  name  descriptive  of  the  article 
to  distinguish  themselves  and  it.  Is  this  name  sufficient  to 
do  so?  With  regard  to  the  question  of  the  intention  of  the 
defendants,  tikeir  choice  is  accounted  for  by  the  fact  that 
the  name  is  descriptive.  I  cannot  infer  that  the  use  of  tbe 
name  was  contrary  to  good  faith,  and  I  think  that  the  word 
"  new "  makes  the  name  sufficient  to  distinguish  the 
defendants.  I  do  not  think  Chat  the  defendants'  name  is 
likely  to  deceive  in  fact.  I  should  like  to  remark  tiiat  the 
policy  of  the  plaintiffs  has  been  to  create  subsidiary  com- 
panies to  work  Booth's  patents  in  limited  areas,  and  they 


have  created  local  companies,  all  such  companies  having 
been  incorporated  witfi  names  which  include  <be  words 
''vacuum  cleaner."  Though  their  licences  are  limited  to 
particular  areas,  there  is  no  other  reason  wh;  they  should 
not  compete  with  tbe  plaintiff  company.  The  plaintiffs 
cannot  therefore  say  that  the  use  of  the  words  "vacuum 
cleaner  "  is  likely  to  lead  to  confusion.  Even  if  the  plain- 
tiff company's  name  was  merely  **The  Vacuum  Cleaner 
Co.,"  it  does  not  appear  to  me  that  another  company  being 
called  "The  New  Vacuum  Cleaner  Cb."  would  lead  to 
confusion.  The  result  is  that  the  action  fails. 
(51  S.J.  553.) 


Miscellaneous. 

KING'S  BENCH  DIVISION. 

June  8. 

(Before  Darling  and  A.  T.  Lawrence,  JJ.) 

Curtice  V.  London  City  and  Midland  Bank. 

Cheque — Countermand  of  Payment^Cheque  to  Banker— Tele- 
gram Stopping  Cheque  put  into  Letter  Box-^Notice  of  to 
Banher^BiUs  of  Exchange  Act,  1882  (45  6*  46  Vict, 
c.  61).  J.  75. 
The  plaintiff,  who  was  a  farmer  residing  at  Edenbridge, 
was  a  customer  of  the  defendants  at  their  branch  bank  at 
VViUesden  Green.  On  the  31st  of  October  1906  the  plain- 
tiff bought  thiee  horses  of  otie  Jones  in  London,  the  horses 
to  be  d^iveced  at  Charing  Cross  on  thait  day  at  3.30  p.m. 
for  the  4.14  p.m.  train  to  Edenbridge,  and  the  plaintiff 
gave  Jones  a  cheque  for  £62,  drawn  t^xxi  the  defendants 
at  their  said  branch  bank.  Tht  horses  did  not  arrive  at 
Charing  Cross.  The  plaintiff  went  to  Jones's  stables  and, 
thinking  Jones's  explanation  unsatisfactory,  on  his  return 
to  Oharing  Cross  telegraphed  at  5.30  p.m.  to  the 
defendants  at  their  said  branch  to  stop  the  cheque  for  £6^, 
The  piaindff  returned  to  Edenbridge  and  wrote  to  the 
defendants  confisming  his  telegram  that  night,  but  only 
handed  it  to  the  rural  postman  on  the  next  morning,  the 
ist  of  November.  The  telegram  despatched  from  Charing 
Cross  arrived  at  the  Willesden  High  Road  Post  Office  at 
6.2  p.m.  on  the  31st  of  October,  and,  as  was  found  as  a 
fact  by  the  County  Court  Judge  in  the  action  hereinafter 
mentioned,  was  put  into  the  letter-box  of  the  defendants' 
branch  bank  after  office  hours  on  the  31  at  of  October  and 
was  overlooked  by  the  cashier  in  clearing  the  box  on  the 
morning  of  the  ist  of  November.  On  the  ist  of  November 
the  defendants  paid  the  plaintiff's  cheque  for  ^^63  on  pre- 
sentation (throagh  another  bank).  On  the  morning  of  the 
2nd  of  November  the  cashier  of  the  defendants'  said  branch 
bank,  after  clearing  the  letter-box,  brought  to  the  manager 
the  plaintiff's  telegram  and  also  his  confirming  letter.  The 
plaintiff  leceived  the  three  horses,  and  subsequently  sold 
them,  boA  he  stated  he  was  unable  to  trace  Jones.  On  an 
action  for  ^^69  7s.  /d.  money  had  and  received — the  plain- 
tiff's account  with  the  dei^idants — the  County  Court 
Judge,  having  found  that  the  telegram  was  overlooked  r 
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stated  above,  held  that  the  defendants  must  be  taken  to 
have  received  the  lelegTam  stopping  the  cheque  on  the 
ntorning  of  the  ist  of  November,  when  they  opened  their 
letters  £or  that  day,  and  he  gave  judgment  for  £6g  7s.  yd,, 
less  £$  admitted  set  off,  and  less  £^^  the  proceeds  of  the 
sale  of  the  horses.  The  defendants  appealed,  and  they 
cootended  on  the  appeal  (i)  that  a  telegram  unconfirmed 
was  not  a  countermand  of  payment  within  the  meaning  of 
section  75  of  the  Bills  of  Exchange  Act,  1882,  and  that  a 
cheque  cannot  be  stopped  by  a  telegradoi  unconfirmed ;  and 
(2)  that^on  the  County  Court  Judge's  finding  of  fact  the 
defendants  as  t>ankers  had  no  notice  on  the  ist  of  Novem- 
ber, when  they  paid  the  cheque,  of  any  countermand  of 
payment,  and  that  the  authority  and  duity  to  pay  the 
cheque  bad  not  been  withdrawn. 

JUDGMENT. 

The  Court  were  uDanimous  in  holding  that  a  telegram 
was  a  countermand  of  payment  within  the  meaning  of  sec- 
tion 75  of  the  Bills  of  Exchange  Act,  1882,  and  that  a 
cheque  can  be  stopped  by  a  telegram  even  if  not  confirmed 
by  letter ;  but  tbeiy  differed  upon  the  other  point  raised  by 
the  appellaAits. 

Darling,  J.,  was  of  opinion  that  the  telegram  to  stop  the 
cheque  was  a  countermand  of  paymeott  communicated  to 
them  on  the  morning  of  November  ist,  as  the  plaintiff  had 
done  all  he  could  to  stop  the  cheque,  and  the  bank  would 
have  known  of  the  revocation  before  paying  the  cheque  if 
the  cashier  had  emptied  the  box  on  the  ist  of  November. 
To  hold  otherwise  would  mean  that  the  plaintiff  would 
have  to  show  that  the  order  to  stop  had  been  brought  to 
the  mind  of  the  defendants. 

A.  T.  Lawrence,  J.,  was  of  the  contrary  opinion-^that 
the  telegram  -Was  not  a  good  countermand  of  payment 
wiitihin  the  meaning  of  section  75  until  the  defendants  knew 
of  it  by  reading  it.  The  action  was  not  one  for  damages 
for  negligence.  And  it  could  not  be  said  that  the  sum  was 
money  had  and  zeceived  to  the  use  of  the  plaintiff  when  it 
was  paid  Away  on  his  order  without  knowledge  of  any 
countermand  by  him:. 

The  appeal,  therefore,  was  dismissed. 
(51  S.J.  554.) 

Partnership.  ^VS- 1^ 

COURT  OF  APPEAL.     * 
June  6. 
(Before  Vaughan  Williams,  Moulton,  and 
Buckley,  L.JJ.) 
Wheatley  v.  Smithers  and  another. 
Partnership— Trading  Firm— Auctiontirs— Bill  of  Exchange- 
Authority  to  Bind  Firm— Partner  to  Sign  BUls  specified 
in  Partnership  Deed— Acceptance  by  other  Partner, 
Appeal  by  the  plaintiff  from  a  judgment  of  a  Divisional 


Court  (reported  75  L.J.  Rep.  K.B.  627;   (L.R.  (1906)    » 
K.B.  321). 

The  action  was  brought  against  the  defendants,  T.  H» 
Smithers  and  W.  Alcock,  who  formerly  carried  on  business 
in  co-partnership  under  the  style  of  "Smithers  9t 
Alcock,"  as  acceptors  of  a  bill  of  exchange  for  £$0,  dated 
May  9  1905,  drawn  by  P.  Lancaster,  payable  two  month» 
after  date  to  the  order  of  P.  Lancaster  and  indorsed  to  the 
plaintiff,  who  sued  as  holder  in  due  course.  The  Judge 
of  the  City  of  London  Court  found  that  the  bill  was 
accepted  by  Alcock  in  the  firm-name  without  any  authority 
from  his  partner  Smithers ;  that  at  the  time  when  the  bill 
was  accepted  Smithers  and  Alcock  were  carrying  on  the 
business  of  auctioneers  in  co-partnership,  and  the  bill  was 
accepted  in  respect  of  a  joint  adventure — ^the  purchase  of  a 
public-house— between  Smithers  and  Alcock  outside  the 
scope  of  the  partnership  business ;  and  that  Alcock  pur- 
posely concealed  from  Smithers  the  fact  that  he  had 
accepted  the  bill.  He  gave  judgment  for  the  defendant 
Smkbers  upon  the  giound  that  a  firm  of  auctioneers  is  not 
a  trading  partnership  so  as  to  confer  upon  one  partner  the 
power  to  bind  another  partner  by  accepting  a  bill  of 
exchange  without  authority  in  the  firm-name  in  respect  of 
an  adventure  outside  the  scope  of  the  partnership  buainess. 

The  Divisional  Court  (Ridley,  J.,  and  Darling.  J.) 
affirmed  the  decision  of  the  learned  Judge. 

The  partnership  deed  provided  for  the  carxying-on  of  the 
business  of  auctioneers  and  valuers  by  the  defendants  as 
partners,  and  all  cheques,  bills,  or  other  writings  pledging 
the  credit  or  affecting  the  property  of  the  partnership 
were,  under  clause  6,  to  be  signed  by  Smithers  and  by  him 
only.  The  purchase  and  sale  of  goods  was  dealt  with  by 
clause  9. 

JUDGMENT. 

Their  Lordships,  without  expressing  any  opinion  as  to 
whether  or  not  the  decision  df  the  Divisional  Court  that 
auctioneers  are  not  traders  was  right,  allowed  the  appeal 
upon  the  ground  that  the  terms  of  the  partnership  deed 
showed  thaA  the  defendants  cont^nplated  that  bills  of 
exchange  would  be  drawn,  accepted,  and  indorsed  in  the 
course  of  carrying  on  the  partnership  business  of 
auctioneers,  and  that,  as  it  was  impossible  upon  the  facts 
of  the  case  to  draw  the  inference  that  the  transaction  in 
respect  of  which  the  bill  in  question  was  given  was  one 
outside  the  partnership  business,  the  plaintiff  was  entitled 
to  succeed. 


Appeal  allowed. 


(LJ.  395.) 
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